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WE  HELPED  SHAPE  i 


In  1914,  production  of  the 
earth's  first  soft  drink  reached 
2  million  bottles  a  year.  Today, 
it  s  over  2  million  bottles  a  day 

And  how  does  Verrerie  de 
Lc  "'piieiioc  ia  subsidiary  of  Perrier) 
man  "s\  rhe  consistent  shape 
and  q;  -  ixy  of  this  world-famous 
bottle? 


With  computer  systems  from  R 
We  gave  Verrerie  de  Languedoc  i 
capacity  to  design  and  mass  produc 
their  bottle  molds  on  digitally  contu 
units.  This  integrated  CAD/CAM 
(Computer-Aided  Design/Computi 
Aided  Manufacturing!  system  from 
Prime  makes  production  more  effiG 
and  the  drafting  board  pass^.  j 


RENCH  REVOLUTION 


nd  to  cap  it  off,  we  gave  them  a  high- 
i«  Drmance  database  management  system. 
)  that  lets  everyone  share  information  fast  so 
Y  :ms  management  flows  more  smoothly 

'f  course  their  success  is  part  of  Prime's 
Lii  ess.  We're  a  Fortune  500  company  with 
d  jal  revenues  of  more  than  $1.5  billion. 

you'd  like  to  know  more  about  how  Prime 
a  help  your  business  become  a  cause  cd^bre, 


just  call  1-617-275-1800  ext.  5490 
(In  Canada,  l-800-268-4700|. 
Prime.  Vive  la  revolution. 


Prime 


Prime  Computer,  Inc. 

Prime  and  the  Johnson  &  Johnson  Family  of  Companies  are 
proud  co-sponsors  of  the  PBS  series  NOVA. 
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Texas  Rangers  Find  Santa  Annas  Army  1847  Ezra  Tucker  1989 


THE  TEXAS  RANGERS  AND 
ANTISUBMARINE  WARFAIE 

Though  the  threat  posed  by  submarines  to  the 
lanes  has  been  with  us  less  than  a  century,  the  princiC: 
of  dealing  with  concealed  dangers  are  as  old  as  mank 

During  the  war  between  Mexico  and  the  United  St? 
from  1846-1848,  a  hard-bitten  band  of  Texans,  knc 
as  the  Rangers,  provided  an  invaluable  reconnaissat 
service  to  the  American  army  under  Zachary  Taylor 

The  Texas  Rangers  were  master  trackers.  They  w 
attuned  to  every  telltale  sign  that  revealed  the  posit 
strength,  movement  and  condition  of  the  enem ,  " 
colorful  Mexican  troops,  bedecked  in  uniforms  and 
coutrements  of  operatic  splendor  could  be  detec 
from  miles  away  by  the  sparkle  of  the  sun  glinting  of 


•  r  lance  points,  bayonets  and  insignia.  Even  subtle 
I  is,  like  a  discarded  pack  of  cards,  were  useful  in  re- 
ij.,  ling  the  recent  passage  of  large  bodies  of  infantry. 
h  Tfiis  thorough  collection  of  intelligence  finally  paid 
)!  or  Taylor  at  the  Battle  of  Buena  Vista  Alerted  by  his 
.;'  igers  of  the  approach  of  Santa  Anna's  arnny  Taylor  fell 
,)!  k  to  a  strong  position,  laced  with  ravines  to  break  up 
■  assault  formations  of  the  enemy  When  the  f\/lexicans 

3ked,  their  superior  numbers  were  unavailing  against 
,  Amehcan  defenses,  Santa  Anna  retreated,  his  last 

hope  of  defeating  the  Americans  broken. 

The  skills  of  tracking  were  not  invented  by  the  Texas 
I  igers.  Those  very  skills,  in  fact,  are  among  man- 

j's  oldest,  going  all  the  way  back  to  our  prehistoric 

estors.  But  the  Rangers  demonstrated  again  how  the 

t  is  so  vital  in  the  realm  of  conflict. 

Though  the  technology  and  context  of  modern  anti- 


submarine warfare  are  as  far  from  the  Texas  Rangers  as 
one  might  imagine,  the  operational  principle  is  identical: 
to  stalk  concealed  threats  and  neutralize  them. 

As  submarines  become  more  and  more  important 
in  the  balance  of  strategic  power  in  the  world,  the  im- 
portance of  dominating  them  rises  proportionately 
Lockheed's  accomplishments  in  this  mission  have  them- 
selves a  long  history  matching  each  new  generation  of 
submarines  with  an  effective  counter;  In  the  air  under- 
water or  in  space.  As  long  as  there  is  such  a  means  of 
targeting  hostile  submarines,  regardless  of  how  silent 
they  become,  the  dynamic  equilibrium  that  has  existed 
between  the  superpowers  since  World  War  II  will  continue. 
And  peace  will  prevail. 

'^^Lockheed 

Giving  shape  to  imagination 
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A  PROFILE  OF 


THE  TOP  1000 


Wall  Street  professionals  may  still  be 
suffering  hard  times  more  than  a  year 
after  Bloody  Monday,  but  the  stocks 
they  trade  proved  amazingly  resilient. 
Shouldn't  managements  rejoice?  Sure, 
except  for  one  irony:  Share  values 
were  juiced  by  takeover  mania 


23 


THE  LITTLE  GIANTS 


Telecommunications  is  the  trendy  field 
among  the  22  companies  that  couple 
lofty  market  capitalization  with  annual 
sales  of  less  than  $100  million 
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HOW  TO  USE  THIS  ISSUE 


The  ins  and  outs  of  nearly  30,000  bits 
of  data,  all  of  them  eye-opening 
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THE  TOP  1000  TABLES 


Based  on  market  value,  the  BUSINESS 
WEEK  1989  rankings  document  who's 
up  and  who's  down,  since  most — but 
not  all — values  recovered  smartly  from 
the  trauma  of  the  1987  market  crash 
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ALPHABETICAL  INDEX 


Where  to  find  market  value,  sales, 
profits,  assets,  address,  telephone 


RANKING  BY  INDUSTRY 


A  course  in  comparative  value:  How 
companies  stack  up  against  each  other 
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PHOTO  ESSAY 


KELLOGG 


Kellogg  moved  up  briskly  in  BW's 
rankings.  How  did  Tony  the  Tiger  do 
it?  By  riding  the  health  craze  with 
those  crunchy  breakfast  cereals 


90 


25  EXECUTIVES 


TO  WATCH 


Some  of  these  bosses  had  great  years 
and  are  looking  for  more  worlds  to 
conquer.  But  most  are  on  the  hot  seat 
in  one  way  or  another — fighting  off  a 
raider  here,  battling  a  marketing  set- 
back there.  All  are  making  news 
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THE  TOP  200  DEALS 


Foreign  buyers  flooded  in,  and  raiders 
from  past  years  made  new  deals,  often 
to  help  pay  off  the  old  ones 


71 


THE  UNDERVALUED  200 


Here's  a  list  of  companies  that  the 
Street  is  really  down  on.  The  trick  is  to 
bag  the  bargains  and  dodge  the  dogs 
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THE  MERCEDES-BENZ  300  CLASS: 
TURNING  THE  THEORETICAL  INTO 
THE  PHENOMENAL. 


It  is  not  entirely  inaccurate  to  think  of  Mercedes- 
Benz  cars  as  the  handiwork  of  a  scientific 
research  center  that  happens  to 
build  automobiles. 

Consider:  when  the  en- 
gineers of  Mercedes-Benz  began 
creating  the  300  Class,  they  tapped 
the  human  resources  of  a  research 
and  development  branch  five  thou- 
sand, eight  hundred  people  strong. 
Technological  resources  from  a 
sprawling  safety  research  center  to 
one  of  Europe's  most  powerful  wind 
tunnels.  Technological  tools  from 
powerful  high-speed  computers  to  laser  beams. 

It  was  almost  inevitable.  What 
began  as  a  set  of  ambitious  engineering  theo- 
ries ultimately  became,  eight  eventful  years 
later,  an  automotive  phenomenon. 

The  force  of  all  this  leading-edge 
technology  shaved  weight  from  bodies  while 
actually  enhancing  their  strength.  It  refined 
them  into  shapes  so  slippery  as  to  be  almost 
free  of  noisy  turbulence.  It  created  a  multilink 
independent  rear  suspension  system  that  bril- 
liantly resolves  the  conflict  between  soft  ride 
and  crisp  handling. 

Thousands  of  hours  of  bench  test- 
ing, followed  by  thousands  more  in  the  real 


world,  proved  that  a  compact  six-cylinder 
engine  can  be  designed  and  built  to  respond 
hke  a  V-8.  Purr  like  a  V-8.  And 
endure  like  a  Mercedes-Benz. 

And  because  the  his- 
toric Mercedes-Benz  definition  of 
performance  encompasses  a  deep 
concern  for  safety,  the  300  Class 
advances  the  cause  of  occupant 
protection  with  a  body  structure 
designed  to  help  absorb  and  dissi- 
pate crash  energy— not  only  in  regu- 
lation head-on  tests,  but  also  in 
front  offset  collisions.  By  far  the 
likeliest  type  of  serious  impact  in  real  life. 

Swift  and  nearly  silent.  Catlike  in 
agility  yet  vaultlike  in  solidity.  Built  both  for 
instant  driving  gratification  and  long-term 
owner  satisfaction.  The  300  Class  achieves  a 
synthesis  of  functional  excellence  matched 
nowhere  else  in  the  automotive  world. 

Test-drive  the  300  Class:  260  E  or 
300E  Sedan,  300TE  Station  Wagon  or  300CE 
Coupe.  And  turn  the  theoretical  into  the  phe- 
nomenal for  yourself. 


Engineered  like  no  other  car  in  the  world 


1989  Mercedes-Benz  of  N. A..  Inc.,  Monlvale.  N.J. 
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he  BUSINESS  WEEK  1000  is 
now  into  its  fourth  year  of 
reporting  on  America's 
most  valuable  companies. 
Since  the  project  was 
launched  in  1986,  U.  S.  cor- 
porate enterprise  has  been 
rocked  by  massive  change: 
The  stock  market  crashed. 
Real  estate  and  energy  prices  swooned. 
A  weakening  dollar  encouraged  an  in- 
flux of  foreign  investors.  A  tidal  wave 
of  mergers,  takeovers,  and  restructur- 
ing engulfed  entire  industries. 

Despite  such  upheaval,  some  things 
have  remained  constant.  Consider  the 
rankings  at  the  top  of  the  BUSINESS 
WEEK  1000  roster.  Even  though  its 
market  value  is  down  sharply  from 
four  years  ago,  IBM  still  leads  the  pack. 
Exxon  is  still  second,  though  its  value 
is  up  sharply.  And  General  Electric, 
having  acquired  both 
Kidder  Peabody  and 
RCA,  still  ranks  third. 
With  a  market  value 
of  more  than  $40  bil- 
lion, GE  is  ahead  of 
fourth-ranked  AT&T  by 
a  cool  $6  billion.  When 
numbers  get  this  big, 
they  tend  not  to  fluc- 
tuate wildly. 

But  don't  let  this 
stability  fool  you.  The 


The  Top  1000  team. 
Seated,  from  left: 
AAims,  Lewis,  Leach. 
Standing:  Bloom, 
Lester,  Zellner,  Mead, 
Worley,  Farrell, 
Weiss,  Dobrzynski, 
Hansen,  Lippmann 


BUSINESS  WEEK  1000  is  by  no  mean 
static.  Four  years  ago,  for  exampk 
the  roster  of  Little  Giants — companie 
with  sales  of  less  than  $100  million- 
was  chockful  of  biotech  firms.  Bu 
cloning  and  gene  splicing  haven't  pro\ 
en  to  be  as  profitable  as  optimists  one 
hoped,  and  now  many  of  these  ar 
gone  from  the  list.  Their  replacements 
Cellular  telephony  is  today's  hot  tickei 
and  companies  such  as  Contel  Cellula 
and  Associated  Communications  ar 
making  impressive  debuts. 

This  marriage  of  stability  an 
change  is  part  of  the  appeal  of  th 
BUSINESS  WEEK  1000.  The  list  mirror 
the  evolving  economy.  While  much  o 
Corporate  America  remains  the  s;im 
from  one  year  to  the  next,  at  the  mai 
gin  nearly  everything  is  changing 
That's  why  movement  on  this  list  is 
handy  index  of  corporate  vitality. 

Pulling  togethe 
these  statistics  was 
massive  job.  The  issu 
was  supervised  by  St 
nior  Editor  Ephraii 
Lewis  with  the  help  c 
more  than  40  staft'en 
Markets  &  Inves 
ments  Editor  Gar 
Weiss  wrote  the  covt 
story,  while  Senic 
Writer  Judy  Dob: 
zynski  turned  out  th 
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troduction  to  the  rankings  of  the  200 
rgest  mergers.  This  year,  the  tables 
elude  a  list  of  the  top  20  mergers 
itiated  in  1988  but  either  completed  in 
)89  or  pending.  That  let  us  record 
ich  blockbusters  as  RJR  Nabisco. 
The  Undervalued  200  introduction 
as  written  by  Corporate  Finance  Edi- 
)r  Chris  Farrell,  while  Detroit  corre- 
3ondent  Wendy  Zellner  was  responsi- 
(e  for  the  photo  essay  on  Kellogg, 
^ith  the  help  of  a  dozen  business 
EEK  regional  bureaus,  People  Editor 
eter  Finch  edited  the  25  Executives  to 
/'atch,  whose  co.Tipanies  continued  to 
lake  news  right  up  to  deadline.  Harris 
ollingwood.  Marc  Frons,  and  Andrea 
othman  helped  out  with  the  editing. 
The  issue  was  designed  by  Molly 
each,  a  talented  magazine  art  director 
'ho  has  worked  before  on  this  maga- 
me's  special  issues.  She  was  assisted 
y  Jeri  Hansen.  BUSINESS  week's  art 
irector,  Malcolm  Frouman,  looked 
ver  their  shoulders. 
As  usual  in  a  statistical  enterprise  of 
lis  size,  the  heaviest  burdens  are 
erne  by  the  people  who  develop  and 
rocess  the  figures.  Standard  &  Poor's 
lompustat  Services,  like  business 
/fiEK  a  unit  of  McGraw-Hill,  maintains 
.^hat  is  probably  the  nation's  largest 
•ank  of  financial  data  on  U.  S.  public 
orporations.  In  the  space  of  a  couple 
f  days,  Compustat  delivers  to  us  an 
stonishing  package  of  statistics, 
v'hich  constitutes  the  heart  of  the  sta- 
istical  tables.  From  then  on,  it's  the 
ah  of  Scoreboards  Editor  Bob  Mims  to 
vhip  the  data  into  publishable  form, 
'he  round-the-clock  labor  of  translat- 
ng  the  numbers  into  pages  of  print  fell 
0  John  Williams,  business  week's  di- 
ector  of  editorial  operations,  and  pro- 
i  luction  editors  Barbara  Mead  and 
I  Claire  Worley.  Steve  Romanoff,  as 
isual,  read  every  number  and  word  for 
j  iccuracy,  and  Mary  Lee  Schneider  and 
1  3raig  Socia  followed  the  whole  pack- 
ige  through  the  printing  process.  Pho- 
ography  was  supervised  by  Sue 
Bloom  and  Larry  Lippmann  of  our  pho- 
o  department.  My  thanks  to  all. 


Hottest  rental.  2007  A.D. 


The  VCR  you'll  play  it  on.  2007  A.D. 

what  movie  will  be  the  blockbuster  of  2007  A.D.  ?  Hard  to  say.  But  one 
thing's  for  certain.  Samsung  VCRs  will  definitely  be  getting  rave  reviews. 

SAMSUNG 

The  future  of  electronics. 
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BusinessWeek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  Centel  Corporation 

3.  Wausau  Insurance  Companies 

FINANCIAL  PRODUCTS 
AND  SERVICES 

4.  Chicago  Mercantile  Exchange 

5.  CIGNA  Corporation 

6.  Continental  Bank 

7.  Credit  Suisse 

8.  Delta  Dental  Plans 

9.  First  National  Bank  of  Chicago 

10.  Lomas  Financial  Corporation 

11.  Twentieth  Century  Investors, 
Inc. 

12.  Van  Kampen  Merritt 
PRODUaS/SERViCES 

13.  American  Gas  Association 

14.  Amoco  Chemical  Company 

15.  AshtonTate:  dBase  IV 

16.  ASK  Computer  Systems 

17.  Audi  of  America 

18.  Bally  Manufacturing  Corp. 

19.  BULL 

20.  CSX  Transportation 

21.  Canon  Copiers 


22.  CAST 

23.  Centel  Corporation 

24.  Chevrolet  Fleet  Sales 

25.  Conrail 

26.  Consolidated  Freightways 

27.  Daewoo 

28.  Deutsche  Bundespost 

29.  Dictaphone 

30.  Dodge  Car  Division  -  Dynasty 

31.  E.N.L  Group 

32.  Eastman  Kodak  Copy  Products 

33.  Entre  Computer  Centers 

34.  Federal  Express  Corporation 

35.  H.Q.  -  Headquarters  Companies 
Business  Centers 

36.  Hanson  Industries 

37.  Hewlett-Packard  LaserJet 
Printers 

38.  Jeep®  Cherokee  Limited 

39.  Line  Service 

40.  Mack  Trucks 

41.  Martin  Marietta 

42.  Mazda  Motor  of  America,  Inc. 

43.  Meridien  Hotels 

44.  National  Electronic  Information 
Corporation  (NEIC) 

45.  1989  Lincoln  Continental 

46.  Nissan  Industrial  Truck 

47.  Olsten  Services 

48.  OMNIFAX/Telautograph 

49.  OMNINOTE/Telautograph 


50.  Oracle  Corporation 

51.  Peterbilt 

52.  PUot  Executive  Software 

53.  Prime  Computer,  Inc. 

54.  Ricoh  Fax 

55.  Sales  Technologies  Inc. 

56.  Schott  Corporation 

57.  Sears  Communications 
Company 

58.  Sheraton  Hotels 

59.  Software  Publishing  -  Harvard 
Graphics 

60.  SonyRDSS 

61.  Systems  Center 

62.  Toshiba  America,  Inc.  - 
Infonnation  Systems  Divisions 

63.  Unisys 

64.  Varco-Pruden  Metal  Buildings 

65.  Wausau  Insurance  Companies 

66.  Xerox  Copiers 

67.  Yellow  Freight  Systems,  Inc. 

AREA  DEVELOPMENT 

68.  Government  of  Canada 
External  Affairs 

69.  Iowa  Department  of  Economic 
Development 

70.  Missouri  Department  of 
Economic  Development 

71.  South  Carolina  State 
Development  Board 
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ir  &  Marx  retailer  in  your  area,  call  toll-free  1-800-FASHION. 


WALL  STREET  DOESN'T  BRUISE  EASILY.  IF 
nothing  else,  the  events  of  the  past  few  years  have 
proven  that  the  markets  can  take  their  lumps — from 
Bloody  Monday,  the  economic  number  du  jour,  or  the 
insider  trading  scandals.  The  business  of  putting  a  price 
on  Corporate  America  goes  on  pretty  much  as  usual. 

Considering  the  reduced  expectations  and  fears  of 
economic  apocalypse  that  followed  the  crash,  it's  re- 
markable how  well  public  companies  have  done.  Profits 
have  risen  with  unforeseen  power,  and  corporate  man- 
agers have  continued  to  restructure  with  abandon, 
thereby  "maximizing  shareholder  value" — as  well  as 
their  own  net  worth. 

One  can  inveigh  against  the  evils  of  mergers  and 
darkly  predict  an  earnings-bashing  recession.  But  in 
industry  after  industry  a  combination  of  profit  recovery 
and  takeover  fever  has  genuinely  enriched  common 
shareholders,  if  not  the  commonweal.  Bankers  and  pub- 
lishers, consumer  products  manufacturers  and  telecom- 
munications companies — all  have  benefited  from  these 
two  factors. 

The  best  scorecard,  though,  is  the  continuing  judg- 
ment of  the  marketplace.  What  is  the  verdict?  Which 
companies  are  in  favor?  Out  of  favor?  Waning  or  wax- 
ing? The  answers  can  be  found,  or  at  least  surmised. 
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through  a  perusal  of  the  rankings  that 
begin  on  page  166.  BUSINESS  week's 
annual  1000  ranked  list  sets  forth  data 
on  America's  most  valuable  public  com- 
panies, listed  in  descending  order  of 
their  market  value  as  of  Mar.  17  of  this 
year. 

UNLIKE  OTHER  RANKINGS  based 

on  sales  or  some  mysterious  amalgam 
of  statistics,  BUSINESS  WEEK  concen- 
trates on  the  market's  judgment  alone. 
To  be  sure,  "Mr.  Market,"  as  Berkshire 
Hathaway  Inc.  Chairman  Warren  E. 
Bulfett  calls  it,  is  prone  to  frequent 
sulks  and  bursts  of  giddiness.  "The 
poor  fellow  has  incurable  emotional 
problems,"  Buffett  remarked  last  year 
in  Berkshire's  annual  report.  Among 
thinly  capitalized  companies,  obscurity 
results  in  little  analyst  coverage  and  a 
relative  paucity  of  available  informa- 
tion, so  they're  frequently  showered 
with  undeserved  value  or  ignored  and 
thereby  undervalued. 

But  among  large-capitalization 
stocks  such  as  those  in  the  BUSINESS 
WEEK  1000,  anomalies  are  less  fre- 
quent, and  market  value  remains  the 
single  most  comprehensive  measure  of 
a  company's  size  and  the  best  indica- 
tion of  its  prospects.  Moreover,  mar- 
ket-value data  enable  you  to  spot 


smaller  hot-growth  companies  that  are 
ignored  by  revenue  rankings.  Such 
companies  may  be  nifty  investments — 
or  candidates  for  short-selling.  You  be 
the  judge. 

Overall,  the  BUSINESS  WEEK  1000  has 
performed  handsomely.  Sales  for  those 
companies  rose  117'  in  1988  over  1987, 
compared  with  a  more  modest  increase 
in  assets  of  8%'.  But  the  increase  in 
profits  is  especially  cheery — a  jump  of 
just  under  a  third  during  1988.  That's 
pretty  much  in  line  with  the  36%  gain 
in  earnings  per  share  for  the  Standard 
&  Poor's  500-stock  index. 

Nevertheless,  the  stock  market  acu- 
men of  the  BUSINESS  WEEK  1000  compa- 
nies has  been  less  impressive  than  the 
strength  of  their  bottom  lines.  In  a 
reverse  of  their  subpar  performance 
before  the  crash,  small-cap  stocks  have 
outshone  their  larger  brethren.  Large- 
ly as  a  result  of  a  stellar  first  quarter, 
the  Russell  2000  index  of  small-cap 
stocks  gained  25%  in  1988.  The  Russell 
1000  index,  which  virtually  tracks  the 
BUSINESS  WEEK  roster,  gained  17.6%, 
and  the  S&P  500's  rose  16.5%.  So  far 
this  year,  small-cap  stocks  have  not 
staged  a  repeat  performance,  but 
they've  held  their  own. 

Profits  may  have  been  extraordinari- 
ly healthy  in  1988,  but  the  conventional 


wisdom  on  Wall  Street  is  that  earnings 
peaked  in  1988  and  will  not  rise  quite 
so  smartly  in  1989.  The  Street  has  late- 
ly been  fickle  on  the  subject  of  recent 
earnings,  failing  to  reward  good  news 
while  showering  praise  on  marginal 
performers  that  are  expected  to  do 
well  in  the  future. 

The  fuel  industry  is  an  example  of 
this  indifference  toward  good  perfor- 
mance. Energy  companies  saw  their 
profits  zoom  128%'  in  1988,  among  the 
highest  gainers  in  the  BUSINESS  week 
1000  data  base.  But  Wall  Street  was 
slow  to  catch  on  to  the  resurgence 
among  these  companies,  and  their  mar- 
ket value  rose  a  paltry  77.  Only  in 
recent  months  have  favorable  oil-price 
trends  begun  to  breathe  life  back  into 
energy  stocks. 

Miles  away  from  the  laggard  oil 
stocks,  which  have  long  been  among 
the  Street's  whipping  boys,  are  tele- 
comm.unications  companies.  They  seem 
to  be  generating  a  tremendous  amount 
of  enthusiasm  and  much  good  press 
concerning  the  supposed  future  value 
of  their  assets.  What  they're  not  gener- 
ating is  much  in  the  way  of  revenues. 
As  a  group,  telecommunications  took  a 
21%'  hit  in  profits — but  rose  22%  in 
market  value — and  Wall  Street's  love 
affair  with  the  growth  prospects  of  eel- 
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NERGY  PROFITS  ZOOMED 


128%  — BUT  MARKETS 


WERE  SLOW  TO  REFLECT 


THE  REBOUND 


lular-communications  companies  is  one 
of  the  main  reasons.  This  is  borne  out 
by  these  companies'  dominance  of  the 
list  of  Little  Giants — companies  on  the 
BUSINESS  WEEK  1000  list  with  sales  of 
less  than  $100  million  (page  23).  Cellu- 
lar companies  are  also  prominent 
among  companies  that  have  risen  the 
most  in  rank.  Cellular  Communications 
Inc.,  for  example,  rose  343  places,  to 
No.  469,  while  Metro  Mobile  CTS  Inc. 
gained  176,  to  a  lofty  No.  379. 

Among  the  behemoths  at  the  very 
top  of  the  rankings  there  was  little 
change.  As  in  1988,  the  largest  compa- 
nies are  IBM,  Exxon,  General  Electric, 
and  American  Telephone  &  Telegraph, 
in  that  order  (table).  But  as  one  ven- 
tures farther  down  the  list,  the  mar- 
ket's changing  judgments  become 
more  readily  apparent.  The  most  prom- 


inent shift  among  the  top  echelons  is 
RJR  Nabisco  Inc.,  which  moved  from 
27th  place  in  1988  to  12th  in  this  list. 
The  reason,  of  course,  is  the  company's 
acquisition  by  Kohlberg  Kravis  Rob- 
erts &  Co.  Last  year's  celebrated  bid- 
ding war  pushed  RJR's  stock  price  sky- 
high.  And  the  benefits  from  the 
merger  are  not  likely  to  end  there. 
Spinoffs  from  the  R.JR  empire  may  well 
pop  up  on  future  BUSINESS  WEEK  1000 
rosters,  and  operating  units  often  per- 
form well  for  shareholders  once  they 
are  untied  from  the  corporate  parent. 

IN  TERMS  OF  sheer  dollars,  the  RJR 
Nabisco  buyout  was  a  prime  example 
of  how  shareholder  value  can  burst 
forth  from  a  takeover  like  energy  from 
a  split  atom.  A  year  ago,  RJR  Nabisco 
boasted  a  market  value  of  $12.9  billion. 


Last  fall's  original  leveraged-buyout 
proposal  by  R.JR  CEO  Ross  F.  Johnson, 
backed  by  Shearson  Lehman  Hutton 
Inc.,  would  have  bought  the  company 
for  $17.5  billion.  But  by  the  time  the 
dust  cleared,  the  ante  had  been  raised 
by  $8  billion — raising  shareholder  val- 
ue, to  be  sure,  but  also  raising  some 
serious  questions.  Was  the  original 
management  bid  an  effort  to  buy  the 
company  on  the  cheap?  Or  did  KKR 
simply  overpay? 

Even  when  questions  of  valuation 
are  not  at  issue,  LBOs  have  the  lamen- 
table side  effect  of  saddling  the  target 
company  with  significant  levels  of 
debt,  often  turning  existing  institution- 
al-grade bonds  into  "junk."  A  recent 
case  study  of  deteriorating  credit  quali- 
ty as  a  byproduct  of  an  otherwise  rou- 
tine merger  is  Ohio  Mattress  Co.  The 
nation's  premier  manufacturer  of  bed- 
ding (its  big  brand  is  Sealy)  is  in  the 
midst  of  a  $980  million  buyout — no 
slouch  for  a  company  whose  market 
value  a  year  ago  was  a  mere  $344  mil- 
lion, only  barely  enough  to  win  a  place 
on  the  1988  BUSINESS  WEEK  1000.  But 
this  year,  as  a  result  of  the  share-price 
rise  brought  about  by  the  buyout,  Ohio 
Mattress  has  been  lifted  406  places  in 
the  rankings,  to  No.  578. 

Largely  as  a  result  of  the  LBO,  Ohio 
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1  COMPANY 

1988  ASSETS 
(BILLIONS  OF 
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1  IBM 
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14  ATLANTIC  RICHFIELD 
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SEARS,  ROEBUCK 
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15  EASTMAN  KODAK 
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There  was  a  time  when  we  at  Continental  thought  we  could  do  everything 
Chalk  it  up  to  youthful  exuberance.  We  were  only  130  years  old  then. 

But  today,  at  13^  ,  we've  come  to  understand  something  that  still  escapes 
most  fmancial  institutions:  that  while  there  are  no  limits  to  what  a  bank  can 
promise,  there  are  limits  to  what  a  bank  can  do.  Particularly  if  it  intends  to  do 
them  superlatively 

Continental  Bank 

Doing  various  things  pretty  well 
for  you  and  a  bunch  of  other  people. 


Our  logo,  1987. 

So  instead  of  splitting  ourselves  between  the  consumer  and  business 
markets,  we're  concentrating  on  business  exclusively. 

What  this  means  is  that  Continental  can  provide  your  company  with  a 
wider  range  of  innovative  fmancial  products,  a  more  flexible  approach  to  problem- 
solving,  and,  altogether,  a  higher  level  of  service  than  you  could  expect  from  the 
typical  jack-of-all-trades  banks  to  which  you're  accustomed. 

For  example,  our  fmancial  risk  management  strategies  can  erect  a  firm  line 

c  lW)C.ontlncn«l  B.ink.  \  A  231  Souih  LiS,ilk-  Sirtt;.  (,hn,ip>,  lllimni  60697 


mg,  )f  defense  against  fluctuations  in  interest  rates,  exchange  rates  and  commodity  costs. 

Our  custom-designed  loans  can  give  you  access  to  cash  reserves  you  didn't 
)es  mow  you  had.  Our  unique  approach  to  corporate  finance  can  bring  you  higher 
an  'eturns  on  your  investment  capital  or  more  favorable  terms  on  the  funds  you  borrow, 
jo  And  our  cash  management  services  are  so  flexible,  we'll  even  make 

>ure  our  systems  work  with  those 

Continental  Bank 

A  new  approach  to  business. 

i  I  III 

Our  logo,  1989. 

of  your  suppliers  to  keep  your  day-to-day  financial  machinery  running  smoothly 
You  see,  because  all  our  eggs  are  in  the  business-banking  basket,  doing  a 

better  job  for  business  is  more  than  a  matter  of  principle  for  us.  It's  a  matter  of  necessity 
^  It's  also  a  matter  we  invite  you  to  explore  in  greater  detail  by  calling  (312) 

828-5799  and  talking  to  a  Continental  banker. 

In  the  process,  you'll  make  a  happy  discovery  Our  logo  may  have  changed, 

but  everything  else. .  .well,  everything  else  has,  too. 


Mattress  shares  have  risen  some  507" 
since  the  beginning  of  the  year.  But 
the  company's  standing  in  the  fixed- 
income  markets  deteriorated,  quite  pre- 
dictably, because  of  the  expected  debt 
load.  After  the  LBO  was  announced, 
both  Moody's  Investors  Service  Inc. 
and  Standard  &  Poor's  Corp.  promptly 
announced  a  review  of  the  company's 
credit  ratings,  noting  that  any  future 
debt  issues  are  likely  to  be  unrated 
"junk"  bonds. 


A  MORE  ORTHODOX  way  of  Creating 
value  for  shareholders  is  to  raise  earn- 
ings— or,  at  least,  expectations  of  im- 
proved earnings.  In  that  arena,  few 
companies  can  match  a  relatively  ob- 
scure Chicago  telephone- 
holding  company,  Tele- 
phone &  Data  Systems. 
TDS  ranked  953  on  the  1988 
list  of  the  BUSINESS  WEEK 
1000,  but  climbed  417 
places,  the  heftiest  rise  of 
any  company,  to  No.  536 — 
a  higher  ranking  than  that 
enjoyed  by  such  corporate 
notables  as  Control  Data 
Corp.  and  mgm/ua  Commu- 
nications Co. 


DESPITE  A  DECLINE  in 

profits  in  1988,  TDS  has 
done  remarkably  well  for 
its  shareholders  because  of 
expectations  of  future 
growth.  The  company  pro- 
vides local  and  long-dis- 
tance phone  service 
through  80  operating  com- 
panies in  26  states,  and  it's 
supplementing  that  busi- 
ness by  expanding  into — 
guess  what? — cellular  tele- 
phones. TDS  is  an  80%  own- 
er of  U.  S.  Cellular  Corp., 
which  went  public  last  May 
and  gained  enough  share- 
holder enthusiasm  to  win  a 
place  on  the  business 
WEEK  1000  (No.  570),  albeit 
as  a  revenue-sparing  Little 
Giant.  TDS  shares  have  al- 
most tripled  since  the 
crash  and  are  priced  at 
more  than  80  times  1988 
earnings. 

Also  high  on  the  list  of 
ranking  upgrades  are 
banks,  many  of  which  saw 
their  earnings  rise  smartly 
in  1988  over  1987.  Take 
BankAmerica  Corp.  The 


ANK  PROFITS  PICKED  UP 


AS  INVESTOR  MORALE 


RECOVERED  FROM  THE 


1  987  MARKET  CRASH 


San  Francisco  banking  powerhouse,  re- 
covering from  years  of  crummy  perfor- 
mance, saw  its  adjusted  earnings  per 
share  (after  providing  for  Third  World 
loan  losses,  resulting  tax  benefits,  and 
large  asset  sales)  climb  from  51$  in 


way 


back 


HOW    INDUSTRIES  FARED 
IN    MARKET  VALUE 
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TOBACCO 

55.6 

35 

ENTERTAINMENT 
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34 

BROADCASTING 

36.3 

32 

ALUMINUM 

10.4 

28 

REAL  ESTATE 

4.3 

25 

STEEL 

7.8 

24 
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CHANGE 
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TIRE  &  RUBBER 

$4.2 

-16  % 

SEMICONDUCTORS 

17.1 

-14 

INSTRUMENTS 

9.6 

-10 

ELECTRONICS 

19.3 

-9 

RAILROADS 

26.5 

-5 

INDUSTRIAL  DISTRIBUTION 

7.9 

-5 

BUSINESS  &  COMPUTER  SERVICES 

9.8 

-4 

MISCELLANEOUS  SERVICES 

5.6 

-4 

PETROLEUM  SERVICES 

18.0 

-4 

ELECTRICAL  PRODUCTS 

22.5 

-3 

DATA:  STANDARD  t  POOR'S  COMPUSTAT 

SERVICES  INC, 

1987  to  $3.64  in  1988  (BW— Apr.  3).  As 
shareholders  rejoiced,  BankAmerica's 
rank  rose  from  No.  333  in  1988  to  135 
on  this  year's  list.  Likewise,  Continen- 
tal Bank,  No.  897  in  1988,  clawed  its 
from  hard  times,  rising  to 
575.  Also  climbing  with  the 
flood  tide  of  renewed  in- 
vestor confidence  were 
First  Maryland  Bancorp, 
which  rose  from  No.  890  to 
638,  and  Florida  National 
Banks  of  Florida  Inc., 
which  trundled  up  to 
No.  685  after  placing  at  a 
lowly  923  last  year. 

At  the  opposite  end  of 
the  spectrum  are  the  Sad 
Sacks  of  the  1000:  those 
whose  market  values 
plummeted.  They  include 
Kroger  Co.,  the  big  gro- 
cery chain  that  dropped 
from  No.  227  to  580  be- 
cause of  a  financial  re- 
structuring, and  Seagate 
Technology,  a  leader  in  the 
once-hot  computer  disk- 
drive  industry,  which 
dropped  from  No.  474  to 
782  as  investor  enthusiasm 
waned. 

Of  course,  a  depressed 
market  value  can  attract 
attention  from  potential 
raiders — and  the  prospect 
of  a  buyout  at  a  higher- 
than-market  price.  Some  47 
companies,  including  such 
illustrious  takeover  targets 
as  Kraft,  Stop  &  Shop,  and 
Macmillan,  were  on  the 
1000  list  last  year,  only  to 
vanish  from  the  rankings 
as  the  result  of  mergers. 
Rising  to  a  place  on  the 
BUSINESS  WEEK  1000  may 
be  a  high  honor,  but  for 
many  companies  there  is 
even  greater  virtue  in 
oblivion. 

By  Gary  Weiss  in  New  York 
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\  fe^eringour  nest  with  over  $800  milKon  in  printing  paper  sales. 


Georgia-Pacific  has  now  become  one  of  the  world's 
largest  suppliers  of  uncoated  printing  and  writing  paper. 

Already  we  have  one  of  the  world's  largest  white 
paper  machines,  that  produces  over  650  tons  per  day.  And  with 
our  new  machine  in  Port  Hudson,  Louisiana,  now  on  line,  we  are  well 
positioned  to  become  an  even  more  influential  competitor  in  a  market 
that  is  expected  to  grow  at  a  rate  twice  that  of  the  GNP. 

Containerboard.  Packaging.  Tissue.  Market  pulp.  Printing  and 
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sales  and  upwards  of  $600  million  in  operating  profits  in  1988. 
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OUR  SALES  SOLUTIONS 
ARE  AS  VARIED  AS  OUR 
CLIENTS  PRODUCTS. 


Duracell  got  a  jump  on  the  competition  through  Ue  he  - 

improved  ^les  marketing  communications  a  better  .•. . 


ise  of  Seagram  find 
rate  and  monitor  safe 


When  it  comes  to 
automating  the  sales  forces  of 
large  corporations,  with  their 
varied  products,  marketing  an^ 
sales  support  needs,  one  com-, 
pany  leads  the  field:  Sales 
Technologies,  Inc.* 

We  excel  in  the  design, 
installation  and  support  of 
tailored  software  for  large  fielc 
sales  forces.  Our  experienced 
project  teams  offer  specializec 
skills  in  a  wide  variety  of  induj 
tries,  enabling  us  to  work  uTth 
you  to  develop  a  state-of-the- 
art  system  to  meet  your  specil: 
needs.  In  fact.  Sales  Tech-  || 
nologies  has  already  installed 
highly  successful  field  sales 
automation  systems  for  many 
major  corporations  worldwid( 

If  you've  decided  that 
sales  force  automation  is  an 
idea  whose  time  has  come,  fini 
out  why  Sales  Technologies,  a 
company  of  The  Dun  &  Brad- 
street  Corporation,  has  becorr: 
the  leading  choice.  Call  Chris 
Bradford  at  (404)  841-4000 
for  more  information. 

Sales  Technologies.  We'r 
known  by  the  company  we  keei. 


Sales  Technologies,  Inc. 


3399  Peachtree  Rd  .\h.  Atlanta.  GA  3u32d    13- 3a  Grentell  Rd.  Maidenhead.  BerKinirc.  bl.o  ihs 
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PRESS  YOUR  EAR  TO  THE  DOORS 
of  these  companies  and  you  won't  hear 
much  rustle  of  greenbacks  in  their 
cash  drawers.  Nevertheless,  investors 
are  paying  close  attention  to  this  roster 
of  "Little  Giants" — whose  perceived 
acumen  in  generating  future  revenues 
has  pushed  their  market  valuations 
into  the  rankt  of  the  Top 
1000,  despite  sales  of  less 
than  $100  million.  This  year 
there  are  22  of  them  (page 
26)  all  striving  for  the  day 
when  their  revenues  will 
stride  into  the  nine  figures. 

Dominating  this  year's 
roster  are  cellular  telephone 
companies.  That's  not  sur- 
prising, given  Wall  Street's 
enthusiasm  for  this  rapidly 
growing  segment  of  the 
telecommunications  indus- 
try. One  hot  newcomer  is 
Contel  Cellular  (No.  297  in 
the  Top  1000),  which  was 
formed  when  parent  Contel 
Corp.  spun  off  10%  of  its  cel- 
lular holdings  in  an  $85  mil- 
lion stock  offering  in  April, 
1988.  Since  the  offering,  the 
offspring's  stock  has 
jumped  from  $17  to  some 
$38  per  share.  With  partner- 
ships in  such  lucrative  mar- 
kets as  Los  Angeles,  and  ex- 
pansion underway  in  rural 
areas  such  as  Vermont,  Con- 
tel Cellular  ranks  as  one  of 
the  few  profitable  cellular 
operators  in  the  country. 
The  company  recorded  a 
$2.6  million  profit  on  $28.3 
million  in  revenues  during  the  most  re- 
cent 12-month  period. 

Other  cellular  phone  companies  gen- 
erally have  not  fared  so  well,  but  they 
nonetheless  boast  hefty  market  capital- 
izations because  of  expectations  for 
burgeoning  revenues — someday.  Metro 
Mobile  CTS  (No.  379),  a  major  cellular 
operator  in  the  Southwest,  returns  for 


its  third  straight  year  on  the  Little 
Giants  list  despite  widening  losses. 
Likewise,  North  Carolina-based  Van- 
guard Cellular  Systems  (No.  761)  is  an- 
other cellular  play  that  has  managed  to 
maintain  a  hefty  market  valuation  de- 
spite losses  caused  by  heavy  capital 
expenditures.  During  the  company's 


w 


ELLULAR  TELEPHONES 


BUMPED  THE  DRUG 


BOUTIQUES  AS  THEHOTTEST 


GROWTH  GROUP 


first  year  in  the  public  domain,  reve- 
nues rose  110?f',  to  $22.9  million,  but 
losses  more  than  doubled,  to  $26.6  mil- 
lion. U.S.  Cellular  (No.  570)  also  lost 
money  in  1988,  and  it  is  expected  to 
lose  again  this  year.  But  its  market 
valuation  has  risen  to  lofty  levels  by 
dint  of  the  company's  aggressive 
growth.  By  adding  service  in  17  new 


markets  and  expanding  in  11  other  ar- 
eas, the  company  tripled  its  roster  of 
clients  last  year. 

Also  looming  large  in  the  cellular 
business  is  a  newcomer  to  the  Top 
1000,  Associated  Communications 
Corp.  (No.  947).  Founded  10  years  ago, 
this  Pittsburgh-based  company  was  a 
run-of-the-mill  radio  broad- 
caster until  1985,  when 
Chairman  and  CEO  Jack  N. 
Berkman  decided  to  sell  off 
all  but  two  stations  and  buy 
into  the  budding  cellular 
business.  Associated  owns 
I  interests  in  five  cellular 
companies  in  New  York, 
Pittsburgh,  and  the  San 
Francisco-San  Jose  area. 
Sales  from  cellular  opera- 
tions grew  to  $12.5  million 
last  year,  78^  of  total  sales 
vs.  $315,500  in  1986.  But 
earnings  won't  begin  to  flow 
until  the  cellular  phone  net- 
work begins  to  take  on  sub- 
scribers. One  plus  is  the 
company's  5%  interest  in 
Tele-Communications  Inc., 
one  of  the  nation's  largest 
cable  systems,  purchased 
for  $7  million  in  1979  and 
currently  worth  $229  million. 

Drug  companies  also  con- 
tinue to  be  a  major  presence 
among  the  Little  Giants. 
Alza  Corp.  (No.  599),  which 
specializes  in  drug  delivery 
systems,  returns  for  a 
fourth  year.  The  company 
has  about  30  products  in 
various  stages  of  develop- 
ment, aimed  at  such  commonplace  af- 
flictions as  angina,  hypertension,  asth- 
ma, and  pain.  The  prospects  for  these 
products  have  analysts  projecting  a 
50%  annual  growth  rate  through  1990. 
In  1988  earnings  grew  more  than  20%, 
to  $17  million  on  revenues  of  $84.2  mil- 
lion. Amgen  (No.  633)  is  back  for  a 
third  time.  The  company  lately  has 
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HOrEl.S  MERIDIEN 


Appreciation  of  detail 
results  in  perfection. 
Come  blossom  in  ours, 


The  style  to  which  you've 
become  accustomed  is  ali^ 
and  well  at  Le  Meridien. 
Whether  your  tastes  run 
toward  a  high-powered,  co 
politan  business  center  or 
relaxing,  Eden-like  getaw 
Le  Meridien  offers  a  bouq 
of  nine  perfect  hotels  in 
North  America  to  pick  froi 
You'll  bask  in  the 


table  "Meridien  Style," 
b  exudes  from  every  facet 
ir  stay.  Whether  it  is  an 
gently  complete  health 
or  a  full  business  center, 
i  regional  cuisine  or  an 
•-gentle  wake-up  call, 
I  relish  all  the  petals  of 
erfection. 

Come  delight  in  this 
ring  of  fine  detail  in  the 
:r  of  Boston,  Montreal, 
New  Orleans,  New 
York,  Newport  Beach, 


San  Francisco,  Vancouver 
and  at  our  two  new  resort 
locations:  San  Diego  and  the 
Bahamas.  A  bouquet  of  this 
quality  is  so  rare,  how  can  you 
refuse  it? 

For  reservations  call 
(800)543-4300  or  your 
travel  planner,  and  don't  forget 
to  ask  about  Llnvitadon,  our 
frequent-guest  program. 
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In  North  America: 
Boston  •  Montreal  •  Nassau,  Bahamas 
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WITH  ANNUAL  SALES 


UNDER$20  MILLION  EACH 


aroused  investor  enthusiasm  for  its  de- 
velopment of  EPO,  an  anemia-fighting 
drug  soon  to  hit  the  market.  Analysts 
expect  this  drug  will  eventually  rake  in 
sales  of  as  much  as  $2  billion. 

Cetus  (No.  956)  is  likewise  riding 
high.  The  biotech  company  has  filed 
for  approval  of  Interleukin-2,  an  anti- 
cancer drug  that  analysts  expect  will 
draw  revenues  in  the  $200  million 
range  in  the  1990s,  and  it  is  also  en- 
gaged in  other  advanced  research  that 
has  drawn  Wall  Street's  attention.  It  is 
one  of  the  few  biotechnology  compa- 
nies that  is  believed  to  stand  a  good 
chance  of  making  the  transition  to  a 
full-line  drug  company. 

Other  high-tech  outfits  benefiting 
from  lofty  growth  expectations  are 
Adobe  Systems  (No.  865)  and  Forest 
Laboratories  (No.  795).  Forest  is  a  ma- 
jor developer  of  sustained-release 
drugs  including  its  patented  Synchron 
system  that  produces  tablets  providing 
a  continuous  release  of  medication  into 
the  bloodstream.  Adobe,  which  has  pio- 
neered software  for  laser  printers,  re- 
cently created  Display  PostScript,  a 
language  for  computer  screens  that 
has  excited  some  investors.  More 
down-to-earth  is  tcby  Inc.  (No.  804), 
the  frozen  yogurt  franchise  operation. 
tcby's  franchising  system  has  under- 
gone explosive  growth,  zooming  to 
1,240  stores  from  fewer  than  100  five 
years  ago. 

APART  FROM  the  cellular  and  high- 
tech outfits,  the  other  major  group  of 
Little  Giants  flows  from  the  real  estate 
business.  One  notable  example  is  Chi- 
cago Milwaukee  Corp.  (No.  988).  Its 
relatively  high  market  cap  reflects  the 
company's  substantial  cash,  real  estate 
holdings,  and  tax-loss  benefits.  Chicago 
Milwaukee  sold  off  its  rail  assets  in  the 
late  1970s  and  today  is  a  money  mana- 
gement/real estate  development  firm. 
Later  this  yea*',  Chicago  Milwaukee  ex- 
pects to  spin  •  iT  its  real  estate  hold- 
ings to  shareholders,  possibly  in  the 
form  of  a  limited  partnership. 


Real  estate  investment  trusts  are 
also  well-represented.  Returning  to  the 
list  for  a  third  straight  year  is  First 
Union  Real  Estate  (No.  979).  But  that's 
no  great  honor,  for  the  company  has 
seen  its  revenues  remain  essentially 
flat  for  three  straight  years.  Right 
above  it  on  the  Little  (jiants  list  is 
Weingarten  Realty  (No.  963),  one  of 
the  few  real  estate  companies  to  sur- 
vive the  Houston  economic  debacle. 
The  company  prospered  by  playing  it 
safe  during  the  oil  boom.  Although 
critics  dismissed  it  as  too  conservative, 
Weingarten  stuck  to  its  simple  formu- 


la: strip  shopping  centers  of  50,000  to 
300,000  square  feet  with  anchor  ten- 
ants such  as  large  supermarkets.  The 
anchors  have  enough  consistent  draw- 
ing power  to  survive  the  downturn. 
Revenues  in  1988  increased  5.9%,  to 
$64.76  million.  Another  Lone  Star  State 
real  estate  outfit  to  make  the  list  is 
San  Juan  Basin  Royalty  Trust 
(No.  897).  A  holding  company  adminis- 
tered by  Texas  American  Bank,  the 
company  has  generated  investor  inter- 
est in  its  oil  and  gas  leaseholds  in  New 
Mexico's  San  Juan  Basin. 

TCA  Cable  TV  (No.  880)  has  had  sub- 
stantial success  through  its  strategy  of 
penetrating  only  mid-size  cities  and  ru- 
ral markets.  The  company  doesn't  op- 
erate in  larger  cities,  on  the  theory 
that  the  highest  operating  efl[iciencies 
can  be  had  in  rural  areas.  Chairman 
Robert  M.  Rogers  is  the  majority 
shareholder,  and  the  company  is 
viewed  in  some  quarters  as  a  possible 
takeover  target.  But  in  fact  no  take- 
over attempts  have  materialized. 

By  Gary  Weiss  in  New  York,  with 
bureau  reports 
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COMPANY 

MILLIONS  OF  DOLURS 
MARKET 

VALUE  SALES 

IHDUSTRY 

CONTEl  CELLULAR 

1888 

36 

Telecommunications 

METRO  MOBILE  CTS 

1470 

68 

Telecommunications 

CELLULAR  COMMUNICATIONS 

1 109 

32 

Telecommunications 

U.  S.  CELLULAR 

836 

16 

Telecommunications 

ALZA 

773 

85 

Drugs  &  research 

AMGEN 

706 

77 

Drugs  &  research 

VANGUARD  CELLULAR  SYSTEMS 

337 

23 

Telecommunications 

TEJON  RANCN 

330 

13 

Food  processing 

FOREST  LABORATORIES 

518 

93 

Drugs  &  research 

TCBY  ENTERPRISES 

509 

98 

Eating  places 

ADOBE  SYSTEMS 

437 

84 

Computer  software 

NEW  PLAN  REALTY  TRUST 

436 

39 

Real  estate 

TCA  CABLE  TV 

423 

72 

Broadcasting 

SAN  JUAN  BASIN  ROYALTY  TRUST 

408 

16 

Oil  &  gas 

MAGMA  POWER 

377 

27 

Utilities 

ASSOCIATED  COMMUNICATIONS 

368 

17 

Telecommunications 

CETUS 

361 

32 

Drugs  &  research 

WEINGARTEN  REALTY  INVESTORS 

357 

65 

Real  estate 

riRST  UNION  REAL  ESTATE 

347 

74 

Real  estate 

SYMBOL  TECHNOLOGIES 

346 

93 

Computers 

CHICAGO  MILWAUKEE 

341 

42 

Railroads 

FOREST  CITY  EHTERPRISES 

334 

90 

Building  materials 
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XEROX 


OataPKj^  Best  Copiers  of 1988: 

LXeiDx 
IXeKK 


THIS  YEAR,  YOU'LL 
FIND  XEROX  IN  ALL 
THE  BEST  PLACES. 


In  a  recent  study,  the  leading  publishers 
of  computer  and  automated  office  sys- 
tems information  compared  74  copiers 
for  speed,  ease  of  use,  and  copy  quahty 

We  thought  you  might  be  inter- 
ested in  the  results. 

First  place  to  the  Xerox  1090 
copier.  Second  place  to  the  Xerox  5028, 
and  third  to  the  Xerox  1065. 

Naturally,  we  were  pleased  to 
see  such  a  wide  range  of  Xerox  copiers 
make  the  list.  But  we  weren't  particu- 
larly surprised.  After  all.  Team  Xerox 
has  always  set  the  standard  in  copy 


quality,  productivity,  and  ease  of  use. 

That's  what  makes  our  copiers 
the  best  in  the  business.  And,  of  course, 
they're  backed  by  the  best  service  and 
support  in  the  business. 

But  don't  expect  us  to  rest  on 
our  laurels. 

Because  somebody's  always 
trying  to  catch  up  with  us. 

For  more  information  about 
Xerox  copiers,  call  l-800-TEAM-XRX, 
Ext.  1010. 

TEAM  XEROX.  WE  DOCUMENT  THE  WORLD. 


I'd  like  lo  learn  more  about  Xert)x  copiers 

n  Please  send  me  more  mformation  aboul  Xerox  copiers. 

□  Please  have  a  sales  representative  contact  me 

Send  this  coupon  to 

Xerox  Corporation.  PO  Box  24.  Rochesier.  N  Y  14(142 


NAMK        Please  Prim  TITLE 


COMPANY 


ADDRESS 


CITY  STATE  ZIP 

Orcall  l-800-TEAM-XRX,Exl  1010 


XfcROX*  and  1IW<J  S0:8,  1065  aje  Irademarlis  of  XtROX  CORPORAflON 


CEO  LaMothe,  who  took 
the  top  job  0  decade 
ago,  keeps  Kellogg  close 
to  Its  roots:  The  first  ce- 
real flakes  were  served 
at  the  Kellogg  sanitarium 
in  Battle  Creek,  Mich., 
and  LaMothe  (at  left 
with  Tony  the  Tiger)  still 
looks  to  breakfast  ce- 
reals for  growth. 
U.  S.  per  capita  con- 
sumption grew  10% 
since  1984,  to  10 
pounds.  Nimble  pro- 
motion of  such 
health-fad  products 
oat  bran  have  made 
company  a  power- 
house in  the  supermar- 
kets. Above,  a  Kellogg 
employee  rotates  stock 


PHOTOGRAPHS     BY     SETH  RESNICK 
TEXT     BY     WENDY  ZELLNER 

ASK  THE  FOLKS  AT  KELLOGG  CO.  HOW  THEY'RE 
doing  these  days,  and  the  answer  is  a  resounding 
G-R-R-R-E-A-T!  And  shareholders  might  echo  Tony  the 
Tiger's  famous  sentiment.  The  cereal  maker's  profits 
have  grown  an  average  18%  annually  for  the  past  four 
years — without  risky  acquisitions — and  return  on  equi- 
ty stands  at  a  fat  34%.  Those  results  impressed  Wall 
Street  enough  to  boost  Kellogg  6  spots  to  No.  56  in  the 
BUSINESS  WEEK  Top  1000  ranking.  That  represents  an 
11%'  gain  in  market  value  to  over  $7  billion.  What's  all 
the  roaring  about?  Snappy  marketing,  constant  product 
innovation,  and  heavy  investment  in  some  of  the  most 
efficient  factories  in  the  food  business.  But  the  driving 
force  behind  Kellogg's  15%  sales  growth  last  year — to 
$4.3  billion — is  the  booming  interest  in  health  and  con- 
venience that's  spreading  around  the  globe.  Indeed, 
Kellogg's  cereal  sales  are  growing  nearly  twice  as  fast 
overseas  as  in  the  U.  S.  That's  not  to  say  Kellogg  has 
run  out  of  room  at  home.  It  already  dominates  the 
expanding  U.  S.  cereal  business,  with  41%  of  the  mar- 
ket. The  long-range  goal:  a  towering  50%  share.  The 
company  is  still  searching  for  an  acquisition  that  would 
accelerate  growth,  says  Chairman  William  E.  LaMothe, 
but  few  compatible  businesses  offer  Kellogg's  rate  of 
return.  The  cereal  maker  has  gobbled  up  Mrs.  Smith's 
frozen  pies  and  Whitney's  yogurt,  but  the  noncereal 
lines  are  less  than  20%-  of  Kellogg's  sales.  "Ready-to-eat 
cereal  basically  is  our  thing,"  LaMothe  says  modestly. 
"We're  dedicated  to  doing  it  better  than  anyone  else  in 
the  world."  He  drives  that  message  home  every  Mon- 
day morning,  when  he  and  top  executives  taste-test 
Kellogg's  cereals  from  around  the  world.  His  own 
breakfast  choice?  LaMothe  doesn't  play  favorites.  He 
mixes  cereals  to  create  new  concoctions.  Here — in  pic- 
tures— is  how  Kellogg  has  stayed  on  top. 
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To  defend  its  share  of 
the  expanding  cereal 
market,  Kellogg  spends 
heavily  to  build  and 
modernize  processing 
plants.  This  one  in  Lan- 
caster, Pa.,  churns  out  1 
million  boxes  of  cereal 
every  day  (right). 

Capital  spending  this 
year  will  hit  nearly  $600 
million,  up  144%  from 
the  level  of  four  years 
ago,  and  LaMothe  in- 
tends to  boost  cereal  ca- 
pacity 3%  to  5%  annual- 
ly through  1993.  Below, 
he  inspects  a  line  in  Bat- 
tle Creek's  Building  100, 
the  world's  most  sophis- 
ticated cereal  production 
facility.  It's  part  of  a 
complex  that  already 
makes  more  breakfast 
food  than  anyplace  else 
in  the  world.  When  ex- 
pansion is  complete  next 
year,  the  complex  will 
produce  about  500  mil- 
lion pounds  of  cereal 
annually.  These  big 
investments  pay  off 
handsomely  in  productivi- 
ty gains  that  typically 
exceed  5%  a  year 


From  headquarters  in 
Battle  Creek  (above), 
Kellogg  runs  a  marketing 
juggernaut  that  launches 
nearly  40  new  cereals  a 
year  worldwide.  The 
quintessential  packaged- 
goods  company,  Kellogg 
is  driven  by  marketing 
and  ad  spending,  which 
has  been  growing  20% 
annually.  At  right, 
the  brass  reviews  oat 
bran  ads  with 
James  M.  Jen- 
ness  of  Leo  Bur- 
nett, Kellogg's 
primary  ad 
agency.  From 
left:  Execu 
tive  Vice-  //jy 
President  'CjV^ 
Gary  E.  Cost- 
ley,  President 
Horst  W.  Schroeder, 
and  LaMothe 
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Kellogg  is  looking  outside 
the  U.  S.  for  fast  growth. 
Entrenched  in  Europe  and 
Japan,  where  Genmai 
brown-rice  flakes  and 
corn  flakes  are  best-sell- 
ers (above),  the  company 
looks  for  half  of  its  sales 
abroad.  To  stay  tuned  to 
consumers,  Kellogg  tests 
and  tests.  Below:  tasting 
cereals  in  Battle  Creek's 
"sensory  room."  Bottom: 
a  nutritionist  listens  for 
the  crackle  that  signals 
well-baked  mufTms 
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Just  a  lerninder  to  dioose  \| 


As  tlie  PC  industry  moves  rapidly  toward  graphical  environments,  you'i ! 
faced  with  a  crucial  decision:  To  choose  the  graphical  spreadshe(  i 
that's  emerging  as  the  industry  standard.  Or  to  continue  trusting  a 


Customers  in  Canada,  call  (416)  673-9811.  Outside  North  America,  call  (206)  882-8661  ©Copyright  1989  Microsoft  Corporation.  All  righ 
Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  sense  is  a  trawmark  of  Microsoft  Corporation.  When  c 


i 


iheet  caiefully 


laracter-based  standard  that  can  only  take  you  so  far.  To  help  you  decide,  call  for  a  free, 
Jly  functional  Working  Model  of  Microsor  Excel  for  Windows:  (800)  323-3577,  Dept  J39. 
emember,  we're  not  saying  it's  an  easy  decision.  Just  an  inevitable  one. 

Mkmsoft 

1  of  Microsoft  Excel  for  Windows,  inquire  about  speafic  system  requirements.  Good  only  in  the  50  United  States.  ]Vl3ldri^  it  3ll  ITlSkC  SGUSC 


ORIENT  EXPHESS.  We  found  a  very  effective  way  to  compete  with  Japan:  sell  thend 
something.  And  so  last  year  alone,  we  increased  sales  of  International  Paper  proc 
ucts  in  Japan  and  throughout  the  Orient  by  an  astonishing  43  %.  The  fact  is,  Interni 
tional  Paper  is  one  of  America's  largest  exporters — 5,000  shipments  of  everything 
from  paper  pulp  to  containerboard  to  timber  each  year  to  ports  of  call  on  ever^ 
continent.  With  the  result  that  more  than  $1,000,000,000  from  some  72  countrie 
Over  There  is  winding  up  Over  Here.  The  balance  of  trade  actually  tipping  oiA 
way  for  a  change.  Just  imagine.  INTERNATIONAL(^  PAPER.  Use  our  imaginatioi 
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IN  MERfiERS  AND  ACQUISITIONS, 
1988  was  definitely  a  big  deal.  In  fact, 
it  was  the  year  of  tiie  big  deal. 

By  Dec.  81  takeover  specialists  had 
closed  42  transactions  each  worth  $1 
billion  or  more — a  record  by  far.  Plenty 
of  money  chased  smaller  prey,  too — 
spurring  competition  and  pushing  up 
prices.  Buyers  ended  up  paying  big 
premiums — an  average  of  507'  over  the 
pre-bid  market  price  vs.  about  357'  in 
1987,  according  to  Mergers  &  Acquisi- 
tions magazine.  The  average  price  of  a 
deal  climbed  397,  to  $130  million. 

So  even  though  the  number  of  com- 
pleted deals  dropped  for  the  second 
consecutive  year,  to  3,487  in  1988,  it 
was  a  banner  year  for  takeovers. 
Aggregate  value  grew  by  257 — to  a 
record  $222.6  billion.  And  that  doesn't 
include  the  precedent-shattering  $25 
Itillidii  buyout  of  K.lk  Nabisco,  the  $5.8 
liiUion  takeover  of  Pillsbury,  or  nine 
other  billion-dollar  deals  started  in  1988 
but  uncompleted  by  yearend  (page  66). 

Peruse  the  list  of  1988's  Top  200 
deals  and  it's  easy  to  see  what's  driv- 
ing the  hyperactive  M&.A  market.  Cor- 
porate acquirers  were  making  strate- 
gic buys  in  areas  close  to  their  core 
businesses.  Philip  Morris  Co.,  for  ex- 
ample, bought  Kraft  to  complement  its 
earlier  purchase  of  General  Foods 
Corp.  Similarly,  American  Stores  Co. 
picked  up  Lucky  Stores. 

Deconglomeration — unwinding  past 
diversifications — prompted  a  lot  of  ac- 
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GOOD  GOOD 
MORNING.  AFTERNOON. 


^>*S^  SXPRESS 


Here's  something  to  smile  about.  With  our  new  after- 
noon service,  an  Overnight  Letter  costs  as  low  as  $8.25 
when  you  drop  it  off  at  one  of  our  many  convenient  drop 
off  locations.This  new  service  applies  to  documents  and 
FEDEX  LETTER    \q[-[q^q^  yp  \_q  f\yQ  pounds  ID  Federal  Express  packaging. 

SAVE  UP  TO  50%  WITH  FEDEX  STANDARD  OVERNIGHT  SERVICE. 


ion.  Divestitures  accounted  for  nearly 
i  third  of  M&A  activity  last  year. 
\mong  the  notable  ones:  UAL  Corp. 
uild  its  computerized  reservation  sys- 
vm  and  its  hotels  and  became  just  an 
tiiiine,  while  IC  Industries,  now  known 
IS  Whitman  Corp.,  decided  to  concen- 
rate  on  consumer  goods  and  dumped 
ts  Pneumo  Abex  industrial  and  aero- 
■l.iace  unit,  ual's  Westin  Hotel  and  IC's 
r'neumo  both  went  private  in  buyouts. 

Which  brings  us  to  the  ubiquitous 
everaged  buyout.  It  was  as  popular  as 
■\  er  in  1988:  LBOs  represented  about 
of  the  dollar  volume  of  all  deals — 
iiiout  the  same  as  the  1987  share.  The 
ver  present  Kohlberg  Kravis  Roberts 
,s  as  involved  in  nine  deals  on  the  Top 
^00  list — plus  RJR  Nabisco. 

While  not  LBOs  themselves,  quite  a 
Pew  deals  were  stimulated  by  the  need 


of  buyout  specialists  to  cash  in  assets 
in  order  to  pay  off  debt  from  a  success- 
ful takeover  campaign.  Campeau's  sale 
of  its  Federated  and  Allied  store  divi- 
sions, for  example,  accounted  for  four 
deals  on  the  200  list,  while  Paul  Bilzer- 
ian's  breakup  of  Singer  after  his  cap- 
ture of  the  defense  manufacturer  ac- 
counted for  four  more. 

Whatever  the  rationale,  1988's  M&A 
activity  was  broad-based.  Takeovers 
have  long  since  spread  beyond  old-line 
industries,  where  the  wave  began. 
They  now  blanket  the  service  sector 
and  high-technology  businesses,  too.  In 
fact,  the  three  industries  with  the 
greatest  number  of  deals  were  service- 
based:  banking,  retailing,  and  whole- 
saling/distribution. Analyzed  by  dollar 
value,  the  top  three  industries  were 
retailing,  food,  and  chemicals. 


You  don't  have  to  go  far  down  the 
list  to  see  evidence  of  another  trend: 
the  prominence  of  overseas  buyers, 
who  made  four  of  the  top  10  deals.  All 
told,  foreigners  accounted  for  12'a  of 
the  U.  S.  M&A  deals  in  1988  and  279!  of 
the  dollar  value,  vs.  99!  of  all  deals  and 
257^  of  the  dollar  value  in  1987.  Britain 
and  Canada  remained  the  most  active 
foreigners.  Japan  also  came  on 
strong — completing  45  deals  worth 
$11.9  billion  and  moving  into  No.  3  posi- 
tion. West  Germany  and  France  rank 
next,  though  they're  way  behind. 

RIGHT  NOW,  all  systems  are  go  for 
another  big  year.  Early  on,  the  RJR 
Nabisco  buyout  put  a  crimp  in  M&A 
activity.  The  financial  markets  took 
time  to  digest  the  huge  deal,  and  the 
circus-like  atmosphere  that  surrounded 
RJR's  auction  inhibited  hostile  deals, 
big-ticket  deals,  and  highly  leveraged 
deals.  Now  the  markets  are  ready  for 
more,  and  Congress  seems  unable  to 
craft  anything  to  curb  takeovers  that 
wouldn't  have  more  negative  than  posi- 
tive effects.  Barring  a  deep  recession 
or  regulation  coming  out  of  left  field, 
the  buying  spree  promises  to  be  buoy- 
ant throughout  1989.  It  may  not  be  a 
record  year,  but  it'll  be  a  good  one. 
By  Judith  H.  Dobrzynski  in  New  York 
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TOTAL  DOLLARS  HIT  A  HIGH... 


▲  BILLIONS  OF  DOLURS 
■INCLUDES  ONLY  TRANSAOIONS  IN  WHICH  PRICE  WAS  DISCLOSED;  ADJUSTED  FOR  CHANGES  IN 
PRICE  OF  NONRESIDENTIAL  FIXED  INVESTMENT  1982  DOLURS,  FOURTH  QUARTER  EACH  YEAR 


...AND  THE  AVERAGE  DEAL  GOT  RICHER 


A  MILLIONS  Of  DOLURS- 

•ADJUSTED  FOR  CHANGES  IN  PRICE  OF  NON  RESIDENTIAL  FIXED 
INVESTMENT  1982  DOLURS,  FOURTH  QUARTER  EACH  YEAR 


MORE  BILLION-DOLLAR  DEALS... 


A  COMPLETED  TRANSAOIONS 


...THOUGH  TOTAL  DEALS  FELL 


A  THOUSANDS 


DATA:  MSA  DATA  BASE,  Mf«Cf/!5  «  iCQUtSITIOHS  MAGAZINE,  tV 
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Risk  control  for  businesses  that  bruise  easilv 


i 


I 


When  you  ship  $1.2  billion  worrh  of  bananas 
worldwide,  a  small  flip  in  currency  exchan^'e  rates 
could  make  a  big  difference  in  profits. 

Chiquita,  like  many  smart  international  compa- 
nies, gets  a  gooci  grip  on  those  risks  with  currency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  (^f  all  the  exchange  -  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
natumal  Monetary  Market,  thev  ve  found  it  easy  to 
slip  in  and  out  ot  currency  options  quickly 

"The  IMM  is  where  all  information  that  impacts 
foreign  exchange  prices  comes  tc^gether,"  says  David 
Ciroelinger,  Chiquita  VP  and  Treasurer  "That's  where 
the  most  efficient  pricing  takes  place." 

E\'en  more  efficient  when  Globex™  becomes 
a\'ailablc  next  summer  The  new  electronic  system 
will  operate  after  regular  traciing-hours, 
making  it  possible  to  trade  around  the 
world,  around  the  clock. 


If  you  re  like  the 
top  bananas  at  Chiquita, 
and  don't  want  your  international  earnings  tritten.- 1 
away  the  CME's  currency  futures  and  options  shcuikl 
hold  great  appeal  for  ycui. 

CHICAGO 
KMJS  MERCANTILE 
"^^^5"  EXCHANGE 

The  Exchange  of  Ideas 

l-.SvV-^M-^^^2  (LIS)  Ol-'-'ZO-Oyii  (huropc)  0^5^5-2251  (i'aciticl 


A  GUIDE  TO  THE  BIGGEST  COMPANIES.  SUBSIDIARIES.  AND  DIVISIONS  THAT  WERE  MERGED,  BOUGHT  OUT.  RESTRUCTURED. 

PRIVATIZED,  ESOPED,  OR  SPUN  OFF  DURING  1988  THE  DEALS  ARE  RANKED  BY  ANNOUNCED  TRANSACTION 
PRICE,  INCLUDING  DEBT  ASSUMPTION  WHERE  STIPULATED  INCLUSION  IN  THIS  LIST  IS  DETERMINED  BY  DATE  TRANSACTION 
WAS  COMPLETED  A  SPECIAL  LIST  OF  THE  LARGEST  TRANSACTIONS  THAT  WERE  LAUNCHED  IN  1988 
BUT  NOT  COMPLETED  UNTIL  THE  FIRST  QUARTER  OF  1989,  OR  THAT  ARE  STILL  PENDING.  APPEARS  ON  PAGE  6h 
EDITED      BY      ALISON  LESTER 


SiLUR 


BUYER 


PRICE 
$MIL 


COMMENTS 


1  KRAFT 


PHIIIP  MORRIS 


12644 


The  fobacco  giant  acquired  the  nation's  biggest  independent  food  company  to 
form  the  world's  largest  consumer  products  compony;  for  on  earlier  Kraft  sale, 
see  No.  17 


2  nSERATra  DEPT.  STORES 


CAMPEAU 


6506 


After  a  bitter  battle,  the  Canadian  real  estate  developer  captured  his  second  big 
U.  S.  retailer.  He's  been  busy  restructuring  both  Federated  and  Allied  to  pay 
down  the  huge  debt;  for  those  sales,  see  Nos.  25,  38,  67,  and  1 38 


3  FARMERS  GROUP 


8.  A.  T.  INDUSTRIES 


5169 


The  British  tobacco,  retailing,  and  financial  services  company  bought  a  Los 
Angeles-bosed  insurance  company 


STERLING  DRUG 


EASTMAN  KODAK 


5093 


The  photo  and  chemicals  concern  acquired  the  producer  of  Bayer  Aspirin  and 
other  pharmaceutical  and  household  products 


5  DOME  PETROLEUM 

6  FORT  HOWARD 


AMOCO 

PRIVATE  GROUP 


3766 
3589 


The  big  oil  company  bought  a  financially  troubled  oil-and-gas  producer 


A  paper  company  was  taken  private  by  a  group  led  by  management  and 
Morgan  Stanley;  for  o  smaller  Morgan  Stanley  deal,  see  No.  89 


7  TRIANGLE  PUBLICATIONS 


NEWS  CORP. 


3000 


Rupert  Murdoch's  medio  empire  bought  the  publisher  of  TV  Guide,  Seventeen, 
and  the  Daily  Racing  Form 


8  FIRESTONE 


BRIDGESTONE 


2661 


In  on  effort  to  raise  its  shore  of  the  U.  S.  market,  a  Japanese  tiremoker  bought 
a  big  name  in  American  tires 


9  MACMILLAN 


MAXWELL  COMMUNICATION 


2642 


Robert  Maxwell's  British  publishing  power  captured  a  major  U.  S.  publisher 
despite  on  elaborate  defense.  For  another  Maxwell  buy,  see  No.  65 


10  nNNECO 


CHEVRON 


2600 


Busily  cutting  debt,  the  pipeliner  sold  its  energy  reserves  in  the  Gulf  of  Mexico 
to  the  San  Francisco-based  energy  company;  for  other  Tenneco  sales  see 
Nos.  51,  70,  79,  and  86 


11  LUCKY  STORES 


AMERICAN  STORES 


2509 


After  a  bitter  takeover  fight,  one  big  Western  grocery  chain  bought  another  to  ere 
ate  the  nation's  lorgest  supermarketer;  for  the  sale  of  o  Lucky  division,  see  No.  1  50 


12  JIM  WAITER 


PRIVATE  GROUP 


2436 


The  big  homebuilder  was  token  private  by  a  group  led  by  Kohlberg  Kravis 
Roberts;  for  other  KKR  deals,  see  Nos.  17,  24,  33,  35,  64,  73,  111,  and  125 


13  AMERICAN  STANDARD 


PRIVATE  GROUP 


2431 


A  leading  plumbing  manufacturer  ended  a  bitter  battle  with  Block  &  Decker  by 
going  private  with  the  help  of  Kelso  &  Co.,  on  investment  bonk  that  specializes 
in  employee  stock  ownership;  for  another  Kelso  deal,  see  No.  145 


14  BORG-WARNER 


GENERAL  ELKTRK 


2310 


Coming  to  the  end  of  its  asset  liquidation,  the  chemical  and  industrial  company 
that  went  private  in  1987  sold  its  chemical  and  plastic  businesses;  for  other  GE 
transactions,  see  Nos.  42,  95,  and  165 


15  GRAND  METROPOLITAN 


SEIBU/SAISOH  GROUP 


2150 


The  U.  S.  operating  company  of  o  British  hotel  and  consumer  conglomerate  sold 
Intercontinental  hotels  to  a  Japanese  hotel  and  retailing  group 
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SiUER 


16  CBS 


BUYiR 


SONY 


PRICE 
SMIL 


2000 


COMMENTS  , 

 il 

Larry  Tisch's  entertainment  company  sold  CBS  Records,  the  world's  biggest 
record  company,  to  the  Japanese  consumer-electronics  giant 


17  nun 


PRIVAn  GROUP 


1800 


Vainly  dodging  takeover,  the  packaged  goods  marketer  sold  its  Duracell  batter 
business  to  a  group  led  by  Kohlberg  Kravis.  For  Philip  Morris'  takeover  of  Kraft 
see  No.  1;  for  more  KKR  deals,  see  Nos.  12,  24,  33,  35,  64,  73,  1 1 1,  and  125 


18  FIRST  BOSTON 

19  KIDDE 


CREDIT  SUISSE 
HANSON 


1677 
1605 


An  investment  banker  merged  with  the  big  Swiss  bank  that  controlled  it 


The  British  conglomerate  bought  a  consumer  goods  and  equipment  manufacture 
for  a  subsequent  sale  of  assets,  see  No.  191 


20  IMS  INTERNATIONAL 


DUN  &  BRADSTREET 


1589 


The  publishing  and  business  information  concern  acquired  a  supplier  of  market 
research  and  database  publishing  services  to  pharmaceutical  companies;  for 
another  D&B  deol,  see  No.  65 


21  KOPPERS 


BEAUR 


1553 


The  big  British  building  company  wrested  control  of  the  Pittsburgh 
construction-materials  and  chemicals  producer  after  a  tough  fight 


22  PRIMERICA 


COMMERCIAL  CREDIT 


1507 


Sandy  Weill's  financial  services  company  bought  Jerry  Tsoi's  financial 
conglomerate;  for  soles  of  pieces  of  Primerica,  see  No.  71  and  No.  1 12 


23  MOBIL 

24  SCI  HOLDINGS 


PRIVAn  GROUP 
PRIVATE  GROUP 


1500 

1500 


The  oil  company  sold  Montgomery  Ward  to  management  ond  GE  Capital 


KKR  unloaded  the  coble  operations  of  its  1985  buyout  of  Storer  Communicatioi 
to  a  group  of  coble  operators  that  included  American  TV  &  Communications, 
Toft  Cable,  and  Comcast;  for  other  KKR  operations,  see  Nos.  12,  17,  33,  35,  6 
73,  111,  and  125 


25  CAMPEAU 


MAY  DEPARTMENT  STORES 


1500 


The  Canadian  real  estate  developer  peddled  Federafed's  Filene's  department 
stores  (Boston)  and  Foley's  stores  (Houston)  to  the  St.  Louis  retailer;  for  his 
Federated  buy,  see  No.  2;  for  more  divestitures,  see  Nos.  38,  67,  and  138 


26  STALEY  CONTINENTAL 

27  IRVING  BANK 


TATE  &  LYLE 

BANK  or  NEW  YORK 


1452 
1441 


A  British  sugar  refiner  bought  a  U.  S.  ditto;  for  other  deals,  see  Nos.  74  and  1  5  .1 


After  more  than  a  year  of  resistance,  one  big  New  York  bank  sold  out  to 
another.  The  result:  the  nation's  12th-largest  banking  organization 


28  UAL 


PRIVATE  GROUP 


1350 


What  once  was  Allegis  divested  non-airline  assets  by  selling  Westin  Hotels  to  a 
buyout  group  led  by  Robert  Bass  and  Japan's  Aoki  Corp.;  for  another  sole,  see 
No.  99;  for  other  Boss  deals,  see  Nos.  73,  98,  and  129 


29  SEVEN- 


DR  PEPPER 


1300 


Hicks  &  Haas,  a  Texas-based  LBO  firm,  merged  two  soft-drink  makers  it 
controlled  into  the  third  largest  pop  producer 


30  G.  HEILEMAH  BREWIHG 


BOND  CORP. 


1296 


America's  fifth  largest  brewer  (Iron  City,  Lone  Star,  Rainier,  Schmidt)  sold  out  to 
Alan  Bond,  the  Australian  investor  and  conglomerafeur 


31  CAIN  CHEMICAL 


OCCIDENTAL  PETROLEUM 


1250 


The  closely  held  operator  of  petrochemical  plants  and  pipeline  systems,  plucked 
from  Conoco  in  1987  in  an  LBO,  was  purchased  by  Armand  Hammer's  oil  and 
beef  company;  for  another  Oxy  deal,  see  No.  177 


32  ICINDUnRIES 


PRIVATE  GROUP 


1230 


An  LBO  of  Pneumo  Abex  aerospace  operations  from  a  conglomerate  renamed 
Whitman  Corp.  Asset  soles  by  the  group,  led  by  Wasserstein,  Perella,  are  slow. 
For  another  Wasserstein,  Perella  deal,  see  No.  160 


33  STOP  &  SHOP 


PRIVAn  GMUP 


1228 


Fleeing  a  hostile  raid  by  Washington's  Haft  family,  the  Boston-based  food  and 
apparel  retailer  succumbed  to  a  buyout  led  by  Kohlberg  Kravis  Roberts;  for  othe 
KKR  deals,  see  Nos.  12,  17,  24,  35,  64,  73,  111,  and  125 


34  J.  P.  STEVEHS 


WEST  POIHT-PEPPERELL 


1216 


The  textile  concern  acquired  another  textile  giant,  then  sold  about  half  of 
Stevens  to  its  unsuccessful  bidding  rival,  Odyssey  Partners,  a  New  York 
investment  group.  West  Point  itself  has  since  been  gobbled  up 


35  BEATRICE 


SEAGRAM 


1200 


Kohlberg  Kravis  unloaded  another  piece  of  its  huge  food  acquisition  by  selling 
the  Tropicana  juice  unit  to  the  nation's  biggest  distiller.  For  other  KKR  deals,  see 
Nos.  12,  17,  24,  33,  64,  73,  111,  and  125 
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36  AMERICAN  BRANDS 


PRIVATE  GROUP 


1200 


In  a  complicated  transaction,  the  consumer  conglomerate  sold  most  of  E-ll 
Holdings,  the  Beatrice  stub  it  acquired  earlier  in  the  year,  to  the  family  of 
investor  Meshulom  Riklis;  for  the  E-ll  buy,  see  No.  39 


37  HHILEY  GROUP 


ITEl 


1194 


The  conglomerate  sold  its  leasing  operations  and  its  stakes  in  Santa  Fe  Southern 
Pacific  and  American  President  Cos.  to  a  transportation-leasing  company 


38  CAMPEAU 


R.  H.  MACY 


1 100 


Another  divestiture  of  Federated  units.  The  West  Coast's  I.  Magnin  and  Bullock's 
v/ent  to  Campeau's  rival  bidder  for  Federated;  for  the  victor's  acquisition,  see 
No.  2;  for  other  divestitures  see  Nos.  25,  67,  and  138 


39  E-ll  MOLDINGS 


AMERICAN  BRANDS 


1054 


When  the  dust  from  this  battle  cleared,  the  food  and  tobacco  company  owned 
the  consumer  conglomerate  built  from  the  big  Beatrice  LBO;  for  another  Beatrice 
transaction,  see  No.  35.  For  the  subsequent  sell-off  of  most  of  E-ll,  see  No.  36 


40  GOULD 


NIPPON  MINING 


1047 


A  computer  and  electronics  company  was  bought  by  a  Japanese  metals, 
refining,  and  petrochemicals  concern;  for  the  sale  of  a  Gould  unit,  see  No.  166 


n  SANTA  EE  SOUTHHtH  PACIFIC 


AHSOiUTZ 


1020 


The  giant  railroad  company  sold  its  Southern  Pacific  operations  to  the  Denver 
investor's  Rio  Grande  Industries  subsidiary,  which  operates  the  Rio  Grande  & 
Western  RR;  for  another  Santa  Fe  divestiture,  see  No.  105 


42  MOBIL 


GENERAL  ELECTRIC 


1000 


The  oil  company  sold  the  credit-card  operation  of  its  Montgomery  Ward  unit  to 
GE's  financial  arm.  For  the  sole  of  Montgomery  Ward,  see  No.  23;  for  other  GE 
deals,  see  Nos.  14,  95,  and  165;  for  a  Mobil  buy,  see  No.  86 


43  NORSTAR  BANCORP 

44  E.  F.  HUnON 


FLEET  FINANCIAL  CROUP 
SHEARSON  LEHMAN 


974 

962 


One  bank-holding  company  (Rhode  Island)  bought  another  (New  York) 


The  Wall  St  brokerage  and  investment-banking  powerhouse  controlled  by 
American  Express  bought  a  troubled  rival 


45  COLGATE-PALMOLIVE 

46  SINGER 


PRIVAn  GROUP 
PRIVATE  GROUP 


960 

946 


The  soap  giant  sold  Kendall  surgical  goods  to  a  group  led  by  Clayton  &  Dubilier 


A  defense  conglomerate  was  captured  by  raider  Paul  Bilzerion,  who  has  been  ., 
selling  oflF  the  pieces.  For  the  sale  of  the  pieces,  see  Nos.  90,  137,  147,  and  168  ! 


47  AFG  INDUSTRIES 


PRIVATE  GROUP 


941 


Despite  a  last-minute  counter-offer  by  Forstmann,  Little,  the  California-based 
glassmaker  was  taken  private  by  a  group  led  by  senior  management.  For 
Forstmann  successes,  see  Nos.  61,  96,  and  1 16 


48  TELEX 


MEMOREX  INTERNATIONAL 


91 1 


Dodging  raider  Asher  Edelman,  a  computer-equipment  maker  sold  out  to  an 
Anglo-Dutch  competitor  to  form  the  biggest  independent  producer  of 
IBM-compatible  peripherals.  For  other  Edelmon  adventures,  see  Nos.  49  and  189 


49  PAYLESS  CASHWAYS 


PRIVATE  GROUP 


909 


After  another  feint  by  Edelman,  a  building-materials  retailer  was  LBOed  by 
management.  For  more  on  Edelman,  see  Nos.  48  and  189 


50  AMFAC 


JMB  REALTY 


904 


The  big  real-estate  developer  and  syndicator  bought  a  Hawaiian  conglomerate 
for  its  island  property.  For  on  Amfac  divestiture,  see  No.  172 


4 


51  HNNKO 


AMOCO 


900 


The  gas  pipeliner  sold  its  Rocky  Mountain  division  to  a  big  energy  company;  for 
other  Tenneco  sales,  see  Nos.  10,  70,  79,  and  86 


52  PACE  INDUSTRIES 

53  FIDEUOR 


PAIOMA  INDUSTRIES 
FIRST  HDEUTY  BANKCORP. 


850 
846 


A  Japanese  maker  of  water  heaters  bought  a  U.  S.  ditto  (the  brand  is  Rheem) 


A  New  Jersey  banking  group  took  over  a  Pennsylvania  banking  group-ond  has 
since  run  into  serious  earnings  and  management  trouble 


54  TRIANGLE  INDUSTRIES 


Ul  INDUSTRIES 


826 


Nelson  Pelz's  can  company  was  merged  into  another  of  his  companies,  a  maker 
of  coin  sorters  and  other  products.  The  name  remained  Triangle.  Pelz  has  since 
struck  a  celebrated  deal  to  sell  Triangle  to  France's  Pechiney 


55  KABERTECH 


MAXXAM 


825 


An  aluminum  producer  was  bought  by  Houston  raider  Charles  Hurwitz's 
conglomerate;  for  an  earlier  KaiserTech  divestiture,  see  No.  183 


I 


56  FIRST  JERSEY  NATIONAL 

57  CHARTER  MEDiCAl 


NATIONAL  WESTMINSTER 
PRIVATE  GROUP 


820 
819 


Britain's  biggest  bank  acquired  a  U.  S.  bank-holding  company 
A  hospital  operator  was  taken  private  by  its  senior  management 
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Free  yourself  from 
phone  slavery. 


Although  it  seems  friendly,  the 
telephone  can  actually  be  an  enemy 
Busy  signals  and  unretumed  mes- 
sages. The  waiting  on  hold  and 
unavoidable  chit-chat.  All  the  min- 
utes you  waste  each  day  can  add  up 
to  hundreds  of  hours  of  lost  produc- 
tivity each  year. 

The  solution  is  Omninote,  a 
totally  new  concept  in  office 
communication. 

Omninote  lets  you  send  and 
receive  concise  printed  messages 
in  seconds  to  and  from  key  people 
throughout  your  company  From  your 
desk  straight  to  theirs.  Whether 
they're  down  the  hall,  across  the 
street,  or  across  the  country. 

Omninote  is  quicker,  easier  and 
less  expensive  than  voice-mail  or 

Omninote  is  a  registered  trademark  of  Telautograph  Corporation. 


e-mail.  Because  Omninote  is  not 
a  computer,  it's  simple  to  use.  And 
it  operates  over  your  existing  AC 
wiring  so  you  can  install 
it  almost  anywhere. 

It  dramatically 
reduces  phone  tag,  cuts 
lUL^  work  flow  interruptions 
I      and  helps  you  do  more 


work  in  less  time.  Omninote  is 
designed  for  companies  both  large 
and  small,  and  for  people  at  every 
level.  Plus,  with  our  rental,  purchase, 
or  lease-purchase  plans,  it  can  pay 
for  itself  in  a  matter  of  months. 

To  fully  appreciate  the  many  ways 
Omninote  can  instantly  improve 
your  productivity  you've  got  to  see 
it  for  yourself.  For  a  free  viewing  of 
our  8-minute  Omninote  video,  or 
a  demonstration  at  your  office,  call 
toll-free  1-800-848-1987. 


□MNINdTE 


//  Beats  Talking! 
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SMIL 
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58  IHSIUO 


PRIVATE  GROUP 


813 


Texas  raiders  Cyril  Wagner  and  Jack  E.  Brown  engineered  a  takeover  of  the 
conglomerate  that  once  was  International  Silver.  They  beat  out  a  competing 
buyout  effort  by  management  and  First  Boston 


59  TEXMO 


ARABIAN  AMERICAN  OIL 


812 


The  big  oil  company  sold  a  half  stake  in  three  of  its  refineries  to  the  old  oil 
consortium  now  owned  by  the  Saudi  government 


60  ZAYRE 

61  STAHADYHE 


AMES  DEPARTMENT  STORES 
PRIVAn  CROUP 


808 
797 


The  retailer  sold  its  discount  department  stores  to  another  store  chain 


LBO  specialist  Forstmann,  Little  bought  a  plumbing  and  outo-products  maker 
fleeing  a  takeover  by  manufacturing  conglomerate  Emhart.  For  other  Forstmann 
transactions,  see  Nos.  47,  96,  and  116 


62  TECHNICOLOR 


CARLTON  COMMUNICATIONS 


780 


MocAndrews  &  Forbes,  Ron  Perelman's  investment  vehicle,  sold  the  movie-film  V 
processor  to  a  British  supplier  of  movie  and  TV  equipment  and  services;  for 
another  Perelmon  deal,  see  No.  143 


63  UNITED  TELESPECTRHM 

64  BROCKWAY 


CENTEL 

OWENS-IUINOIS 


775 

752 


A  telecommunications  group  bought  a  cellular-phone  operator 


One  glass-container  maker  sold  out  to  another  controlled  by  Kohlberg  Kravis 
Roberts.  For  other  KKR  deals,  see  Nos.  12,  17,  24,  33,  35,  73,  111,  and  125 


65  DUN  ft  BRADSTREn 


MAXWEU  COMMUNKATION 


750 


The  data  marketer  sold  Official  Airlines  Guide,  which  publishes  airline  schedules 
and  travel  magazines,  to  British  Publisher  Robert  Maxwell's  umbrella  company. 
For  another  Maxwell  buy,  see  No.  9;  for  another  D&B  deal,  see  No.  20 


66  CTANDARD  CHARTERED 


BANK  OF  TOKYO 


750 


A  Japanese  bank,  through  its  California  First  Bank  subsidiary,  picked  up  a  Los 
Angeles  bonk  from  Britain's  Standard  Chartered  banking  group 


67  CAMPEA0 


MARKS  ft  SPBICER 


750 


Campeau  sold  Allied's  Brooks  Brothers  to  the  giant  British  retailer.  For  his 
Federated  buy,  see  No.  2;  for  other  sales,  see  Nos.  25,  38,  and  1 38 


68  IHTERMEDICS 


SULZER  BROS. 


743 


A  pacemaker  company  was  purchased  by  a  Swiss  machine  and  heating 
equipment  company  with  a  division  that  markets  orthopedic  implants 


69  AMOtKAN  MEDICAL  INTL 


PRIVATE  GROUP 


730 


The  health  care  company  sold  36  of  its  general  hospitals  to  a  group  owned 
mainly  by  its  employees 


70  TEHHECO 


MESA  LP 


715 


Another  sole  by  the  pipeliner.  Boone  Pickens'  investment  partnership  picked  up 
its  midcontinent  reserves.  For  other  Tenneco  sales,  see  Nos.  10,  51,  79,  and  86 


71  PRIMERKA 


A.  L  WIUIAMS 


713 


A  financial  conglomerate  sold  Massachusetts  Indemnity  to  the  insurance  sales 
agency  it  controls.  For  another  Primerica  divestiture,  see  No.  1 1 2;  for  Primerica's 
sale  to  Sandy  Weill's  Commercial  Credit,  see  No.  22 


72  DIAMANDIS  COMMUNICATIOHS 


HACHEnE 


712 


Created  from  the  CBS  magazine  group  in  a  leveraged  buy-out  less  than  a  year 
ago,  a  consumer-magazine  company  was  sold  at  a  nice  markup  to  the  French 
publishing  giant;  see  No.  107  for  another  Hochette  buy 


73  WOMETCO  CABLE  TV 


CABLEVmON  INDUSTRIES 


710 


Originally  part  of  an  entertainment  group  token  private  by  Kohlberg  Kravis, 
these  coble  operations  were  leveraged  out  in  1986  by  Robert  Boss.  Now  most  o 
the  assets  hove  been  sold  to  a  coble  company  based  in  upstate  New  York;  for 
other  Bass  deals,  see  Nos.  28,  98,  and  129 


74  TATE  ft  LVLE 


SYSCO 


700 


Stripping  assets  from  its  newly  acquired  Stoley  Continental  unit,  the  British  sugai 
refiner  sold  a  food-service  business  to  o  food  distributor;  for  the  Stoley  buy,  see 
No.  26;  for  another  Tote  &  Lyie  deal,  see  No.  151 


75  BECT  PRODUCTS 


PRIVAn  GROUP 


685 

685 


Beset  by  takeover  offers,  a  discounter  fled  to  buyout  specialists  Adier  &  Shoykin 


76  MANUFACTURERS  HANOVER 


AMERICAN  GENERAL 


An  insurance  company's  consumer  finance  unit  bought  the  clearing-house  bank's 
consumer  services  group 


77  PLAYTEX  HOLDINGS 


PRIVATE  GROUP 


680 


Ploytex,  LBOed  two  years  ago  in  Beatrice's  breakup,  was  sold  again— to 
management  again.  The  group,  led  by  LBO  firm  Thomas  H.  Lee,  kept  hair  care, 
spun  off  apparel  (see  No.  1 18).  New  name:  Playtex  Family  Products 


78  SHAWMUT 


HARTFORD  NATIONAL 


679 


A  Massachusetts  bank-holding  company  merged  with  a  Connecticut  group 
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Begin  wrra  a  powertrain  already 

PROVEN  IN  HUNDREDS  OF  THOUSANDS 
OF  OWNER-DRIVEN  MILES. 

ADD  TO  IT  A  CAR  WITH  MORE  STANDARD 
POWER  THAN  TAURUS.  AND  AN  AVAILABLE 
V6  WITH  BETTER  HIGHWAY  MILEAGE 
THAN  TAURUS. 

A  CAR  WITH  MORE  INTERIOR  ROOM 
THAN  FORD  TAURUS.  YET  WITH  THE  LOW 
PRICE  OF  A  CHEVROLET. 


INTRODUCING  THE  NEXT  GENERATION 
OF  THE  PERFECT  FLEET  CAR. 


Meet  the  successor  to  Chevrolet  Celebrity. 
■    Its  called  Lumina™  It's  front-wheel-drive,  and  it 
gives  your  fleet  more  interior  room  than  any  other 
domestic  mid-size  sedan. 

It  rides  with  the  smooth  poise  and  precision  of 
4-wheel  independent  suspension.  And  the  quiet- 
ness of  an  engine  and  suspension  cradle  isolated 
from  the  body 

Its  star^dard  engine  is  even  more  powerful  than 


today's  Celebrity's-an  engine  so  well  thought  ( 
by  fleets  that  it  was  specified  in  over  50%  of  all 
Celebritys  ordered  in  1988-89. 

And  Lumina  becomes  even  more  perfect  wh 
you  compare  it  with  Ford  Taurus. 

Lumina  is  almost  ten  inches  longer,  rides  on 
longer  wheelbase  and  has  more  interior  room 
than  Taurus.  Yet  it  has  a  lower  coefficient  of  dra 
„  Lumina's  optional  3. 1 L  y6  has  more  torque  t^ 


ITS  STANDARD  FEmiRES  INCLUDII 

AND  ANOTHER  FLEE]  M 


How  perfeet  is  Lumina?  Make  a  list  of  the  options  you  f. 
hadtb  add  to  your  last  fleet  car  Then  compare  it  with  theii 
standard  Luminas  standard  features:  AM/FM  4-speaker  stere*  i 
-^ggj^^^^^^^j"      with  Extended  Range  \i 

I:^pg:JpB^l  ri '  I'l'l        wheel  power  disc  brake  i 
,                                                                IwSn    ELECTRONIC  TUNIMG  _  ' 
 J      sport  wheel  covers;  li 

rea^mounted  antenna;  auxiliary  I  ~~~~ 

lighting;  dual-note  horns;  power  ^  H 

steering;  automatic;  Scotch-  ^     ^  ' 

gard™  Fabric  Protector;  reclining    ^-^^^^-^^^s ■ 

front  seat-backs;  tinted  glass;       /  45#rl 

twin  outside  sport  mirrors;        I  _ —  ' . '  - 

 \     ■  carpeted  flat-floor  trunk;  twir 

/         visor  vanity  mirrors;  inside 
'Jy  mirror  with  reading  lamps. 

'-mma^_  Plus:  stainless  steel  exhaust 


i  BIG  TRUNK,  ROOM  FOR  6,  STEREO 
iONUS:  A  NEW  1990  CAR. 


ystem,  a  chassis 
:  ubricated  for 
fe,  underhood 
ervice  items 


abeled  for  easy 
naintenance,  a 
lood  held  open 
>y  gas  struts 
ather  than  a 
)rop  rod,  elec- 
ronic  fuel  injec- 
ion,  galvanized  steel  body  panels  and  glistening 
lear-coat  paint  finish.  All  standard.  In  a  car  that  can 
;      II~^~7~~    lower  your  fleet  costs. 

'  -y^f^     By  raising  your  standards 

*   ^  ^^^v-    expect  as  standard. 


i1  • 


Lets  get  It  togeth 


THE  PERFECT  FLEET  CAR  COMES  WITH 
THE  PERFECT  FLEET  CAR  WARRANTY. 

From  road  to  roof,  from  bumper  to  bumper,  virtually  every  part  , 
on  every  new  Chevrolet  is  covered  for  three  years  or  50,000^^^"  :  . 
miles*  And  that  includes  the  electrical  system,  air  conditioning 
system,  interior  trim,  engine,  drivetrain  and  suspension,  right      ,  , , 
down  to  the  brakes  and  shocks. 

A  warranty  so  complete  that,  except  for  $100  deductibles  after 
12  months  or  12,000  miles,  it  may  virtually  eliminate  repair  and 
replacement  costs  for  the  life  cycle  of  your  fleet.        ^     .  . 

Chevrolet's  comprehensive  3-year/50,000-mile  Bumper  to  Bumper 
Plus  Warranty  protection?  The  perfect  fleet  car  warranty  Now 
made  even  more  perfect  by  the  fleet  vehicles  it  comes  with; 

The  1990  Chevrolet  Lumina  Sedan.  Coupe  and  APV 

*Tires  are  warranted  by  their  manufacturer.  tSee  your  Chevrolet  dealer  for  terms  of  this  limited  warranty.  ;  ^.^  ' 

ci989  ,C(v1Co-p- All  Rights  Reserved.  Chevrolet  and  the  Chevrolet  emblem  are  registered  trademarks  of  CM  Corp.  ,  \;  ,.  .v  ., 


THE 


AMERSCA 


TODNfS  CHEVROLET 
FLEET  SALES 


BUYER 


PRia 

$MIL 


COMMENTS 


ATLANTIC  RICHFIELD 


670 


The  pipeliner  again-this  time  selling  West  Coast  reserves  to  a  major  oil 
company;  for  other  Tenneco  sales  see  Nos.  10,  51,  70,  and  86 


80  ONTRAl  BANCORP 

81  GENERAL  OCCIDENTALE 


PNC  HNANCIAL 
PRIVATE  CROUP 


664 

655 


A  Pittsburgh  bank-holding  company  bought  Cincinnoti's  biggest  bank 


A  French  publisher  sold  its  U.  S.  supermarket  subsidiary,  Grand  Union,  to  a 
group  led  by  the  supermarket  concern's  management 


82  NRST  KBITUCKY  NATIONAL 

83  YORK  INTERNATIONAL 

84  OX 


NATIONAL  an 

PRIVATE  GROUP 


628 

626 


A  Kentucky  bank-holding  company  sold  out  to  an  Ohio  group 

An  oirconditioning  maker  was  bought  by  a  group  headed  by  Citicorp  Capital 


TOTAL 


612 


The  transportation  and  pipelining  company  that  once  was  the  C&O  sold  its 
oil-and-gas  operations  to  a  French  oil  company 


85  USX 


PRIVATE  GROUP 


600 


The  steel  and  energy  company  sold  its  huge  railroad  and  shipping  lines  to  a 
group  led  by  investment  banker  Blackstone  Group  and  the  unit's  managers 


86  TENNECO 


MOBIL 


590 


No  end  to  Tenneco's  sell-off.  Mobil  bought  a  Louisiana  refinery.  For  other  Mobil 
deals,  see  Nos.  23  and  42;  for  other  Tenneco  sales,  see  Nos.  10,  51,  70,  and  79 


87  lU  INTERNATIONAL 


NEDAX 


589 


A  transportation  and  environmental-services  concern  was  acquired  by  a  maker  of 
customized  vehicles  and  industrial  and  military  equipment. 


68  MARINE 

89  COLT  INDUSTRIES 


BANC  ONE 
PRIVATE  GROUP 


589 

542 


An  aggressive  Ohio  bank-holding  company  acquired  a  Wisconsin  one 


Recapitalized  once  to  duck  takeover,  the  gun  maker  was  bought  by  a  group  led 
by  managers  and  Morgan  Stanley.  For  another  Morgan  deal,  see  No.  6 


90  SINKHC 


CAE  INDUSTRIES 


542 


Bilzerian  sold  his  defense-electronics  company's  military-simulation  and  training 
division  to  a  Toronto-based  electronics  and  aviation  equipment  maker.  For  other 
Singer  sales,  see  Nos.  46,  137,  147,  and  168 


91  BRUNSWICK  PULP  &  PAPER 

92  RIHKER  MATERIAU 


GEORGIA  PACIFIC 
CSR 


530 
515 


A  forest-products  firm  bought  a  joint  venture  from  popermokers  Scott  and  Mead 
A  maker  of  concrete  block  was  acquired  by  an  Australian  industrial  concern 


93  MOORE  McCORMACK  RES. 

94  ATLAHTK  PETROLQIM 


SOUTHDOWN 
SON 


514 
513 


After  a  hard  battle,  one  cement  producer  acquired  another 


Oil  trader  John  Deuss  bought  most  of  Atlantic  Richfield's  Northeastern  refining 
and  marketing,  end  sold  them  to  another  energy  company  two  years  later 


95  ROPER 


GENERAL  ELECTRIC 


508 


The  conglomerate  bought  a  maker  of  cookstoves;  for  other  GE  deals,  see 
Nos.  14,  42,  ond  165 


96  LEAR  SIE6LER 


PRIVATE  GROUP 


507 


LBO  specialist  Forstmann,  Little,  methodically  disposing  of  pieces  of  the  industrial 
conglomerate  it  bought  out  in  1987,  sold  its  automotive-seating  unit  to 
management  in  an  LBO.  For  other  Forstmann  deals,  see  Nos.  47,  61,  and  116 


97  Mccormick 


PRIVATE  GROUP 


506 


The  food  and  spice  company  sold  a  commercial  real  estate  unit  to  Rouse,  the 
real  estate  developer,  and  a  New  York  pension  fund 


98  BEU  &  HOWEU 


PRIVAn  GROUP 


503 


What  is  now  a  data  base  publishing  and  information-storage  company  was 
taken  private  by  a  group  led  by  Texan  Robert  Bass  and  company  management. 
For  other  Bass  transactions,  see  Nos.  28,  73,  and  129 


99  UAL 


PRIVATE  GROUP 


500 


The  parent  of  United  Air  Lines  divested  the  lost  of  its  non-airline  operations  by 
selling  half  its  Apollo  computerized  reservations  system  to  a  consortium 
consisting  of  USAir  and  four  foreign  corriers.  For  a  bigger  sole,  see  No.  28 


00  ARMHK 

01  ENTEX 


MARK  IV  INDUSTRIES 
ARKLA 


497 
496 


An  automotive-products  maker  was  captured  by  a  defense  conglomerate 
A  gas  utility  was  acquired  by  a  gas  producer  and  distributor 


02  AMERICAN  CABLESVSTEMS 

03  APEX  OIL 


CONTINBITAL  CABLEVISION 
HORSHAM 


482 

476 


Cable  consolidation  as  the  third-largest  operator  bought  a  smaller  one 


An  oil  company  sold  its  Clark  refining  unit  to  a  Toronto  investment  company 
controlled  by  gold-mining  financier  Peter  Munk 
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SfUER 

104  CENTERRE  BANCORP. 

105  SANTA  FE  SOUTHERN  PAOFIC 


BUYiR 

BOATMEN'S  BANCSHARES 
SIERRA  PACIFIC 


PRICE 
$MIL 


470 


COMMENTS 


One  St.  Louis  bank-holding  compony  acquired  another 


460 


The  transportation  company  sold  a  timber  operation  to  a  wood-products 
company.  For  another  Santa  Fe  transaction,  see  No.  41 


106  EL  PASO  CHEMICAL 


PRIVATE  CROUP 


456 


A  petrochemical  company  LBOed  from  Burlington  Northern  was  LBOed  again, 
by  a  group  composed  of  Drexel  Burnham  employees  and  the  investment  firm  of 
Gilliam,  Joseph,  Littlejohn  &  Levy.  New  name:  Rexene,  now  a  public  company 


107  GROLIER 


HACHETTE 


450 


The  acquisitive  French  publisher  bought  the  publisher  of  Encyclopedia 
Americana;  for  a  larger  Hachetfe  acquisition,  see  No.  72 


108  PENNWALT 


FISONS 


442 


Restructuring-in  vain-to  thwart  takeover  threats,  o  diversified  chemical  company 
sold  its  pharmaceuticals  business  to  a  British  pharmaceutical  house 


109  anZENS  FINANCIAL  GROUP 

110  COMPUTERVISION 

111  SAFEWAY  STORES 


ROYAL  BANK  OF  SCOTLAND 
PRIME  COMPUTER 
VONS 


440 
434 
425 


A  Rhode  Island  bank  was  bought  by  a  British  banking  group 


A  pioneer  in  computerized  design  was  bought  by  a  competitor 


Kohlberg  Kravis  Roberts,  which  took  Safewoy  private  in  1986,  sold  its  Southern 
California  operations  to  another  supermarketer,  taking  a  big  block  of  stock  in 
payment.  For  other  KKR  deals,  see  Nos.  12,  17,  24,  33,  35,  64,  73,  and  125 


112  PRIMERICA 


PRIVATE  GROUP 


406 


Gerald  Tsai's  financial-services  company  unloaded  Musicland,  a  music  and  video 
retailer,  in  a  buyout  to  a  group  led  by  Donaldson,  Lufkin  &  Jenrette.  For  another 
deal,  see  No.  71;  for  Primerica's  merger  with  Commercial  Credit,  see  No.  22 


113  BDM  INTERNATIONAL 

114  USG 


FORD  MOTOR 


404 

400 


The  auto  giant  bought  o  military  software  company 

A  building-materials  company  sold  Masonite  to  the  big  paper  company 


INTERNATIONAL  PAPER 
UNION  PACIFK 
PRIVATE  GROUP 


115  uspa 

1 16  PULLMAN 


396 

388 


A  hazardous-waste-disposal  company  was  acquired  by  a  railroad 


A  group  led  by  Forstmonn,  Little  beat  out  an  LBO  by  the  conglomerate's 
management.  For  other  Forstmonn  deals,  see  Nos.  47,  61,  and  96 


117  CiRTAINTEED 

118  PLAYTEX  APPAREL 


SAINT-GOBAIN 


387 

380 


A  French  glass  company  bought  the  rest  of  a  glass-fiber  insulation  maker 


PRIVATE  GROUP 


Split  off  from  Playtex  Holdings  at  the  time  of  the  buyout  (see  No.  77),  this  was 
an  LBO  by  o  group  led  by  Playtex  CEO  Joel  Smilow 


119  CULLUM 


PRIVAn  GROUP 


380 
375 
375 


A  Texas  supermarketer  was  taken  private  by  executives  and  its  founding  family 
A  group  led  by  management  bought  out  a  Kansas  City  baker 


120  INTERSTATE  BAKERIES 

121  HERSHEY 


PRIVATE  GROUP 
TENNESSEE  RESTAURANT 


Abandoning  restaurants,  the  candy  company  sold  Friendly  Ice  Cream  to  an  outfit 
that  runs  the  Perkins  restaurant  chain;  see  No.  178  for  another  Hershey  deal 


122  XIDEX 

123  FIRH  NH  BANKS 


ANACOMP 


374 
370 


An  information  processor  bought  a  maker  of  data-storage  products 


BANK  OF  IRELAND 


Ireland's  second  largest  bank  acquired  New  Hampshire's  largest  and  most 
profitable  bank-holding  company 


1 24  ESSEX  CHEMICAL 


DOW  CHEMICAL 


366 


The  chemical  giant  stepped  in  to  purchase  a  chemical  company  after  it  became 
the  takeover  target  of  a  European  joint  venture 


125  SEAMAN  FURNFTURE 


PRIVATE  GROUP 


354 


A  big  furniture  retailer  was  taken  private  in  an  LBO  by  Kohlberg  Kravis  Roberts. 
For  more  KKR  transactions,  see  Nos.  12,  17,  24,  33,  35,  64,  73,  and  1 1 1 


126  U>CKHEED 


KNIGHT-RIDDER 


353 


In  a  move  to  enhance  its  booming  information-retrieval  business,  the  big  media 
conglomerate  bought  Dialog,  Lockheed's  data  unit 


127  TRANS  WORLD  AIRUNES 

128  MTECH 

129  AMERICAN  S&'JiMGS  &  LOAN 


PRIVATE  GROUP 
GENERAL  MOTORS 
PRIVATE  GROUP 


351 
351 
350 


Carl  Icahn  finally  succeeded  In  taking  his  airline  private 


The  auto  giant's  Electronic  Data  Systems  bought  a  bank  data-processor 


Once  the  jewel  of  bankrupt  Financial  Corp.,  the  thrift  was  peddled  to  Robert 
Bass  by  federal  regulators-without  its  bum  loans.  New  name:  American  Savings  ' 
Bank.  For  other  Bass  deals,  see  Nos.  28,  73,  and  98 
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e. 


\rmed  with  the  resources  to  help  you, 
10  matter  what  the  investment  climate. 


Prudential-Bachd 


Securities 


SOUR 


130  INTL  CLINICAL  LABS. 


BUYER 

SMITHKLIHE  BECKMAN 


PRICE 
$MIL 


346 


COMMENTS 

A  pharmaceutical  company  bought  another  laboratory-testing  concern  with  a 
specialty  in  drug-detection  and  insurance-exam  testing 


131  COHVERCEIIT 


UNISYS 


345 


A  maker  of  commercial  information  systems  and  defense-electronics  acquired  o 
computer  manufacturer;  for  another  Unisys  buy,  see  No.  142 


132  CONAIR 

133  SABINE 


SHISEIDO 

FACIFK  ENTERPRBES 


342 
340 


A  hair-care  company  sold  a  hair-wove  unit  to  a  Tokyo  cosmetics  compony 


An  oil-ond-gas  driller  was  acquired  by  o  Los  Angeles  utility  company 
One  insurance  company  acquired  another 


134  KEYSTONE  PROVIDENT  LIFE 

135  AMERICAN  OLEAN  TIU 

1 36  GENERAL  MILLS 


LIBERTY  MUTUAL 

ARMSTRONG 

JUSCO 


330 
330 


The  building  materials  and  floor-coverings  company  bought  a  ceramic  tile  maker 


325 


Divesting  non-foods,  the  grocery-products  company  sold  its  Talbot's  women's 
apparel  stores  to  a  Japanese  retailer;  for  another  divestiture,  see  No.  184 


137  SINGER 


RVOBI 


325 


Another  sale  by  Bilzerian:  the  motor  products  division  of  his  recently  acquired 
defense  electronics  concern  to  a  Japanese  manufacturer.  For  the  Singer  buy,  see 
No.  46;  for  other  Singer  divestitures  see  Nos.  90,  147,  and  168 


138  CAMPEAU 


KIMCO  DEVELOPMENT 


325 


In  the  aftermath  of  the  Federated  takeover,  Campeau  sold  the  Gold  Circle 
discount  chain  to  a  strip  shopping-center  developer 


139  RTI 

140  MTM 


COOPER  INDUSTRIES 
TELEVISION  SOUTH 


323 

320 


One  maker  of  electrical  products  was  purchased  by  another 


A  British  TV  company  acquired  a  much  larger  Hollywood  producer  (Hill  Street 
Blues)  in  partnership  with  two  French  TV  companies 


141  RKO  GENERAL 

142  TIMEPLEX 


WALT  DISNEY 
UNISYS 


320 

316 


A  station  group  sold  KHJ-TV  to  the  entertainment  giant 


A  supplier  of  voice  and  data  communications  networks  was  acquired  by  a  major 
computer  manufacturer;  for  another  Unisys  buy,  see  No.  131 


143  FIRST  TEXAS  BANK 


MkANDREWS  &  FORBES 


315 


Raider  Ron  Perelman's  Investment  vehicle  bought  five  troubled  Texas  thrifts  that 
were  peddled  by  the  bank  regulators;  see  No.  62  for  another  Perelman  deal 


144  CP  NATIONAL 

145  ARKANSAS  BEH 


AUTEl 

PRIVAH  GROUP 


314 
313 


A  telecommunications  concern  acquired  a  San  Francisco  utility  company 


Fleeing  a  hostile  offer,  a  trucking  company  yielded  to  an  LBO  by  New 
York-based  Kelso  &  Co.  For  another  Kelso  deal,  see  No.  13 


1 46  METROPOLITAN  BROADCASTING 

147  SINGER 


SILLERMAN-MASEE 
PLESSEY 


310 
310 


A  closely  held  radio  broadcaster  acquired  a  major-market  radio  group 


Paul  Bilzerian  sold  Singer's  electronics  systems  division  to  the  British  defense  and 
electronics  company;  for  other  Singer  deals,  see  Nos.  46,  90,  137,  and  168 


148  ALLIED  BANCSHARES 


FIRST  INTERSTATE  BANCORP 


309 


A  Los  Angeles  bank-holding  company  bought  an  ailing  Texas  group— and 
promptly  ran  into  earnings  problems 


149  VIKMSS 


nmn  group 


307 


In  the  throes  of  restructuring,  the  West  Coast  conglomerate  sold  off  its  original 
business-a  lumber  and  housewares  retailer-to  its  management 


1 50  AMERICAN  CTORES 


PRIVATE  GROUP 


305 


After  grabbing  Lucky  Stores  (No.  11),  the  supermorketer  sold  Lucky's  Kosh  n 
Korry  to  a  group  led  by  Gibbons,  Green.  For  another  GGA  deal,  see  No.  190 


151  AMSTAR 


TAn  A  LYIE 


305 


Taken  private  by  Merrill  Lynch  and  management  in  1986,  the  conglomerate  shed 
assets:  in  1987,  beet-sugar  operations;  in  1988,  all  sugar  divisions-to  a  British 
sugar  refiner  and  its  affiliate.  For  other  Tote  &  Lyie  deals,  see  Nos.  26  and  74 


1 52  GEARHART  INDUSTRIES 

153  FUHtlDA  STRl 

154  TRW 


HALLIBURTON 
PRIVATE  GROUP 


304 
303 


One  oil-service  company  acquired  another 

A  steel  company  was  taken  private  by  a  group  led  by  its  management 


PEARSON 


303 


An  industrial  conglomerate  sold  off  its  oilfield  equipment  units  to  the  U.  S. 
subsidiary  of  a  British  conglomerate;  for  another  Pearson  buy,  see  No.  176 


155  resort::  international 


GRimN 


302 


Merv  bought  the  gaming  concern  and  agreed  to  sell  the  company's  ambitious 
Atlantic  City  Taj  Mahal  project  to  his  bidding  rival,  Donald  Trump 


THE  1989  BUSINESS  WEEK  TOP  1000 


At  Toshiba,  were  not  only  committed  to 
making  computers  more  portable,  but  also 
to  making  portables  more  powerful. 

Which  is  why,  in  our  effort  to  constantly 
improve  and  refine  our  machines,  we've 
added  three  new  computers  to  what  is 
already  the  most  complete  family  of  truly 
portables  available. 

Each  designed  to  be  powerful  enough 
to  take  on  the  increasingly  complex  tasks 
that  face  todays  sophisticated  PC  users. 

First,  theTlGOO  which  weighs  under 
12  pounds  and  which  is  the  fastest  battery- 


powered  computer  we've  ever  made. 

Second,  theTSlOOe,  the  successor 
our  most  popular  machine — theTSlOO/ 
We've  made  it  nearly  two  pounds  lighter  a 
a  lot  faster— we've  even 
added  expansion  capa- 
bilities. About  the  only 
thing  we  didn't  add  was 
more  size. 

TKM)  Battny-powcrcd 286/12MHZ. 
n>t>riiccssor  socket,  20MB  hard  disk  at 
27nm'(  .  1.44MB 3'/2" diskcltc  drive. 
1MB  RAM  expandable  to  SMB.  detach- . 
able  backlit  EGA  compatible  LCD. 
remorable  rechargeable  battery  pack. 


'Insliilia  IS  the  wnrkl  lender  in  trulv  iJ'iitMhle  I sand  r,iaiuilartu)cs,, ,  oaiplt  te  Inieol  IiihIi  (inality  rlnl-niatnx  and  laser  printers.  Fur  more  inlnrniatuin  call  l-8()()-457-7777.  All  In- 1, 
PCs'are  backed  by  the  Exceptional  Care  [jroyrain  (no-cost  enrollment  re(|uned)  IBM  is  a  registered  trademark  of  Intemational  Business  Machines  Corporation.  Model  T52()0  haei 
been  approved  by  the  Federal  Communications  Commission. 'Phis  device  is  not,  and  may  not  be,  offered  for  sale  or  lease,  or  sold  or  leased  until  the  approval  of  FXC  has  been  obt.nd 


And  finally,  the  T5200,  which  has  enough 
)wer  to  replace  virtually  any  desktop  PC. 

But  we  haven't  just  concentrated  on 
)wer  and  portability  We've  also  constantly 
aked  for  ways  to  make  our  machines  more 
irable,  more  reliable,  and  easier  to  use— 
)wn  to  the  800  number  our  customers  can 
ill  for  help  with  any  technical  question  that 
ight  come  up. 

We  figure  that's  what  our  users  demand. 

And  it's  by  anticipating  the  growing 
^eds  of  our  users  that  we  have  continually 
und  ways  to  make  our  machines  weigh 


less  and  do  more.  So  you  can  work  wher- 
ever you  want  and  however  you  want. 

All  of  which  might  make  it  tempting 
for  some  people  to 
abandon  their  desktop 
for  the  convenience  of 
portability  Go  ahead. 

We've  given  you 
the  power  to  do  it. 

T3100e:  12MHz  286  with  80287  co- 
processor socket,  internal  half-length 
IBM  slot.  20MB  hard  disk  with  27 
msec  access.  1  MB  RAM  expandable 
to  SMB.  gas  plasma  display.  1.44MB 
3'/2"  diskette  drive. 


In  Touch  with  Tomorrow 

TOSHIBA 


SEILER 

BUYER 

PRICE 
$  MIL 

COMMENTS 

1 56  MICOM  SVnEMS 

PRIVATE  GROUP 

301 

A  Wesf  Coast  maker  of  data-communications  equipment  was  acquired  by 
Odyssey  Partners,  a  New  York-based  buyout  firm 

157  INFINITY  BROADCASnNC 

PRIVAn  GROUP 

301 

A  radio-station  group  was  taken  private  by  its  senior  management 

158  FIREMAN'S  FUND 

AGNELLI  GROUP 

300 

The  big  insurance  company  took  on  another  major  stockholder,  the  investment 
arm  of  Fiat's  Agnelli  family,  after  buying  back  stock  from  American  Express,  now 
a  20%  owner.  Agnelli's  buy  of  preferred  stock  amounts  to  18%  ownership 

159  GENERAL  REASSURANCE 

PRIVATE  GROUP 

300 

The  nation's  largest  reinsurance  company  sold  off  its  life  reinsurance  unit  to  a 
group  of  insurance-merger  consultants 

160  WCI  FINANCIAL 

PRIVATE  GROUP 

300 

The  West  Coast  conglomerate,  now  in  the  throes  of  a  buyout  by  Wosserstein, 
Perella,  sold  off  its  credit-card  subsidiary  to  o  group  of  the  unit's  managers;  for 
another  Wasserella  deal,  see  No.  32 

161  DEUWARE  MANAGEMENT 

PRIVATE  GROUP 

300 

A  big  pension  and  mutual  fund  manager  wa:  taken  private  by  an  investment 
group  led  by  Castle  Harlan 

162  AM  INTERNATIONAL 

HEIDELBERGER  DRUCK 

300 

An  office-equipment  maker  sold  its  offset  printing-press  business  to  a  German 
company,  the  world's  leading  manufacturer  of  printing  machinery 

163  NOUYWOOD 

PRIVAn  GROUP 

300 

A  feuding  Florida  real  estate  family  sold  off  its  development  and  land  company 
to  a  partnership  led  by  Swerdlow-Nussbaum  Properties,  a  development  firm 

164  ADAMS-RUSSEL 

CABLEVISION  SYSTEMS 

295 

A  cable-TV  company  bought  a  Massachusetts-based  coble  group 

165  GENERAL  ELECTRK 

EUaROLUX 

295 

The  Swedish  appliance  maker  bought  the  lownmower  and  garden  tractor 
business  of  GE's  recently  acquired  Roper  appliance  unit.  See  No.  95  for  GE's 
acquisition  of  Roper;  for  other  GE  deals,  see  Nos.  14  and  42 

166  NIPPON  MINING 

DAIMUR-BENZ 

290 

The  German  industrial  giant's  AEG  subsidiary  bought  Gould's  industrial 
automation  unit  from  its  new  Japanese  owners;  for  the  Gould  buy,  see  No.  40 

167  COCA-COU  ENTERPRISES 

JOHNSTON  COCA-COLA 

285 

To  help  finance  a  price-boosting  stock  buybock.  Coke's  bottling  affiliate  sold  o 
Midwestern  bottler  to  on  independent  Coke  bottler 

168  SINGER 

ASTRONAUTICS 

285 

Another  asset  sale  by  Bilzerian,  this  time  of  Singer's  Keorfott  guidance  and 
navigation  unit  to  an  aircraft  instruments  company;  for  other  Singer  sales,  see 
Nos.  46,  90,  137,  and  147 

169  RENFFUSION  SIMULATION 

GM  HUGHES 

283 

GM's  big  aircraft  and  defense  electronics  subsidiary  bought  one  of  the  world's 
largest  makers  of  flight  simulators 

170  TRICENTROL 

ATLAHTIC  RICHFIELD 

283 

A  U.  S.  oil  company  bought  a  British  oil  company  with  good  oil  and  gas  reserves 

171  BKORWESnRN 

PRIVAn  GROUP 

280 

A  group  led  by  management  took  a  mining-equipment  maker  private 

172  AMFAC 

PRIVATE  CROUP 

276 

Stripping  away  its  mainland  holdings,  the  Hawaiian  agricultural  and  real  estate 
company  sold  its  Lamb-Weston  potato  processor  to  a  joint  venture  of  ConAgra 
and  Golden  Valley  Microwave  Foods.  For  the  sale  of  Amfac,  see  No.  50 

173  TEXAS  EASnRN 

ENTERPRISE  ML 

276 

The  first  bite  of  the  pipeliner's  production  assets  by  a  British  oil  company  that  ! 
later  bought  all  of  Texas  Eastern's  leases,  mostly  in  the  North  Sea  fields 

174  ACS  COMPUTERS 

NYNEX 

275 

The  New  York  Baby  Bell  picked  up  a  software  company 

175  AUIED  SIGNAL 

SIEMENS 

275 

An  industrial  conglomerate  sold  its  Bendix  automotive  electrical  division  to  the 
German  electrical  products  and  electronics  giant 

176  ADDISON-WESIEY  PUBLISHING 

PEARSON 

273 

Another  independent  U.  S.  textbook  publisher  was  snapped  up-this  time  by  a 
British  conglomerate;  for  another  Pearson  buy,  seen  No.  154 

177  OCCIDENTAL  Pi^TROLEUM 

REPSOL 

272 

Armand  Hammer's  oil  company  sold  its  interest  in  a  Colombian  joint  venture  to 
its  partner,  the  Spanish  state  oil  company;  for  another  Oxy  deal,  see  No.  31 

178  CADBURV  SCHWEPPES 

HERSHEY 

270 

The  big  British  candy  and  soft-drink  marketer  sold  its  U.  S.  candy  operations 
(Mounds,  Almond  Joy)  to  the  U.  S.  chocolate  company 
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What  to  expect 
from  your  personal  account  executive 
in  Tiffany's  Corporate  Division^ 


An  introduction  to  the  celebrated  designers 
who  will  create  one-of-a-kind  masterpieces  for 
your  most  treasured  customers. 

Countless  original  gift  ideas 
for  any  business  occasion. 

Handsome  dining  accessories 
that  proudly  bear  your  company  logo. 

On-time  delivery,  dedicated  inventory 
and  a  depth  of  merchandise  that  insures 
that  your  catalogue  selection 
is  always  in  stock. 

A  custom-tailored  service 
recognition  program  that  treats 
your  employees  to  the  best. 

Trophies  of  distinction  in  the  tradition 
of  the  Belmont  trophy,  the  Super  Bowl  trophy 
and  the  Breeder's  Cup. 

Sales  incentive  awards  that  mean  business. 

The  famous  Tiffany  blue  box 
with  every  purchase. 

Multiple  order  capability 
nationwide,  worldwide.  To  receive 
a  catalogue,  open  an  account  or  place 
an  order,  call  800-423-2394. 

Tiffany  &  Co. 

NEW  YORK  BEVERLY  HILLS  CHICAGO  DALLAS  HOUSTON  PHILADELPHIA 
BOSTON  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  COSTA  MESA  t'T&CO,  1'I8'( 


An  artist's  conception  of  the 
problem  many  companies  experience 

with  their  banks. 

\bur  company  has  its  own  unique  set  ot  problems  and  needs. 

Your  bank  has  its  own  unique  set  of  products  and  services. 

Now,  a  question.  If  you  and  your 
bank  don't  quite  fit  together,  who  ends  up 
accommodating  whom? 

Unfortunately,  the  question  is  all 
too  often  a  rhetorical  one.  Because  in  the 
fmal  analysis,  the  real  range  of  choice  of- 
fered by  most  commercial  banks  seldom 
extends  much  beyond  "take  it  or  leave  it." 

But  there  is  another  choice. 
Continental  Bank.  At  Continental,  we're  setting  the  traditional  concept  of  banking^ 
service  on  its  ear.  Peculiar  as  it  may  sound,  we  believe  that  the  people  doing  the  I 
serving  should  accommodate  the  people  being  served.  I 

We  recognize,  for  example,  that  the  standard,  time-tested  offerings  of  the! 
banking  industry  are  beginning  to  fail  the  test  of  time.  So  instead  of  maintaining  a| 
slavish  allegiance  to  them,  we've  taken  the  vanguard  in  seeking  out  and  developing! 


ew  products,  new  technologies,  new  ways  of  solving  new  problems. 

We  recognize  that  some  bankers  face  the  periodic  temptation  to  give  their 
bottom  line  priority  over  yours.  So  we've  removed  that  temptation  by  rewarding 
ar  people  in  proportion  to  the  rewards  they  achieve  for  you. 

Most  important,  we  recognize  that  the  banking  industry  has  long  operated 
xording  to  a  sort  of  hit-and-run  philosophy,  one  that  often  neglects  long-term 

goals  in  favor  of  short-term  solutions. 

So  we've  made  it  a  special  point  to 
treat  each  client  relationship  as  if  it  were  an 
eternal  pact.  Simply  put,  we  make  your  long- 
range  objectives  our  own. 

We  wish  we  could  say  that  we're 
doing  all  this  just  because  we're  wonderful 
people.  But  that's  only  part  of  the  reason. 
The  other  part  is  that  we're  sensible 
sople.  Since  business  banking  is  our  only  business,  our  entire  future  hinges  on  how 
ell  we  serve  the  varied  needs  of  our  business  clients.  And  we're  acutely  aware  that 
hinge  can  s^^nng  both  ways. 

If  you  'd  like  us  to  get  more  specific  about  what  Continental  can  do  for  you, 
ill  us  at(312)  828  5799.  No  matter  what  shape  your  company's  in,  we're  confident 

lat  you'll  fmd  us  to  be  a  very  good  fit.      Continental  Bank 

A  new  approach  to  business. " 


SELLER 


BUYER 


PRICE 


COMMEMTS 


1 79  ATLANTIC  RESEARCH 


SEQUA 


269 


A  maker  of  rocket  motors  was  acquired  by  a  New  York-basecJ  chemicals, 
electronics,  and  aerospace  concern 


180  SAVANNAH  EUaRIC  &  POWER 


SOUTHERN 


266 
265 


The  Atlcnto-based  utility  holding  company  acquired  c  Savannah  utility 


181  DVHCORP 

182  BLOUNT 


PRIVATE  CROUP 
MERCURY  STAINLESS 


A  technological  services  company  was  taken  private  by  management 


265 


A  closely  held  maker  of  stainless-steel  products  acquired  the  Washington  Steel 
unit  of  an  international  manufacturing  and  construction  company 


183  KAISERTECH 


ENGELHARD 


264 


The  big  chemical  and  metallurgical  company  bought  c  specialty-chemical  unit 
from  the  aluminum  company;  for  Koiserlech's  buyout  by  Maxxam,  see  No.  55 


184  GENERAL  MILLS 


SPIEGEL 


261 


Continuing  its  divestiture  of  non-food  businesses,  the  grocery-products  company 
sold  its  Eddie  Bauer  leisure-wear  and  outdoor  retailer  to  the  catalog 
merchandiser.  For  another  General  Mills  sale,  see  No.  136 


185  UHGERMAHN-BASS 


TANDEM  COMPUTERS 


260 


A  world-wide  supplier  of  computer  systems  and  networks  purchased  a  specialist 
in  local-area  computer  network  systems 


186  RALSTON  PURINA 


PRIVAn  GROUP 


260 


A  food  company  sold  its  Van  Camp  Seafood  div.  to  a  group  of  Indonesian 
investors  with  a  background  in  agribusiness  and  fish  processing 


187  W.  R.  GRACE 


PRIVATE  GROUP 


260 


The  chemical  company  sold  its  Florida  phosphate  operations  to  a  group  led  by 
management.  New  name:  Seminole  Fertilizer 


188  COMCAST  CABLEVISION  OF  MD. 


COMCAST 


259 


A  cable-TV  and  cellular  telephone  company  bought  out  the  limited  partnership 
interests  of  one  of  its  cable  systems 


189  MORSE  SHOE 


PRIVATE  GROUP 


257 


Sidestepping  raider  Asher  Edelman,  a  shoe  retailer  was  taken  private  by  a  group 
led  by  its  management.  For  other  Edelman  attempts,  see  Nos.  48  and  49 


190  RMtDMAKER 


PRIVAn  GROUP 


254 


An  LBO  of  the  restaurant  company  by  a  group  led  by  management  and 
Gibbons,  Green,  &  von  Amerongen.  For  another  Gibbons,  Green  deal  see 
No.  150;  for  0  prior  Foodmoker  buy,  see  No.  197 


191  HAHSON 


PILGRIM  HOUSE  GROUP 


254 


The  British-American  investment  and  management  conglomerate  continued  the 
breakup  of  Kidde  by  selling  off  fire-protection  operations  to  a  British 
electrical-products  company;  see  No.  19  for  the  Kidde  buy 


192  FACET  ENTERPRISB 


PENNZOIL 


249 


One  of  the  nation's  largest  manufacturers  of  automotive  filters  was  acquired  by 
the  Houston  oil  concern,  one  of  its  biggest  customers 


1 93  WEHERH  AUTO  SUPPLY 


SEARS,  ROEBUCK 


247 


In  a  move  to  expand  in  the  retail  auto-parts  industry,  the  retailing  and  financial 
services  giant  acquired  the  auto-ports  retailer 


194  RHODES 


PRIVATE  GROUP 


242 


In  its  first  effort.  Green  Capital,  a  new  LBO  group,  bought  out  a  furniture 
retailer  controlled  by  Atlantic  American,  an  insurance  holding  compony 


195  CARTERET  BANCORP 


HOME  GROUP 


232 


A  New  York-based  insurance  and  financial-services  company  bought  a  New 
Jersey  bank-holding  company 


196  FLEMING 


PRIVAn  GROUP 


232 


The  nation's  largest  food  wholesaler  sold  White  Swan,  which  distributes  food  to 
restaurants,  to  a  group  led  by  management  and  Merrill  Lynch  Capitol  Partners; 
for  another  Merrill  deal,  see  No.  151 


197  CHI-CHI'S 


FOODMAKER 


232 


The  operator  of  the  Jack  in  the  Box  fast-food  chain  bought  a  chain  of  Mexican 
restaurants;  for  Foodmoker's  subsequent  LBO,  see  No.  190 


198  CONCURRENT  COMPUTER 


MASSACHUSETTS  COMPUTER 


231 


Two  computer  companies  specializing  in  simulation  and  modeling  merged.  The 
combined  operation  retained  the  Concurrent  name 


199  TYLER 


PRIVATE  GROUP 


230 


An  industrial  company  sold  off  Hall-Mark  Electronics,  o  distributor,  to  a  group 
led  by  management  and  merchant  bankers  Riordon,  Freeman  &  Spogli 


200  PARISIAN 


PRIVAn  GROUP 


230 


An  apporel  chain  was  taken  private  by  management  and  Hooker  Corp.,  an 
Australian  real  estate  developer  with  U.  S.  interests,  including  Bonwif  Teller 
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You  Can  Run  From  Office  I^oblems. 
Or  We  Can  Help  Elimmate  Them. 

It's  been  said  lhal  jo^^in^  lowers  blood  pressure  and  soothes  the  central  nervous  system. 
Of  course,  the  same  miglit  be  said  aboul  a  Ricoh  Kacsimile  Machine. 

After  all.  our  KAX35  can  deliver  a  document  in  less  time  than  it  lakes  most  people  to  run  a  100- 
ird  dash.  While  savin^^  you  countless  hours  hopin^i  the  overni^^hl  courier  arrives.  And  with 
emory  Aulo  Redial.  and  lO-l'afje  Document  I  Ved.  tlie  tA\:i5  actually  performs  better  than  a 
lessenger  service  ever  could. 

But  we  don't  just  offer  incredible  speed.  We  also  offer  incredible  selection.  In  fact,  we  make  the 
roadest  line  of  fax  machines  in  the  business.  So,  rather  than  altempt  to  escape  the  pressures  of  the 
ay  by  fleeing  the  oftlce,  consider  the  allernative.  (]all  1-800- r)24-()8()4  lor  the  name  of  your  author- 


ed Ricoh  fax  dealer.  He  ll  have  your  business  running  smoother  in  no  lime. 
At  Ricoh,  We  Don't  1^1  Your  Olfk  e  Gel  In  riie  VVa>  Of  Your  Business. 


mm 


JL 


THE  20  LARGEST  DEALS  IMTLA.TED  IN  1<)88  BUT  STILL  PENDING.  OR  COMPLETED  IN  THE  FIRST  QUARTER  OF  19S9 
THE  CRITERIA  FOR  INCLUSION  ARE  OTHERWISE  IDENTICAL  TO  THOSE  IN  THE  MAIN  LIST  THAT  BEGINS  ON  PAGE  39 


smER 


BUYER 


PRia 


COmUNTS 


1  RJR  NABISCO 


KOHLBERG  KRAVIS  ROBERTS 


24717 


The  celebrated  buyout  firm  scored  its  biggest  triumph  with  a  record-setting  deal 
for  the  huge  tobacco  and  food  company,  after  a  bitter  bidding  war  with  a 
group  led  by  management.  The  transaction  closed  on  Feb.  10 


2  piiiSBMrr 


GRAND  METROPOUUN 


5758 


The  British  conglomerate  bought  a  major  American  food  processor  and  fast-food 
operator.  The  deal,  initiated  in  October,  closed  Jon.  10 


3  HOSPITAL  CORP.  OF  AMERICA 

4  SAN  MEGO  GAS  &  OECTIUC 


PRIVATE  INV^R 
SCKORP 


3603 


A  chain  of  for-profit  hospitals  is  being  taken  private  by  its  management 


2525 


After  o  long  struggle,  a  California  utility  is  giving  in  to  a  big  Los  Angeles-based 
utility  holding  company 


5  GENERAL  CINEMA 


PEPSICO 


1750 


As  it  restructures,  o  company  with  a  motion-picture  exhibitor  is  selling  its  bottling 
business  to  the  soft-drink  giant 


6  WEST  POiHT-PEPPER&l 


lARlfY 


1560 


A  Chicago  investor  won  a  bitter  fight  for  a  family-run  textile  company  that 
recently  won  its  own  battle  for  rival  J.  P.  Stevens 


7  MERITOR  FINANCIAL 


FORD  MOTOR 


1300 


Pulling  bock  to  its  basic  banking  business,  the  parent  of  Philadelphia's  PSFS 
savings  bank  sold  its  consumer-credit  business  to  the  automaker 


8  TR1AN6U  INDUSTRIES 


PKHIHEY 


1281 


Nelson  Pelz  sold  the  nation's  biggest  can  company  to  a  French  manufacturing 
company.  The  deal  closed  Jan.  13,  and  France  has  been  rocked  every  since  by 
allegations  of  insider  trading  in  the  stocks 


9  ROGERS  COMMUNICATIONS 


HOUSTON  INDUSTRIES 


1270 


A  Canadian  telecommunications  and  cable-TV  company  sold  its  U.  S.  coble 
systems  to  a  Texas  utility  compony 


10  HOUY  FARMS 


TYSON  FOODS 


1149 


The  battle  between  two  food  companies  (the  other  is  ConAgra)  to  acquire  the 
big  poultry  processor  is  still  going  strong.  This  price  is  Tyson's  most  recent, 
sweetened,  offer,  backed  by  a  tender  for  stock.  The  battle  is  in  the 
Delaware  courts 


11  TWSERVKES 


PRIVATE  GROUP 


980 


The  food-service  and  restaurant  company  is  resisting  takeover  by  o  group  led  b) 
Coniston  Partners,  a  New  York  LBO  specialist 


12  PRIME  COMPUTER 

1 3  TIGER  INTERNATIONAL 

14  IBM 


MAI  BASK  FOUR 
FEDERAL  EXPRESS 
SIEMENS 


850 


One  minicomputer  company  is  being  pursued  by  another 


844 


Fred  Smith's  overnight  delivery  service  bought  o  big  freight  airline 


844 


The  sale  of  Rolm  Corp.'s  manufacturing  and  development  operations  to  the 
German  electrical  and  electronics  company  marked  the  end  of  Big  Blue's  foray 
into  telecommunications  and  telephone  systems 


15  CHICAGO  PACIFK 


MAYTAG 


784 


The  company  that  mokes  Hoover  vacuum  cleaners  sold  out  to  the  kitchen  and 
laundry  appliance  marketer.  The  deal  closed  Jan.  26  V 


16  LORIMAR  nLEPKTURES 


WARNER  COMMUNICATIONS 


635 


Steve  Ross's  entertainment  conglomerate  picked  up  a  smaller  movie  studio.  The 
deal  closed  Jan.  1 1 


17  HOLUND  AMERICA  UNE 


CARNIVAL  CRUISE  LINES 


625 


A  cruise-ship  operator  acquired  the  cruise  ond  tour  business  of  another 
ocean-shipping  line.  The  deal  closed  Jan.  17 


18  UNIVERSAL  FOODS 


PRIVAn  GROW 


596 


Backed  by  a  British  food  company,  two  U.  S.-based  South  Africans  operating  a 
Hyde  Park  Partners  are  chosing  a  U.  S.  maker  of  commercial  food  products. 


19  NATIONAL  AMUSEMENTS 


CABLEVISION  SYSTEMS 


575 


Sumner  Redstone's  entertainment  conglomerate  sold  two  coble  systems  owned 
by  its  Viacom  subsidiary,  plus  5%  of  the  Showtime  pay  cable  service,  to  a  big 
cable-TV  operator.  The  deal  closed  Feb.  17 


20  MOBIU  COMMONKAnOK 


BELLSOUTH 


558 


Like  many  of  the  Baby  Bells,  the  Atlanta-based  regional  telephone  company  is 
racing  to  build  a  position  in  paging  service,  and  cellular  telephone  networks.  Itl 
buying  a  company  based  in  Mississippi.  The  courts  recently  cleared  the  merger  j 
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)YOTA  CRESSIDA 


HE  KING  OF  LUXURY 
IRFORMANCE  SEDANS 
NDTHE  PRIDE  OF  TOYOTA. 

ot  oniy  is  Cressida  all-new  for  1989,  it's  more  powerful  than  ever.  Six 
iders,  fuel  injection,  twenty-four  valves  and  190  horsepower  are  all  part  of 
ngine  package  that  demands  to  be  opened  up.  Complementing  all  of  this 
'er  is  the  superb  handling  of  Cressidas  redesigned  suspension,  new 
ng  and  a  luxurious  interior. 

nd,  of  course,  there  is  the  reassurance  of  knowing  that  Toyota  Quality 
made  Cressida  the  most  trouble-free  new  car  sold  in  America 
he  past  two  years.* 

ne  1989  Cressida.  The  pride  of  Toyota.  And  master  of  the  asphalt  jungle. 

36-month /36,000-mile  basic  new  vehicle  limited  warranty 

I  no  deductible  and  no  transfer  fee  applies  to  all  compo- 
I  ts  other  than  normal  wear  and  maintenance  items. 

all  l-800-GO-TOYOTA  for  more  information 

the  location  of  your  nearest  dealer. 
:  More  From  Life. . .  Buckle  Up! 

JYOTA  QUALITY 

)  COULD  ASK  FOR  ANYTHING  MORE! 


l_Ofl  problems  encounti 

ownership— |.D.  Pcf«y!^(|Agociates 
Nev*  Car  Initial  Quality  Su^^ 
id  1988  vehidesl. 

Motor  Sales.  US.  A,  Inc. 


ADAMS-RUSStL  '  t-i 

ARKANSAS  BEST  145 

BRUNSWICK  PULP  &  PAPER  91 

>  COMPUTERVISION  1 IC 

ENTEX  101 

ADMSON-WtStiY  PUU.  176 

ARKLA  '31 

,   CABLEVISJON  INDUSTRIES  '3 

COHAIR  '32 

ESSEX  CHEMICAL  '  24 

ADLER  &  &HAYKIN'  75 

ARMSTROIIS  135 

1  CABLEVISION  SYSTEMS  :4 

CONCURRENT  COMPUTER  198 

FACET  ENTERPRISES  192 

AfG  INDUSTRIES  -~ 

ARMTEK  100 

1  CADBURY  SCNWEPPES  1 78 

CONTINENTAL  CABLfVtSiOII  102 

1  FARMERS  GROUP  3 

AGNEUI  CROUP  '53 

ASTROHAUTKS  168 

1   CAE  INDUSTRIES  90 

CONVERGENT  '  3 ' 

1   FEDERATED  DEPT.  STORES  2 

AGS  COMPUTERS  ~i 

ATLANTIC  PfTROLfUM  94 

'   CAIN  CHEMICAL  31 

COOPER  INDUSTRIES  139 

{   FIDELCOR  53 

ALLIED  BANCSHARES  148 

ATLANTIC  RESEARCH  ~9 

CAMPUU  3  25,  38,  67.  138 

CP  NATIONAL  44 

1  FIREMAN'S  FUND  158 

ALLIED  SIGNAL  1  '5 

ATLANTIC  RICHFIELD  ~?  170 

CARLTON  COMMUNKATIOMS  62 

CREDIT  SUISSE  '  3 

'   FIRESTONE  3 

ALLTEL  ■  ~~ 

B.  A.  T.  INDUSTRIES  j 

1  CARTERET  BANCORP  '95 

CSR  =3 

1  FIRST  BOSTON  '  3 

AM  INTERNATIONAL  '62 

BANC  ONE  35 

1  CBS  16 

CSX  34 

1  FIRST  FIDELITY  BANKCORP.  53 

AMERICAN  BRANDS  36,  39 

BANK  OF  IRELAND  123 

1  CBfIB  63 

CULLUM  "9 

1  FIRST  INTERSTATE  BANCORP  148 

AMERICAN  CABLESYSTEMS  102 

BANK  OF  NEW  YORK  27 

'  OITBtRE  BANCORP.  104 

DAIMLER-BENZ  '  66 

'  FIRST  JERSEY  NATIONAL  56 

AMERICAN  EXPRESS  44 

BANK  OF  TOKYO  66 

1  CENTRAL  BANCORP  30 

DELAWARE  MANAGEMENT  161 

FIRST  KENTUCKY  NATIONAL  82 

AMERICAN  GENERAL  ~6 

BASS  GROUP'  :=  73  98,  129 

'  ORTAINTEED  " 

DiAMANDIS  COMMUNI.  72 

1   FIRST  NH  BANKS  23 

AMERICAN  MEDICAL  INTL  i~ 

BDM  INTERHATIOHAl  1 13 

CHARTER  MEDtCAi  57 

DISHEY  (WALT)  4 

i   FIRST  nXAS  BANK  143 

AMERICAN  OLIAN  TILE  : 

BEATRICE  3  5 

CHEVRON  3 

DOME  PETROUUM  5 

1   FISONS    3  3 

AMERICAN  SAVINGS  &  LOAN  : 

BEAZER  3 

]  CHi-CHis 

DONALDSON  LUFKIN"  112 

1  Hin  FINANCIAL  GROUP  43 

AMERICAN  STANDARD  : 

BECOR  WESnRN  171 

1   CITICORP  CAPITAL'  3  3 

DOW  CHEMICAL  24 

1  FUMING 

AMERICAN  STORES 

BEU  &  HOWELL  9S 

1   CITIZENS  FINANCIAL  GROUP 

DR  PEPPER  3: 

FLORIDA  STEEL  153 

AMES  DEPARTMENT  STORES 

BEST  PRODUCTS  "5 

1   Ul  INDUSTRIU  34 

DUN  &  BRADSTREH  20.  65 

1   FOODMAKER  190,  197 

AWAC  50.  172 

BLACKSTONE  GROUP'  35 

CLAYTON  &  DUBILIER'  ^5 

DYNCORP  S 

:  FORD  MOTOR  113 

AMOCO  5  51 

BLOUNT    3  3 

1  COCA-COLA  ENTERPRISES  '67 

E-ll  HOLDINGS  39 

1   FORSTMAHN'  47,  61,  96,  116 

AMSTAR  ; 

BOATMEN'S  BANCSHARES  104 

COLGATE  PAUHOLIVE  45 

EASTMAN  KODAK  4 

1   FORT  HOWARD  6 

ANACOMP  -22 

BOND  CORP. 

COLT  INDUSTRIES  3^ 

El  PASO  CHEMICAL  106 

1  GE  CAPITAL-  23 

AHSCHUT7  4  1 

BORG-WARNER  14 

1  COMCAST  33 

EUaROUIX  165 

{  GEARHART  INDUSTRIES  152 

APEX  OIL  :3 

BRIDGESTONE  3 

1  COMCAST  CABLEVISION  MD.    3  3 

ENGELHARD  'S3 

1  GE  '4  43  C5  isi 

ARABIAN  AMERKAH  OtL  59 

BROCKWAY  34 

COMMERCIAL  CREMT  3  3 

ENTERPRISE  Oil  ~3 

GENERAL  MILLS  136,  184 

PhoneWATS 


If  you  think  WATS  senice  from  the  phone 
company.  AT&T,  can  really  cut  your  business' 
bill,  take  a  look  at  what  WATS  from  the  FON 
company.  US  Sprint:  can  do. 

If  you  spend  as  little  as  S120  a  month,  Dial 


Both  Will  SaveYou  Money 

1  WATS '  on  the  Fiber  Optic  .Network  (FON) 
of  US  Sprint  can  save  you  up  to  10-17%  versus 
AT&T's  WATS  ser\ice.' 

And  Dial  1  WATS  not  only  saves  you  money 
it  also  gh'es  you  everything  you'd  expect  from 


a  phone  company  Like  24-hour  operate 
service,  free  FONCARDS.  international  c  a  li 
and  free  call  detail. 

Plus  some  features  .AT&T  doesn't  gi\ v  m. 
Like  free  billing  summaries  that  help  you  ■  c 
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1 


GENERAL  MOTORS  1 28 
GENERAl  OCCIDENTAIE  81 
GENERAL  REASSURANCE  1 59 
GEORGIA  PACiriC  9 1 
GIBBONS,  GREEN'  ISO,  190 
CM  HUGHES  169 
COULD  40,  166 
GRACE  (W.R.)  187 
GRAND  METROPOLITAN  15 
GREEN  CAPITAL-  194 
GRIF'IN  155 
GROLIER  107 
HACHEm  72,  107 
HAUIBURTON  152 
HANSON  19,  191 
HARTFORD  NATIOHAL  78 
HEIDEIBERGER  DRUCK  1 62 
HEILEMAN  (G.)  BREWING  30 
HENLEY  GROUP  37 
HERSHEY  121,  178 
NICKS  &  HAAS'  29 
HOLLYWOOD  1 63 
NOME  GROUP  19a 
HORSHAM  103 
HUnON  (E.  F.)  44 
IC  INDUCTRIES  32 
IMS  INTERNATIONAL  20 
INFINITY  BROADCASTING  1 57 
INSIUO  58 
INTERMEDICS  68 
INTL  CLINICAL  LABS.  13'. 
INTERNATIONAL  PAPER  1 1 4 
INTERSTATE  BAKERIES  1 20 
IRVING  BANK  27 
ITEL  37 

lU  INTERNATIONAL  87 
JIM  WALTER  1 2 
JMB  REALTY  50 


JOHNSTON  COCA-COLA  167 
JUSCO  136 
KAISERTECH  55,  183 
KELSO'  13,  145 

KEYSTONE  PROVIDENT  LIFE  134 
KIDDE  19 

KIMCO  DEVELOPMENT  1 38 
KKR'  12,  17,  24,  33,  35,  64,  73, 

111,  125 

KHIGHT-RIDDER  126 
HOPPERS  21 
KRAFT  1,  17 
lEAR  SIEGLER  96 
LEE  (THOMAS  H.)'  77 
LIBERTY  MUTUAL  1 34 
LOCKHEED  126 
lUCKY  nORES  1 1 
MACAHDREWS  &  FORBES  62,  1 43 
MACMILLAH  9 
MACY  (R.  H.)  38 
MANUFACTURERS  HANOVER  76 
MARINE  88 

MARK  IV  INDUSTRIES  100 
MARKS  8  SPENCER  67 
MASSACHUSEnS  COMPUTER  198 
MAXWELL  COMMUNI.  9,  65 
MAXXAM  55 

MAY  DEPARTMENT  STORES  25 
McCORMICK  97 
MEMOREX  INTERNATIONAL  48 
MERCURY  STAINLESS  182 
MERRILL  LYNCH'  151,  196 
MESA  LP  70 

METROPOLITAN  BDCAST.  146 
MICOM  SYSTEMS  1 56 
MOBIL  23,  42,  86 
MOORE  MfCORMACK  RES.  93 
MORGAN  STAHIEY'  6,  89 


MORSE  SHOE  1 89 
MTECH  128 
MTM  140 
NATIONAL  CITY  82 
NATIONAL  WESTMINSTER  56 
HEDAX  87 
HEWS  CORP.  7 
HIPPOH  MIHING  40.  166 
NORSTAR  BANCORP  43 
NYHEX  174 
OCCIDEHTAl  31  177 
ODYSSEY  PARTNERS'  34 
OWENS-ILLINOIS  64 
PACE  INDUSTRIES  52 
PACIFIC  ENTERPRISES  1 33 
PALOMA  INDUSTRIES  52 
PARISIAN  200 
PAYLESS  CASHWAYS  49 
PEARSON  154,  176 
PENNWALT  108 
PENNZOIL  192 
PHILIP  MORRIS  1 
PILGRIM  HOUSE  GROUP  191 
PLAYTEX  APPAREL  1 1 8 
PLAYTEX  HOLDINGS  77 
PLESSEY  147 
PNC  FIHAHCIAL  80 
PRIME  COMPUTER  110 
PRIMERICA  22,  71,  112 
PULLMAN  1  16 
RALSTON  PURINA  186 
REDIFFUSION  SIMULATION  1 69 
REPSOL  177 

RESORTS  INTERNATIONAL  1 55 
RHODES  194 
RIHKER  MATERIALS  92 
RIORDAN,  FREEMAN'  199 
RKO  GENERAL  141 


ROPER  95 

ROYAL  BANK  OF  SCOTLAND  109 

RTE  139 

RYOBI  137 

SABINE  133 

SAFEWAY  STORES  1 1 1 

SAIHT-GOBAIH  1 1 7 

SANTA  FE  SO.  PAC.  41,  105 

SAVANNAH  ELECTRIC  1 80 

SCI  HOLDINGS  24 

SEAGRAM  35 

SEAMAN  FURNITURE  1 25 

SEARS.  ROEBUCK  1 93 

SEIBU/SAISON  GROUP  1 5 

SEQUA  179 

SEVEN-UP  29 

SHAWMUT  78 

SHISEIDO  132 

SIEMENS  175 

SIERRA  PACIFIC  INDUSTRIES  105 

SILLERMAN-MASEE  146 

SINGER  46.  90,  137,  147,  168 

SMITHKLINE  BECKMAN  1 30 

SONY  16 

SOUTHDOWN  93 

SOUTHERH  180 

SPIEGEL  184 

CTALEY  COHTIHEHTAL  26 

STANADYNE  61 

STANDARD  CHARTERED  66 

STERLING  DRUG  4 

STEVENS  (J.  P.)  34 

STOP  &  SHOP  33 

SULZER  BROS.  68 

SUN  94 

SYSCO  74 

TANDEM  COMPUTERS  185 
TATE  S  LYIE  26,  74,  151 


TECHNICOLOR  HOLDIHGS  62 
TELEVISION  SOUTH  140 
TELEX  48 

TEHNECO  10,  51,  70,  79,  86 

TENNESSEE  REHAURANT  121 

TEXACO  59 

TEXAS  EASTERN  1 73 

TIMEPLEX  142 

TOTAL  84 

TRANS  WORLD  AIRLINES  127 
TRIANGLE  INDUSTRIES  54 
TRIANGLE  PUBLICATIONS  7 
TRICEHTROL  170 

TRW  154 
TYLER  199 

UAL  28,  99 

UHGERMAHH-BASS  185 
UHION  PACIFIC  115 
UNISYS  131.  142 
UNITED  TELESPECTRUM  63 

use  1 1 4 

USPCI  115 
USX  85 
VOHS  1 1 1 

WAGNER  «  BROWN-  58 
WASSERSTEIN.  PERELLA'  32.  160 
WCI  FINANCIAL  1 60 
WEST  POINT-PEPPERELl  34 
WESTERN  AUTO  SUPPLY  193 
WICKES  149 
WILLIAMS  (A.  L.)71 
WOMETCO  CABLE  TV  73 
XIDEX  122 

YORK  INTERNATIONAL  83 
ZAYRE  60 

*  Buyout  firm 

A  list  of  the  top  deals  announced 
in  1988  but  completed  in  1989  or 
still  pending  appears  on  page  66 


FDNWATS 


ButThe  Right  One  Saves\5u  More. 


5ts  and  one  low  monthly  fee  that  covers  every 
ice  in  the  same  area  code. 
All  while  giving  you  the  fiber  optic  sound 
'  ality  preferred  by  9  out  of  10  business  people 
JerAT&T. 


So,  if  you  really  want  to  lower  your  business' 
phone  bill,  don  t  call  the  phone  company 

Get  better  savings,  better  sound  quality  and 
more  features  with  Dial  1  WATS  from  the  FON 
company,  US  Sprint. 


Call  1-800-877-2000  and  talk  with  the  best. 


Talk  With  The  Bestr 
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Let's  do  lunch. 

The  scenery  may  differ,  but  the  rituals  of  business  remain 
comfortably  the  same.  As  comfortable  as  the  journey  you  make 
when  vou  tlv  United  to  Taiwan . 

Our  Friendly  Skies  service  provides  the  best  in  international 
travel.  Including,  in  First  Class,  sleeper  seats;  and,  on  the  ground, , 
our  exclusive  Concierge  Service. 

We  do  a  great  lunch,  too.  United.  Rededicated  to  givmg  you 
the  service  you  deserve. 

Come  fly  the  friendly  skies; 


BROWSING  FOR 


THIS  YEAR'S 


STOCK  BARGAINS 


VALUE  IS  AN  ELUSIVE  CONCEPT, 
especially  on  Wall  Street.  Stock  prices  are 
one  index  of  what  a  company  is  worth— or 
at  least  what  the  market  thinks  it  is.  But 
even  in  1988,  which  saw  a  steady  rise  in 
stock  prices,  plenty  of  stocks  failed  to 
soar.  Are  they  problems  or  opportunities? 


Is  there  a  way  to  make  a  reasonable  judg- 
ment on  which  is  which? 

One  starting  point  is  the  BUSINESS 
WEEK  list  of  200  undervalued  stocks  that 
begins  on  page  75.  This  list  is  based  on  a 
proven  discipline  for  revealing  companies 
that  sell  at  an  unusually  steep  discount. 
The  candidates  are  culled  by  subjecting 
1,500  of  America's  largest  corporations  to 
a  computer  run  that  calculates  the  ratio  of 
market  value  to  book  value,  defined  as 
assets  less  liabilities  and  the  par  value  of 
preferred  stock.  The  ratio  for  each  compa- 
ny is  then  compared  with  the  average  ra- 
tio in  its  industry.  A  "value  index"  is 
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Partners  in 
Healthcare 
Productivity 


President 
Employee  Benefits  Dn 
AETNA 


Vice  Presia'"nt 
CIGNA 


A 

Executive  Vice  President 
EQUICOR 


Senior  Vice  President 
MCDONNELL  DOUGLAS 


Vice  President 
METROPOLITAN 

Chairman  o(  NEIC  Board 


President 
NEIC 


Second  Vice  President 
THE  TRAVELERS 


FOR  MORE  INFORMATION 
REGARDING  NEIC: 
CALL:  (201)  902-7083 
OR  WRITE:  Jim  Suycott 
V.P.  Sales  &  Marketing,  NEIC 


THE 

BOARD 

MEMBERS 

THE 

NATIONAL 

ELECTRONIC 

INFORMATION 

CORPORATION. 

EACH 

COMMITTED 
TO 

INCREASING 

HEALTHCARE 

PRODUCTIVITY 

THROUGH 

ELECTRONIC 

CLAIMS 

PROCESSING 


NATIONAL  ELECTRONIC 
INFORMATION  CORPORATION 

500  Plaza  Drive 
Secaucus,  NJ  07096 


PROVIDERS,  EMPLOYER! 
AND  PAYORS  BENEFI 

Submitting  commercial  healthcare  clairt 
electronically,  rather  than  by  paper,  increast 
the  efficiency  of  the  operations  of  the  busine: 
offices  of  hospitals,  clinics,  dentists,  an 
physicians,  as  well  as  the  claim  offices  oftl. 
insurance  carriers.  The  total  cost  for  healtl 
care  is  lowered,  claims  are  paid  faster  ari\ 
processed  more  efficiently. 

PATIENTS  BENEFI 


Faster  and  more  accurate  processing  throug 
electronic  claims  .submission  shortens  the  tin 
the  patient  has  to  deal  with  the  costs  for  the 
care  or  visit.  Fewer  telephone  calls  are  modi. . 
fewer  reminder  statements  are  sent  andfewi^ 
errors  occur.  In  short,  patients  experienc  ^ 
fewer  problems  with,  and  feel  better  abou  i 
their  healthcare  experience.  | 

WHO  IS  NEIC  . 


77?^  National  Electronic  biformation  Corpon 
tion  (NEIC)  is  the  first  carrier-owned  natiom 
commercial  electronic  claims  clearing  hous 
More  than  30  carriers  are  members  of  th 
NEIC  family.  In  total,  these  carriers  accow 
for  more  than  90%  of  the  commercial  clain 
dollars  paid  in  the  U.S.  today. 

Nearly  3  million  electronic  claims  were  sei 
to  NEIC 's  member  carriers  during  J  988.  froi 
more  than  1 ,500  hospitals  and  some  6,0C 
physicians  ami  dental  practices  throughout  th 
United  States.  Unfortunately,  some  59 
million  were  not! 

PRODUCTIVITY  TODA^ 

Some  day,  all  healthcare  claims  will  be  prd 
cessed  electronically.  Why  not  today?  All  thd 
we  need  to  do. . .  is  begin!  And  everyone  woul 
benefit:  the  patients,  their  employers,  the  pre 
viders  and  the  payors,  as  well  as  every  con, 
ponent  of  the  U.S.  healthcare  deliver 
system! 


assigned  to  each  company  that  adjusts 
for  differences  in  how  the  market  tra- 
ditionally values  industries:  The  stan- 
dards are  not  the  same  for  a  computer 
company,  which  is  in  a  highly  valued 
industry  and  for  a  utility,  which  is  in  a 
low-valued  industry.  Depending  on 
your  point  of  view,  the  200  best  or 
worst  made  the  list. 

A  computer-generated  list  is  nothing 
more  than  a  short-cut  method  for  sniff- 
ing out  intriguing  research  possibili- 
ties. Peter  Lynch,  legendary  portfolio 
manager  of  Fidelity's  Magellan  Fund, 
wrote  an  apt  warning  in  his  book,  Otie 
Up  On  Wall  Street:  "However  a  stock 
has  come  to  your  attention,  whether 
via  the  office,  the  shopping  mall,  some- 
thing you  ate,  something  you  bought, 
or  something  you  heard  from  your  bro- 
ker, your  mother-in-law,  or  even  from 
Ivan  Boesky's  parole  officer,  the  dis- 
covery is  not  a  buy  signal. . . .  What 
you've  got  so  far  is  simply  a  lead  to  a 
story  that  has  to  be  developed." 

THE  MEMBERS  OF  this  undervalued 
club  are  a  diverse  group.  Some  have 
just  had  a  tough  time  of  it.  Asbestos- 
maker  Manville  emerged  from  the  Fed- 
eral Bankruptcy  Code's  Chapter  11 
protection  last  November,  while  Conti- 
nental Information  Systems  filed  for 
Chapter  11  reorganization  on  Jan.  13  of 
this  year.  MCorp  is  another  in  a  long 
list  of  proud  Texas-based  energy  lend- 
ers grappling  with  hard  times  and  a 
battered  stock  price.  Sears,  CBS,  and 
Merrill  Lynch  are  all  strong  brand- 
name  companies  struggling  to  master 
changing  industry  fundamentals.  Coca- 
Cola  Enterprises,  the  soft-drink  mak- 
er's main  bottling  affiliate,  carries  a 
hefty  debt  load.  But  the  company's 
business  generates  mountains  of  cash 
and  it's  49%  owned  by  blue-chip  Coca- 
Cola  Co.  to  boot. 

Indeed,  winnowing  out  good  compa- 
nies with  bargain  stock  prices  from 
troubled  companies  with  deservedly 
low  valuations  is,  as  Lynch  points  out, 
a  critical  exercise.  True,  100  companies 
on  last  year's  list  beat  the  performance 
of  the  Standard  &  Poor's  500-stock  in- 
dex, some  of  them  by  hefty  margins 
(Manville  was  up  195?f).  On  the  other 
hand,  the  remaining  100  on  that  list 
lagged  the  S&P,  including  some  that 
went  into  Chapter  11. 

The  go-go  real  estate  player  South- 
mark  is  a  case  history  of  when  a  bar- 
gain is  not  a  bargain.  In  1987  it  was 
No.  69  on  the  list,  its  market  value  as  a 
percentage  of  book  value  stood  at  75%, 


HOW  LAST  YEAR'S 
LIST  PERFORMED 


THE  BW  200: +14.9%    DOW  JONES  INDUSTRIALS: +12.1%    S&P  500: +10.5% 

THESE  COMPANIES  DID 

WELL... 

COMPANY 

%  CHANGE 
IN  MARKET 
VALUE* 

INDUSTRY 

MANVIUl 

195% 

Building  materials 

WHOLESALE  CLUB 

175 

Nonfood  retailing 

HORIZON  INDUSTRIES 

155 

Textiles  &  apparel 

COMMTRON 

155 

Services 

APL 

146 

Paper 

VALERO  ENERGY 

142 

Utilities 

NU-MED 

140 

Services 

R.  P.  SCHERER 

117 

Drugs 

HELENE  CURTIS  INDUSTRIES 

100 

Personal  core 

NEW  WORLD  ENTERTAINMENT 

100 

Leisure  time 

•Morch  1988  to  March  1989 

...AND  THESE 

COMPANIES  DIDN'T 

COMPANY 

%  CHANGE 
IN  MARKET 
VALUE* 

INDUSTRY 

CARE  ENTERPRISES 

-99% 

Services 

NATIONAL  BANCSHARES  TEXAS 

-92 

Banks 

TEXAS  AMERICAN  BANCSHARES 

-85 

Bonks 

AMERICAN  CARRIERS 

-83 

Trucking 

MCORP 

-82 

Banks 

MAXICARE  HEALTH  PLAHS 

-81 

Services 

GIBRALTAR  FINANCIAL 

-81 

Savings  &  loon 

NBI 

-74 

Office  equipment 

L.  F.  ROTHSCHILD  HOLDINGS 

-73 

Nonbank  financial 

GENERAL  HOMES 

-71 

Real  estate 

*Morch  1988  to  Morch  1989 

WHERE  THE  ACTION 

WAS 

THESE  COMPANIES  WERE  PUT  INTO  PLAY.  MERGED.  OR  TAKEN  PRIVATE 

COMPANY 

%  CHANGE 
IN  MARKET 
VALUE* 

ACQUIRER/SUITOR 

MURRAY  OHIO  MFG. 

109% 

Tompkins 

CHICAGO  PACIFIC 

99 

Maytag 

BORMAN'S 

97 

A&P 

GOULD 

85 

Nippon  Mining 

CONVERGENT 

82 

Unisys 

AILECO 

72 

Went  Private 

BURNDY 

71 

Framatome 

ARMTEK 

70 

Mark  IV 

KAISERTECH 

61 

Maxxam 

FOODMAKER 

50 

Went  Private 

HORTHWESTERN  STEEL  &  WIRE 

30 

Went  Private 

MOORE  McCORMACK  RESOURCES 

18 

Southdown 

FARM  FRESH 

15 

Went  Private 

DINNER  BELL  FOODS 

6 

Went  Private 

XIDEX 

6 

Anacomp 

PUEBLO  INTERNATIONAL 

5 

Went  Private 

MUNFORD 

2 

Went  Private 

HOLLY  SUGAR 

-2 

Imperial  Sugar 

FISHER  FOODS 

-8 

American  Seaway 

FIRST  REPUBIICBAHK 

-99 

NCNB 

From  March  1988  to  March  1989,  or  until  acquisition 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC  ,  BW  ESTIMATE 
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MNEVERR)RGErlMArANEIWORKlM 
MOl^ThANjUSrGDMPLJIERS. 


It  also  links  people. 
People  who  are  not,  in  many 
cases,  computer  people. 
That's  why  at  Entre  we  make 
an  extra  effort  to  design 
computer  networks 
that  require  no  extra  effort 
to  use. 

We  begin  by  learning 
exactly  what  your  employ- 
ees do.  Then  we  configure 
a  network  to  help  them  do 
it  better 

Since  Entre  Centers  are 
authorized  dealers  for  IBM, 
COMPAQ:  3Cora,"  Novell" 


and  other  leading  manu- 
facturers, we  work  with  only 


the  best  components.  We 
know  precisely  how  they 
work  together  and  how  to 


keep  them  working  together 
with  authorized  service. 

We  also  know  how  to 
train  your  people  to  use 
their  network  to  its  full  poten- 
tial. So  resources  can  be 
shared,  information  can  flow 
smoothly.  And  more  work 
can  get  done  without  doing 
more  work. 

For  more  information 
about  the  Entre  approach 
to  business  computers,  visit 
any  Entre  Computer  Center 
nationwide.  Call  1-800-635- 
7500  for  the  one  nearest  you. 


The  sooner  we  star; 
working  together,  the  son( 
your  people  will,  too. 


THeBrainsBehiie 
BusinessCDmpub 

Entre  Computer  Centers  t 
are  independently  owned  and  opeitd 
Li988  Entre  Computer  Centers,  la 
™  Trademarks  of  Fjitre  Computi 
Centers.  lnclBM,C0MPAQ,3Comtld 
Novell  are  registered  trademark;! 
their  respective  corporations  i 


and  it  carried  a  value  index  of  6.1, 
about  average  for  the  list  as  a  vi^hole. 
In  1988,  Southmark's  deteriorating  fi- 
nances put  it  14th  on  the  list,  with  a 
value  index  of  8.39  and  a  177^  market- 
to-book  value.  Now  this  company  of 
mind-boggling  complexity,  with  $2  bil- 
lion in  debt,  some  400  partnerships,  and 
20  subsidiaries,  has  risen  to  5th  place, 
an  11%  market-to-book  value,  and  a 
value  index  of  9.02.  Now  what?  Will 
Southmark's  stock  price  rebound  in 
1989  or  is  worse  to  come? 

Gould,  two  years  on  the  list,  is  an- 
other story.  Nippon  Mining  Co.  decided 
that  it  was  a  bargain,  not  a  dog — and 
bought  it  for  a  shade  over  $1  billion — 
nearly  twice  the  market  value  recorded 
on  last  year's  list.  Altogether,  10%  of 
1988's  Undervalued  200  were  taken  pri- 
vate or  merged.  That  figure  under- 
states the  swirl  of  takeover  activity, 
however,  since  several  companies  are 
currently  embroiled  in  long-running 
takeover  sagas. 

WITH  ANY  ANALYSIS  of  this  kind, 
the  long  view  is  essential,  since  there  is 
typically  a  lag  between  identifying  the 
opportunity  and  the  payoff.  Investors 
typically  put  "a  tremendous  emphasis 
on  short-term  earnings,"  says  David 
Dreman,  head  of  Dreman  Value  Man- 
agement. They  overreact  to  bad 
news — hence  a  potentially  undervalued 
stock.  A  1985  study  by  economists 
Richard  Thaler  and  Werner  F.  M.  De 
Bondt  is  a  case  in  point.  They  con- 
structed portfolios  out  of  the  35  worst- 
performing  New  York  Stock  Exchange 
stocks  and  the  35  best-performing  ones 
beginning  in  the  early  1930s.  Over 
successive  36-month  intervals,  a  so- 
called  loser  portfolio  beat  the  market 
by  an  average  of  19.6%,  while  the  aver- 
age winner  portfolio  earned  5%  less 
than  the  market.  Much  of  the  change 
came  in  the  second  and  third  year. 

But  the  Undervalued  200  is  a  sensi- 
tive measure  even  on  a  shorter  hori- 
zon. Last  year's  list  posted  an  overall 
gain  of  14.9%  from  mid-March  1988,  to 
mid-March  1989,  compared  with  a 
10.5%  increase  in  the  S&P  500  over  the 
same  period.  The  previous  year's  Un- 
dervalued 200  eked  out  a  1.3%  rise  in 
the  year  of  the  crash. 

Strategists  have  pondered  the  Gordi- 
an  knot  of  value.  But  investors  need 
not  despair.  On  Wall  Street,  price  and 
value  do  merge.  The  trick  is  to  profit 
from  the  moments  when  they  are  the 
furthest  apart. 

By  Christopher  Farrell  in  New  York 


COMPANIES  WITH  THE  LOWEST  RATIO  OF  MARKET 
VALUE  TO  BOOK  VALUE  COMPARED  WITH  OTHER  COMPANIES 
IN  THEIR  INDUSTRIES,  RANKED  BY  VALUE  INDEX 

COMPANY 

AflARKET 
VALUE 
SMIL 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

RATIO 

INDUSTRY 

1    CONTINENTAL  INFORMATION  SYSTEMS 

6 

1  1 

9.55 

NEG 

Software  &  services 

2  MCORP 

21 

7 

9.42 

NEG 

Banks 

3  MANVILIE 

177 

15 

9.31 

10 

Building  materials 

4  DATAPOINT 

38 

21 

9.16 

NEG 

Software  &  services 

5  SOUTHMARK 

73 

1 1 

9.02 

NEG 

Real  estate 

6  UHR  INDUSTRIES 

15 

19 

8.72 

1 

Steel 

7  TODD  SHIPYARDS 

9 

23 

8.59 

NEG 

Transport,  services 

8  GIBRALTAR  FINANCIAL 

15 

10 

8.43 

NEG 

Savings  &  loan 

9  S.  E.  NICHOLS 

17 

37 

8.39 

NEG 

Retailing 

10  SAVIN 

22 

39 

8.37 

NEG 

Business  services 

1 1    HORTH  AMERICAN  VENTURES 

25 

37 

8.36 

NEG 

Misc.  services 

12   ERLY  INDUSTRIES 

12 

47 

8.34 

NEG 

Food  processing 

13   AMERICAN  CARRIERS 

6 

31 

8.29 

NEG 

Trucking  &  shipping 

14  WICKES 

399 

34 

8.22 

NEG 

Conglomerates 

1 5  ADOLPN  COORS 

673 

63 

8.14 

14 

Beverages 

16  NORTHEAST  SAVINGS 

36 

13 

8.02 

NEG 

Savings  &  loan 

17   MDC  HOLDINGS 

46 

23 

7.95 

NEG 

Real  estate 

18  COMMUNICATIONS  SATELUTE 

452 

83 

7.94 

8 

Telecommunications 

19  ARROW  ELECTRONICS 

70 

47 

7.91 

16 

Industrial  distribution 

20  MKROPOLIS 

73 

54 

7.88 

NEG 

Software  &  services 

21    EMPIRE  OF  AMERICA 

21 

13 

7.88 

NEG 

Savings  &  loan 

22  VICORP  RESTAURANTS 

120 

116 

7.78 

NEG 

Eating  places 

23   INSTRUMENT  SYCTEMS 

31 

48 

7.77 

NEG 

Appliances 

24  M/A-COM 

189 

90 

7.77 

13 

Telecommunications 

25  FARAH 

51 

68 

7.71 

NEG 

Apparel 

26  AMERKAH  MAIZE-PRODUCTS 

107 

68 

7.61 

74 

Food  processing 

27   UHITED  MERCHANTS  &  MFRS. 

33 

39 

/.58 

NEG 

Textiles 

28  WOLVERINE  WORLD  WIDE 

75 

72 

7.57 

10 

Apparel 

29  NORTEK 

135 

56 

7.55 

83 

General  mfg. 

30  VIUAGE  SUPER  MARKET 

64 

128 

7.55 

11 

Food  retailing 
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PATHFINDER. 


KANSAS 

CITY    ST.  LOUl! 


hen  you  have 
a  guide  that  ^^'^^ 


really  knows  the  ter- 
ritory, the  search  for 
new  industrial  sites  is 
far  less  harrowing.  Norfolk  Southern, 
The  Thoroughbred  of  Transportation, 
has  thorough  knowledge  of  potential 
sites  in  the  areas  it  serves.  Its  industrial 
development  experts  have  an  enviable 
record  of  matching  available  resources 
with  your  needs — ^from  access  to  high- 
way systems  or  navigable  waterways  to 
special  utility  services.  They'll  find  areas 
where  the  workforce  is  especially  recep- 
tive to  your  business.  They'll  do  it 


efficiently  In 
confidence. 

Once  your  site  is 
selected,  you'll  have 
mmm.  acccss  to  Notfolk 
Southern's  far-reaching  rail  system 
and  all  the  benefits  of  Thoroughbred 
Service.  That  means  excellent 
equipment  and  a  quick  response  to 
your  needs. 

For  more  information,  and  a  copy  of 
our  Capabilities  brochure,  call  John 
Anderson,  Norfolk  Southern's  Assiistant 
Vice  President,  Industrial  Development, 
at  (404)  529-1591.  With  the  pathfindei; 
exploring  new  terrain  is  easy 


®  jy^^M^  NORFOLK 

.SOUTHERN 


Securities  products  are  offered  by  New  England  Securities  Corporation. 


©  1989.  New  England  Mutual  Life  Insurance  Company.  Bos 


REACHING  YOUR  FINANCIAL  GOAj 
REQUIRES  A  LOT  OF  ONE-ON-ONJ 

Today,  more  than  ever  before,  your  ability  t 
meet  your  financial  goals  depends  upon  the 
people  behind  you.  And  that's  precisely  why  so 
many  discerning  people  turn  to  a  representative 
The  New  England  for  guidance. 

Now  maybe  what  attracted  these  people 
to  The  New'England  in  the  first  place  was  our 
$50  billion  in  assets  under  management,  or  our 
150  years  of  experience  in  financial  matters. 

But  the  truth  is,  they  don't  stay  with  us 
because  we  have  a  history,  or  because  we've  dot 
a  good  job  handling  someone  else's  money  I 

They  stay  with  us  because  we  have  the  mc 
Imowledgeable  and  experienced  representative 
They  stay  with  us  because  our  representatives  p 
vide  them,  on  an  on-going  basis,  with  customize 
solutions  -  solutions  driven  by  their  specific  neec 
not  our  product  line. 

For  a  free  brochure  about  our  life  insuranci 
investment  products,  and  financial  planning,  as 
well  as  the  name  of  your  local  representative, 
phone  1-800-222-2725,  Ext  440. 

The  New  England.  Your  Financial  Partn 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


COMPANY 

MARKET 
VALUE 
$MIL 

MARKET 
VALUE 

AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

ZiUSTRY 

31    DAIRY  MART  CONVENIINCE  STORES 

41 

128 

7.55 

9 

Food  retailing 

32  FOODARAMA  SUPERMARKETS 

39 

128 

7.54 

11 

Food  retailing 

33  HEW  WORID  ENTERTAINMENT 

62 

91 

7.51 

NEG 

Entertainment 

34  GREAT  AMERICAN  COMMUNICATIONS 

302 

120 

7.50 

NEG 

Broadcasting 

35  STANDARD  COMMERCIAl 

130 

92 

7.35 

20 

Tobacco 

36  DIANA 

17 

60 

7.34 

NEG 

Misc.  services 

37  D.  H.  HOIMES 

37 

61 

7.33 

NEG 

Retailing 

38  INGIES  MARKETS 

159 

140 

7.33 

12 

Food  retailing 

39  WYSE  TECHNOIOGV 

74 

48 

7.31 

NEG 

Computers 

40  WESTERN  SAVINGS  &  lOAN  ASSN. 

21 

17 

7.28 

NEG 

Savings  &  loon 

41  GOIDOME 

63 

17 

7.27 

NEG 

Savings  &  loan 

42  RUDDKK 

207 

144 

7.24 

12 

Food  retailing 

43  HEALTHCARE  IHTERHATIOHAl 

20 

62 

7.24 

NEG 

Health  care 

44  CF&I  STEEL 

28 

41 

7.23 

12 

Steel 

45  TRAHSCON 

14 

50 

7.23 

NEG 

Trucking  &  shipping 

46  ASARCO 

1155 

88 

7.21 

6 

Nonferrous  metals 

47  HEALTNCO  IHTERHATIOHAL 

151 

105 

7.17 

11 

Medical  products 

48  ENTREE 

9 

65 

7.13 

NEG 

Food  distribution 

49  NATIONAL  IHTERGROUP 

390 

57 

7.05 

NEG 

Conglomerates 

50  RAMASA 

427 

140 

7.05 

98 

Hotel  &  motel 

51  MIHISCRIBE 

99 

75 

7.04 

5 

Software  &  services 

52  CULBRO 

151 

103 

7.02 

353 

Tobacco 

53  AUDIOVOX 

43 

68 

7.02 

158 

Industrial  distribution 

54  RYMER 

35 

85 

7.01 

NEG 

Food  processing 

55  MAGMA  COPPER 

286 

95 

6.97 

5 

Nonferrous  metals 

56  IHTEGRATED  RESOURCES 

106 

59 

6.93 

7 

Financial  services 

57  DOUGLAS  &  LOMASOH 

36 

71 

6.91 

NEG 

General  mfg. 

58  AMUST  IHDUSTRIAL 

86 

100 

6.83 

9 

Nonferrous  metals 

59  DART  GROUP 

156 

63 

6.74 

7 

Conglomerates 

60  RATIONAL-STANDARD 

39 

49 

6.71 

55 

Steel 

61   A.  O.SMITH 

171 

59 

6.69 

1 1 

Auto  parts 

62  SEHECA  FOODS 

64 

95 

6.68 

20 

Food  processing 

63  WESTMARK  IHTERHATIOHAL 

282 

123 

6.67 

28 

Medical  products 

64  THORH  APPLE  VALLEY 

25 

96 

6.66 

7 

Food  processing 

65  AMOSKEAG 

76 

54 

6.66 

21 

Textiles 

66  FISCHBACH 

66 

67 

6.56 

NEG 

Engineering 

67  MARCADE  GROUP 

41 

102 

6.55 

17 

Apparel 

68  ICH 

2J7 

42 

6.51 

59 

Insurance 

69  CROSSLAHD  SAVIHGS 

210 

22 

6.50 

3 

Savings  &  loan 

70  EQUITABLE  OF  IOWA 

206 

81 

6.48 

8 

Insurance/Retailing 

71   SPRAGUE  TECHHOIOGIES 

223 

68 

6.46 

17 

Semiconductors 

72  SCIEHTIFIC-ATLAHTA 

358 

143 

6.45 

11 

Telecommunications 

73  ALLIED  PRODUCTS 

85 

62 

6.44 

NEG 

Special  machinery 

THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCLU 
SERVICES  COMPANIES. 

For  more  than  150  years  we 
have  offered  financial  security  and 
independence  to  our  clients.  As  our 
clients'  needs  have  grown  and  diver- 
sified, we've  changed  to  meet  them. 
Today  we  are  The  New  England 
-a  broad-based  financial  services 
organization  with  expertise  in  virtu- 
ally every  area  of  financial  manage- 
ment. Concentrating  on  individual, 
small  business,  and  institutional 
insurance  and  investment  needs. 
The  New  England  is  one  of  the 
nation's  top  20  money  managers, 
with  more  than  $50  billion  in  assets 
under  management. 

Insurance 

New  England  Mutual  Life 
Insurance  Company 

New  England  Variable  Life 
Insurance  Company 

Employee  Benefits 

The  New  England 

Employee  Benefits  Group 

Financial  Planning 

New  England  Financial  Advisors 

Investments 

Institutional  Investment  Group 
New  England  Securities 
Loomis,  Sayles  &  Company 
Copley  Real  Estate  Advisors 
Back  Bay  Advisors 
Marlborough  Capital  Investors 


The  New  England 

Your  Financial  Partner 
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If  you  don't 
keep  his 

name  alive, 
who  will? 


An  invitation  to  place  the  name 
of  a  member  of  your  family  who 
immigrated  to  America  in  the 
only  national  museum  created 
to  honor  them. 

Here  is  a  unique  opportunity  to 
present  your  family  with  a  gift  that 
will  be  meaningful  for  generations  to 
come.  When  you  make  a  $100  contri- 
bution to  restore  EUis  Island,  the 
name  you  designate  will  be  perma- 
nently placed  on  the  American 
Immigrant  Wall  of  Honor  at  the  Ellis 
Island  Immigration  Museum.  And 
you'll  receive  an  official  Certificate  of 
Registration.  To  obtain  your  regis- 
tration form  write  to:  Ellis  Island 
Foundation,  P.O.  Box 
ELLIS,  New  York,  N.Y. 
10163. 


Keep  the  Dream  Alive 

The  Statue  ol  Liberty-Eliis  Island  RDundatio.n,  Inc  is  a  cnantable  corpo- 
ration to  which  contributions  are  tax  deductible  to  the  extent  allowed  by  law 
A  copy  ol  ttie  last  financial  report  filed  with  t^>e  Department  of  State  may  be 
obtained  by  writing  to  New  tt)f  k  Slate.  Department  ol  Stale, 
Office  of  Chanties  Regulation ,  Albany.  New  ^rti  12231 ,  or  The 
Statue  of  Liberty-Eilis  Island  FourKlation.  Inc  .  52  ^nderbilt 
/Wenue,  New^brk,  New  Mark  10017-3808  Photo  courtesy  of 
California  Museum  of  Photography,  Uniwr^ity  of  Calilornia, 


VjOUKII  Riverside 


COMPANY 


74  BELL  INDUSTRIES 

75  GORDON  JEWELRY 


76  CASEY'S  GENERAL  STORES 

77  AMERiUN  STORES 


78  PREMIER  BANCORP 

79  OXFORD  INDUSTRIES 


80  COLUMBIA  SAVINGS  &  LOAN  ASSN. 

81  DIASONICS 


82  GM  HUGHES  ELEaRONICS 

83  MINE  SAFETY  APPLIANCES 


84  SCHULTZ  SAV-O  STORES 

85  UNIVERSAL  HEALTH  SERVICES 


86  G.  F.  ATKINSON 

87  CRYSTAL  BRANDS 


88  PAINEWEBBER  GROUP 

89  TANDON 


90  CBS 

91  LONE  STAR  INDUSTRIES 


92  CHILD  WORLD 

93  GREAT  ATLANTIC  &  PACIFIC  TEA 


94  AH  RESEARCH 

95  ROSrS  STORES 


96  H.  H.  ROBERTSON 

97  SEABOARD 


98  BRINTEC 

99  COCA-COLA  ENTERPRISES 


100  U.S.  HOME 

101  DSC  COMMUNICATIONS 


102  HOME  GROUP 

103  INTERNATIONAL  MULTIFOODS 


104  IMPERIAL  HOLLY 

105  MEREDITH 


106  VOLT  INFORMATION  SCIENCES 

107  OWENS  &  MINOR 


108  TGI  FRIDAY'S 

109  WYLE  LABORATORIES 


110  GULF  STATES  UTILITIES 

1 1 1  NOLAND 


1 1 2  BAXTER  INTERNATIONAL 

1 1 3  PITT-DES  MOINES 


1 1 4  GALAXY  CARPET  MILLS 

1 1 5  COCA-COLA  BOHLING 

116  PRESTON 


MARKET 
VALUE 
$Mll 


90 
144 


130 
1723 


120 
116 


152 
153 


3269 
301 


33 
132 


135 
235 


514 
66 


4045 
516 


163 
1911 


81 
174 


65 
187 


101 
2109 


80 
365 


474 
364 


107 
603 


82 
114 


136 
87 


959 
87 


4708 
66 


43 
209 


MARKET 
VALUE 

AS  %  OF 
BOOK 


81 
82 


189 
189 


48 
108 


23 
137 


43 
137 


194 
84 


73 
112 


73 
69 


184 
84 


88 
202 


70 
89 


90 
113 


160 
135 


45 
162 


49 
117 


116 
161 


92 
152 


116 
94 


46 
92 


157 
97 


70 
146 
77 


VALUE 
INDEX 


6.40 


6.40 
6.39 


6.38 
6.37 


6.35 
6.32 


6.30 
6.29 


6.28 
6.28 


6.22 
6.21 


6.19 
6.19 


6.18 

6.17 


6.15 
6.15 


6.13 
6.12 


6.09 
6.08 


6.04 
6.03 


6.02 
6.00 


5.99 
5.93 


5.92 
5.92 


5.92 
5.92 


5.89 
5.86 


5.85 
5.82 


5.77 
5.75 


5.75 
5.71 


5.70 
5.68 


P-E 
RATIO 


NEG 


13 


23 


NEG 


NEG 


16 


13 


12 


21 


128 


16 


31 


16 


16 


21 


16 


NEG 


15 


13 
19 


6 
12 


7 

19 


95 
14 


24 
16 

15 


260 


NEG 

12 


INDUSTRY 


Industrial  dislributii 
Retailing 


Food  retailing 
Food  retoiling 


Banks 
Apparel 


Savings  &  loan 
Medical  products 


Electronics 


Medical  products 


Food  retailing 


Health  care 


Engineering 


Apparel 


Financial  services 


Computers 


Broadcasting 
Building  materials  I 


Retailing 
Food  retailing 


Computers 
Retailing 


General  mfg. 
Food  processing 
Telecommunicatior-i 


Beverages 
Real  estate 


Telecommunicatioi 
Insurance 


Food  processing  j 
Food  processing 


Publishing 
Misc.  services 
Medical  products 
Eating  places 


Industrial  distributr 
Electric  utilities  i 
Building  material:)  | 
Medical  products 
General  mfg. 
Textiles 

Beverages  | 
Trucking  &  shippg  I 
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and  a  shattered  life. 


fovember  17,  1986,  the  car  in  which 
Meyer  was  riding  was  in  an  acci- 
Unfortunately,  she  wasn't  wearing 
:at  belt.  So  Hke  150,000  other 
ns  each  year,  her  head  hit  and 
sred  the  windshield. 


But  unhke  many  of  the  others,  l  .n  i  1  licii  ulca  helped  make  more  than 

suffered  no  facial  cuts  or  lacerations.  just  a  safer  windshield. . .  it  made  a 

The  difference.''  difference. 

A  new  idea  developed  by  a  group  of         And  that's  something  we  try  to  do  in 

Du  Pont  engineers.  They  believed  that  a  everything  we  do. 

thin  layer  of  plastic  along  the  inside  of  At  DuPont,  we  make  the  things  that 

the  windshield  would  keep  the  razor-  make  a  difference, 
sharp,  shattered  glass  on  the  outside— 
away  from  the  occupants. 


Better  things  for  better  living. 


HIPOSI 


us  flftT»TM  Of^ 


Taking  the  family  out  for  a  drive  takes  on  a 
whole  new  meaning  in  the  1989  Mazda  625  LX. 
Because  626  includes  a  level  of 
luxury  and  performance  you  may 
not  expect  in  an  automobile  so 
well  suited  to  family  requirements. 
The  look  and  feel  of  a  European 
road  car.  The  626  features  classic 
exterior  lines  and  one  of  the  most 


spacious  cabins  in  its  class.  Its  sophisticaljl 
amenities  include  AM/FM  stereo  cassette,  [ 
windows,  door  locks  and  mirror: 
a  multi-adjustable  driver's  seat, 
the  626  is  also  available  in  a  5-( 
Touring  Sedan.  Its  largei; 
and  folding  rear  seatbc 
(standard  on  all  model; 
provide  wagon-like  versati 


)i  i-class  driving  performance.  The  Mazda 
i  12-valve,  2.2-litre  engine  and  patented  Twin 
i|!  zoidal  Linkage  rear  suspension  are  at  the 
c  of  its  responsive  performance  and  precise, 
i!  Handling.  Five-speed  manual  overdrive 
ri  mission  is  standard  on  626  with  an  optional 
Tj  de,  4-speed  automatic  available.  And  it's 
ti  eked  by  a  "bumper-to-bumper,"  36-month 
1 000-mile  warranty— the  best  in  its  class. 


For  additional  information  on  the  Mazda  626, 
call  this  toll-free  number:  800-424-0202  ext.  716. 
And  find  out  more  about  the  sedan  that  is  cer- 
tain to  make  meeting  the  needs  of  your  family 
a  much  more  exhilarating  experience. 

"  See  your  Mazda  dealer  lof  limited-warranly  details  ©1988  Mazda  Motor  of  America,  Inc 

The  Mazda  626 

A  family  sedan.  The  Mazda  Way. 


Ask  about 
competitive 
yield  with  no 
junk. 

If  you're  like  many  bond  fund 
investors  today,  you're  concerned 
about  the  safety  of  your  money. 
That's  why  Twentieth  Century 
Investors  has  five  no-load  fixed 
income  funds  that  invest  only  in 
high-quality  bonds — no  junk. 
Call  for  a  free  Information  Kit 
and  Prospectus. 

For  information  about 
our  high-quality  bond 
funds,  ask  for  your  free 
Guide  to  Cutting  Risk. 

1-800-345-2021 


I 

I 


P.O.  Box  419200.  Kansas  City,  MO  64141-6200 

QS^  :  I'W*  rwentn-lhl.fnlur>  Inveslor.  Ini 

Please  read  the  Prospectus  carefully 
before  investing. 


ONLY  YOU 
CAN  PREVENT 
FOREST  HRES. 


aS!  A  Public  Service  of  the  U.S.D.  A. 

Forest  Service  and  your  State  Foresters. 


COMPANY 


117  APPLIED  MAGNETICS 

118  HIGHLAND  SUPERSTORES 


119  AMC  ENTERTAINMENT 

120  BANNER  INDUSTRIES 


121  WESTERN  DIGITAL 

122  WYMAH-GORDON 


123  COACHMEH  IHDUSTRIES 

124  PRIME  MOTOR  INNS 


1 25  PACIFIC  TELECOM 

126  COHSOLIDATED  RAIL 


127  MICROAGE 

128  IHSPiRATIOH  RESOURCES 


129  MERRILL  LVHCH 

130  HOME  OWNERS  FEDERAL  S&L 


131  HUGHES  SUPPLY 

132  UNITED  BANKS  OF  COLORADO 


133  CARTER- WALLACE 

134  GENICOM 


135  DATA  GENERAL 

136  UNIVERSAL 


137  PFIZER 

138  SUMMIT  HEALTH 


139  ASSET  INVESTORS 

140  CAESARS  NEW  JERSEY 


141  CONTROL  DATA 

142  BANKATLANTIC  FINANCIAL 


143  VALERO  ENERGY 

144  HARTMARX 


145  AMERON 

146  SUN 


147  PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

148  TOHKA 


149  SCOTTY'S 

150  PEHN  CENTRAL 


151  ITT 

152  BINDLEY  WESTERN  IHDUSTRIES 


153  ORIOH  PICTURES 

154  McCLATCHV  NEWSPAPERS 


1 55  CAPITAL  CITIES/ABC 

156  FABRI-UNTERS  OF  AMERICA 


157  LONE  STAR  TECHNOLOGIES 

158  CROWN  CENTRAL  PETROUUM 

159  BEVERLY  ENTERPRISES 
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VAIUE 
SMIL 


194 
123 


91 
133 


329 
267 


71 
878 


816 
2457 


27 
579 


2893 
53 


89 
21 1 


613 
52 


500 
610 


8891 
82 


109 
368 


886 
9 


344 
489 


138 
3845 


501 
86 


181 
1641 


71 18 
52 


274 
480 


6729 
59 


205 
170 
522 
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110 
94 


163 
101 


113 
103 


92 
213 


181 
61 


109 
142 


87 
29 


100 
55 


207 
83 


83 
159 


209 
103 


52 
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85 
30 


69 
141 


104 
78 


53 
98 


105 
93 


93 
113 


177 
192 


233 
112 


73 
80 
110 
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5.67 
5.61 


5.56 
5.55 


5.54 
5.52 


5.51 
5.51 


5.50 
5.49 


5.49 
5.47 


5.46 
5.45 


5.43 
5.42 


5.41 
5.40 


5.39 
5.38 


5.37 
5.36 


5.31 
5.30 


5.29 
5.29 


5.24 
5.23 


5.23 
5.21 


5.21 
5.20 
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19 
NEG 


45 
18 


12 
14 


7 
14 


7 

12 


9 
31 


14 
50 


NEG 
10 


12 
NEG 


3 

10 


717 
NEG 


24 
13 


12 
602 


6 

NEG 


5.20 
5.18 


5.18 
5.18 


5.17 
5.15 


5.14 
5.13 


5.12 
5.09 
5.08 


43 
18 


7 
14 


29 
17 


17 
78 


NEG 
6 

NEG 


INDUSTRY 


Software  &  services 
Appliances 
Entertainment 
Industrial  distributio 
Software  &  services 
General  mfg. 
Other  leisure 
Hotel  &  motel 
Telecommunications 
Railroads 
Business  services 
Nonferrous  metals 
Financial  services 
Savings  &  loan 
Building  materials 
Banks 

Drugs  &  research 
Computers 
Computers 
Tobacco 

Drugs  &  research 
Health  core 
Real  estate 
Hotel  &  motel 
Computers 
Savings  &  loon 
Gas  &  transmission 
Apparel 

Building  materials 
Oil  &  gas 
Electric  utilities 
Other  leisure 
Building  materials 
Conglomerates 
Conglomerates 
Drug  distribution 
Entertainme.nt 
Publishing 
Broadcasting 
Retailing 
Steel 

Oil  &  gas 
Health  care 
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IMfWfJED  OIL  5r/?£M6TH5WS  OOQ  m  W 1W  MlWl^  mr. 


It  year^  almost  40  percent  of  all 
oil  we  used  came  from  foreign 
mtries.  Much  of  that  from  the 
itable  Middle  East.  And  this 
)endence  on  foreign  oil  is 
wing. 

"he  more  we  use  nuclear  energy 
Lead  of  imported  oil,  to  generate 
,tricity  the  less  we  have  to 
•end  on  foreign  nations, 
he  110  nuclear  electric  plants 
he  U.S.  have  cut  our  foreign  oil 


dependence  by  over  three  billion 
barrels  since  the  first  Arab  oil 
embargo.  And  they  have  cut 
foreign  oil  payments  by  over  100 
billion  dollars. 

But  110  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

If  we  are  going  to  keep  our 
energy  future  in  our  own  hands, 
we  need  to  rely  more  on  energy 


sources  we  can  count  on,  like 
nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to  theU.S.  Council 
for  Energy 
Awareness, 
P.O.  Box  66103, 
Dept.  AY26, 
Washington, 
D.C. 20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


9USCEA 


Nuclear  energy  means  more  energy  independence. 


©1989  The  Olsten  Corporation 
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Every  day,  15%  of  America's  workforce 
runs  across  26  major  obstacles. 


Reading  a  letter.  Writing  a  memo.  Filling  out  a  job  applica- 
tion. Things  most  of  us  do  without  thinking  are  difficult  tasks 
for  17  million  working  adults  in  this  country.  They're  func- 
tionally illiterate.  And  illiteracy  in  the  workforce  is  the  kind 
of  problem  that  affects  every  single  one  of  us. 


As  a  leading  provider  of  temporary  workers  with  offices 
throughout  North  America,  Olsten  is  committed  to  advancir 
the  cause  of  literacy.  Because  everyone  needs  to  help  make 
America's  workforce  letter  perfect.  SmW-^Sk  
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Supporting  a  Literate  Workforce. 


COMPANY 

MARKET 
VALUE 
SMIL 

MARKET 
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AS  %  OF 
BOOK 

VALUE 
INDEX 

P-E 
RATIO 

INDUSTRY 

60  CROSS  &  TRECKER 

164 

102 

5.06 

NEG 

Machine  &  hand  tools 

61   SEARS,  ROEBUCK 

15961 

114 

5.02 

15 

Retailing 

62  DALLAS 

117 

114 

5.01 

21 

General  mfg. 

63  PUBLIC  SERVICE  NEW  HAMPSHIRE 

153 

55 

5.01 

4 

Electric  utilities 

64  AVNET 

807 

113 

5.00 

16 

Industrial  distribution 

65  SHOWBOAT 

127 

239 

4.98 

NEG 

Hotel  &  motel 

66  JERRICO 

330 

141 

4.96 

18 

Eating  places 

67  ;iSHER  SCIENTIFIC  GROUP 

592 

186 

4.95 

16 

Medical  products 

68   KINDER  CARE 

446 

114 

4.95 

10 

Misc.  services 

69  GREAT  AMERICAN  MGMT.  &  INV. 

163 

98 

4.94 

11 

Chemicals 

70  MEDIO 

58 

113 

4.93 

NEG 

Health  care 

71   UNITED  BRANDS 

579 

145 

4.92 

10 

Food  processing 

72  SEAGATE  TECHNOLOGY 

506 

129 

4.92 

NEG 

Software  &  services 

73  DYNATECH 

222 

129 

4.92 

9 

Software  &  services 

74  UNC 

141 

114 

4.92 

18 

Misc.  services 

75  INTL  MINERALS  &  CHEMICAL 

967 

99 

4.88 

16 

Chemicals 

76  PINNACLE  WEST  CAPITAL 

1268 

56 

4.88 

293 

Electric  utilities 

77  COMMTRON 

56 

115 

4.88 

11 

Misc.  services 

78  WENDY'S  INTERNATIONAL 

601 

144 

4.86 

21 

Eating  places 

79  TRANSAMERICA 

2557 

98 

4.85 

8 

Financial  services 

BO  GENERAL  HOST 

177 

100 

4.83 

NEG 

Conglomerates 

81  ALLEGHANY 

532 

99 

4.82 

11 

Financial  services 

B2  PHELPS  DODGE 

1773 

163 

4.81 

4 

Nonferrous  metals 

B3  ARCHER-DAHIELS-MIDLAND 

4205 

149 

4.79 

12 

Food  processing 

84  HADSON 

136 

85 

4.78 

16 

Oil  &  gas 

B5  BASSETT  FURNITURE  INDUSTRIES 

299 

112 

4.77 

16 

Furnishings 

B6  ANGELICA 

228 

154 

4.77 

14 

Apparel 

87  MAXTOR 

168 

133 

4.73 

17 

Software  &  services 

B8  FIRST  CITY  BANCORP.  OF  TEXAS 

388 

63 

4.73 

NEG 

Banks 

89  WANG  LABORATORIES 

1508 

95 

4.72 

30 

Computers 

90  COMPUTER  FACTORY 

112 

128 

4.71 

1 1 

Business  services 

91   TEXAS  INDUSTRIES 

303 

116 

4.70 

28 

Building  materials 

92  CTS 

135 

103 

4.68 

NEG 

Semiconductors 

93  BALLY  MFG. 

639 

109 

4.68 

21 

Other  leisure 

94  NATIONAL  SEMICOHDUCTOR 

839 

103 

4.67 

NEG 

Semiconductors 

95  SOUTHDOWH 

322 

117 

4.65 

8 

Building  materials 

96  SSMC 

239 

115 

4.64 

NEG 

Appliances 

97  HEILIG-MEYERS 

177 

115 

4.63 

1 1 

Appliances 

98  JAMESWAY 

153 

123 

4.62 

16 

Retailing 

I  99  HERCULES 

2138 

105 

4.60 

18 

Chemicals 

i  00  OUTBOARD  MARIHE 

641 

110 

4.60 

9 

Other  Leisure 

Data  compiled  by  STANDARD  &  POOR  S  COMPUSTAT  SERVICES 
registration  statements  and  company  reports  that  SPCS  believes 
BUSINESS  WEEK  as  to  correctness  or  completeness.  This 


INC.  from  such  sources  as  statistical  services,  newspapers, 
to  be  reliable  but  that  ore  not  guaranteed  by  either  SPCS  or 
material  is  not  an  offer  to  buy  or  sell  ony  security. 


Be  sure  you  consider  all  the 
options  and  avoid  potential  pit- 
falls when  you  build  your  next 
business  facility.  VP  will  send  you 
free,  this  valuable  and  compre- 
hensive planning  guide,  "Build- 
ing Concepts"  along  with  a 
special  Planning  Worksheet. 
To  receive  yours,  just  fill  out  the 
coupon  below  or  call  toll-free 
1-800-238-3246. 


VARCO-PRUDEN 
BUILDINGS 

AMCA 

INTERNATIONAL 


Built  On  Superior  Service 

^^ree!  "Building  Concepts"  and 
I   the  Planning  Worksheet 
*   Mail  to.  Building  Concepts  Response  Center 

15100  Poplar/Suite  1400 
Memphis,  TN  38117-9883 
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EDITED      BY      PETER  FINCH 

LIKE  ANY  NARRATIVE,  BUSINESS  NEWS 
takes  dramatic  shape.  All  this  year's  25  Execu- 
tives to  Watch,  for  example,  are  ]jlaying  major 
roles  at  companies  where  the  stakes  are  high 
and  the  risks  are  great — everything  from  plot- 
ting a  comeback,  to  trouncing  a  rival,  to  rolling 
out  a  high-profile  new  product. 

Some  of  the  toughest  assignments  are  at 
troubled  companies,  where  the  man  at  the  top 
must  pick  up  the  pieces.  John  Kissick,  the  likely 
successor  to  Michael  Milken,  Drexel  Burnham 
Lambert's  junk-bond  magician,  has  that  chal- 
lenge. So  does  Michael  Carpenter,  who  must  fix 
General  Electric's  Kidder  Peabody  subsidiary. 

Making  a  multi-billion  dollar  merger  work  is 
another  difficult  task.  After  the  predator  has 
swallowed  the  prey,  can  it  be  digested?  Robert 
Campeau  struggles  with  Federated;  Michael 
Miles  must  integrate  Philip  Morris'  two  huge 
food  companies;  Federal  Express'  Frederick  W. 
Smith  must  absorb  Tiger  International. 

A  third  situation  is  less  obvious,  but  every  bit 
as  dramatic.  How  to  keep  the  momentum  when 
things  are  going  well.  The  protagonists  here 
include  cable  broadcaster  Ted  Turner,  who  has 
restored  the  luster  to  his  once-troubled  empire; 
Sun  Microsystems'  Scott  McNealy,  who  seems 
to  be  doing  almost  everything  right  in  the  boom- 
ing workstation  market;  and  Boeing's  Frank 
Shrontz,  whose  biggest  problem  may  be  too 
many  customers  for  his  planes. 

These  are  just  a  few  of  the  men  whose  stories 
appear  in  the  following  pages.  Most  of  them  are 
familiar  figures  to  our  readers,  but  they  have 
more  than  that  in  common:  Over  the  next  few 
months,  they  will  all  mold  major  events — and 
not  merely  react  to  them. 
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Management  must  guide  the  forces  of  change... 

—  John  W.  Teets,  Chairman 


i 


Fflr  a  copy  of  Greyhound's 
latesi  annual  report,  write  to 
Public  Relations. 
1618  Greyhound  Tower 
Phoenix.  Arizona  8.5077 


The  Greyhound  Corporation  has  been  recast.  Fronn 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  )ob  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program. 

Hard  choices  were  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion. 


including  the  company's  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  e> 
cellent  growth  and  profit  potential  were  establishec 
or  acguired. 

f^r  example,  Purex  household  and  laundry  pn 
ucts  were  added  to  the  personal  care  and  package 
foods  brands  of  Greyhound's  Dial  Corporation,  Pre 
Cruise  Lines,  the  official  cruise  line  of  VA/alt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


'^fs  was  acquired,  complementing  Greyhound's 
ij  airport  and  food  service  businesses.  General 
i  s  RTS  transit  bus  manufacturing  and  parts  opera- 
vas  purchased  to  expand  Greyhound's  top-ranked 
:itv  coach-building  business. 
Today  Greyhound's  four  business  segments  — 
umer  products,  services,  transportation  manufac- 
j  and  financial  —  produce  revenues  at  a  $3  billion 
'al  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 


The  Greyhound  Corporation 


TOINSURETHHRUVK^TpWI^^ 
'  t)  PROTECT  THEIR  TCETH  CONE  TO  IfUA 


You  know  where  a  famous 
marine  biobgist  would  go  to 
insure  his  life. 

ButctoyouknkJW^^iere 
over  17  million  Amaicans  in  over 
21,000  companies  go  to  protect 
their  teeth?  They  come  to  the 
pelta  Dental  Plan,  America's 

leading  and  largest 


Why ?  For  four  very  under 
standabte  reasons:  cost  con 
ment,  quality  of  care,  flexibility 
anddolbrv^. 

Whether  your  conpiny 
is  large  or  small,  give  us  a  call  at 
1-800-441-3434 for  conqJete 
information. 


The  Delta  Dental  Plan 
jbMrksRnt.La«iigaidLai«Est 
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JOHN  KISSICK 


here  is  probably  no  tougher 
act  to  follow  than  Michael 
Milken.  His  zeal  for  high- 
yield    bonds  catapulted 
Drexel  Burnham  Lambert 
Inc.  from  a  second-tier  bro- 
kerage to  Wall  Street's  top 
rank.  But  Milken's  aggres- 
sive   operations  helped 
1st  the  firm  into  a  legal  crisis  that 
■;ir  has  cost  it  $650  million  in  fines 
has  badly  tarnished  its  reputation, 
h  Milken's  resignation  imminent 
Drexel's   future  uncertain,  the 
ttiight  now  falls  on  John  H.  Kissick. 
'or  14  years,  Kissick  headed  the  in- 
tment-banking  unit  that  targeted 
jntial  corporate  clients  for  Milken, 
polished  speaker,  Kissick  often 
ved  as  Milken's  emissary  to  board- 
ms.  Now  the  47-year- 
Yale  graduate  and 
mer    Navy  officer 
it  try  to  keep  Milken's 
nt  list  intact.  Drexel's 
:y  salaries  have  mini- 
ed  staff  defections, 
it's  up  to  Kissick  to 
the  concerns  among 
<:en's  loyal  investors 
;  the  firm  has  lost  its 
e.  Concedes  Kissick: 
e've  had  to  hold  a  lot 
lands." 

•rexel  has  shown  that 
an  still  flex  its  mus- 
.  Last  year  the  firm 
ed  $12  billion  in  junk 
rings.  In  December  it 
18  up  with  a  record  $5 
on  to  help  Kohlberg 
ivis  Roberts  &  Co. 
chase  RJR  Nabisco 

for  $25  billion.  But 
firm's  preeminence  is 
ig  chipped  away  by 

ongoing  legal  woes 

by  stiff  competition 
n  other  firms.  Late 

year  Stone  Container 
p.  switched  its  invest- 
it  banking  business 
Ti  Drexel  to  First  Bos- 


He  was  at 
the  maestro's  side 
making  junk-bond 
history,  and  much  of 
the  drive  and  style 

rubbed  off.  but 
john  kissick  is  not 
mike  milken— a  fact 
of  life  for  drexel 


ton  Corp.  In  February,  the  firm  lost 
Bally  Manufacturing  Corp.  when  New 
Jersey  regulators  banned  casino  com- 
panies from  doing  business  with 
Drexel  until  it  resolved  its  legal  prob- 
lems. "We're  facing  challenges  today 
that  are  as  great  as  anything  we've 
ever  had  to  face,"  Kissick  says. 

DREXEL  STILL  INTENDS  to  com- 
pete for  megadeals.  This  April  it  began 
selling  a  $5  billion  refinance  package 
for  RJR  Nabisco.  But  Kissick  wants  to 
diversify  as  well.  He  plans  to  pursue 
more  aggressively  deals  in  the  smaller 
$150  million  range  and  to  scour  over- 
seas for  other  junk  bond  opportunities. 

To  craft  the  imaginative  deals  that 
are  Drexel's  trademark,  Kissick  will 
rely  heavily  on  42-year-old  Peter  Ack- 
erman.  Having  helped 
cook  up  some  of  Milken's 
biggest  coups,  Ackerman 
has  already  proved  his 
value.  He  was  instrumen- 
tal in  the  RJR  deal.  And 
by  off'ering  bondholders 
the  chance  to  profit  from 
currency  fluctuations, 
Drexel  quickly  raised 
$387  million  for  John 
Fairfax  Ltd.,  an  ailing 
Australian  publisher. 

Kissick  certainly  pos- 
sesses the  Milken  drive. 
He  arrives  before  day- 
break at  Drexel's  fifth 
floor  Beverly  Hills  office, 
and  he  talks  with  Mil- 
kenesque  enthusiasm 
about  the  brilliance  of 
junk  bonds.  But  many 
consider  Milken  one  of  a 
kind.  Says  Bernard  Sal- 
lick,  whose  cancer-treat- 
ment centers  Milken  took 
public  in  1985:  "I  don't 
know  how  you  replace  a 
guy  like  him."  Drexel  can 
only  hope  Kissick  is  the 
next  best  thing. 

By  Eric  Schine  in 
Los  Angeles 
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^  ailing  from  a  pay  phone  at 
jl  1  the  top  of  a  Vail  ski  run  on 
flj  '  Feb.  17,  American  Express 
H  Co.    President    Louis  V. 

B  \\  Gerstner  Jr.  barely  heard 
■  It  Henry  R.  Kravis  offer  him 
■  /  the  chairmanship  of  RJR  Na- 
^^^y  bisco  Inc.  "Listen,"  Gerstner 

 /    remembers  the  Kohlberg 

Kravis  Roberts  &  Co.  partner  saying, 
"you're  our  guy."  But  frustrated  with 
the  connection,  Gerstner  swooped 
down  the  slope  to  his  vacation  condo- 
minium and  called  the  leveraged- 
buyout  king  again. 

Gerstner's  downhill  run  may  be  the 
easiest  part  of  the  epic  challenge  he 
faces  as  chief  executive  of  the  $17-bil- 
lion  food  and  tobacco  company.  After  it 
was  taken  private  in  a  record  $25  bil- 
lion buyout,  RJR  now  has  a  $3  billion 
annual  interest  bill.  Combined  with  an 
eroding  cigarette  business  and  battle- 
weary  employees  who  have  suffered 
through  more  than  two  years  of  tur- 
moil, Gerstner  may  claim  rights  to 
America's  toughest  job.  "RJR  is  a  man- 
agement challenge  that  doesn't  come 
around  too  often,"  he  says. 

Although  the  47-year-old  Gerstner 
has  no  direct  experience  managing  this 
kind  of  business,  he  certainly  seems 
suited  to  the  job.  As  a  fast-track  finan- 
cial strategist  at  McKinsey  &  Co.,  he 
helped  devise  plans  to  bail  out  Penn 
Central.  During  his  11  years  at  AmEx' 
Travel  Related  Services  Co.,  he  rang 
up  an  impressive  string  of  earnings 
increases.  And  by  fostering  an  environ- 
ment for  innovative  marketing, 
Gerstner  revived  such  "mature"  AmEx 
businesses  as  traveler's  checks. 

WHILE  HE  HAS  PROVED  his  mettle 
at  stirring  up  stagnant  businesses, 
there's  evidence  that  he's  an  astute 
corporate  surgeon,  too.  At  AmEx  he 
planned  the  Fireman's  Fund  Corp. 
spinoff,  the  exit  from  cable  TV,  and  the 
partial  spinoff  of  Shearson  Lehman 
Hutton  Inc.  "This  guy  knows  people, 
strategy,  and  can  operate  a  huge  com- 


The  new  boss  of 
rjr  nabisco  just  may 

have  taken  on 
america's  toughest 
job.  not  only  must  he 

rebuild  battered 
employee  morale  and 

turn  around 
the  eroding  tobacco 
business,  he  also 
faces  a  $3  billion 
annual  interest  bill 


pany  on  an  international  level,"  says 
Goldman  Sachs  &  Co.  analyst  Law- 
rence S.  Pidgeon. 

Beyond  rebuilding  morale,  Gerstner 
first  will  have  to  raise  some  $6  billion 
to  repay  bank  loans  due  in  two  years. 
It's  too  early  to  say  what  he  might  sell, 
but  the  most  likely  candidates  are 
rjr's  Del  Monte  canned  goods  and 
tropical  fruit  lines,  its  Planters  Life- 
Savers  unit,  and  some  of  Nabisco's  in- 
ternational food  operations.  But 
Gerstner  has  already  assured  RJR 
workers  he  won't  bust  up  the  compa- 
ny. And  he  vows  to  turn  around  its 
aging  cigarette  business. 

Hard  as  that  will  be  to  accomplish, 
Gerstner  may  find  it  even  harder  to 
glue  back  together  an  innovative  and 
winning  marketing  culture  at  RJR.  In 
short,  he's  facing  not  an  exhilarating 
downhill  run,  but  a  grueling  cross- 
country trek. 

By  Scott  Ticer  in  Atlanta 
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We  believe  in  offering  our  guests  every  possible  accommodation.  Including  a  choice 
of  four  different  kinds  of  Sheratons  to  stay  in. 

Sheraton  Hotels.  Places  where  business  people  know  they'll  get  treated  like  people, 
not  just  business. 

Sheraton  Inns.  They  offer  travelers  on  the  road  a  name  they  can  trust  and  quality 
they  can  count  on. 

Sheraton  Resorts.  Fabulous  places  in  the  sun  that  let  you  relax,  unwind  and  forget. 

Sheraton  Suites.  Coming  soon,  suite  hotels  defined  not  just  by  extra  space,  but  by 
extraordinary  service. 

Fbur  different  Sheratons  with  a  single  philosophy:  "Little  things  mean  a  lot."  A 
philosophy  that  embraces  the  true  spirit  of  service. 

A  spirit  cultivated  by  the  most  all-encompassing  employee  service  training  program 
in  the  hotel  business,  the  Sheraton  Guest  Satisfaction  System. 

So  no  matter  what  kind  of  Sheraton  is  best  for  you,  whether  it's  a  Sheraton        f  S'^ 
Hotel.  Sheraton  Inn,  Sheraton  Resort  or  Sheraton  Suite,  you  can  be 
assured  of  one  thin^.  Sheraton 

You'll  be  staying  at  a  place  where  people  truly  believe  that  little  hosp.tahty^opie  of 

things,  no  matter  how  seemingly  small,  mean  a  lot.  ®  i989  The  sheraton  corporation  J-X  J. 
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The  guys  at  Poll 
to  shoot  each  on 


Picture  it.  Their  data  system  was  good. 
But  now^  with  the  instant  success  of  their  Spectra^  ::or 
camera^  suddenly  good  wasn^t  good  enough. 
!©#$%&*()!  Trouble. 

So  Polaroid  called  in  N YNEX— one  of  the  information 
industry's  favorite  troubleshooters. 

And  NYNEX  designed  an  integrated  voice  and  data 
network  that  connects  all  eleven  Polaroid  locations. 

And  makes  everything  from  inventory  to  finance  to 
technological  analysis  faster.  Easier.  And  more  cost-effective. 

There  were  simply  no  negatives. 

The  NYNEX  family  of  companies  would  like  to 
work  with  you^  too. 


We  offer  you  everything  from  computer  networks^ 
3  computers^  to  software^  to  the  services  provided  by 
Jew  England  Telephone  and  New  York  Telephone.  And  more. 

CaU  us  at  1  800  535-1535. 

Discovering  the  answer  is  NYNEX  could  be  a 
ong-term  boon  to  your  business. 

We^re  hardly  a  flash  in  the  pan. 


Need  to  communicate? Need  to  compute?  The  answer  is 

NYNEX 


ith  an  MBA  from  Stan- 
ford University  and  a 
fondness  for  preppie 
polo  shirts,  Scott  G. 
McXealy  is  an  unlii<e- 
ly  revolutionary.  But 
the  CEO  of  Sun  Micro- 
systems Inc.  put  on 
the  radical's  mantle  a 
few  years  a^'^o  when  he  began  preach- 
ing that  all  workstations  be  created 
equal.  If  manufacturers  adopted  a  sin- 
gle hardware  and  operating  system 
standard,  he  argued,  they  would  make 
possible  the  .sort  of  off-the-shelf  .soft- 
ware that  drove  the  personal  computer 
e.xplosion.  The  idea  was  heresy  to  an 
industry  dedicated  to  high-margin  pro- 
prietary systems  that  lock  customers 
in  to  one  manufacturer.  But  McXealy 
pressed  ahead.  He  even  offered  up  the 


SUX  LAUXCHED  A 
COMPUTER  REVOLUTION 
BY  OFFERIXG  ITS  SPARC 
MICROPROCESSOR  TO 
COMPETITORS.  THAT 
BROUGHT  A  SLEW  OF  BIG- 
XAME  CUSTOMERS.  BUT 
XOW  RIWAL^.ARE 
BREATHIXG  DOWX 
McXEALVS  XECK 


heart  of  Sun's  own  workstation, 
homegrown  SPARC  microprocessor, 
any  competitor  who  wanted  to  clone! 

Some  big-name  companies  ha! 
jumped  at  the  chance.  Despite  scq 
from  others.  American  Telephone  [ 
Telegraph,  Unisys,  Fujitsu,  and  oth^ 
last  year  licensed  sp.apx  for  their  o\ 
machines.  Customers  also  seem  to 
gard  Sun  as  a  standard-setter.  Li 
year  the  six-year-old  company's  marll 
share  jumped  four  points  to  28'a.  Prj 
its  are  expected  to  surge  SO^'K  to  nea^ 
S120  million,  on  sales  of  around  S2 
lion  for  the  year  ending  June  30. 

But  McX'ealy,  34.  must  fight  to  st 
in  the  vanguard  of  his  own  revoluti 
Chip  hea\yweights  Intel  Corp. 
Motorola  Inc.  recently  took  dii'ect 
at  Sun  by  introducing  their  own  spa  ; 
like  standards.   A  new^  workstati 
from  Digital  Equipment  Corp.  and 
other  from  IBM,  e.xpected  this  sprir 
will  also  attempt  to  set  rival  standarc 
"I  feel  like  a  clay  pigeon  in  a  sk( 
shoot,"  says  McX'ealy. 

HE'S  NOT  .SAFE  from  companies  f 
lowing  Sun's  blueprint,  either.  T 
first  clone,  made  by  Solbourne  Co 
puter  Inc.,  is  already  on  the  mark( 
McXealy  spent  S140  million  last  ye 
and  is  spending  8250  million  this  ye 
to  maintain  Sun's  technological  lead. 
April  Sun  virtually  replaced  its  enti 
product  line  with  five  new  systems. 

Wall  Street  still  has  cold  feet.  Coi 
peting  machines  are  likely  to  sic 
Sun's  order  rate,  and  Sun's  produ 
turnover  could  hurt  margins  until  pi 
duction  is  in  full  swing.  Sun's  sto 
now  trades  at  the  same  level  as  a  ye 
ago,  16  V2,  dragging  its  priceeamini 
ratio  down  to  10  from  a  once-lofty  1 

McX'ealy's  crusade  has  produced  1 
suits  faster  than  he  expected.  'T'd  ha 
liked  the  clones  to  come  a  little  slo 
er,"  he  says.  Yet  Sun  is  still  Xo.  1  in  i 
market.  If  he  can  keep  it  that  way.  tl 
one-time  radical  may  wind  up  headii 
a  new  Establishment. 
Bi/  Jonathan  B.  Lcrinv  iti  Sou  Francis 
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Profile  in  quality  #8: 
Control. 

At  Ford,  Mercury  and  Lincoln  every  car  and 
truck  we  build  is  designed  to  put  the  driver 
in  control,     s  called  human  engineering— 
the  interaction  of  man  and  machine.  From  the 
feel  of  the  road,  to  the  feel  of  the  wheel,  to 
the  touch  of  a  button,  its  objective  is  to 
provide  the  driver  with  comfort,  confidence 
and  ease  of  operation.  When  quality  is  job  i—  ? 
you  dont  do  it  any  other  way. 


Ford,  Mercury,  Lincoln,  Fbrd  Trucks. 
Our  goal  is  to  build  the  highest  quality  cars 
and  trucks  in  the  world.  ^-=r~^ 


te  up— together  we  can  save  lives. 


FRED  SMITH 


rederick  W.  Smith,  who 
\  learned  to  fly  as  a  teenage 
i  \  cropduster,  has  a  daredevil 
M     streak  not  shared  by  many 
I     executives.  Years  ago,  pilot- 
1     ing  a  company  plane  from 
Little  Rock  to  his  Memphis 
.       headquarters,  the  chairman 
^\     of  Federal  Express  Corp. 
flew  part  of  the  way  upside  down. 
These  days  Smith  has  a  big  family  at 
home  and  doesn't  go  in  for  such  stunts 
anymore,  but  he  still  takes  big  risks  in 
business.  In  December,  Smith  made 
what  may  be  his  grandest  gamble  yet: 
the  $880  million  acquisition  of  freight 
hauler  Tiger  International  Inc. 

Smith's  move  could  pay  off  in 
spades.  His  air-express 
giant's  foreign  operations 
have  been  a  drain  for 
several  years.  But  by  ac- 
quiring Tiger's  prized 
squadron  of  long-haul 
aircraft  and  its  vast  net- 
work of  international 
routes,  Smith  has  sudden- 
ly made  Federal  the  dom- 
inant carrier  in  overseas 
freight.  The  44-year-old 
chairman  should  soon  re- 
alize his  dream  of  two- 
day,  door-to-door  service 
between  most  points  on 
the  map.  "In  one  fell 
swoop,  Federal  has  built 
a  global  network  that's 
going  to  be  hard  to 
match,"  says  Greenwich 
(Conn.)  consultant  James 
Nefl'.  Wall  Street  appar- 
ently agrees:  It  has 
boosted  Federal's  belea- 
guered stock  5  points,  to 
around  50. 

The  ex-Marine's  sur- 
prise deal  has  sent  com- 
petitors scrambling.  Al- 
ready, Consolidated 
Freightways  Inc.  has 
tried  to  acquire  Emery 
Air  Freight  Corp.  in  the 
first  of  what  analysts  he- 


Federal  express 
borrowed  $1.4  billion 
to  buy  flying  tiger, 
a  risky  move,  but  it 
may  be  essential  to 

succeed  in  the 
worldwide  market 
for  delivery  services 


lieve  will  be  many  mergers  in  the 
growing  airfreight  industry. 

Taming  Tiger  will  be  no  small  feat, 
though.  With  his  plans  fully  to  inte- 
grate Tiger's  heavy-cargo  business, 
Smith  will  be  thrusting  Federal  into  a 
market  more  cyclical  and  capital-inten- 
sive than  its  traditional  small-package 
business.  By  taking  on  $L4  billion  in 
debt,  plus  an  additional  $600  million  in 
goodwill,  Federal  could  find  itself  too 
heavily  leveraged  if  a  recession 
prompts  shippers  to  seek  out  slower, 
cheaper  transportation.  And  Smith 
could  encounter  culture  shock  as  he 
attempts  to  mesh  Tiger's  heavil 
unionized  work  force  with  Federal's! 
gung-ho,  entrepreneurial  troops.  Says| 
one  former  Federal  exec- 
utive: "Combining  thesel 
companies  could  be  likej 
mixing  oil  and  water." 


STILL,  THE  MERGER 
may  be  just  what  Federal 
needs.  The  nation's  love 
affair  with  facsimile  ma- 
chines has  stunted  de- 
mand for  Federal's  docu- 
ment business,  threat- 
ening to  erode  as  much 
as  307r  of  that  market. 
The  accelerated  rumble 
of  United  Parcel  Service 
Inc.  into  overnight  ship- 
ping has  also  sparked 
rampant  price-cutting, 
which  helped  pare  Feder- 
al's per-package  revenues 
167'  in  recent  years.  By 
squaring  Federal's  mar- 
keting muscle  behind  its 
box  traffic,  as  opposed  to 
documents.  Smith  thinks 
that  he  can  restore  Fed- 
eral's operating  margin 
to  about  16%  from  its 
current  10%.  And  with 
Tiger  International  in  his 
fold,  the  odds  are  start- 
ing to  look  a  lot  more  in 
Smith's  favor. 
By  Dean  Foust  in  Memphis 
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nesting  and  living  in  Canada 
t  iigs  special  benefits  for  experi- 
e  ed  business  people. 

^^anada  welcomes  business  peo- 
[  ready  to  make  an  employment- 
c  ating  investment.  Our  unique 
I  siness  Immigration  Program 
f ;  ilitates  the  process  of  becoming 
s  ermanent  resident. 

]!anada  will  help  your  business 
i  as  prosper.  We  back  them 
^  h  a  technologically  advanced 
i  "astructure,  easy  access  to 
r  rth  Americas  major  markets, 
£  ighly  educated  and  skilled 
V  rk  force,  and  an  attractive 
€  hange  rate  that  enhances 


your  competitive  edge. 

Today,  your  potential  for  suc- 
cess is  greater  than  ever  because 
the  new  U.S. -Canada  Free  Trade 
Agreement  is  accelerating  integra- 
tion of  the  two  markets. 

Canada  offers  an  uncommon 
blend  of  urban  sophistication  and 
unspoiled  natural  beauty.  That's 
one  of  many  reasons  why  the 
quahty  of  life  here  is  as  attractive 
as  the  investment  potential. 

Complete  the  coupon  to  explore 
the  scope  of  Canada's  unique 
Business  Immigration  Program. 
We  think  it's  an  opportunity  you'll 
feel  very  much  at  home  with. 


I  Please  mail  your  information  package 

I  on  the  Business  Immigration  Program 

I  and  investment  opportunities 

I  in  Canada. 


Name 


Title 


Address 


Telephone 
Mail  to: 

Canadian  Consulate  General, 
1251  Avenue  of  the  Americas, 
New  York,  N.Y.  10020-1175 

■  External  Affairs  Affaires  exteneures 
I    Canada  Canada 

Canada 


or  more  than  a  decade,  call- 
1  ing  Genentech  Inc.  a  Wall 
i  '  Street  "darling"  was  some- 
M      thing  of  an  understatement. 

V  Genentech's  scientific  prow- 
j      ess  and  rigorous  financial 

controls  helped  make  it  the 

V  world's  premier  biotechnol- 

 — 1     ogy  company.  At  its  peak  in 

1987,  Genentech's  market  valuation 
was  an  astounding  $5.4  billion. 

But  the  reckoning  came  in  1988.  The 
weekly  "ho-ho"  beer  bashes — presided 
over  by  Genentech's  intense  chief  exec- 
utive, Robert  A.  Swanson — turned  into 
wakes  for  a  stock  price  that  plunged  so 
quickly  it  left  a  vapor  trail. 

What  happened?  Disappointing  per- 
formance from  Genentech's  much-her- 
alded heart-attack  drug,  TPA.  Although 
it  sold  .$170  million  worth  of  TPA  in  the 


After  the  i988 
debacle,  when 
genentech's  stock 
plunged  62%,  swanson 
came  under  attack, 
while  the  company 

shows  signs  of 
renewed  health,  he 
must  mend  fences  on 
wall  street 


drug's  first  year,  Swanson  had  pro 
claimed  it  would  sell  twice  that  much 
Once-loyal  analysts  and  investor 
bailed  out.  In  1988,  Genentech's  stoe 
plummeted  627'  ,  to  just  above  14. 

Swanson,  41,  is  not  a  man  wh 
admits  mistakes  easily.  Associates  sa 
he  took  1988  hard,  especially  since  i 
touched  off  an  exodus  of  many  long 
time  employees.  Progress  with  a  poten 
tial  AIDS  treatment  pushed  the  compa 
ny's  stock  above  19  in  early  1989,  bui 
in  late  March  the  company  sufferec 
another  blow:  The  New  England  Jou  t 
nal  of  Medicine  published  a  study  sug 
gesting  the  clotbuster  was  no  better 
than  streptokinase,  a  competing  drug 
selling  for  a  fraction  of  the  cost. 

Swanson  still  maintains  that  his  goal 
of  being  a  billion-dollar  company  is 
within  reach  in  the  1990s.  But  until 
then,  the  road  looks  far  from  smooth 

THREE  CRITICAL  TASKS  loom,  ob 
servers  and  former  executives  agree 
First,  since  the  company's  fortunes  are 
so  closely  tied  to  TPA,  he  must  make 
TPA's  marketing  strategy  work  by  ex 
panding  the  use  of  clot-busting  drugs 
Genentech  has  been  stung  by  claims 
that  it  simply  priced  TPA  out  of  reach 
at  $2,200  per  shot — a  charge  Swanson 
denies.  The  new  study  will  increase 
pressure  to  cut  prices,  but  few  expect 
such  a  move  before  next  year.  Instead 
Genentech  will  increase  its  sales  force 
by  307'  by  June.  It's  also  working 
much  more  closely  with  doctors. 

Secondly,  Swanson  must  mend 
fences  with  Wall  Street.  And  perhaps 
most  important,  he  must  give  top  prior 
ity  to  retaining  the  company's  phenom 
enally  talented  scientific  squad. 

Not  surprisingly,  the  former  venture 
capitalist  refuses  to  dwell  on  the  past; 
"We  had  a  very  successful  launch  of  a 
new  drug  and  we've  got  wonderful 
cash  flow."  But  until  new  products  be 
gin  to  broaden  Genentech's  portfolio 
and  earning  power,  Swanson  can  ex 
pect  to  spend  more  time  in  the  hotseat 
Rfl  Joau  O'C.  Hamilton  in  San  Francisco 


OBERT  SWANSON 
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Afork  with  the 
orest  as  if 
^our  future 
Jepends  on  it. 

^e  paper  industry  was  facing  a 
J  win  situation.  Paper  demand  was 
'Owing  drannatically,  but 
/erharvesting  the  forest  would 
opardize  the  future, 
t  BASF,  we  looked  at  the  problem  in 
new  way.  We  found  a  practical, 
ng-term  solution  that  our  paper 
jstomers  could  apply  immediately 
19  key  was  in  the  paper  making 
ocess.  We  developed  a  way  to 
<tract  more  paper  pulp  from  each 
56.  Each  one  becomes,  in  effect,  a 
J  per  tree.  Fewer  trees  are  needed, 
emand  is  met.  The  future  isn't 
opardized. 

one  industry  after  another,  from 
aper  manufacturing  to  magnetic 
;cording  media,  our  broad-based 
chnologies  help  us  create  new 
orlds  by  seeing  in  new  ways. 

he  Spirit  of  Innovation 


iBASF 


A  MACHINE  THAT  CAN  MAKE  YOUR  GOLDEN  YEARS  SHINI 


A  calm  day  on  a  gentle  stream.     >  s  ,  . 

lb  enjoy  the  freedom  of  living  yoiir  dreamsj 
count  on  The  Xerox  Financial  Machine. 

With  prudent  mutual  funds  and  insured  unit 
trusts  from  Van  Kampen  Merritt.  The  ability  td 
protect  your  assets  with  insurance  for  auto,  hom^ 
and  business  from  Crum  and  Fbrsten  Life  insur- 
ance and  annuities  to  make  your  retirement  more^ 
secure  from  Xerox  Life.  Investment  banking! 
and  pension  fund  management  and  administra-' 
tion  from  Furman  Selz.  And  the  ability  to  leased 


anything  from  a  fleet  of  fishing  vessels  to  i 
Xerox  copier  from  Xerox  Credit  Corporation.  ' 

They're  all  part  of  Xerox  Financial  Services- 1 
diversified  group  of  financial  companies  with  i 
singular  standard  of  excellence.  All  geared  ti 
help  make  your  future  look  bright.  I 
So  you  can  have  your  day  in  the  sun. 
To  find  out  how  you  can  put  the  power  oi 
The  Xerox  Financial  Machine  to  work  for  you 
write  Xerox  Financial  Services,  P.O.  Box  5000 
Norwalk,  Cr  06856.  , 


1 


€)  1989  XEROX  CORPOfi 
XEROX*  and  THE  FINANCIAL  F 
are  marks  of  XEROX  CORPO^ 
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CHARLES  TANQUERAY  &  C?  0 
LONDON.  ENGLAND. 


SPEC  ;;iAL  DRY 
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pfocii 


J  of 


Future  perfect. 


Present  perfect 


Past  perfect. 


Tanqueray 

A  singular  experience. 


Imported  English  Gin,  47.3%  Alc/Vol  (94.6°),  100%  Grain  Neutral  Spirits. 
©  1988  Schieflelin  &  Somerset  Co.,  New  Vbrk,  N.Y. 
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ROBERT  ALLEN 


hen  Bob  Allen  took 
AT&T's  helm  after  the 
death  of  Chairman 
James  E.  Olson  in 
April,  1988,  it  looked 
as  if  the  giant  tele- 
communications com- 
pany was  in  for  quiet- 
er times.  Olson,  after 
,11,  was  a  passionate,  impulsive  manag- 
r  with  a  fiery  speaking  style  to  match. 
Lllen  is  just  the  opposite:  quiet,  delib- 
rate,  and  somewhat  shy. 
So  much  for  first  impressions.  Rob- 
rt  E.  Allen,  the  13th  chief  executive  of 
imerican  Telephone  &  Telegraph  Co., 
rapidly  becoming  one  of  its  most 
ggressive.  In  just  the  past  nine 
lonths,  Allen,  54,  has  won  looser  regu- 
ition  of  AT&T's  long-distance  phone 
usiness.  He  has  made 
lillions  of  dollars  worth 
f  acquisitions  and  plans 
0  make  more,  most  like- 
/  in  the  computer  and 
redit  services  areas.  And 
e's  improving  AT&T's 
ales  focus  by  breaking  it 
ito  19  smaller,  more  au- 
onomous  businesses. 
Allen's  No.  1  challenge 
to  keep  $35  billion  AT&T 
head  of  international  ri- 
als in  the  global  tele- 
ommunications  business. 
Vith  competitors  gaining 
trength  in  the  U.  S., 
T&T  must  offset  their  in- 
rusion  by  capturing 
lore  foreign  market 
hare  in  phone  services 
nd  equipment.  Allen  is 
eady  to  make  acquisi- 
ions.  He's  also  pressing 
or  new  products  and  bot- 
om-line  improvements  in 
is  loss-plagued  comput- 
r  business,  which  up  un- 
il  a  year  ago  seemed 
eady  to  crash. 

Already  AT&T  is  mak- 
ing headway.  In  long-dis- 
ance  it  turned  a  record 


At&t's  new  chief 
executive  may  be 
low  key,  but  he  is 

making  acquisitions 
aggressively.  the 
goal:  boosting 
market  share  to 

compete  better  all 
over  the  world 


$2  billion  profit  in  1988.  And  better 
sales  diplomacy  has  given  it  a  leg  up 
on  rivals  for  overseas  equipment  mar- 
kets such  as  Italy  and  Spain. 

EVEN  THE  COMPUTER  business  is 
improving.  The  market  for  computers 
that  use  the  Unix  operating  system, 
designed  by  Bell  Laboratories,  is  grow- 
ing more  than  20%  a  year.  And  AT&T 
has  won  a  few  huge  contracts  such  as 
a  recent  multibillion-dollar  order  for 
computers  from  the  U.  S.  Air  Force. 

Allen  stepped  into  his  job  at  a  diffi- 
cult time.  'The  company's  breakup  in 
1984,  the  largest  corporate  divestiture 
in  history,  left  employees  shell- 
shocked.  To  stay  competitive  with 
emerging  rivals  such  as  MCI  Communi- 
cations and  Northern  Telecom,  AT&T 
had  to  drive  down  costs 
and  cut  more  than  75,000 
jobs.  Olson  had  just  be- 
gun to  win  back  worker 
confidence  when  he  died, 
leaving  AT&T's  recon- 
struction up  to  Allen. 
Some  managers  accus- 
tomed to  the  hard-charg- 
ing Olson  at  first  found 
their  reserved  new  chair- 
man to  be  a  downer.  Not 
anymore.  Says  one  insid- 
er: "AT&T's  alive.  We're 
moving.  People  are  smil- 
ing again." 

Allen  works  hard  for 
those  smiles.  He  logs 
20,000  miles  a  month  in 
the  corporate  jet,  meet- 
ing with  managers  and 
getting  to  know  his  em- 
ployees around  the  world. 
"Sometimes  it's  hard  to 
believe  that  I'm  in  charge 
of  all  this,"  he  says  in  a 
rare  display  of  introspec- 
tion. "All  of  these  people, 
counting  on  me."  By 
now,  at  least,  they  know 
he  gets  things  done. 

By  John  J.  Keller  in 
Neu>  York 
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Most  CEO's  and  senior 
managers  look  at  computer 
operations  as  cost  centers, 
not  profit  centers. 

Unisys  has  helped  many 
businesses  use  information  to 
be  more  competitive.  We've 
done  it  for  banks. We've  done 
it  for  airlines.  We  can  do  it 
for  you. 

Unlike  most  computer 
companies  who  focus  on 
partial  "solutions"  to  short- 
termjsolated  problems, 
Unisys  focuses  on  creating 
applications  and  hardware 
that  can  grow  your  business 
over  the  long  haul. 


We  aren't  just  an  industry 
leader  in  networking.  We  aren't 
just  the  maker  of  the  broadest 
line  of  compatible  computers. 
And  we're  not  just  the  creator 
of  the  most  flexible  software 
tools  available.  We  are  all 
these  things. 

And  we  have  the  expertise 
to  tie  it  together  so  you 
can  turn  your  information 
generator  into  a  cash 
generator.  Work  with  us  and 
we'll  prove  It. 


UNISYS  AND  YOU. 
The  power  of  ^ 


ou  can  bet  that  for  Peter 
Cohen,  1988  was  one  of 
those  years.  In  November 
he  was  roasted  for  mis- 
managing Shearson  Leh- 
man Mutton's  bidding  for 
RJR  Nabisco.  And  just  be- 
fore Christmas,  financial 
scandal  hit  Shearson's  Bos- 
ton Co.  unit,  and  Cohen  was  forced  to 
fire  its  president.  Shearson's  earnings 
fell  to  8U  a  share,  from  $1  in  1987. 
"We  stumbled,"  Cohen  concedes.  "We 
were  trying  to  accomplish  too  many 
things  in  too  short  a  time  frame." 

Things  haven't  been  all  that  great  in 
1989,  either.  In  March,  Shearson  aban- 
doned its  ingenious  effort  to  create  a 
lucrative  new  security:  the  much-publi- 
cized Unbundled  Stock  Unit. 
It  has  been  a  series  of  stunning  re- 


SHEARSON'S  BOSS  WAS 
TROUNCED  IN  THE 
HEADLINE-GRABBING 
RJR  NABISCO  WAR.  SO 
NOW  HE  HAS  TO  POLISH 
HIS  IMAGE  AT 
AMERICAN  EXPRESS 

AND  IMPROVE 
PERFORMANCE  AT 
E.  F.  HUTTON 


versals.  Cohen,  42,  had  enjoyed  an  al- 
most continuous  streak  of  success 
since  taking  the  helm  of  Shearson  in 
1983.  After  masterminding  shrewd 
takeovers  of  Trade  Development  Bank 
in  1983  and  Lehman  Brothers  Kuhn 
Loeb  in  1984,  he  was  the  toast  of  Wall 
Street.  More  recently,  he  helped  the 
firm  emerge  as  a  leader  in  the  profit- 
able mergers-and-acquisitions  field. 

NOW  COHEN  MUST  get  his  house 
back  in  order.  The  firm's  stock  price  is 
mired  at  around  17 — about  half  the  lev- 
el of  two  years  ago.  That  can't  sit  well 
with  American  Express  Co.  It  owns 
60%  of  Shearson  and,  some  analysts 
say,  may  cut  its  investment  to  less 
than  50%. 

Cohen's  biggest  concern  is  the  E.  F. 
Mutton  brokerage  unit,  which  Shear- 
son  acquired  for  $962  million  in  Decem- 
ber, 1987.  Mutton  is  a  drain  on  earn- 
ings. To  cut  costs,  analysts  expect 
Cohen  to  close  about  50  branches. 

For  Cohen,  no  setback  in  1988  stung 
more  than  Shearson's  failure  to  pull 
olf  the  $25  billion  RJR  Nabisco  deal.  He 
personally  took  charge  of  the  negotia- 
tions of  what  turned  out  to  be  the  big- 
gest acquisition  of  all  time.  Analysts 
say  a  Shearson  victory  would  have  net- 
ted the  firm  $200  million  in  takeover- 
related  fees.  But  apparently  Cohen 
erred  in  approving  a  low  opening  bid  of 
$75  a  share — and  there's  some  feeling 
on  Wall  Street  that  Cohen  was  out  of 
his  depth. 

The  blunder  won't  help  Shearson's 
chances  of  winning  the  next  giant  M&A 
deals;  nor  does  the  recent  departure  of 
merchant-banking  chief  Peter  J.  Solo- 
mon. And,  finally,  neither  does  Ameri- 
can Express's  reluctance  to  do  hostile 
deals.  But  Cohen  insists  the  firm  will 
still  go  after  big  transactions.  "You're 
going  to  see  a  broadening  of  the  orga- 
nization," he  says.  "We'll  be  elevating 
younger,  bright  people."  But  Cohen  ac- 
knowledges that  the  firm  won't  regain 
its  status  as  a  highflier  overnight. 

By  Jon  Friedman  in  New  York 


PETER  COHEN 
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BUILDING  BUSINESSES  INTO  LEADERS 


ouveau  retailing  magnate 
Roben  Campeau  has  been 
keeping  an  unusually  low 
rofile — by  design.  Stung 
y  speculation  that  he's 
verextended.  the  mercuri- 
al Canadian  entrepreneur 
has  decided  to  bite  his 
ongue  and  let  the  results 
from  B!oomingdale"s  and  his  other 
stores  d'-  :hr  talking. 

They  •  :•  start  speaking  up. 
E  "-r  .....jjive  asset  sales,  parent 
y  Campeau  Corp.  and  its  Feder- 
.  and  --yUed  retail  units  have  S9.5 
billion  in  debt.  Interest  charges  alone 
-■-■■''.]]  chew  up  more  than  ST43  million  in 
cash  flow  from  the  depaitment  stores 
:;-.:s  year.  To  outsiders,  it  looks  as  if 
Campeau.  63.  has  little  room  for  en*or. 

Campeau  and  his  top  e.xecutives 
ai'n't  see  it  that  way.  They  say  they 
r.ave  trimmed  more  than  .§300  milhon 
:r.  yearly  overhead  from  the  retail  em- 
]::re  Campeau  began  assembling  two 
years  ago.  And  buoyed  by  a  surprising- 
V  strong  Christmas,  they  think  the 
>  -  .  "  ing  store  groups  are  posi- 
rlp  Campeau  can-}-  out  his 
.;:.^--ra:.s:tr  real  estate  plans. 

GOING  DEEP  INTO  hock  to  enter  the 
retailing  game  was  only  a  means  to  an 
t-r.d  for  Campeau.  Real  estate  develop- 
"/-cnt  has  been  his  love  for  more  :har. 
o'J  years,  and  controlling  almost  b*  '  :  . 
-ion  square  feet  of  retail  space  p^"^ 
■::.rT<  in  a  strong  position  to  indulge  that 
assion.  His  largest  project,  now  ur.dTr 
v.ay  in  do%TOtown  Boston,  is  a  g:  :  :; 
example.  The  S650  m:  -  -lopmeni 
includes  a  major  ac  his  flag- 

ship .Jordan  Marsh  Co.  department 
store,  a  new  Bloomingdale's,  and  two 
new  office  towers. 

Campeau  and  Ohio  shopping-center 
developer  Edward  -J.  DeBartolo  are 
planning  several  similar  mixed-use 
projects.  So  far.  they  have  fallen  far 
short  of  their  announced  plan  to  bui"  " 
to  10  new  shopping  centers  a  yeai- 
the  year  since  he  made  that  predic: 


This  c.\x.\dl\x 
de\'eloper  has 
ambitious  pl^'s  to 
use  his  new  retail 
empire  to  spe.arhead 

shopplxg-cexter 
expansion.  but  it  all 
depent)s  on  whether 
the  stores  do  \vell 

enough  to  let 
campeau  pay  do^^'n 
his  huge  debt 


Campeau  seems  to  have  moved  more 
toward  redevelopment  projects.  He  still 
wants  to  expand  the  Bloomingdale's 
chain  nationally  and  into  Canada,  but 
•the  pace  will  be  somewhat  slower  than 
he  anticipated  at  the  start. 

For  Campeau  to  succeed,  retailing 
chief  John  W.  Burden  III  and  opera- 
tions chief  James  M.  Zimmerman  must 
quickly  boost  cash  flow.  Critics  doubt 
that  they  can.  and  rumors  continue  to 
circulate  that  Campeau  may  be  forced 
to  sell  one  or  more  of  the  chains  to  pay 
down  debt.  Insiders  insist  that's  not  in 
the  cards.  But  they  do  confirm  one  ru 
mored  possibilit>":  Campeau  may  take 
the  company  private.  It's  easy,  since  he 
and  the  Reichmann  family  of  Toronto 
already  own  TT^f  of  the  stock.  But 
don't  expect  Campeau  to  hide  his  light 
under  a  bushel  forever.  If  he  makes  it 
as  a  retailer,  he'll  certainly  want  the 
world  to  know  it. 

Bi/  Chuck  Haukins  in  Toronto 


ROBERT  CAMP 
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^u're  bidding  against  the 
biggest  firms  in  the  city 

Better  do  it  on  an  HP  LaserJet. 


When  it  counts,  there  is 
only  one.  The  Hewlett- 
Packard  LaserJet  Series  II 
printer.  Nothing  else 


prints  customized  forms 
that  make  you  look  quite 
this  good.  Or  your  bid 
look  quite  this  attractive. 


Call  1-800-752-0900, 
Ext.  783C  for  an  autho- 
rized HP  dealer  near  you. 


EWLETT 
PACKARD 


Documents  created  using  JetForm  software  by  Indigo  Software,  Ltd.  and  Hewlett-Packard  LaserJet  Series  II  printer. 
©  1989  Hewlett-Packard  Company  PE12902 


Designers 
in  Your  Tracks. 


i^'s  beauty  under  the  hood  in  the  form  of  the  177  horsepower  Power-Tech  Six  engine, 
most  powerful  engine  in  Cherokee's  class. 

'lus,  there's  beauty  inside  with  luxurious  seating  highlighted  by  lots  of  genuine 
her  and  surrounded  by  power  everything.  And  maybe  most  important,  there's  the 
ill  and  satisfaction  of  driving  a  true  American  Legend :  Jeep.  Wliat's  more.  Jeep 
jrokee  has  a  higher  resale  value  than  Ford  Bronco  II  and  Chevy  S-10  Blazer.*  And 
'amui^  now  every  Jeep  comes  with 

M%0  Chrysler's  exclusive  7-year/      /^^V^llTW  ^  To/2»r\  PiXl.l 

300-mile  Protection  Plan.**  For  fur-      V/lliV  ill  Cl  JCCUL  V?  i 

;infonnation,calll-800-JEEP-EAGLE.  ^  ^  ^ 


Eagle 


*Source:  Kelley  Blue  Book:  November/December  1988,  analyzing  resale 
values  of  1985 ,  '86,  '87,  and  '88  model  year  vehicles. 
"  *Protects  1989  models'  engine  and  powertrain  for  7  years  or  70,000  miles 
and  against  outerbody  rust-through  for  7  years  or  100,000  miles.  See 
limited  warranty  at  dealer.  Deductibles  and  restrictions  apply.  Jeep  is  a 
registered  trademark  of  Jeep  Eagle  Corportttion.  Buckle  up  for  safety. 


Unisys  is  stronger 
than  either  of  the 
companies  that 

merged  to  create  it. 
but  there  are  still 

big  problems:  a 
pentagon  probe,  a 
major  lawsuit,  and 
delays  in  getting 

products  to  market 


I 


^^^^  or  inspiration,  W.  Michael 
H     »  Blumenthal  likes  to  read 
H   i  ^  economist  Joseph  Schum- 
peter's  treatise  on  "creative 
destruction,"  which  holds 
H  1     that  capitalism  needs  tur- 
H         moil  to  remain  vital.  That 
should  come  as  no  surprise 
"^^^N     to  anyone  who  has  followed 
Blumenthal's  Unisys  Corp.  Ever  since 
he  engineered  Burroughs  Corp.'s  ac- 
quisition  of  Sperry   Corp.   to  form 
Unisys  in   1986,  he  has  wrought 
wrenching  change  at  the  computer  gi- 
ant. Says  Blumenthal:  "If  you  are  not 
brutal  about  moving  quickly  to  cut 
costs  and  make  your  bets  on  new  tech- 
nology, then  you  will  have  trouble." 

Yet  Blumenthal,  63,  still  has  plenty 
of  trouble.  He  aims  to  secure  Unisys' 
hold  on  its  maturing  mainframe  mar- 
ket with  upgraded  machines  while 
moving  fast  into  the  small-computer 
arena.  But  optimistic  projections  and 
glitches  in  the  company's  new  main- 
frames left  Unisys  with  $2.5  billion 
worth  of  inventories  from  last  year. 


Other  headaches  loom.  Former  Sper- 
ry executives  who  allegedly  had  cozy 
relationships  in  Washington  procure- 
ment circles  have  put  some  of  the  com- 
pany's $2.5  billion  defense  business  at 
risk,  since  they  are  under  scrutiny. 
Three  Sperry  plants  were  suspended 
from  new  government  contracts  after 
guilty  pleas  by  a  former  e.xecutive  and 
a  former  consultant.  Blumenthal  says 
the  company  is  cooperating  completely. 
Meanwhile,  Honeywell  Inc.  has  sued 
for  $300  million  over  disappointing 
Sperry  Aerospace  operations  that  Hon- 
eywell bought  in  1986.  Unisys  could 
end  up  paying  a  settlement. 

Blumenthal  says  he  can  solve  most 
of  his  other  problems  quickly.  He  ex- 
pects to  shave  about  one-fifth  of  the 
inventory  by  midyear.  And  he  plans  to 
ease  the  earnings  pinch  with  a  S7<'  cut 
in  Unisys'  93,000  member  work  force. 

IF  HE  CAN  HURDLE  these  obstacles, 
Blumenthal  could  find  firmer  ground 
than  such  smaller  rivals  as  Control 
Data  Corp.  He  appears  to  have  assured 


former  Sperry  customers  that  he  won't 
strand  them  by  shifting  to  Burroughs 
technology.  Unisys  also  wins  praise  for 
using  the  popular  Unix  operating  sys- 
tem in  its  new  machines,  allowing 
broader  computer  compatibility.  Even 
with  the  recent  earnings  hiccup,  ana- 
lysts agree  that  Unisys  has  performed 
better  than  its  progenitors  would  have 
separately.  Together,  they  lost  $43.4 
million  in  the  merger  year — a  far  cry 
from  last  year's  $681  million  net  gain.! 

Blumenthal  also  firmed  up  the  com 
pany's  full-service  strategy  last  yeaB 
with  two  acquisitions:  Timeplex  Inc.,  a 
networking  company,  and  Convergent 
Technologies  Inc.,  a  maker  of  ofl[ice 
workstations.  He's  likely  to  keep  on 
acquiring.  But  whatever  he  adds,  Bluj 
menthal  must  get  more  from  it.  Say^ 
analyst  Don  Young  of  Sanford  C 
Bernstein  &  Co.:  "He's  got  to  go  frorrl 
being  the  worst  asset  manager  in  thd 
industry  to  being  one  of  the  best."  Ir 
other  words,  he  needs  to  start  being  q 
little  more  creative  in  his  destruction. 
Bi/  Joseph  Weber  in  Blue  Bell,  Pi 


ICHAEL  BLUMENTHAL 
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1  NEW  NMENSION 


;k®CH600.  Technology  takes  a  quantum  leap  in  the  first  new  truck  designed  for 
90s.  And  beyond.  It's  a  new  dimension  in  room,  comforl  and  performance  for 
vy-duty  highway  hauling.  Every  inch  built      Balanced  Design,  from  its  totally 
'  chassis  and  cab  to  its  integrated  sleepers  and  unified  aerodynamics.  See  the 
300  at  your  Mack  dealer.  It's  not  just  a  new  shape.  It's  a  whole  new  dimension. 


OSCAR  WYATT 


oor  Oscar  Wyatt.  Less 
than  two  months  after  his 
Coastal  Corp.  launched  a 
hostile  bid  for  Texas  East- 
ern Corp.,  another  large 
gas  pipeline  company,  he's 
losing  out.  Panhandle  East- 
ern Corp.  smothered  his 
$42-a-share  bid  with  one 
worth  $53.  If  that  deal  goes  through, 
Wyatt  will  gross  only  about  $60  million 
on  his  $73  million  stake — after  invest- 
ment banking  fees. 

That's  how  it  goes  with  Oscar  S.  Wy- 
att Jr.:  The  money  just  keeps  rolling  in. 
Over  the  past  few  years  he  has  made 
Coastal  one  of  the  fastest-growing  and 
most  profitable  companies  in  the  gas- 
pipeline  business,  with  interests  in  gas- 
oline refining  and  marketing,  coal,  and 
trucking.  Since  1983, 
Coastal's  return  on  equi- 
ty has  averaged  nearly 
157^.  With  a  boost  from 
its  six  refineries,  earn- 
ings in  1988  jumped  397, 
to  $157  million,  on  sales 
of  $8.2  billion.  Wyatt  is 
"the  sharpest  dude  in  the 
oil  patch,"  says  David  N. 
Fleischer,  analyst  at  Pru- 
dential-Bache  Securities. 

At  64,  Wyatt  is  still 
running  hard.  He's  rac- 
ing to  get  into  new  mar- 
kets before  the  gas  sur- 
plus disappears — possibly 
as  early  as  yearend — and 
buyers  start  scrambling 
for  supplies.  Coastal 
plans  to  build  new  trans- 
mission lines  from  Wyo- 
ming to  Bakersfield, 
Calif.,  and  from  Mobile 
Bay  to  Florida.  While  the 
company's  high  debt-to- 
capital  ratio  of  707  keeps 
a  lid  on  the  stock  price 
(which  hovers  around 
$35),  it's  unlikely  to  slow 
Wyatt's  growth  plans; 
Coastal  has  a  cash  flow 
of  $600  million  this  year, 


COASTAL'S  CHIEF 
EXECUTIVE  IS  A  MASTER 
OIL  PATCH  STRATEGIST. 

HE  HAS  MADE  HIS 
COMPANY  AMONG  THE 

INDUSTRY'S  MOST 
PROFITABLE.  NOW,  HE 
WANTS  TO  CAPITALIZE 
ON  THAT  MOMENTUM 


which  should  cover  debt  payments.  To 
keep  expanding,  Wyatt  also  hopes  to 
sell  a  507  interest  in  his  refineries  and 
filling  stations.  He  has  been  talking  to  I 
several  oil-producing  countries,  includ-j 
ing  Nigeria  and  Oman.  That  could  | 
raise  as  much  as  $800  million. 

WYATT'S  AGGRESSIVE  Style  hasl 
earned  him  his  share  of  enemies  over  I 
the  years.  In  the  mid-1970s,  during  a| 
brutal  cold  spell,  he  cut  off  gas  sup- 
plies to  Austin  and  San  Antonio,  leav-| 
ing  the  cities  scrambling  to  provide! 
heat.  Wyatt  said  he  couldn't  meet  hisi 
promises  to  supply  cheap  gas  when  I 
prices  started  soaring.  In  1980  he  spuni 
ofi'  his  Texas  intrastate  gas  company! 
to  settle  billions  of  dollars  in  claims! 
from  users.  Now,  every  time  he  moves| 
to  buy  another  company, 
his  target  brings  up  thel 
gas  debacle  to  paint  him| 
as  untrustworthy. 

With  the  legal  skirmish 
behind  him,  he  hit  the 
acquisition  trail.  After 
three  attempts  at  buying 
gas  comjjanies,  he  finally 
won  Detroit-based  Ameri- 
can Natural  Resources 
for  $2.45  billion  in  1985. 
The  deal  propelled  Coast- 
al into  the  industry  bi 
leagues  by  giving  the 
company  major  new  mar 
kets  in  the  Midwest.  Tex 
as  Eastern  would  hav 
given  Wyatt  a  valuabi 
foothold  in  the  boomin 
Northeast  market.  Bu 
Wyatt  has  moved  on  t 
other  game.  Transco  Inc 
and  Tenneco  Inc.,  both  o 
which    have  pipeline 
serving  the  Northeast 
are  possible  targets.  An 
if  Wyatt  can  keep  gross 
ing  $60  million  on  unsuc 
cessful  raids,  every  bi 
pipeline  company  may  b 
vulnerable. 
Bji  Mark-  Ircij  in  Hou.stot 
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\The  word  is...this  Canon  NP 4835s 


I  L^-..  r^^x  xL  L  ^ 


I  Yd  rnuLLcr  nuuu  lusi  uicry  uitun^t^. 


If  you're  a  growing  company,  Canon  has  a  copier  that  is  just  your  size.The 
NP4835.  A  new  generation  of  35  cpm  copier  that  integrates  the  productivity 
of  high-volume  document-feeding  and  stapler-sorter  units  with  time-saving 
functions  like  digitally  stamped  and  numbered  pages.  A  combination  that  not 
only  lets  you  create  better  reports  and  presentations,  but  lets  you  produce 
morfe  of  them  as  well.  A  lot  more,  thanks  to  the  NP4835's  dual  front-loading 
paper  cassettes  and  options  like  adding  two  additional  500  sheet  cassettes  or. 
a  2000  sheet  paper-deck. 

If  your  business  needs  are  constantly  growing,  look  to  the  copier  that  was 
made  to  grow  with  you.The  Canon  NP4835.  It's  not  just  a  new  copier  It's  a  new 
standard  in  copiers. 


Canoit 


NP4835 


enjoy  <:asye»ieo<)BOpayfT«f?i» 
wiiti  itie  Canor.  Cr«(Jit  Ca'd  Ask  tw  dejaiH 
atpar  ttC'pating  CanorxteJUersanO  f^rajiCfS'.. 
Avaifable  ooiy  in  i/s  '  /f 


For  more  information,  call  toll  free1-800-OK  CANON.  Or  write  Canon  U.S.A..  IncyPO.  Box  3900.  Peoria.  IL61614  (?J  1989  Canon  US  A:.  *nc:. 


INTERNATIONAL 
CO-OPERATION  A  STEP 
IN  THE  RIGHT  DIRECTION 


ENI  Group  companies  are  moving  in  this  direc- 
tion in  all  continents  of  the  world.  More  than 
one  third  of  the  Group's  total  revenue  now 
comes  from  contracts  awarded  outside  Italy. 
In  view  of  their  advanced  technological  con- 
tent, activities  under  these  contracts  are  being 
incorporated  in  the  industrialization 
programmes  of  many  countries,  t_|a 
helping  Italian  products  to  penetrate  ' 


the  markets.  ENI  Group  companies  are  involv- 
ed in  the  energy  sector,  as  well  as  in  the 
chemical  industry,  engineering  and  services, 
mechanical  manufacturing,  textile  machinery 
and  metallurgy.  In  some  sectors,  such  as  engi- 
neering and  services  and  mechanical  manu- 
facturing, Group  companies  are  de- 
voting most  of  their  time  to  interna- 
tional projects. 


lip  AgipPetroUi  Snam  Agipcoal  Samim  EoiChem  Snamprogetti 
Saipem  NuovoPignone  Savio  Sof id  Terf m  Enii  Unit  Holdimg 


Ente  Nazionale  Idrocaiburi  -  Main  office:  Piazzale  Enrico  Mattei  1,  00144  Rome  (Italy),  -  Telephone  (06)  59001  -  Telex:  610082  -  610086 


^  eo  Melamed,  chairman  of 
the  Chicago  Mercantile  Ex- 
change's executive  commit- 
tee, thought  the  worst  was 
i  over.  It  seemed  as  if  the 
k  futures  industry  finally  had 
^  stemmed  the  tide  of  criti- 
^1  cism  over  its  perceived  role 
I  in  the  1987  stock  market 
.  Then,  wham.  The  Federal  Bu- 
of  Investigation  revealed  in  Janu- 
[lat  it  had  secretly  put  four  agents 
)rk  on  the  floors  of  the  Merc  and 
'hicago  Board  of  Trade.  Over  the 
e  of  a  two-year  undercover  inves- 
on,  the  agents  apparently  caught 
s  of  exchange  members  cheating 
imers  and  violating  commodity 
to  cover  losses.  Suddenly  the  in- 
y  was  on  the  defensive  again, 
lamed,  57,  now  must  try  to  re- 
confidence  in  the  Merc.  His  first 
:  setting  up  a  task  force  to  exam- 
wide  range  of  practices.  The  task 
may  suggest  eliminating  dual 
ig,  in  which  exchange  members 
for  their  own  accounts  as  well  as 
mers'.  It's  also  considering  ways 
iprove  documentation  of  trades, 
t  might  propose  such  market  sur- 
nce  as  on-floor  cameras. 
J  task  force,  which  Melamed  is 
ng,  is  expected  to  report  its  find- 
;his  spring.  "If  changes  are  neces- 
to  strengthen  the  real  underlying 
ices  so  there's  no — or  little — 
;e  of  wrongdoing,  we  will  make 
jes,"  Melamed  vows. 

::;ertainly  is  suited  to  shake 
s  up:  He's  direct,  -often  abrasive, 
ever  short  of  energy.  He  has  also 
d  a  starring  role  in  the  Merc's 
opment  over  the  years.  He  found- 
e  exchange's  International  Mone- 
Market  in  1972,  essentially  creat- 
lie  financial  futures  industry  and 
ig  the  Merc  one  of  the  world's  top 
rs  in  futures  trading.  It  is  now 
ome  of  Eurodollar  and  currency 
es  as  well  as  the  most  successful 
-index  futures  contract,  the  Stan- 


StUNG  by  a  TWO-YEAR 
FBI  UNDERCOVER 
OPERATION,  THE 
CHICAGO  MERC  NOW 
MUST  PUT  ITS  HOUSE  IN 
ORDER.  BUT  MELAMED 
CAN'T  FORGET 
HIS  OTHER  GREAT 
CHALLENGE: 
COMPETITION  FROM 
INNOVATIVE  FOREIGN 
FINANCIAL  EXCHANGES 


dard  &  Poor's  500.  Melamed,  who  also 
runs  a  clearing  firm  called  Dellsher  In- 
vestment Co.,  previously  received  only 
a  small  stipend  for  his  role  at  the  Merc. 
But  last  year  the  exchange  rewarded 
him  with  an  annual  salary  of  $500,000. 

Melamed's  other  great  challenge  is 
global  competition.  While  the  Chicago 
exchanges  continue  to  dominate  world- 
wide volume  in  futures,  with  a  707' 
market  share,  exchanges  in  London 
and  Tokyo  are  feverishly  developing 
new  futures  products  and  distribution 
systems.  To  meet  the  competition  head- 
on,  Melamed  has  been  forging  domes- 
tic and  foreign  liaisons.  Teaming  up 
with  Reuters,  the  Merc  is  about  to  of- 
fer an  off-exchange,  computerized 
trading  system.  The  system,  called  Glo- 
bex,  is  designed  to  accommodate  Merc 
customers  abroad.  Now,  Melamed  has 
to  make  sure  the  Merc's  internal  prob- 
lems don't  derail  those  plans. 

By  Kathleen  A.  Behof  in  Chicago 


LEO  MELAMED 
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"There's  no  great  mystery  to  satisfying  your  customers. 
Build  them  a  quality  product  and  treat  them  with 
respect.  It^  that  simple:' 


THE  CAR  BUYER'S  BILL  OF  RIGHTS 


<SAnSF»CTION 
IS  YOUR 
RIGHr 

irysler  Motors  cars  have  the  highest  Customer  Satisfaction 
f  any  American  car  company  two  years  running  for  overall 
product  quality  and  dealer  service. 

rysler  believes  Satisfaction  is  a  right.  It's 
1  opinion,  not  a  promise,  but  a  right.  And 
delivering  on  that  right, 
r  two  years  in  a  row,  Chrysler  products 
Chrysler  service  were  rated  superior 
ill  to  Ford  and  GM  product  quality  and 
r  service.  * 

d  what  was  most  impressive,  the  ratings 
from  you-the  people  who  buy  the  cars- 
istomen  The  final  judge  and  jury  of 
s  right,  what's  wrong. . .what's  good  and 
s  bad. 

rysler  was  the  best  of  any  American  car 
•any  In  a  recent  survey  J.  D.  Power  and 
ciates,  one  of  the  most  respected 
irch  organizations  in  the  industry, 
:ioned  over  25,000  owners  of  1987  model 
inger  cars  on  product  quality  and  dealer 
ce.  The  results  show  that,  once  again, 
sler  owners  had  a  higher  level  of 
•action  for  their  cars  than  Ford  and  GM 
rs  had  for  theirs. 

d  to  this  the  fact  that  Federal  Govern- 
records  show  that  Chrysler's  passenger 
have  the  lowest  average  safety  recall 
d  of  any  American  car  company  over  the 
^    last  9  years.  And  over  the  last  5 
IN  0UA1.ITV  years,  a  lower  safety  recall  record 

r  and  Associates  1988  CSI  Customer  Satislaclion  with  Product  Quality  and  Dealer 
'86-'87  domestic  cars  "Based  on  domestic  passenger  cars  registered  lor  the  80 
3  model  years  and  imports  registered  lor  84  through  '88  model  years  t7/70  on  all 
'lican-built  vehicles  See  limited  warranty  at  dealer  Restrictions  apply 
IP  FOR  SAFETY 


than  such  prominent  imports  as  BMW, 
Porsche  and  Volvo.** 

At  Chrysler  we  know  that  Quality  is  your 
right.  Satisfaction  is  your  right.  And  so  is 
Protection  your  right.  That's  why  Chrysler 
puts  their  warranties  where  their  quality  is.  In 
cars  with  the  longest  powertrain  protection  in 
;        the  industry  7  years  or  70,000  miles.  Plus  7 
years  or  100,000  miles  against  outer  body 
rust-through! 

The  lowest  safety  recall  record,  the  longest 
powertrain  warranty  and  the  highest 
customer  satisfaction. 

Chrysler. . .  and  every  Dodge,  Chrysler, 
Plymouth,  Jeep  and  Eagle  dealer . .  believe  it's 
their  job  to  satisfy  your  needs.  They  have  the 
obligations. . .  you  have  the  rights. 

^SATISFACTION  IS  YOUR  RIGHT.  AND  WE 
INTEND  TO  SEE  THAT  YOU  GET  IT." 


K  a  CHRYSLER 
W  MOTORS 

DOE>GE  TRUCKS  *  «IEE  . 


MICHAEL  MILES 


raft  Inc.  always  used  to 
set  aside  some  time  for 
social  activities  at  its 
worldwide  managers' 
meetings.  But  as  the 
company's  No.  2  man, 
Michael  A.  Miles  would 
have  none  of  that.  While 
his  colleagues  headed 
out  to  the  golf  course  or  the  tennis 
courts,  recalls  a  former  executive, 
Miles  invariably  went  to  his  room  to 
read  a  book,  nap,  or  work. 

Those  private  moments  will  be  much 
harder  to  come  by  this  year.  Miles,  49, 
now  must  mesh  Glenview,  (Ill.)-based 
Kraft,  which  Philip  Morris  Cos.  bought 
for  $12.5  billion  in  December,  with  PM's 
giant  General  Foods  Inc.  Combined 
1988  sales  of  the  two  heavyweights  hit 
$22.5  billion.  Put  another 
way,  they  captured  10(t  of 
every  U.  S.  dollar  spent 
on  packaged  foods. 

The  new  president  and 
chief  operating  officer  of 
Philip  Morris'  food  em- 
pire first  has  to  get  a 
handle  on  his  domain:  It 
includes  101,000  employ- 
ees. 200  plants,  70  distri- 
bution centers,  and  a 
$200  million  research  and 
development  program. 
Pinpointing  where  to 
make  cuts  and  what  to 
invest  in  should  keep  him 
plenty  busy.  But  Miles 
must  also  turn  his  imme- 
diate attention  to  a  num- 
ber of  hot  spots. 

Tops  on  the  list  of 
problem  products  are 
Post  cereals,  Kraft  salad 
dressings,  and  especially 
Maxwell  House  coffee, 
which  lost  money  last 
year  when  it  was  not  un- 
der the  General  Foods 
i;.sA  banner.  Miles  also 
isn't  satisfied  with  the 
margins  realized  by 
Kraft's  institutional  food- 


Melding  kraft  and 
general  foods— philip 
morris'  two  huge 
food  subsidiaries— 

and  revving  up 
lagging  brands  will 
require  some  real 
marketing  magic 
from  the  new  boss 


service  business.  And  fierce  competi- 
tion assures  a  constant  stream  of  new 
challenges.  In  the  hotly  contested  may- 
onnaise market,  for  example,  CPC  Inter- 
national Inc.  recently  stole  a  march  on 
Kraft  with  its  new  cholesterol-free 
mayo  under  the  Best  Foods  and  Hell- 
mann's  labels. 

AT  LEAST  Miles  has  some  experience 
with  troubled  brands.  First  as  senior 
marketing  vice-president  of  Heublein 
Inc.,  then  as  chairman.  Miles  revived 
the  company's  Kentucky  Fried  Chicken 
chain.  Later,  at  Kraft,  the  former  ad- 
man's canny  marketing  put  muscle 
back  into  sales  of  such  products  as 
cheese  and  mayonnaise.  Capitalizing  on 
the  trend  toward  more  healthy  foods, 
he  has  introduced  low-cholesterol  and 
low-fat  versions  of  many 
products,  including  Par- 
kay  margarine.  He  also 
championed  new  prod- 
ucts— 350  between  1986 
and  1988.  Marketing  mus- 
cle meets  new-product  ex- 
pertise in  his  latest  pro- 
fessional passion:  brand 
cross-fertilization.  For  ex- 
ample. Miles  is  teaming 
Kraft's  ice-cream  brand 
and  its  jelly-making  expe- 
rience to  launch  a  line  of 
Breyer's  premium  fruit 
preserves. 

Now  Philip  Morris  is 
counting  on  him  to  kick- 
start  its  plodding  General 
Foods  USA  unit,  where 
1989  sales  are  predicted 
to  rise  only  half  as  much 
as  Kraft's.  To  keep  him 
from  leaving  for  a  com- 
petitor, PM  has  assured 
Miles  he  will  succeed 
John  M.  Richman  as  CEO 
of  the  combined  opera- 
tions next  year.  By  then, 
spending  quiet  time  in  his 
hotel  room  should  be  a 
distant  memory. 
By  Lois  Theirien  in  Chicago 
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/lany  people  insist  on  the  best  of  both  worlds  when  it 
omes  to  financial  services.  They  want  a  bank  that  can 
ffer  traditional  excellence,  consistent  service  quality 
nd  cast-iron  security.  But  they  also  realize  that  success 
^  today's  global  financial  markets  depends  crucially 
m  an  authoritative  international  presence.  That's  why 
ley  bank  with  Credit  Suisse.  Our  solid  Swiss  virtues 
re  regularly  rewarded  with  a  triple-A  rating  from  the 


world's  most  prestigious  rating  agencies.  At  the  same 
time  we  are  also  a  premier  player  in  the  world's  finan- 
cial markets.  Credit  Suisse's  activities  are  closely  co- 
ordinated with  those  of  the  global  investment  banking 
group,  CS  First  Boston,  Inc.  International  strength 
backed  by  Swiss  tradition  means  that  Credit  Suisse 
can  offer  you  the  best  of  both  worlds. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


■  (Head  Office)  ■  Abu  Dtiabi  ■  Atlanta  ■  Beijing  ■  Bogota  ■  Buenos  Aires  ■  Cairo  ■  Calgary  ■  Caracas  ■  Chicago  ■  Frankfurt  ■  Gibraltar  •  Guernsey  ■  Hong  Kong  ■  Houston  •  Johannesburg  ■  London 
-ngeles  •  Luxembourg  ■  Manama  (Bahrain)  ■  tvlelbourne  Ivlexico  City  ■  Miami  ■  Monte  Carlo  ■  Montevideo  Montreal  ■  Munich  •  Nassau  (Bahamas)  ■  New  York  •  Nuremberg  Osaka  ■  Pans 
Rio  de  Janeiro  ■  San  Francisco  •  Sao  Paulo  •  Singapore  ■  Stuttgart  •  Tehran  Tokyo  •  Toronto  -  Vancouver 


What  number  did  the 
telephone  company  call  to  cut 
DBMS  development  costs? 


ISli 

mmmmm^. 

1-800-345-DBMS. 


Our  transaction  processing  production  systems 
made  application  development  expensive 
and  time  consuming.  So  we  adopted  ORACLE® 
as  our  standard  RDBMS  to  run  in  our  IBM  main- 
frame environment,  and  we  run  it  on  PCs  as  well. 
ORACLE  offered  us  more  flexibility  and  capability, 
so  we  can  now  react  much  more  quickly  to  our 
application  needs." 

John  McKee,  manager  of  applications. 

US  West  Advanced  Technologies '  MIS  Division 

When  regional  Bell  operating  company  US  West 
decided  to  standardize  on  a  relational  database,  they 
chose  ORACLE.  Developing  their  applications  on  inex- 
pensive PCs  in  a  Local  Area  Network  allows  them  to 


run  tested  and  debugged  applications  on  any  computer— 
from  PC  to  workstation  to  mini  to  mainframe. 
Who  is  Oracle? 

Oracle  is  the  world's  largest  DBMS  company 

ORACLE  is  the  only  software  product  in  history  that 
has  been  a  success  on  mainframes,  minicomputers  and  PCs. 

Oracle  is  the  number  one  major  software  company 
in  customer  satisfaction. 

ORACLE  is  the  world's  fastest  relational  database 
management  system. 

All  of  which  are  reasons  why  you  should  call  today  to 
reserve  a  seat  in  the  next  Oracle  Management  Briefing  in 
your  area.  We'll  make  sure  you  don't  get  a  wrong  number. 


ORACL 


Copynghl  ©  1989  by  Oracle  Corporation 
ORACLE  IS  a  registered 
trademark  of  Oracle  Corporation 
Other  companies  mentioned  own  numerous 
registered  trademarks  trsa 


COMPATIBILITY  •  PORTABILITY  •  CONNECTABILITY 

Call  1-800-345-DBMS,  ext.  8337  today. 


20  Oavis  Drive,  BelmonI,  CA  94002  •  World  Headquartets 
(4151 598  8000  •  ORACLE  Canada  1800)  387  4407  (except 
Quebec)  •  Quebec  (5141 33  7  0  755  •  ORACLE  Syslems 
Australia  61  2  959  5080  ■  ORACLE  Europe  44  1  948  691 1  • 
ORACLE  Syslems  Hong  Kong  852  5  266846 


ou'd  think  Boeing  Chair- 
man Frank  A.  Shrontz 
would  be  on  easy  street.  A 
$54  billion  order  backlog 
will  keep  Boeing  plants 
humming  into  the  mid- 
1990s  and  send  its  earnings 
up.  Yet  the  giant  plane- 
maker  suffers  from  an  em- 
larrassment  of  riches.  Customers  are 
uming  over  production  delays  on  the 
lew  747-400  jets  they've  ordered.  And 
a  the  clamor  over  air  safety,  Boeing 
]o.  has  come  under  intense  scrutiny 
rom  regulators  and  the  traveling  pub- 
ic. Shrontz'  biggest  challenge  is  ensur- 
ng  that  the  No.  1  planemaker  keeps  its 
eputation  for  quality  and  safety. 

The  pressures  on  the  composed  and 
irbane  Shrontz,  57,  come  just  as  earn- 
ngs  are  taking  olT.  Thanks  to  a  five- 


Boeing  can't  keep  up 
with  demand, 
so  its  boss  must 
boost  production 

and  protect 
its  reputation  for 

quality— as 
questions  mount 
over  the  safety  of 
older  planes 


year  buying  binge  by  airlines,  the  Seat- 
tle company's  profits  are  expected  to 
jump  507'  this  year,  to  $918  million,  on 
a  297'  gain  in  revenue,  to  $22  billion. 
Profits  next  year  should  rise  257,  and 
revenues  17.  "We  have  plenty  of  busi- 
ness," says  Shrontz,  a  30-year  Boeing 
veteran.  "Our  big  job  is  to  execute." 

BIG  JOB  IS  RIGHT.  Shrontz  will  have 
his  hands  full  getting  747  production 
back  on  schedule.  Because  the  compa- 
ny is  overconmiitted,  it's  running  sev- 
eral months  behind  in  delivering  the 
jumbo  jets — Boeing's  first  missed  de- 
liveries in  20  years.  The  company's  top 
brass  is  busy  negotiating  concessions 
with  irate  airlines. 

Employees  are  none  too  happy,  ei- 
ther. Boeing  has  increased  its  work 
force  S37'  in  the  past  five  years,  to 
155,000,  but  it's  still  so  short  of  man- 
power that  it  took  the  unusual  step  in 
early  March  of  "borrowing"  760  Lock- 
heed Corp.  workers  for  its  747  produc- 
tion line.  When  labor  negotiations  start 
this  fall,  Boeing's  unions  will  grouse 
most  about  excessive  overtime. 

As  production  pressures  increase, 
Shrontz  will  have  to  be  more  vigilant 
about  safety  and  quality.  Boeing's  im- 
age has  slipped  because  of  miswirings 
and  plumbing  problems  on  59  of  its  jets 
and  several  crashes  involving  its 
planes.  Although  investigators  may  ex- 
onerate Boeing,  the  Federal  Aviation 
Administration  has  stepped  up  its  over- 
sight of  production  and  quality  control. 

Shrontz'  problems  on  the  military 
side  are  more  commonplace:  Business 
is  just  too  slow.  And  while  the  former 
Assistant  Defense  Secretary  would 
love  to  restore  profitability  to  Boeing's 
military  transport  business,  which  last 
year  lost  an  estimated  $60  million, 
shrinking  defense  budgets  may  block 
his  way.  Defense  and  space  will  proba- 
bly drop  to  227f  of  Boeing's  sales  by 
1991,  from  29%  last  year.  In  the  face  of 
numbers  like  that,  Boeing's  backlog 
doesn't  look  so  bad  after  all. 

By  Maria  Shao  in  Seattle 


FRANK  SHRONTZ 
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To  HELP  PULL  CBS 

OUT  OF  THE 
PRIME-TIME  CELLAR, 
HE'S  GIVING  HIS 
CREATIVE 
PEOPLE  FREER  REIN. 

BUT  HE  SAYS  THE 
'TIFFANY  NETWORK' 
WON'T 
DESCEND  TO  TRASH  TV 


Howard  Stringer,  president 
of  CBS/Broadcast  Group, 
is  walking  a  tigiitrope. 
He's  supposed  to  pull  CBS 
out  of  the  four-year  de- 
cline that  sent  it  into 
third  place  in  the  prime- 
time  ratings  race — argu- 
 A  ably   the   most  difficult 

job  in  television.  And  he's  working 
without  a  net:  Since  CEO  Laurence  A. 
Tisch  sold  the  company's  music  and 
publishing  operations,  CBS  Inc.  draws 
virtually  all  of  its  $2.8  billion  in  reve- 
nues from  the  network  and  the  five 
stations  that  it  owns  and  operates  un- 
der Stringer's  supervision. 

As  Stringer  sees  it,  the  network's 
biggest  problem  has  been  morale.  Af- 
ter years  of  management  upheaval, 
restructuring,  and  firings,  its  creative 
people  are  afraid  to  put  their  necks  on 
the  line.  So  Stringer  promises  to  stick 
with  new  ideas  longer  than  his  prede- 
cessors did. 

Although  he  has  no  background  in 
entertainment,  the  47-year-old  Stringer 


has  the  credentials  to  lead  a  campaign 
designed  to  turn  the  network  around. 
He  became  a  master  of  Black  Rock's 
often  brutal  politics  in  his  23  years  at 
CBS  News,  the  division  he  headed  until 
his  promotion  six  months  ago.  And  he's 
a  true  believer  of  the  company  line 
about  quality  programming.  'The  audi- 
ence isn't  stupid,"  he  says.  "If  the  pub- 
lic relates  a  network  to  satanism,  sex, 
and  rock  'n'  roll,  then  the  whole  net- 
work suffers.  This  little  box  is  a  mem- 
ber of  the  family." 

THE  BELEAGUERED  network  head 
knows  that  he  can't  afford  to  sound 
too  pious,  though:  Many  Hollywood 
producers  and  stars  still  recall  CBS'  ar- 
rogance from  the  days  when  the  "Tif- 
fany network"  dominated  the  market. 
Several  top  producers  decided  to  take 
their  programs  elsewhere. 

Now,  Stringer  desperately  needs  the 
creative  people  to  provide  him  with 
new  hits.  CBS'  top  shows — such  as 
Ncivhart  and  Falcon  Crest — are  old 
and  fading.  Most  of  the  network's  new 


programs  this  season  were  dead  on  ar 
rival,  including  sitcoms  from  Dick  Van 
Dyke  and  Mary  Tyler  Moore.  Stringer 
recently  suffered  a  setback  in  news 
when  60  Minutes  correspondent  Diane 
Sawyer  jumped  to  ABC. 

But  there  are  hopeful  signs.  The 
smash  miniseries  Lonesome  Dove 
showed  that  CBS  can  still  draw  huge 
audiences.  The  network  also  has  had 
some  success  reinvigorating  the  rat- 
ings of  some  older  soap  operas  in 
prime  time,  such  as  Dallas  and  Knot. 
Landing.  And,  much  to  the  skeptics 
surprise,  CBS'  new  Pat  Sajak  Show  is 
drawing  respectable  ratings  against 
NBC's  mighty  Johnny  Carson. 

Stringer  has  helped  his  cause  by 
charming  the  rich  and  famous  of  Holly 
wood.  After  several  meetings  with 
Angela  Lansbury,  he  persuaded  the 
actress  to  stay  for  at  least  one  more 
year  in  CBS'  only  top-10  entertainment 
show.  Murder,  She  Wrote.  It  was 
minor  coup.  But  now  Stringer  needs  to 
find  more  shows  that  are  worth  saving 
By  David  Licbcrmau  in  New  York 


HOWARD  STRINGER 
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In  South  Carolina, 
¥)ur  Business  Can 
me  Off  In  All 
Directions 


INTERSTATE  \  /INTERSTATE 


OUTH  CAROLINA    \  SOUTH  CAROLINA    \  §    SOUTH  CAROLINA  I    SOUTH  CAROLINA  f    SOUTH  CAROLINA 
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We  mean  that  literalh'.  Nearly  two- 
tliirds  of  all  major  markets  in  the  U.S. 
are  within  750  miles  of  our  borders. 
And  you  can  reach  them  via  one  of  the 
nation's  best  integrated  transportation 
networks:  five  interstate  higliways, 
tliree  seaports,  six  commercial  pur- 
ports and  two  major  rail  ciirriers. 

South  Carolina  olfers  an  abundance 
of  new  incentives  to  help  your  business 
take  off.  Examples:  A  five-year  exemp- 
tion from  county  ordinary  property 
taxes  for  new  or  expanded  facilities 
with  investments  of  S5(),()()()  or  more. 
And  the  option  to  negotiate  with 
counties  a  fee  in  lieu  of  propert)-  taxes 
for  investments  over  S85  million. 
Michelin  and  Union  Camp  are  two 
major  companies  that  recenth'  ha\'e 
taken  ad\'antage  of  these  new  incen- 
tives. South  Carolina  also  will  train 


\()ur  workers  at  little  or  no  cost  to  you 
througli  our  state-supported  technical 
education  s'\^tem. 

In  South  (Carolina,  you'll  enjo\'  a 
qualit}'  of  life  that  ob\1ously  agrees 
with  both  management  and  work  force. 
I\Thaps  that's  why  we  ha\'e  the  higliest 
le\  els  of  productivity'  and  lowest  levels 
of  work  stoppage  in  the  nation. 

We'll  do  evervtliing  we  can  to  help 
>  ()ur  business  take  off  in  new  direc- 
tions. Please  contact:  Wayne  L.  Sterling, 
(LI.D.,  Director,  South  Carolina  State 
Development  Board,  Suite  7003, 
PO.  Box  927  Columbia,  SC  29202. 
Phone  (803)  737-0400  or 
FAX  (803)  737-0418. 

SouthCarc)lina 


itly,  an  information  management  revolution 
red  at  the  University  of  Wisconsin-Stevens 
Dan  Goulet  from  the  University  and  Jim 
lari  of  AT&T— campus  radicals  of  a  different 
-explain  how  they  were  able  to  realize  a  bold 
jmplex  vision. 


im:  I  remember  the  first  day  we 
You  had  been  around  the  block  a 
times,  but  weren't  getting 
mswers  you  needed. 
Dan:  We  wanted  to  create  a 
]ue  educa- 
environ- 
it:  a  f ree- 
ling on- 
computer  campus.  We  had  a 
m,  and  we  were  looking  for 
eone  to  help  build  it. 
im:  A  distributed  networked 
iputing  solution,  that's  what  we'd 
it  now:  a  way  to  process,  move 
manage  information  effec- 
ly,  throughout  a  widespread 
nization. 

Dan:  We  talked  to  many  comput- 
endors  before  you.  We  got  tired 
escribing  what  we  needed,  so  we 
V  it.  That  graphic  was  about  13 


on  AT&T  3B2s,  DEC,  UNISYS  and 
other  hosts  located  in  all  the  depart- 
ments. 'We  put  on-  and  off-ramps  in 
strategic  locations:  StarLAN  networks 
that  gave  access  to  the  highway  from 
workstations. 

Dan:  We  designed  everything 
from  the  user  perspective.  The  more 
technically  remarkable  the  system 
became,  the  harder  we  worked  to 
make  it  approachable. 


These  men 
started  a  revolution 
on  campus. 


Jim:  It's  mind-boggling  how  much 
computer  power  is  out  there.  We 
wanted  to  harness  it  all,  yet  give  a 
piece  to  ever\'  individual. 

Dan:  A  truly  distributed  network, 
one  we  don 't  think  we  11  ei  'er  outgrow. 
We've  added  300  WGS  workstations 
in  the  last  five  months. 

Jim:  Dan,  where  in  the  world  is 
that  wallpaper  today? 

Dan:  We  had  it  bronzed.  Today, 
so  many  colleges  and  businesses 
really  need  a  similar  solution. 
That's  probably  why  we've  had 
so  many  visits  from 
them  lately 

Jim:  Little 
did  we  know 
back  then,  when  we  first  met. 

Dan:  Ob,  something  tells 
me  you  had  a  hint. 


im:  More  like  twenty  The  chart 
ved  every  information  resource 
ampus  linked  together,  accessible 
tudents,  faculty  and  administra- 
.  It  became  the  wallpaper  in  my 
:e  for  fifteen  months. 
Dan:  It  was  like  a  blueprint  for  a 
I  superhighway. 

im:  We  put  our  ISN  wide-area  net- 
k  at  the  center— like  an  inter- 
ige— and  built  fiber  and  twisted- 
data  lanes  to  applications  running 


Jim:  Easy  for  novices,  powerful 
enough  for  programming  students. 

Dan:  We  developed  a  menu- 
driven  user  interface  that  is  consistent 
and  clear  Students  and  faculty  can 
select  applications  like  checking  spell- 
ing, transmitting  course  grades,  even 
browsing  through  the  on-line  card  cat- 
alog of  1.5  million  books  at  the  Univer- 
sity of  Wisconsin-Madison.  We  wanted 
desktop  power  and  access,  but  we 
wanted  to  process  information  where 
it  made  the  most  sense. 

Jim:  Thinking  back,  we  realized 
early  that  the  complexity  of  your 
vision  precluded  a  single-system 
focus.  You  needed  open  systems. 

Dan:  You  were  really  the  only 
ones  that  understood  this  point.  Open 
systems  allow  us  to  use  off-the-shelf 
components;  vendors  have  to  bid 
against  each  other  to  get  our  business. 
Open  systems  are  the  secret. 


The  Stevens  Point  Solution: 


THE  CHALLENGE: 


J 


Create  a  distributed  computing  revolu- 
tion; link  the  campus  into  an  integrated 
information  resource  open  to  every  user. 
THE  SOLUTION 

AT&T  3B2  computers  support  a  tiuiltitude 
of  UNIX*  System  V-ba.sed  applications 
AT&T  StarLAN  connects  AT&T  WGS 
computers,  a  variety  of  micros,  and  hosts 
together  The  AT&T  Information  Systems 
Network  (ISN)  is  cver\-  c;impus  user's  gate- 
way to  all  cotnputer  resources. 

THE  RESULT 

Stevens  Point  ha.s  been  designated  a  Cen- 
ter of  Excellence  for  Distributed  Aca- 
demic Computing  by  the  Board  of 
Regents  for  the  entire  University  of  Wis- 
consin system.  The  majority  of  the  9000 
students  on  campus  regularly  use  the  net- 
work for  coursework  and  homework. 
Faculty  have  integrated  computing  into 
41%  of  their  coursework. 

Call  your  AT&T  Account  Executive,  an  AT&T 
Authorized  ReseUer,  or  1  800  247-1212,  Ext.  156. 


DEC  IS  a  registered  irademark  of  Digital  Equipmeni  Corp  LMX  is  a  registered  trademark  of  AT&T  in  the  U  s  and  other  countries  ©wm  AT&T 


AT&T 

The  right  choice. 


enry  Ford  II  once  pro- 
claimed that  there  were 
"no  princes"  at  the  com- 
pany that  bore  his  name. 
But  he  never  said  any- 
thing about  the  men  who 
would  be  kings.  His  son, 
V  Edsel  B.  Ford  II,  has 
^  emerged  as  a  clear  pre- 


tender to  the  throne — in  this  case,  to 
Donald  E.  Petersen's  job  as  chairman. 

In  early  January,  nearly  a  year  after 
Edsel,  40,  and  his  younger  cousin,  Wil- 
liam C.  Ford  Jr.,  joined  the  auto  mak- 
er's board,  Edsel  went  public  with  a 
dispute  between  himself  and  Petersen. 
Because  the  Ford  family  held  40%  of 
the  voting  stock,  it  deserved  to  be 
heard  more,  he  argued.  For  his  part, 
Petersen  is  convinced  that  the  compa- 
ny's prosperity  is  due  to  the  profes- 
sional management  that  Henry  Ford  II 
installed.  These  positions  are  just  for 
openers.  There  will  be  a  "continuing 
dialogue"  with  Petersen,  says  Edsel. 

Edsel  is  general  sales  manager  of 
Ford's  Lincoln-Mercury  Div. — six 
rungs  below  the  top  spot.  By  1990  he 
will  join  one  of  the  board  committees, 
where  the  real  decision-making  rests. 

Further  power,  though,  will  depend 
on  moving  up  the  executive  ranks.  So 
far,  he  has  been  on  the  fast  track 
through  a  range  of  jobs.  Still,  Ford 
employees  and  investors  are  watching 
to  see  if  Edsel's  next  promotion  is 
earned — or  simply  conferred. 

He  knows  only  one  way  to  prove 
himself:  work.  "I  know  I  can't  succeed 
without  putting  in  as  much  if  not  more 
time  than  the  next  guy,"  he  says.  His 
day  often  runs  11  hours. 

THAT  ALONE  MAY  NOT  be  enough, 

partly  because  the  record  he  forges  is 
not  entirely  within  his  control.  Ford's 
sales  have  been  limited  by  capacity  for 
several  years,  and  production  re- 
sources are  rationed.  If  Lincoln-Mercu- 
ry wants  to  make — and  sell — more 
cars,  the  Ford  Div.  will  have  to  settle 
for  making — and  selling — fewer.  That 


With  his  name  on 
the  building  at  ford 

MOTOR,  H.  F.  II's  SON 
IS  ON  A  FAST  TRACK. 
BUT  AT  ODDS  WITH 
FORD'S  MANAGERS 
OVER  BOARD 
INFLUENCE  AND  FACING 
CHALLENGES  IN  HIS  JOB, 
HE'S  NO  SHOO-IN  TO 
SUCCEED  TO  THE 
EXECUTIVE  SUITE 


hasn't  happened.  While  Ford  Div.'s: 
share  of  the  U.  S.  car  market  rose  23%l 
over  the  last  two  years,  Lincoln-Mercu- 
ry Div.'s  share  climbed  only  8%. 

Yet  Edsel  can't  grab  more  corporate 
clout  for  his  division  unless  deman 
picks  up,  and  the  division's  marketin 
has  sputtered.  Bowing  to  its  dealers,; 
Lincoln-Mercury  dropped  the  "Where! 
Comfort  and  Control  are  One"  ad  cam-^ 
paign  in  February,  a  scant  three 
months  after  it  was  launched.  In  its 
place,  it  resurrected  the  prowling  cou- 
gar. The  Cat,  the  division's  third  na-j 
tional  ad  campaign  in  less  than  a  year,; 
hadn't  been  used  nationally  since  1979. 

In  his  eulogy  at  his  father's  funeral 
in  1987,  Edsel  said,  "We  who  are  left 
have  inherited  the  responsibility  to  car- 
ry on. . . .  It  is  a  responsibility  of  love 
and  destiny."  Edsel's  performance  at 
Lincoln-Mercury  will  determine  wheth- 
er it  indeed  is  his  destiny. 

By  James  B.  Treece  in  Dearborn,  Mich. 


EDSEL  FORD 
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That's  why  our  relationship  banl<- 
I  rs  make  your  business  their  business, 

very  day  And  why  First  Chicago 

as  more  specialized  industry  experts 
'  nan  any  other  bank.  We  know 

le  right  talent  makes  success  ah 

lost  automatic 

\  In  Retailing,  we're  known  for 
I  laking  the  big  plays:  First  Chicago 
I  D-agented  the  recent  Kroger  $5.6 
\  illion  management  recapitalization 
lat  successfully  restructured  the 
ompany  Kroger  needed  a  commit- 
lent  in  five  days  -  and  they  got  it 


we  followed  that  with  an  aggressive 
syndication  to  40  banks  that  was 
funded  in  less  than  three  weeks. 

In  the  Insurance  market  we  know 
it  takes  more  than  our  strength  in 
cash  management  to  serve  this 
industry  today  We  have  applied  our 
expertise  to  leveraged  acquisitions 
and  the  development  of  surplus 
relief  solutions  with  commitments 
in  excess  of  $2  billion.  You  won't  find 
a  more  experienced  team  at  any 
bank  anywhere. 

Our  Electric  and  Gas  specialists 


know  how  to  make  tough  deals  done 
deals.  As  agent  and  lead  manager 
we  were  the  key  players  in  a  relation- 
ship, engineering  and  syndication 
team  that  arranged  the  largest  co- 
generation  power  plant  financing 
in  history-  Consumers  Power  Com- 
pany's $650  million  Midland  Cogen- 
eration  Venture. 

For  more  than  a  dozen  specialized 
industries,  we've  got  the  right  talent 
at  every  position.  Give  us  a  shot, 
we've  earned  a  reputation  for  making 
it  happen. 


IN  CHICAGO.  WE  PUT  OUR  REPUTATION 
ON  THE  UNE  EVERY  DAY. 


Performance  has  always  been  a  Chkago  tradition. 
@  FIRST  CHICAGO 


CHARLES  CORRY 


s  behind-the-scenes  ad- 
viser to  USX  Chairman 
David  M.  Roderick  for  a 
decade,  Charles  A. 
Corry  helped  transform 
the  once-shaky  steel 
company  into  a  $17  bil- 
ion  giant  with  a  huge 
stake  in  energy.  He  and 
Roderick  sold  billions  in  underperform- 
ing  assets,  slashed  employee  rolls,  and 
cut  steel  capacity  by  46%.  As  a  result, 
last  year's  profits  soared  nearly  four- 
fold, to  $756  million.  Now,  with  the 
company  on  much  better  footing  and 
Roderick  set  to  retire  in  May,  Corry, 
57,  finally  gets  to  step  into  the  spot- 
light and  run  USX  Corp.  himself.  Sound 
like  the  ideal  job?  Not  exactly. 

To  establish  the  former  U.  S.  Steel 
Corp.  in  the  energy  busi- 
ness, Roderick  piled  on 
debt  and  used  new  stock 
to  make  $10  billion  worth 
of  acquisitions  in  seven 
years.  As  a  result,  the 
company's  long-term 
debt-to-capital  ratio  is 
45%.  "We  have  too  much 
debt"  for  a  company  de- 
pendent on  "two  high- 
risk,  volatile,  capital-in- 
tensive businesses," 
Corry  concedes.  Over  the 
next  two  years  he  plans 
to  use  asset  sales  and 
USX's  lush  cash  flow  to 
slash  debt  by  31%  ,  to  $4.3 
billion.  Corry  says  he  will 
also  spend  billions  to 
build  the  energy  unit  and 
modernize  steel  mills. 
And  he  may  spin  oft"  19% 
of  his  steel  business, 
which  should  boost  USX's 
stock  price. 

That  might  help  Corry 
solve  another  of  his  prob- 
lems. USX  stock  trades 
around  31,  well  below  the 
company's  estimated 
breakup  value  of  as 
much  as  $50  a  share.  Un- 


He  wants  to  pay  off 

several  billion 
dollars  of  usx  debt 
over  the  next  two 
years.  but  to  avoid 

attacks  from 
raiders  he  must  also 
keep  the  stock  price 
from  falling 


til  Corry  closes  that  gap  he  will  have  to 
worry  about  takeover  attempts. 

The  biggest  threat  comes  from  raid-  ifi-'iM 
er  Carl  C.  Icahn,  who  has  owned  11%    ,  ,, 
of  USX  since  1986.  Roderick  has  con-  jp''. 
structed  a  relationship  of  a  sort  with  ^■n^{ 
Icahn,  occasionally  dining  with  him  in  j;. 
New  York.  Corry  has  yet  to  develop  a 
similar  rapport.  But  he  professes  not 
to  be  worried  about  a  takeover  at- 
tempt— by  anyone.  "My  job  is  to  man- 
age assets  intelligently,"  he  says.  "You 
can't  fret  about  what  a  bunch  of  out- 
siders may  do." 

Corry  himself  is  the  quintessential 
insider.  From  the  University  of  Cincin- 
nati law  school  he  went  directly  to 
U.  S.  Steel,  working  30  years  mainly  in 
finance  and  accounting.  Though  short 
on  charisma,  he  earned  respect  for 
making  tough  decisions 
and  clever  acquisitions. 
In  1982,  as  Roderick's  top 
strategic  planner,  he  won 
praise  for  outfoxing  Mo- 
bil Oil  Corp.  to  snare 
Marathon  Oil  Co.  for  $6 
billion.  His  reward  came 
last  year  when  he  was 
named  USX's  president. 


I 

i 


irselfc 


ANALYSTS  EXPECT 

profits  this  year  to  rise 
19%,  to  more  than  $900 
million,  thanks  to  a 
strong  steel  market  and 
recovering  energy  prices. 
But  over  the  long  term, 
profits  aren't  guaranteed. 
Should  a  recession  hit  thejj 
steel  business,  Corry  will 
have  just  his  energy 
units — now  only  modest- 
ly profitable — to  pick  up 
the  slack.  Some  analysts 
suspect  he  may  want  to 
buy  a  third  major  busi- 
ness. Corry  says  that's 
unlikely.  His  top  priority, 
after  all,  is  reducing- 
debt — not  adding  it. 

By  Gregory  L.  Miles  in 
Pittsburgh 
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How  I  keep  my  clients  and  myself 

from  doing  time. 


A  lot  of  people  ask  me  where 
ind  time  for  everything  I'm  in- 
•Ived  with.  And  my  answer  is 
vays  the  same:  I  don't  find  time, 
nake  it. 

Proper  time  management 
s  always  been 
z  key  to  my 
ofessional      ^  ^ 


J0^ 


You  can't  overestimate  the  critical 
portance  of  time  management.  Keep 
Lirself  organized.  Take  full  advantage  of 
zry  waking  hour.  Eliminate  "dead  time" 
working  whenever  possible.  On  the  bus 
1  the  plane.  In  your  car.  Wherever. 


have  it  typed  and  ready  to 
go  by  the  next  day.  Why,  I 
can  even  leave  a  message 
for  an  associate,  or  any- 
one else  on  my  staff  And 
they're  sure  to  get  it. 
I  also  carry  my  Dictaphone 
portable  for  any  ideas  that 
come  up  while  on  the  road.  Any 
good  lawyer  has  secrets.  Tricks 
of  the  trade.  But  nothing  takes  the  place  of 
effective  time  management.  And  nothing  helps 
you  manage  your  time  more  effectively  than 


Dictaphone  equipment.  It's  one  of  the  ways  I  keep 
I  have  many  valuable  time-saving  tools:    my  clients— and  myself— from  doing  unnecessary 
/  car  phone,  my  fax,  my  lap-top  computer,    time.  Dictaphone. Time  Management, 
i  my  Dictaphone  equipment. 

i  ing  able  to  dictate  memoranda,  notes,  j    Call  1-800-433-0880 
'  ters,  and  briefs  saves  me  enormous 
lounts  of  time. 

When  I'm  on  the  road,  for  exam- 
I  can  dictate  a  letter  to  my  secretary 
y  hour  of  the  day  or  night.  Even  if 
t's  not  there,  she'll  receive  it  and 


for  more  information.  Or  mail  to: 

Dictaphone  Corporation,  3191  Broadbridge  Avenue 

Stratford,  CT  06497-2559 


Company 


III  me  *  IS  a  trademark  of  Uictaphor 
rd  A T  ©  1989  Dictaphone  Corp. 


L 


m  Dictaphone 

A  Pitney  Bowes  Company 


fhe  man  has  two  strikes 
against  him.  D.  Joseph 
Corr,  the  latest  CEO  at  Con- 
tinental Airlines  Inc.,  is  as- 
suming the  top  spot  of  a 
struggling  company  caught 
in  the  crossfire  of  a  labor 
war.  And  he's  working  un- 
 der  the  fierce  gaze  of  Texas 

Corp.  Chairman  Frank  Lorenzo, 


Air 


who  will  never  be  mistaken  for  Ameri- 
ca's best-loved  boss. 

Corr,  47,  is  feeling  the  strain.  Since 
taking  the  CEO  job  in  December,  he  has 
worked  nearly  nonstop  to  pull  Conti- 
nental out  of  its  nosedive.  Says  one 
insider  with  a  gift  for  understatement: 
"Things  are  in  urgent  need  of  improve- 
ment." In  two  years  the  carrier  has 
lost  $574  million.  And  analysts  expect 
the  company  to  lose  $50  million  more  in 
this  year's  first  quarter. 

Corr  is  stepping  into  this  morass 
with  only  three  years  of  airline  experi- 
ence. Carl  C.  Icahn  brought  him  over 
from  ACF  Industries,  a  St.  Louis-based 
leasing  firm,  and  installed  him  as  presi- 
dent of  Trans  World  Airlines  Inc.  when 
that  carrier  was  foundering.  Corr  rap- 
idly cut  costs  and  boosted  operating 
profit  sharply.  But  hovering  over  him 
now  is  Lorenzo,  who  has  hired  five 
new  Continental  CEOs  in  five  years. 

LORENZO'S  CLOUD  hangs  over  Corr 
in  another  way:  The  unions  striking 
Eastern  are  expanding  their  crusade  to 
its  sister  carrier.  Continental.  With 
leaflets  and  pickets,  they're  warning 
fliers  against  trusting  their  lives  and 
dollars  to  a  Lorenzo  company.  That 
campaign  spells  big  trouble  for  Corr. 
Continental  is  already  suffering  from 
too  many  bargain-hungry  vacationers 
and  too  few  full-fare  business  travel- 
ers. Although  its  costs  fall  about  18%' 
below  the  industry  average.  Continen- 
tal's rock-bottom  pricing  has  squan- 
dered the  advantage.  The  result:  Conti- 
nental lost  $315.5  million  last  year. 

Corr  and  his  managers  are  trying  to 
shed  the  carrier's  no-frills  image. 


CONTINENTAL'S  NEW 

CEO  IS  TRYING 
TO  SHED  HIS  CARRIER'S 
NO-FRILLS  IMAGE 
AND  ATTRACT  MORE 
BUSINESS  FLIERS. 
BUT  WILL  HE  GET 
ENOUGH  TIME 
AND  MONEY  FROM  BOSS 
FRANK  LORENZO 

TO  PULL  OFF 
A TURNAROUND? 


They've  formed  an  alliance  with  Swe- 
den's Scandinavian  Airlines  System  to 
establish  a  training  institute,  which 
will  move  among  hub  airports.  And  the 
airline  has  revamped  its  marketing  pro- 
gram to  target  the  business  flier.  Dis- 
count passengers  currently  fill  fewer 
seats  than  before  and  margins  are  up. 
Management  says  the  carrier  may 
break  even  by  June. 

But  Corr  has  to  act  fast  while  he  still 
has  cash.  Continental  has  sucked  about 
$555  million  in  cash  from  Texas  Air  to 
fund  operations  since  January,  1987.  • 
Eastern  Air  Lines  Inc.'s  bankruptcy ' 
and  a  rising  debt  load  are  certain  to 
shut  off  that  spigot.  Corr's  estimated  , 
$140  million  cash  supply  leaves  little ) 
room  for  error.  To  pull  off  a  turn- 
around, Corr  will  need  time,  money,  ;i 
and  operating  room.  But  at  Lorenzo's 
Continental,  those  commodities  seem  to 
be  in  short  supply. 

By  Todd  Vogel  in  Houston 
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JOSEPH  CORR 


THE  BUSINESS  WEEK  TOP  1000 


Maybe  it  s  time 
you  kept  an  eye 
on  alltel. 


Our  cellular  markets  give  us  the  winning  edge 
in  one  of  America's  fastest -growing  businesses. 


Cellular  phones  are  "one  of 
the  fastest -growing  and  potentially 
most  lucrative  new  industries  in 
America." 

So  said  one  of  the  country's 
leading  business  magazines  in  a 
recent  cover  story. 

We  share  that  view  and, 
through  ALLTEL  Mobile,  we're 
strengthening  our  claim  on  cellu- 
lar's  promising  future. 

We  operate  seven  systems 
and  hold  interests  in  nine  others 
in  12  states,  primarily  across  Lhe 
Sun  Belt ...  16  markets  with  3.4 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 


Assets   $2.2  billion 

Revenues  and  Sales  $1.1  billion 

Reported 

Net  Income   $125  million 

Earnings  Per  Share   $2.91 

From  Operations' 

Net  Income   $134  million 

Earnings  Per  Share   $3.13 

Dividend  Rate  $1.72 

Average  Common 
Shares  Outstanding  .  .42.3  million 


'Excludes  Onc-Timc  Ailjuslmcnls 

Ticker  Symbol  :  AT  Listed  on  the  New  York 

and  Pacific  Stock  Exelianges 

ALLTEL  Corporation,  100  E.xecutive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


million  "cellular  POPS"  (population 
times  ownership  interest). 

For  a  company  our  size,  that 
represents  a  lot  of  potential  cus- 
tomers and  gives  us  one  of  the 
best  relative  positions  in  the 
industry.  Five  to  seven  year  growth 
rates  suggest  a  substantial  impact 
on  earnings. 

Around  our  core  phone  busi- 
ness, we're  growing  non -regulated 
operations  that  help  us  out- 
perform our  peers  by  nearly  nine 
points  on  total  return.  For  a  closer 
look,  write  for  our  annual  report. 


^UXEL 

CORPORATION 

Excellence  m  Telecommunications 


DU  FONT'S  NEW 
CHAIRMAN  IS  SOFT- 
SPOKEN  BUT  TOUGH. 
HIS  FIRST  PRIORITY  IS 
TO  CHARGE  UP  A  GROUP 

OF  NEW  HIGH-TECH 
OPERATIONS,  WHERE  HE 
BELIEVES  FUTURE 
CORPORATE  GROWTH 
WILL  COME  FROM 


ith  his  warm  demean- 
or and  soft  accent, 
Edjjar  S.  Woolard  Jr. 
conies  across  as  the 
(luintessential  gra- 
cious Southerner.  But 
under  those  velvet 
gloves,  the  incoming 
chairman  of  Du  Pont 
Co.  is  said  to  have  iron  fists.  While 
running  Du  Pont's  fibers  business — 
which  he  helped  transform  into  the 
company's  most  lucrative  segment  in 
the  late  1970.S— Woolard  slashed  20'/ 
of  the  staff.  He  also  helped  slam  the 
door  on  national  unions  at  Du  Pont. 

Now  Woolard,  55,  has  an  even 
tougher  challenge.  In  taking  over  as 
chairman  in  April  he  inherits  a  $38  bil- 
lion-a-year  behemoth  that  has  spent  the 
past  decade  trying  to  kick  itself  into 
higher  gear.  Nervous  about  the  slow 
growth  of  its  major  businesses — chemi- 
cals, oil,  and  fibers — Du  Pont  has 
bought  its  way  into  high-growth  areas 
like  biomedical  products,  electronics, 
and  agricultural  jjesticides.   But  the 


new  areas  themselves  could  use  a  kick. 
Shareholders  have  soured  on  Du  Pont, 
keeping  its  stock  in  the  80s  most  of 
last  year  after  a  precrash  high  near 
120.  Only  since  Du  Pont  announced  a 
$2  billion  repurchase  plan  in  January 
has  the  stock  moved  to  near  100. 

THE  PROBLEM  IS  that  Du  Pont  still 
derives  about  10%  of  its  profits  from 
fibers,  polymers,  and  chem^icals,  which 
promise  only  4?r  to  87<'  annual  growth 
over  the  next  five  years.  Woolard  must 
get  his  new  businesses  up  to  speed  and 
shift  the  balance  so  that  a  greater  per- 
centage of  revenues  come  from  the 
new  areas.  The  core  segments  are 
"still  importantj  for  short-term 
growth,"  Woolard  says,  but  he's  count- 
ing on  the  new  areas  to  deliver  annual 
growth  of  107'  to  127'  through  1994. 

That  seems  unlikely  with  the  bio- 
medical units.  Since  1982,  Du  Pont  has 
poured  more  than  $1.7  billion  into  the 
l)usinesses — and  they're  losing  money. 
Analysts  say  Woolard  should  sell  them 
or  make  an  accjuisition  to  put  Du  Pont 


in  the  big  leagues  of  biomedicine. 
Woolard  says  it's  too  early  to  discuss 
either  possibility.  For  now,  he  says  he 
will  press  for  quicker  drug  develop 
ment  and  licensing  arrangements 

Other  areas  look  more  promising 
The  agricultural  chemicals  business! 
has  already  taken  off,  and  the  electron 
ics  business  is  showing  new  strength 
Woolard's  priority  for  the  two  is  to 
expand  overseas  sales,  which  he  also 
hopes  to  do  for  core  businesses.  As  for 
oil,  he  will  have  to  wait  out  a  slump 
that  may  go  on  for  several  years. 

Du  Pont  and  its  new  chairman  gc 
back  a  long  way.  After  graduating 
with  a  degree  in  industrial  engineering 
from  North  Carolina  State  University 
Woolard  signed  on  with  Du  Pont 
1957.  As  an  engineer  from  a  stat( 
school,  he  represents  a  break  with  Di 
Pont's  tradition  of  elevating  scientist: 
from  high-prestige  universities.  Bu 
the  company  can  always  hire  mort 
scientists.  What  it  needs  is  a  tougl 
manager  who  can  rouse  it  to  action. 

By  Joseph  IVclier  in  Wilnn'ugton,  Del 
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EDGAR  WOOLARD 
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Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their  long- 
term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services,  which 
we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  customers  to 
identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program  to  pro- 
tect exposures  that  cannot  be  eliminated.  This  job  requires  a  sustained  effort  on  every- 
one's part,  there's  no  room  for  excuses.  Just  performance.  We're  not  saying  we're  perfect. 
Only  that  at  Arkwright,  you'll  find  a  bias  for  action  you  may  not  have  encountered  before. 


ARKWRIGHT 

Arkwright  Mutual  Insurance  Company 
Hobbs  Group,  Inc. 


TED  TURNER 


fed  Turner  compares  himself 
to  Indiana  Jones.  Lii<e  the 
swashbuclcling  movie  hero, 
he  fancies  himself  an  ex- 
|)ert  at  wriggling  out  of  the 
most  harrowing  predica- 
ments. But  when  Turner 
])aid  $1.5  billion  for  MCM's 
 i.  movie  library  in  1986,  some 

thought  the  cable-TV  entrepreneur  had 
permanently  entered  the  Temple  of 
Doom.  The  deal  saddled  his  Turner 
Broadcasting  System  Inc.  with  a  moun- 
tain of  debt — and  Turner  nearly  lost 
control  of  his  empire.  "I  was  crazy,"  he 
conceded  in  an  interview  last  year. 

But  there  is  method  to  Turner's  mad- 
ness. After  teetering  on  the  brink  of 
financial  disaster  just  two  years  ago, 
TBS  is  beginning  to  turn  around. 
Helped  l)y  Turner's 
much-criticized  purchase 
of  mcm's  library,  his  new 
Turner  Network  Televi- 
sion (T.\'T)  channel  is  off 
to  a  roaring  start. 

Turner,  50,  is  also  shor- 
ing up  his  weak  financial 
foundations  with  a  little 
hell)  from  his  friends. 
Led  by  Tele-Communica- 
tions Inc.  and  Time  Inc., 
a  consortium  of  cable  op- 
erators in  1987  ponied  u\) 
more  than  .$5H0  million  to 
help  refinance  his  most 
costly  MCM  debt. 

TUKNKK'S  HOAKI)  is 
more  pragmatic  now  llial 
it  includes  some  of  his  ca- 
l)le  customers,  and  late 
last  year  he  won  $'Z^>i) 
million  of  bank  credit,  a 
cushion  for  principal  pay- 
ments due  tliis  year.  And 
the  expected  sale  of  his 
downtown  Atlanta  head- 
([uarters  could  net  TI« 
$70  million. 

Losses  are  narrowing, 
thanks  mostly  to  higher 
ad  revenues  at  his  popu- 


His  losses  are  down, 
and  he  now  has  a 
coveted  library  of 
3,300  movies.  but  to 
stay  afloat  in  the 
crowded  cable-tv 

field,  turner 
broadcasting  must 
find  new  customers 


lar  Cable  News  Network  (CNN)  and  a 
Atlanta  Superstation  TBS.  Last  yea" 
the  company  reported  losses  of  $94. 
million,  compared  with  a  $131.2  millioi 
loss  in  1987.  Turner  also  saw  revenue 
from  syndication  and  licensing  of  MG 
movies  increase  257<\  to  $200  million 
Investors,  betting  the  company  will 
turn  profitable  by  1990,  have  mord 
than  doubled  its  stock  to  $26  in  the  lasj 
year.  "The  numbers  are  better  thaij 
anybody  thought,"   says  Prudential] 
Bache  analyst  Richard  Bilotti. 

Yet  Turner  still  has  his  share  oj 
problems.  Even  with  a  captive  library 
of  some  3,800  movies,  he  must  devis^ 
fresh  shows  to  entice  new  cable  cus 
tomers,  an  area  where  growth  haJ 
slowed.  Higher  than  expected  rating! 
for  TNT  let  the  company  increase  iti 
budget  for  original  proj 
gramming,  and  it  wil 
produce  25'/J  more  ne\< 
shows  and  movies  thij 
year.  But  some  advertis 
ers   see   little  rating! 
gains  for  Turner's  Super] 
station  and  ("NN  operal 
tions.  And  cable  channel 
proliferation  could  slo" 
the  growth  of  ad  rev 
nues  as  companies  mak 
the  simpler  buy  of  broa 
cast  TV.  "It's  getting  t 
the  point  where  there  ar 
just  too  many  cable  ne' 
works,"  says  Bill  Wiene 
senior  vice-president  o 
new  technologies  at  BHD 
Worldwide  Inc. 

Another  concern  is  th 
loss  of  Turner.  Time  In 
already  sees  its  13' 
stake  in  TBS  as  the  fir 
step  in  eventually  acqui 
ing  the  company.  Turner 
who  controls  43'/,  say 
he's  having  too  much  fu 
to  tjuit.  But,  he  warns 
anything  could  happer 
with  Ted  Turner,  tha 
goes  without  saying. 
Bi/  Scott  Ticer  in  Atlant 


Tin;  MX>I  BIISINI.SS  WI:1,K  TOP  IIKK) 


it:  TheUAW-GM  training  pro- 
r  n  is  now  the  largest  private 
:  :ational  program  in  the  world. 


iiliac  Fleetwood  at  the  GM  Assembly 
i  Orion  Township,  Michigan 


MARK  OF  EXCELLENCE 

Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  CMC  Truck 


Whether  the  market's  up  or  down,  Tandem 
database  systems  keep  almost  all  the  world's 
major  stock  exchanges  up  and  running. 

We  record  every  share  bought  or  sold.  We  re- 
port pnces  and  quotes.  And  we  help  monitor  the 
legality  of  every  trade. 


All  the  while  routing  data  back  and  forth  f ronj 
brokerages  to  the  exchange  floor-no  matter  hovi 
fast  the  data  happens  to  be  flowing.  ^ 

We  play  an  equally  important  role  in  a  growir|i3' 
number  of  banks,  which  depend  on  us  to  make" 
transfers  of  billions  of  dollars  every  hour,  And  to  r 


s  around  the  world,  who  use  us  to  authorize 
]  IS  in  credit  card  purchases. 
I  \A/hich  IS  why,  whenever  vast  amounts  of  in- 
j  ation  have  to  be  delivered  without  fail,  more 

more  of  the  world's  largest  corporations  are 
i  'singTandem  database  systems.  So  if  you  want 


to  speed  your  operations  while  you  cut  your  costs, 
call  1-800-482-6336  and  spend  a  few  minutes  with 
us.  It  could  be  the  best  investment  you  ever  make. 

>^iTANDEM 

f  Its  your  business  on  the  line 


Whatcanyou  e^q^ecl 
from  a  company 

named  BeHSoutn? 


Eveiything  you'd  exped 
from  one  of  the  world's 
leading  communicationi 
companies.  ^ 


From  its  strong  roots  in  the^ 
Southeast  serving  over  15  million 
customers  through  its  telephone 
operating  companies,  BellSouth  is 
now  providing  solutions  to  busi- 
ness communications  problems 
across  the  country  and  in  more  an' 
more  places  around  the  world. 

BellSouth  provides  products 
and  services  ranging  from  telecoip 
munications  and  information  sysil 
tems  to  computers  and  software, - 
mobile  communications  and 
publishing. 

Domestic  and  international' 
mcirketing  and  support  organiza- 
tions are  already  in  place.  BellSou 
is  already  helping  provide  com- 
munications systems  in  North 
America,  South  America,  Euro 
Asia  and  Australia. 

When  it  comes  to  commuii 
cations  products  and  services, 
BellSouth  can  provide  the  solutii 
you  have  a  right  to  expect  from  d 
leaden 

For  more  information  on 
BellSouth  call  1-800-522-2355. 
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BELLSOUTH 


Everything  you  expect  from  a  leader." 


TELECOMMUNICATIONS         INFORMATION     SYSTEMS         COMPUTERS         SOFTWARE         MOBILE     COMMUNICATIONS  PUBLISHI 
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im  P.  Manzi  had  two  reasons 
H    to  be  cheerful  at  the  start  of 
■    last  year:  Lotus  Develop- 
H    ment  Corp.,  his  $469  million- 
g  H    a-year  software  company, 
III  ^  growth  spurt.  And 

I  \  H I  his  $26  million  in  salary  and 
m^mj  stock  options  made  him  one 
of  the  nation's  highest-paid 
hief  executive  officers. 
Then  the  balloon  burst.  Manzi  ac- 
epted  the  resignation  of  his  second-in- 
ommand,  the  first  of  many  executives 
/ho  would  leave  by  yearend.  A  new 
ersion  of  1-2-3,  the  personal  computer 
preadsheet  program  that  accounts  for 
wo-thirds  of  Lotus'  revenues,  was  de- 
ived — then  delayed  again.  Other  im- 
ortant  new  products  never  appeared, 
'rofits,  though  still  fat  at  $59  million, 
ropped  for  the  first  time.  Employees 
egan  to  whisper  that  Manzi,  a  37-year- 
Id  former  McKinsey  &  Co.  consultant, 
?as  on  his  way  out. 
It  was  a  stunner  for  one  of  the  com- 
uter  industry's  most  spectacular  suc- 
ess  stories.  But  Manzi,  hired  six  years 
go  as  director  of  marketing  by  Lotus 
ounder  Mitchell  D.  Kapor,  insists  he's 
ot  going  anywhere.  The  company's 
irectors  concur.  In  fact,  after  a  trying 
ear,  the  Cambridge  (Mass.)  company 
ppears  to  be  back  in  the  groove. 

'HE  NEW  1-2-3  remains  the  big  ques- 
on.  Lotus  announced  it  had  delivered 
le  program  to  a  few  test  customers  in 
ite  February,  making  it  likely  that  the 
ompany  would  meet  its  promise  of 
hipping  by  June.  It's  not  clear, 
lOugh,  how  many  customers  need  the 
xtra  performance  that  the  upgrade 
rovides.  Many  will  stick  with  earlier 
ersions.  At  the  same  time,  rival 
preadsheets  from  Microsoft  Corp.  and 
lorland  International  Inc.  are  eating 
ito  Lotus'  557^  market  share. 
On  the  bright  side,  many  1-2-3  users 
ave  invested  millions  in  training  and 
re  not  about  to  switch.  In  addition, 
lanzi's  marketing  and  sales  force  is 
econd  to  none  in  PC  software. 


Last  year  was  a  big 
comedown  for  lotus' 

chief:  products 
were  delayed,  profits 
dipped,  and  key 
executives  walked, 
but  now  he's  getting 
back  in  the  groove, 
with  a  new  version  of 

1-2-3  finally  in 
test— and  a  gentler 
management  style 


Now,  Lotus  says  it  will  ship  no  few- 
er than  nine  new  products  by  the  end 
of  the  year.  Some  analysts  doubt  that 
the  company  can  meet  that  date.  But 
new  programs  such  as  Agenda,  an  or- 
ganizational tool,  and  Magellan,  which 
indexes  and  retrieves  information  on 
hard  disks,  show  there's  still  creativity 
left  at  Lotus. 

The  most  difficult  challenge  ahead 
may  lie  under  Manzi's  nose.  Many  Lo- 
tus employees  resent  his  brooding, 
abrasive  style.  In  addition,  the  rumors 
following  last  year's  executive  exodus 
hurt  morale.  Manzi,  however,  recog- 
nizes the  problem.  After  clearing  away 
the  personnel  "underbrush,"  as  he 
says,  he's  happy  with  his  management 
team.  But,  Manzi  concedes,  "I  need  to 
be  more  sensitive."  That,  and  a  suc- 
cessful new  spreadsheet  program,  may 
be  enough  to  pull  Lotus  out  of  the  hole 
he  helped  to  dig. 

By  Keith  H.  Hammonds  in  Caynbridge 


JIM  MANZI 
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Hugh  L.  McColl,  chairman 
of  NCNB  Corp.,  was  vaca- 
tioning in  South  Carolina 
last  summer  when  he  de- 
cided to  swing  by  his 
bank's  new  loan  office  on 
Pawleys  Island.  But 
when  he  arrived,  he  was 
 \  shocked  to  find  that  the 

office  had  no  sign  outside.  Told  that 
one  was  "on  order,"  McColl  headed  for 
a  hardware  store,  and  minutes  later  he 
returned  with  a  handmade  sign. 

McColl,  53,  displayed  that  same  take- 
charge  attitude  on  a  far  grander  scale 
last  July.  Thanks  to  some  shrewd  last- 
minute  tax  maneuvers,  he  managed  to 
beat  out  Wells  Fargo,  Citicorp,  and  an 
investors'  grou|)  led  by  former  Senator 
John  G.  Tower  for  the  rights  to  Dallas- 
based  FirstRepublic  Bank  Corp.  And  in 


Buying  first- 
republic  FITS  IN  WITH 
HIS  NATIONAL 
AMBITIONS.  BUT 
SKEPTICS  WONDER  IF 
NCNB  SHOULD  TAKE  ON 
A  TROUBLED  TEXAS 
BANK  WITH 
COMPETITION  TOUGHER 
AT  HOME 


late  March,  McColl  launched  an  urisQ- 
licited  bid  for  Atlanta-based  Citizen's  & 
Southern  Corp.,  while  also  mulling  an 
offer  for  parts  of  another  Texas  bail- 
out, MCorp.  McColl's  high-stakes  gam- 
bits could  nearly  triple  ncnb's  assets 
under  management,  to  $77  billion,  and 
make  his  Charlotte  (N.  C.)  bank  one  of 
the  nation's  largest.  Says  John  J.  Ma- 
son, an  analyst  with  Interstate/John- 
son Lane:  "McColl  has  stepped  into  the 
big  leagues." 

Yet  McColl  won't  pocket  big-league 
profits  unless  he  can  navigate  the  vola- 
tile Texas  market.  He  received  a  car- 
petbagger's welcome  when  his  eff^orts 
to  consolidate  FirstRepublic's  branches 
prompted  a  $1  billion  run  on  deposits. 
And  despite  its  eagerness,  NCNB  could 
face  a  tough  road  in  writing  new  loans 
in  the  shell-shocked  oil  patch. 

ONE  INDICATION  pf  McColl's  feel- 
ings about  doing  business  there:  His 
code  name  for  the  bailout  was  "Calcut- 
ta," a  sly  reference  to  the  "black  hole" 
of  lending  that  has  punished  many 
bankers.  "People  are  cautious  about 
going  into  debt  in  Texas,"  says  McColl. 
"But  we  intend  to  be  active  bankers 
and  find  the  opportunities." 

While  the  government's  generous 
bailout  plan  shelters  NCNB  from  early 
financial  risks,  McColl  acknowledges 
he  faces  some  king-size  hurdles  in  inte- 
grating and  running  FirstRepublic's  41 
subsidiary  banks.  Skeptics  question 
whether  NCNB  has  the  depth  to  manage 
a  troubled  bank,  particularly  when  the 
slowing  Southeast  economy  should 
heighten  competition  back  home. 

If  he  can  make  the  acfjuisition  work, 
ncnb's  earnings  could  nearly  double  in 
three  years — and  still  leave  the  bank 
with  a  $1.7  billion  war  chest  to  fund 
McColl's  ambition  to  build  a  coast-to- 
coast  bank.  "We're  trying  to  position 
ourselves  to  be  one  of  the  survivors 
when  the  shooting  stops,"  McColl  says. 
But  first  he  must  prove  that  taking 
Texas  wasn't  one  bridge  too  far. 

By  Dean  Fount  in  Chnrlotfe.  N.  C. 


HUGH  McCOLL 
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"Wasn 't  it  your  idea 
to  improve  our  communications?" 


Some  people  are  misunderstood  if  they  wish  to  introduce  advanced  ideas  in  communi- 
cation. And  they  are  particularly  important  for  business  transactions  across  borders 
and  time  zones.  If  you  want  to  improve  your  communication  with  Germany,  have  a  word 
with  the  Deutsche  Bundespost.  They  have  the  most  up-to-date  know-how,  nationwide 
networks  and  advanced  communications  services  available.  Whether  it's  Text  or 
Data  Communication,  Videoconference,  ISDN  or  optical  fibre  technology,  today  and 
in  the  future  the  Deutsche  Bundespost  is  the  right  partner  for  companies  dependent 
on  communication  across  boundaries.  For  further  information  please  contact: 
Deutsche  Bundespost,  P.O.  Box  1190,  D-6600  Saarbrucken,  Federal  Republic  of 
Germany.  Telephone:  ++  4961 51 834641.  We're  removing  old  barriers  to  cooperation. 


iQf  Deutsche  Bundespost 


One  word  can  mean  a  great  deal. 

Perspective. 


It's  an  experienced  point  of  view,  ever  mindful  of  the  invisible 
future.  Now  we're  Lomas,  the  company  you've  known  as  Lomas  & 
Netdeton.  Our  new  name  is  one  word  that  means  commercial 
leasing,  insurance,  credit  cards,  mortgages,  asset  management, 
stockbroker^^e,  short-term  lending,  real  estate  development, 
information  systems  and  a  growing  hst  of  other  financial  and 
administrative  services  to  individuals  and  institutions.  This  diver- 
sification reflects  the  Lomas  perspective:  a  clear  path  today  means 
confidence  in  what  lies  over  the  horizon. 


IDMAS 


For  more  information: 
1-800-52  LOMAS 


LOMAS  FINANCIAL  CORPORATION " 
A  diversified financial  services  company. 


HENRY  WENDT 


falk  about  bad  timing.  In 
early  February,  with  earn- 
ings sliding  fast,  takeover 
rumors  rumbling  furiously, 
and  the  sudden  resignation 
of  his  president  only  nine 
days  earlier,  Henry  Wendt 
had  an  appointment  that 
 i.  would  make  most  execu- 
tives' skin  crawl:  his  company's  bien- 
nial Q&A  with  .300  investment  analysts. 
But  the  chief  executive  of  SmithKline 
Beckman  Corp.  refused  to  cancel  the 
session.  Smiling  broadly  and  appearing 
confident,  he  attended  the  half-day  con- 
ference and  personally  fielded  ques- 
tions for  more  than  an  hour. 

Yet  polish  alone  won't  unknot  the 
problems  at  his  $4.8  billion-a-year  phar- 
maceuticals giant.  Ever  since  its  ulcer 
fighter  Tagamet  started 
giving  up  market  share 
to  rivals  and  its  $200  mil- 
lion blood-pressure  drug 
Dyazide  began  losing 
sales  to  generics,  its 
Achilles'  heel  has  been 
exposed:  no  top  drugs  to 
fall  back  on  and  no  big 
new  products  in  sight  for 
two  years  at  best. 

NOW  WENDT,  55,  may 
find  himself  in  an  even 
tighter  spot.  Early  in 
April,  SmithKline  an- 
nounced that  it  was  dis- 
cussing a  merger  with 
Beecham  Group  PLC,  a 
big_  British  drug  concern. 
While  analysts  agree  that 
such  a  deal  could  create  a 
stronger  company,  by 
holding  the  merger  dis- 
cussions Wendt  risked 
putting  SmithKline  into 
play.  Among  the  possible 
bidders:  Sandoz  Pharma- 
ceuticals Corp.,  Hoffman- 
LaRoche  &  Co.,  and  Du- 
Pont  Co.  as  a  white 
knight.  And  even  if  Bee- 
cham manages  to  acquire 


Tagamet  and  dyazide 
are  losing  share, 
and  smithkline  has 
no  big  drugs 
to  fall  back  on. 
meanwhile,  a  merger 
overture  could 

precipitate  a 
hostile  takeover 


the  company,  Wendt's  future  role  at 
SmithKline  is  anything  but  certain. 

Wendt  has  done  a  lot  of  scrambling 
lately.  Not  long  ago,  SmithKline's 
stock  rose  on  rumors  that  he  was 
about  to  resign.  But  he  bought  time 
last  fall  with  a  restructuring  plan  that 
spun  off  W7"  of  Beckman  Instruments 
Inc.,  an  offering  that  raised  $85.5  mil- 
lion for  the  highly  successful  sul)sid- 
iary.  He  says  similar  "unbundling" 
could  occur  this  year  with  SmithKline 
Bio-Science  Laboratories,  a  biological 
testing  unit,  and  Allergan  Inc.,  the  j)ar- 
ent  company's  eye-care  subsidiary. 

As  the  takeover  talks  continue, 
Wendt  can  count  a  few  pluses.  His  re- 
structuring will  shrink  SmithKline  by 
1,600  workers,  to  about  40,000,  by  the 
end  of  next  year  and  will  produce  $100 
million  in  annual  savings 
by  the  beginning  of  19!>1. 
SmithKline's  over-the- 
counter  version  of  Taga- 
met could  debut  before 
1994,  when  the  prescrip- 
tion drug  goes  off  patent. 
And  international  sales 
are  rising  strongly — a 
special  point  of  pride  for 
Wendt,  a  Japanophile 
who  rose  through  its 
overseas  operations. 

Still,  Wendt  has  his 
hands  full.  Acknowledg- 
ing that  the  company  has 
taken  some  "real  body 
blows,"  he  vows  that  "it's 
not  business  as  usual  at 
SmithKline."  If  he  can 
survive  a  takeover  and 
this  year's  predicted  me- 
diocre results,  even  push- 
ing up  earnings  a  bit,  his 
restructuring  could  start 
to  pay  off.  But  without 
improvement  and  a  few 
breaks  on  the  acquisition 
front,  all  the  smiling  con- 
fidence in  the  world 
won't  make  a  difference. 

By  Joseph  Weber  in 
Philadelphia 
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major  highway  with  only  two  lanes. 


Now  you  know  why  you  need  Micro  Channel  from  IBM. 


Picture  it. 

Rush  hour  traffic.  Two  narrow  lanes. 
All  backed  up  and  no  place  to  go. 

If  you're  lucky,  this  isn't  the  situation 
you  face  on  the  road  every  day.  But  it  does 
describe  what's  going  on  inside  most  personal 
computers. 

That's  why  IBM  developed  the 
Personal  System/2®  with  Micro  Channel.^" 
Micro  Channel  gives  the  PS/2®  more  "lanes" 
to  handle  the  flow  of  information.  Within 
your  system.  And  between  systems.  It's  a 
veritable  superhighway.  With  an  impressive 
combination  of  speed  and  reliability  that 
leaves  ordinary  computers  far  behind. 

Best  of  all,  the  IBM  Micro  Channel 
delivers  data  faster  and  makes  the  most  of 
your  expansion  card  performance,  all  with 
improved  reliability.  And  when  you're  ready 


to  add  new  cards,  including  the  latest  "intelligent"  ones.  Micro  Channel 
gives  you  an  easy,  switchless  way  to  do  it.  More  proof  that  when  you're 
thinking  ahead,  you're 
thinking  IBM. 

Ask  your  IBM  Authorized 
Dealer  or  IBM  marketing 
representative  about  the 
IBM  Personal  System/2  with 
Micro  Channel.  For  a  dealer 
near  you.  call  1  800  lBM-2468. 
ext.  121. 

Just  make  sure  you  fasten 
your  seat  belt. 


IBM.  Personal  Syslem/2  and  PS/2  a<e  reg-siered  ifademarts  c 


Co'poralion  Mico  Channel  is 


sk  Michael  A.  Carpenter 
to  describe  himself,  and 
you'll  get  an  immediate 
answer.  "I'm  a  strate- 
gist," he  says.  And 
that's  a  good  thing.  Car- 
penter will  need  an  ex- 
ceptional master  plan  at 
Kidder,  Peabody  &  Co., 
where  he  took  the  reins  in  January. 
The  affable,  British-born  executive  has 
one  of  the  toughest  jobs  on  Wall 
Street:  reinvigorating  a  securities  firm 
sapped  by  widespread  malaise  and  the 
defections  of  its  top  stars. 

One  of  the  top  priorities  for  Carpen- 
ter, 41,  is  to  lift  Kidder  to  a  prominent 
position  in  investment  banking.  For 
years,  Kidder  had  a  cherished  reputa- 
tion in  dealmaking.  But  that  soured 
when  Martin  A.  Siegel,  once  Kidder's 


Kidder  peabody's 
reputation  is  still 
tarnished  from  the 
insider-trading  mess, 

and  many  former 
stars  are  gone.  so  ge's 
proconsul  needs 
all  his  strategic 
skills  to  restore  the 
firm's  luster 


top  mergers  strategist,  was  indicted  in 
early  1987  on  insider-trading  charges. 
Kidder's  image  hit  bottom  a  few 
months  later  when  it  paid  $25.3  million 
to  the  Securities  &  Exchange  Commis- 
sion to  settle  charges  for  its  role  in 
Wall  Street's  insider-trading  scandal. 

THE  PROBLEMS  DON'T  Stop  there. 

Kidder's  financial  woes  seemed  to  be 
over  when  General  Electric  Co.  bought 
an  80?;  stake  in  April,  1986.  But  GE  and 
Kidder  dealmakers  rarely  worked  to- 
gether and  even,  some  insist,  competed 
against  one  another  for  choice  deals.  In 
January  and  February  all  the  trouble 
of  the  previous  few  years  came  to  a 
boil  with  the  resignations  of  such  Kid- 
der stalwarts  as  President  Max  C. 
Chapman  Jr.,  merchant-banking  co- 
heads  Peter  D.  Goodson  and  Donald  J. 
Gogel,  and  investment-banking  chief 
Michael  D.  Madden. 

As  if  Carpenter  didn't  have  enough 
on  his  plate,  he  also  must  contend  with 
Kidder's  retail-brokerage  unit.  Since 
the  crash  of  October,  1987,  the  retail- 
securities  business  has  been  a  downer 
for  virtually  every  Wall  Street  firm  in- 
volved in  it.  Although  Carpenter  has 
vigorously  denied  persistent  rumors 
that  GK  will  sell  Kidder's  retail  depart- 
ment. Wall  Street  experts  say  that  it 
would  fit  neatly  into  Smith  Barney, 
Harris  Upham  &  Co.'s  plans  to  go 
head-to-head  with  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.  and  Shear- 
son  Lehman  Hutton  Inc. 

Carpenter  previously  worked  at  Bos- 
ton Consulting  Group.  He  then  joined 
GE  and  became  Chairman  John  F. 
Welch  Jr.'s  top  strategist  in  1983,  play- 
ing a  key  role  when  GE  acquired  RCA 
Corp.  in  1986.  Carpenter  has  been  cov- 
eted for  years.  "I  tried  to  hire  Mike  for 
Kidder  12  years  ago,"  Goodson  says. 

For  Carpenter,  merely  stopping  the 
exodus  at  Kidder  would  be  a  major 
achievement.  But  if  he  manages  to  re- 
store the  firm's  lost  luster,  he'll  earn  a 
spot  in  the  turnaround  hall  of  fame. 

By  Jon  Friedman  in  New  York 


MICHAEL  CARPENTER 
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""Just  another  brake  job? 
lot  to  the  guy  who  owns  this  ear. 
Not  to  me,  eitherT 


"You  learn  real  fast  in  a  GM  dealership,  behind  every 
brake  job  there's  a  person.  Someone  who  depends 
on  these  wheels  to  get  around  town,  go  on  vacations, 
take  the  kids  to  school.  And  that  person  brought  their 
car  to  this  dealership  because  they  wanted  these 
brakes  done  right.  With  genuine  GM  parts.  The  kind 
this  General  Motors  car  was  designed  to  use. 
"Just  another  brake  job?  There's  no  such  thing  in 


my  book." 


Stephen  Thompson 
Mr.  Goodwrench  Service  Technician 
Sycamore  Chevrolet,  Terre  Haute,  Indiana 


Talk  to  Mr.  Goodwrench  and  you  learn  very  quickly, 
he's  a  career  technician.  He  takes  pride  in  his  GM 
factory  training  and  the  skills  he  brings  to  the  job.  So 
when  you've  got  Mr  Goodwrench  taking  care  of  your 
car,  you've  got  the  freedom  to  go  anywhere,  anytime. 
And  isn't  that  what  owning  a  car  or  truck  is  all  about? 
Whether  you  drive  a  Chevrolet,  Pontiac,  Oldsmobile, 
Buick,  Cadillac  or  GMC  Truck,  bring  it  to  the  | — -. 
man  who  knows  it  best... Mr  Goodwrench.  GM 


For  the  more  than  25.000  people  who  work  at 
the  Dallas/Fort  Worth  International  Airport,  it  was 
tough  to  make  connections.  Not  from  plane  to 
plane.  But  from  phone  to  phone.  And  when  you're 
responsible  for  .security,  maintenance  and  adminis- 
tration for  the  fourth  busiest  airport  in  the  world. 


The  best  little 

the  last  thing  you  need  is  a  communications  system 
that  doesn't  communicate. 

So  they  gave  us  a  call.  And  naturally  we  flew 
right  over. 

Utilizing  the  latest  advances  in  electronic  and 
digital  technology,  we  developed  a  network  that 


lirport  in  Texas. 

;nabled  calls  to  fly  right  through,  without  any 
'  ielays  or  turbulence. 

Most  importantly,  people  and  information  were 

low  brought  together  faster  and  more  efficiently. 
Which  has  helped  to  make  the  Dallas/Fort  Worth 
Airport  not  just  the  best  little  airport  in  Texas, 


but  quite  possibly  the  whole  country. 

You  see  at  GTE,  it's  not  just  communications 
we  offer,  it's  solutions.  Call  us.  Maybe  we  can  help 
your  business  take  off.  1-800-225-5483. 


THE  POWER  IS  ON 


ALLAN  LOREN 


ne  day  in  1984,  Allan  Z. 
B  I  Loren  of  Cigna  went  to  a 

^1  ^1  computer  buyers'  confer- 
ence  and  walked  out  with 
a  Macintosh  computer.  It 

^11  H/  ^  ^'^^   from  Apple 

Computer  Inc.  founder 
^^^Py    Steven  P.  Jobs,  who  was 

V  /     trying  to  woo  business 

customers  by  giving  out  Macs  to  influ- 
ential corporate  buyers.  Loren,  then 
head  of  Cigna's  information  systems, 
was  delighted.  But  he  didn't  have 
much  use  for  it  at  the  office,  so  he  took 
it  home,  where  he  and  his  son  played 
with  it. 

A  story  like  that  is  the  last  thing 
Loren  would  want  to  hear  today. 
Loren,  50,  now  works  for  Apple,  and 
getting  Macintoshes  into  offices — and 
keeping  them  there — is 
crucial  to  his  mission.  In 
August,  Chairman  John 
Sculley  promoted  him  to 
what  looks  like  the  com- 
pany's No.  2  position:  the 
president  of  Apple  USA, 
its  largest  unit. 

ITS  NOT  THK  most 
comfortable  spot.  Apple 
has  doubled  in  size  since 
1986,  but  now  the  Cuper- 
tino (Calif.)  computer 
maker's  momentum  is 
slowing.  Profits  in  the 
fiscal  year  ending  Sept. 
30  are  expected  to  grow 
only  7V',  to  $426  million, 
on  a  80a  increase  in 
sales,  to  $5.8  billion.  Al- 
though Apple  is  introduc- 
ing several  new  Macin- 
tosh models  this  year, 
profit  margins  appear  to 
have  peaked,  too.  CEo 
Sculley's  goal  of  sharply 
increasing  Apple's  mar- 
ket share — from  117'  now 
to  20''  by  the  early 
1990s — will  become  hard- 
er than  ever  to  attain  as 
heavyweight  competitors 


Speeding  apple's 
lagging  growth 
falls  to  apple  usa's 
president.  as  head  of 
the  biggest  division, 

he  may  be  heir- 
apparent,  but  first 
he  must  battle  for 
market  share 


such  as  IBM  and  Digital  Equipment 
Corp.  introduce  machines  that  mimi( 
the  Mac's  easy-to-use  format. 

Some  Apple-watchers  have  been  sur- 
prised by  Loren's  meteoric  rise.  Ht 
spent  several  years  with  a  computer 
consulting  firm  run  by  investor  Sau 
Steinberg's  Reliance  Group,  and  then 
16  years  at  Cigna  before  Sculley  hirec 
him  in  1987  to  run  the  company's  inter- 
nal computer  systems.  The  burly, 
gruff  New  Yorker  contrasts  sharply 
with  the  laid-back  Californians  and 
smooth  marketers  who  traditionally 
have  run  Apple.  "Loren  still  has  to 
prove  himself  as  a  marketing  whiz,' 
says  Prudential-Bache  Securities  Inc 
analyst  Kimball  Brown.  But  Sculley 
apparently  believes  that  Loren's  empa- 
thy with  the  corporate  pin-striped  com- 
puter users  will  be  vitally 
important. 

So  far,  his  imprint 
seems  to  be  more  on 
management  than  mar- 
keting. He  has  shaken  up 
Apple  USA,  tapping  his 
own  lieutenants  and 
pushing  out  marketing 
troops  from  headquarters 
to  field  oflRces.  Critics 
say  the  reorganizations 
hurt  morale,  while  ana- 
lysts blame  the  turmoil  in 
part  for  Apple's  recent 
ill-timed  price  hike  on 
Macs  and  its  stockpiling 
of  expensive  memory 
chips — blunders  that  will 
pummel  Apple's  March 
quarter  earnings. 

But  Loren  contends 
that  the  moves  were  nec- 
essary, and  eventually 
they  will  bear  fruit.  "The 
role  of  leadership  is  not  ^- 
to  make  all  the  popular  (:: 
decisions,"  he  says.  "It's 
making  sure  the  compa-  f.. 
ny  prospers."  In  his  new 
post,  Loren  will  certainly 
be  tested  on  that. 
By  Maria  Shao  in  Cupertiyio 
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Phis  Tie 
dBASEIVTliD 
Sanspstakes  j 


r    A  Prize  vJW^^^''-      •  1  •  n  (nt  a seconQ  st^"^ 


Winner  by 
Technical  Knockout. 


"/f  /las  file  mosf  impressive  list  of 
features  in  the 
database  environment." 
-DataBased  Advisor 


"dBASE  IV has  emerged  hardy, 
healthy  and  equal  to  the  task  of 
proving  itself  to  the  skeptical'' 
-The  New  York  Times 


"If  you  program  in 
dBASE  III  PLUS, 
an  upgrade  to  dBASE  IV 
is  irresistible'.' 
-InfoWorld 

Since  its  introduction  last  October,  dBASE  IV 
■  sold  over  300,000  copies,  in  fact,  it's  one  of  the 
;est-selling  new  software  products  in  history. 
Even  faster  than  Lotus  1-2-3. 
And  the  applause  is  growing. 
From  Info  World's  readers,  who  named 
\SE  IV  the  MS-DOS  Database  Product  of  the  Year. 
From  new  users,  who  are  finding  that  dBASE  lY's  intuitive  new  Control  Center 
:rs  a  fast  and  easy  way  to  utilize  all  its  power. 
From  seasoned  users  of  dBASE  III  PLUS,™  who  appreciate  the  more  than  310 
ir  or  enhanced  commands  and  functions. 


"dBASE  IV  offers  the  most 
powerful  tools  for  both  non-programmers 
and  programmers,  and  is  much 
easier  to  use  than  its  competitors. . . 
It  achieved  the  only  four  star  ratinf 
-Software  Digest 


"It  will  dominate  the  MS-DOS 
and  0SI2  database  market 
during  the  next  two  years'.' 
-Computer  Currents 


'Ashton-Tate  has  done  a 
terrificjob  with  dBASE IV." 
-DBMS 


"It  represents  a  quantum  leap  over 
dBASE  III  PLUS  m  functionality 
power  and  ease  of  use'.' 
-BYTE  Magazine 

From  developers  and  third-party  programmers,  who 
are  finding  m  dBASE  IV's  Developer's  Edition  all  they 
need  to  go  from  inspiration  to  application. 

And  from  industry  heavyweights,  who  are  hailing 
dBASE  IV  as  the  new  world  champion  in  database 
management. 
See  what  all  the  cheering  is  about. 
Give  us  a  ring  at  800-437-4329  ext.  291.  We'll  give  you  more  information,  including 
details  about  upgrading  from  dBASE  III  PLUS. 

Or  simply  stop  by  your  nearest  Ashton-Tate  dealer  and  see  dBASE  IV  up  close. 
It'll  knock  you  out. 


'89  Ashton-Tate  Corporation  Trademark/Owner  dBASE  III  PLUS.  dBASE  IV.  Ashton  Tate,  Ashton-Tate  logo/ 
'on-Tate  Corporation  Other  product  names  used  herein  are  for  identification  purposes  only  and  may  be 
smarks  of  their  respective  companies  Sweepstakes  offer  void  where  prohibited  Instant  win  demo  disks 
lable  while  supplies  last  No  obligation,  no  purchase  necessary  In  the  event  of  a  demo  disk  instant  winner, 
viginal  TKO  Demo  Disk  must  be  mailed  to  FCB/I  mpact  with  the  completed  Instant  Win  Entry  Form  to  claim 
)ri2e  Offer  ends  5/31  /89  Open  to  residents  of  U  S  and  Canada  (except  province  of  Quebec),  age  18  or  over, 
official  rules  at  your  Ashton-Tate  dealer  for  details 


a4  ASHTONTATE* 


ow  does  rt  lee.  Oj  *ir:  tJie 
iotienr?  Ask  Randal  B. 
McDonald.  CZO  of  Peim- 
z>jL  Co.  Aftfcr  last  rear's 
-?S  billion  legal  settlement 
7.-itr.  Texaco  Inc.  he  has 
S2.1  billion  in  ca-sh — 
7.  h:<:h  must  be  spent.  Mc- 
Donald. 55.  had  better 
:  the  past  rear  earnings 
nd  gas  operations  dropped  by 
million. 

Pennzoi]"5  motor  ofl  and  a?2to- 
moti'.'e  products  dominate  their  mar- 
kets, they  earned  only  SllO  million.  By 
contrast,  the  treasurer's  oSce  was  a 
ma;<»r  contrroutor  It  earned  -5142  mlr 
"iion  in  interest  income — more  incom^e 
than  any  division.  And  even  though 
McDonald  bought  back  13"^  of  Penn- 
zoU's  shares  last  year,  the  stock  lan- 
guishes. 

McDoriald  fields  investment  pitches 
for  everything  from  airline  to  race- 
horses. But  he's  roost  interested  in  oil 
and  gas.  Most  of  Peiii^Ii  s  resen-es 
are  in  the  U.  S..  where  exploration  is 
costly.  So  expect  him  to  look  abroad. 

.AJS'  OIL  .A^.'D  G.iS  purc-r.ase  .may  of- 
fer another  important  benetit:  McDon- 
ald hopes  that  by  plowing  much  of  the 
Texaco  settlement  back  into  oil  and 
gas.  he  can  avoid  some  of  the  -^X) 
million  in  taxes  due  on  it.  That's 
because  he  considers  the  settlement  an 
involuntar."  a5.%t  conversion,  much  of 
which  the  :?_?  ".vould  e.xemjpt.  But  ex- 
perts note  that  the  feds  are  unlQcely  to 
give  up  viithout  a  barJe. 

Tne  bleak  oil  market  should  also 
give  him  pause.  "Tnere's  a  lot  of  risk 
there."  he  says.  Ga-s  prices,  while  still 
chanc}".  look  ber.er.  But  ti^.ose  proper- 
ties don't  come  cheap,  and  Perjizoil  sa: 
out  the  big  sales.  In  February.  McDon- 
ald bought  an  ixsi!.<i  ir.  .tatural-gas- 
rich  Burlington  Resoiurces  Inc.  But  the 
stock  .soared  and  Burlingto.t  nled  suit 
against  Pennzoil  to  block  a  takeover. 
McDonald  hasn't  upped  the  invest- 
ment, ano  savs  he  isn't  interested  Ir. 


Pennzoil  R-aked  in 
s3  bujjox ix  cash  from 
its  epic  legal 
settlement  with 

texaco,  .ant) 
the  monty  has  been 
bltjntngaholein 

McDON.ALD'S  POCKET. 
\\1TH  PEN"NZOIL  STOCK 

LANGLTSHING,  HE 
MUST  EDO)  PROHTABLE 
\^tAYS  TO  IN'\XST  IT 


To  -v  .: 

may  rerert  t     -t    :  -  - 

favorite  meti'.  i-z:-  ~  - 

that  Pennzoil's  st  ' 

a  likely  car      '  -     ^  . 

would  please  ■     -       ;  . 

accustomed  to  an  average  2tJ 


McDonald 
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''Give  me  the  luxuries  of  life  and  I  will  gladly  do  without  the  necessities" 

-  ^  :  .  :  -Frank  Lloyd  Wrighr 


REVEALED.  THE  PERSON 

WHO  REALLY  CALLS 
THE  SHOTS  AT  HANSON. 


This  laciv  has  made  us  what  we  are 
today.  A  12  billion  dollar  company. 

\\  heneyer  an  important  business 
decision  is  on  the  agenda,  she  influences 
the  outcome. 

hi  fact,  hardly  a  day  goes  b\'  v\'ithout 
her  existence  making  itself  felt. 

\nu  could  say  she  dictates  ho\y  our 
(ompanx  is  rim. 

Vet  she  hasn't  the  faintest  idea  that 
she  wields  such  power.  It's  her  stake  in 
1  lanson  that  gives  her  such  clout. 

Frue,  her  holding  may  be  small,  but 
no  matter  the  size,  it  is  our  shareholders' 
interests  we  think  of  first. 

'Would  oui'  actions  endanger  them?' 
w  e  al\ya\  s  ask  ourseh  es.  And  if  we  have 
any  doubts,  we  don't  go  ahead. 

We  always  take  gi-eat  care  to  e.xaniine 
the  downside  and  evaluate  that  before 
making  a  mo\e. 

That  is  win  our  businesses  supply 
basic  goods  and  ser\  ices  to  established 
markets. 

We  want  an  enduring  success  for 
<  lur  shareholders. 

And  b\  exercising  caution  and 
controllin'r  bud";ets,  while  allowinu;  our 
operating  managers  to  manage,  that  is 
exactK  what  we  ha\e  achieved  for  them. 

We  have  increased  profits,  dividends 
and  earnings  pei"  share  for  25  \ears 
williout  a  bre<ik. 

In  fact,  $10, ()()()  invi'sted  m  Hanson 
sliari's  in  19b 4  would  now  be  worth 
more  lhan  $75(),()()(): 

Antl  it  One  thing  shows  just 
w  hat  we  think  ol  our  shari 
holders,  it  ob\  iousK  has  to  \)v  that 


HANSON 


Jacuzzi  Sniilh  C-orona  lrn[KTiiiI  lobiK  ( o  I-.irhcmarc  ,\infs  (irovf  Oane  London  Bnt  k  Hanson  Lighlinp  SCM  Chemitals  Universal  G\7n  British  Ever  Ready  ■  Ground  Round 
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COMPOSITES 


MARKET  VALUE  $  billions) 


$2,391 


CHANGE  FROM  YEAR  AGO 


■11% 


RETURN  ON  COMMON  EQUITY  15  0° 


YEAR  AGO 


11.2  % 


RETURN  ON  INVESTED  CAPITAL  14.5° 


YEAR  AGO 


12.0% 


1988  MARGINS 


5.9% 


SALES  ($  BILLIONS) 

CHANGE  FROM  1987 


$3,361 

+  11% 


PROFITS  1$  BILLIONS) 

CHANGE  FROM  1987 


$200 
-32% 


ASSETS  ($  BILLIONS) 

CHANGE  FROM  1987 


$6,673 

+  8% 


1987  MARGINS 


4.9% 


AVERAGES 


SHARES  OUTCTAHDING 


65  MIL. 


1  YEAR  AGO 

64  MIL. 

1  TURNOVER 

72.3% 

'  YEAR  AGO 

87.9% 

1  YIELD 

1  

2.95% 

1  YEAR  AGO 

2.83% 

1  PRICE 

$40 

1  

1  YEAR  AGO 

$34 

1  PRICE-TO-BOOK 

306% 

YEAR  AGO 


290% 


RETURN  TO  INVESTORS 


15% 


1987  EARNINGS  PER  SHARE 


$2.00 


1988  EARNINGS  PER  SHARE  $2.71 


1989  EARNINGS  ESTIMATE  $3  19 
VARIATION  14  4% 


HELD  BY  INSTITUTIONS  49% 
YEAR  AGO  47% 


PAYOUT 
YEAR  AGO 


36% 
56% 


PRICE-EARNINGS  RATIO 
YEAR  AGO 


15 


17 


HIGH/LOW  PRICE 


$43/30 


DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  INSTITUTIONAL  BROKERS 
ESTIMATE  SYSTEM,  VICKERS  STOCK  RESEARCH  CORP. 


oday  more  than  ever,  infor- 
mation is  power.  And  this 
issue  of  the  Top  1000  is 
chock-full  of  pure  informa- 
tion. The  main  tables  alone 
contain  nearly  30,000  statis- 
tics. The  corporations  fea- 
tured in  this  issue  represent 
a  significant  share  of  the 
U.  S.  economy.  Combined,  they  have  a 
market  value  of  $2.4  trillion,  which 
means  they  account  for  more  than  85% 
of  the  nation's  public-equity  capital. 

Composite  results  for  the  Top  1000 
provide  the  basis  for  some  enthusiasm 
about  the  economy — at  the  least.  Last 
year  these  companies  reaped  an  aver- 
age total  return  of  15^'  for  their  share- 
holders. That's  quite  a  turnaround 
from  the  3%  loss  in  1987.  The  future 
looks  bright,  too:  Wall  Street  analysts 
expect  earnings  to  be  up  18%  in  1989. 
That's  an  impressive  performance, 
even  considering  the  notorious  opti- 
mism of  analysts. 

The  real  value  of  this  issue,  howev- 
er, is  its  wealth  of  raw  data — figures 
that  can  give  a  competitive  edge  to 
anyone  who  knows  how  to  use  them. 
But  to  the  uninitiated  or  unwary,  this 
wealth  of  numbers  can  be  worse  than 
no  numbers  at  all. 

Remember  that  whatever  point  you 
want  to  make,  there's  a  number  here 
that  can  be  your  ally.  Need  to  illustrate 
the  prowess  of  General  Motors?  Just 
indicate  that  it  had  1988  sales  of  $120 
billion,  more  than  Ford  and  Chrysler 
put  together.  But  suppose  you  want  to 
highlight  GM's  vulnerability?  Look  in- 
stead at  return  on  equity.  GM  earned 
13%  last  year,  while  Chrysler  earned 
14%,  and  Ford  25%. 

Playing  such  games  can  be  fun — and 
helpful  whenever  you  need  a  quick  sta- 
tistic to  bolster  an  argument  or  add 
substance  to  a  memo.  But  unlocking 
the  real  power  in  this  issue  requires 
considerably  more  effort.  To  evaluate 
GM  relative  to  Ford  and  Chrysler,  for 
example,  you  might  want  to  assess  its 
performance  according  to  an  array  of 
financial  yardsticks,  compare  those  fig- 
ures to  those  of  Ford  and  Chryler,  and 
see  how  analysts  rate  the  earnings 
prospects  for  all  three  companies. 

There's  ample  ammunition  in  the 
pages  of  this  issue  to  do  all  that — and 
then  some.  But  such  assessments  take 
time.  As  you  delve  into  the  Top  1000, 
be  thoughtful — and  beware  the  quick 
generalization.  ii 
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An  important 
message  for  the 
trucking  industry 

about  sending 

and  receiving 
important 


Knowledge  is  power.  Today  that's  espe- 
cially true  in  the  highly  competitive  trucking, 
industry 

That's  why  Sony  is  introducing  two  way 
Radiodetermination  Satellite  System  (RDSS). 
A  two  way  mobile  communications  system 
that's  an  exceptionally  fast,  reliable,  flexible 
and  economical  way  for  drivers  and  dis- 
patchers to  keep  in  touch.  Giving  them  and 
your  managers  the  power  to  increase  your 
fleet's  productivity,  your  company's  respon- 
siveness to  customers  and  ultimately, 
your  company's  performance  and  jgF' 
profits.  ^ 

Sony  two  way  RDSS  is 
designed  and  built  specifically  for 


long  distance  trucking.  So  it's  more  durable 
and  reliable  than  conventional  systems.  And 
the  Sony  system  is  backed  up  by  our  nation- 
wide maintenance  and  service  network  as 
well.  Of  course,  it  offers  the  kind  of  innovation 
and  advanced  technology  that's  made  Sony 
the  leader  in  satellite-based  mobile  commu- 
nications systems. 

And  that's  just  one  of  the  reasons  you 
should  talk  to  Sony  before  you  choose  a 
mobile  communications  system.  Just  call 
1-800-222-0878  and  find  out  about  the 
best  two  way  fleet  communications  system 
^^^^^^^  to  come  down  the  pike.  Ever! 


cj  1989  Sony  Corporation  of  America 

Sony  is  a  traclernark  of  Sony  All  rights  reserved. 
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GLOSSARY 


siaiissii 
sdtseo: 

it's 


MARKET  VALUE:  Share  price  on  Mar.  17, 
1989,  multiplied  by  latest  available 
common  shares  outstanding 
PROFITS:  Net  income  from  continuing 
operations  before  extraordinary  itemsMmymi 
MARGINS:  Profits  as  a  percent  of  sales 
RETURN  ON  INVESTED  CAPITAL:  Profits 
plus  minority  interest  and  interest 
expense  (adjusted  by  tax  rate)  as  a 
percent  of  debt  and  equity  funds 
RETURN  ON  COMMON  EQUITY:  Net  income 
available  for  common  shareholders 
divided  by  common  equity 
ASSETS:  Total  assets  as  reported 
at  end  of  company's  latest  available 
1988  quarter 


Dckpris 
percent  0 
isasaa 


maiean 


COMPANY 


MARKET  VALUE 


SALES 


PROFITS 


ASSETS 


RETURN 


YEAR 
AGO 

I  MIL  RANK 


12  CHANGE 

MONTHS  FROM 

1988  1987 

$  MIL  % 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 


12 
MONTHS 


12 

MONTHS 
1987 

% 


ON  ON 

INVESTED  COMMON 

CAPITAL  EQUITY 

%  % 


12  CHANGE 

MONTHS  FROM 
1988  1987 
$  MIL.  % 


1 


1  INTERNATIONAL  BUSINESS  MACHINES 

2  EXXON 


66346  1 
59023  2 


59681 
80214/ 


5491.0 
5260.0 


9.2 
6.6 


9.5 
6.2 


12.3 
NA 


13.9 

16.8 


73037 


71721  2 
110865  16 


3  GENERAL  ELECTRIC 

4  AMERICAN  TELEPHONE  &  TELEGRAPH 


40482 
34357 


49414 
35210 


3386.0 
-1669.0 


14 
NM 


6.9 
NM 


6.3 
6.1 


20.0 
NM 


18.3 
-14.6 


35152 


PHILIP  MORRIS 


26992 


31742x 


13 


2124.0 


15 


6.7 


6.5 


NA 


29.0 


20295 


m 

53/4; 
■))■'<] 

m 


fl  GENERAL  MOTORS 


25627 


120388 


4632. 


30 


3.8 


3.2 


7.7 


13.0 


164063 


GM  HUGHES  ELECTRONICS 
ELECTRONIC  DATA  SYSTEMS 


3365  NR 
2214  NR 


1 1001 
4844/ 


783.4 
384.1 


17 
19 


7.1 
7.9 


6.4 
7.3 


10.6 
NA 


10.4 
29.1 


11808 


3416 


10 


7  MERCK 

8  FORD  MOTOR 


25590  9 
24479  7 


5940 
92446 


17 
16 


1206.8 
5300.2 


33 
15 


20.3 
5.7 


17.9 
5.8 


37.5 
10.1 


45.2 
24.6 


6128 


143366 


24 


9  DUPONT 
10  AMOCO 


24303  8 
20844       1 0 


32917  8 
2 1 1 57  5 


2190.0 
2063.0 


23 
52 


6.7 
9.8 


5.9 
6.7 


13.0 
12.1 


14.5 
15.7 


30719 


29919 


19 


11  MOBIL 

12  RJR  NABISCO 


20434  12 
19300  27 


54877Z  7 
16956  8 


2038.0 
1393.0 


67 
29 


3.7 
8.2 


2.4 
6.9 


NA 
16.8 


13.3 
26.0 


38820  -4 
17838  6 


13  BELLSOUTH 

14  CHEVRON 

15  WAL-MART  STORES 


18850  11 
18645  15 
18590  14 


13597  11 
28900/  -1 
20649  29 


1665.5 
1768.0 
837.2 


0 
41 

33 


12.3 
6.1 
4.1 


13.6 
4.3 
3.9 


11.4 
NA 


14.1 
11.9 


28472 


33485 


-2 


24.3  31.0 


7032 


18 


ALPHABETICAL  INDGC  OF  COMPANIES  BEGINS  ON  P, 
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RANKFH  PY  ^TOCr 


MA 


RECENT  SHARE  PRICE:  Price  for  a  single 
share  of  a  company's  most  widely 
traded  issue  of  common  stock  as  of 
the  close  of  trading  Mar.  17,  1989 
HIGH/LOW  PRICE:  Trading  range  for 
company's  common  stock,  Mar.  1988 
to  Mar.  1989 

BOOK  VALUE  PER  SHARE:  Sum  of  common 
stock,  capital  surplus,  and  retained 
earnings,  divided  by  most  recently 
available  common  shares  outstanding 
P-E  RATIO:  Price-earnings  ratio 
based  on  1988  earnings  and  Mar.  17 
stock  price 

YIELD:  Annual  dividend  rate  as 
a  percent  of  Mar.  17  stock  price 
PAYOUT:  Latest  annualized  dividend 
rate  as  a  percent  of  most  recent 
annual  earnings  per  share 


TOTAL  RETURN:  Annual  dividend  per 
share  plus  current  market  price,  as  a 
percent  of  year-ago  price 
INSTITUTIONAL  HOLDINGS:  Percent  of 
outstanding  shares  held  by  banks, 
colleges,  pension  funds,  insurance 
companies,  and  investment  companies 
as  calculated  by  Vickers  Stock 
Research  Corp. 

SHARES  OUTSTANDING:  Millions  of 
common  shares  outstanding  as  of 
the  company's  latest  available 
financial  report 

TURNOVER:  Percent  of  outstanding 
common  shares  changing  hands  in  the 
latest  year 

EARNINGS  PER  SHARE:  Primary 
earnings  per  share,  excluding 
extraordinary  profit  or  loss,  divided 


by  number  of  common  and 
common-equivalent  shares 
EARNINGS  PER  SHARE  ESTIMATES: 

Analysts'  consensus  estimates  for 
1989  compiled  as  of  Mar.  17  by 
Institutional  Brokers  Estimate 
System  (IBES),  a  service  of  Lynch, 
Jones  &  Ryan 

VARIATION:  Percentage  by  which  two- 
thirds  of  the  1989  earnings  estimates 
are  above  or  below  the  average 
estimate  as  calculated  by  IBES 
Ff:  Number  of  the  month  in  which 
company's  fiscal  year  ends 
DATA:  Unless  otherwise  indicated,  all 
data  in  the  following  Top  1000  tables 
have  been  provided  by  Standard  & 
Poor's  Compustat  Services  Inc.,  a 
unit  of  McGraw-Hill  Inc. 


lALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ECENT 

12 -MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HARE 

HIGH/ 

AS  %  OF 

TOTAL 

TUTIONS 

5HRS 

TURN- 

1987 

1988 

1989 

VARI- 

PRICE 

LOW 

BOOK 

P-E 

YIELD 

PAYOUT 

RETURN 

HOLDING 

OUT 

OVER 

AQUAL 

AQUAL 

EST 

ATION 

$ 

$ 

VALUE 

RATIO 

% 

% 

% 

% 

MIL 

% 

FY 

% 

$ 

% 

% 

113 

131/104 

168 

12 

3.91 

47 

7 

49 

590 

59.7 

12 

8.72 

9.27 

10.99 

1.6 

Office  equipment  B 

45 

48/40 

189 

11 

4.88 

56 

8 

34 

1308 

25.6 

12 

3.43 

3.95 

4.13 

5.0 

Fuel  B 

45 

49/38 

219 

12 

3.65 

44 

4 

47 

902 

38.8 

12 

3.27 

3.75 

4.20 

1.7 

Conglomerates 

32 

33/24 

300 

NM 

3.75 

DEF 

7 

23 

1074 

38.2 

12 

1.88 

-1.55 

2.46 

5.0 

Telecomms.  A 

117 

117/81 

369 

13 

3.85 

49 

20 

64 

231 

78.2 

12 

7.75 

9.12 

1 1.54 

1.4 

Consumer  E 

84 

95/69 

72 

6 

7.17 

44 

25 

82 

306 

63.1 

12 

10.06 

13.64 

13.88 

1 1.6 

Automotive  A 

26 

41/24 

45 

13 

2.74 

37 

-5 

80 

128 

5.1 

12 

1.67 

1.96 

2.0'S 

2.5 

Electrical  B 

44 

47/37 

168 

14 

2.21 

30 

12 

NA 

51 

57.6 

12 

2.65 

3.15 

NA 

NAA 

Office  equipment  C 

65 

66/49 

959 

21 

2.29 

49 

18 

55 

397 

56.5 

12 

2.23 

3.05 

3.80 

2.6 

Health  care  B 

50 

57/41 

114 

5 

6.02 

27 

20 

55 

491 

56.9 

12 

9.05 

10.96 

10.44 

8.8 

Automotive  A 

102 

102/79 

161 

11 

4.14 

46 

14 

40 

239 

52.3 

12 

7.39 

9.1 1 

10.12 

5.4 

Chemicals 

81 

81/68 

159 

10 

4.71 

47 

7 

86 

259 

35.1 

12 

5.31 

8.01 

7.36 

8.5 

Fuel  B 

50 

50/42 

134 

10 

4.82 

48 

1 1 

47 

411 

41.6 

12 

2.96 

4.95 

4.93 

7.6 

Fuel  B 

87 

100/44 

364 

15 

2.54 

37 

66 

45 

223 

133.9 

12 

4.19 

5.92 

NA 

NM 

Consumer  E 

41 

44/37 

159 

12 

5.81 

67 

4 

26 

464 

24.9 

12 

3.46 

3.51 

3.65 

2.9 

Telecomms.  B 

55 

55/43 

126 

1 1 

5.14 

54 

16 

39 

342 

38.3 

12 

3.65 

5.17 

4.81 

9.2 

Fuel  B 

33 

35/26 

688 

22 

0.49 

1 1 

9 

31 

565 

26.6 

01 

1.11b 

1.48 

1.84 

3.1 

Retailing 
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THE  1989  BUSINESS  WEEK  TOP  1000 


MARKET  VAIUE 


$MIL. 


YEAR 
AGO 
RANK 


SALES 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 

% 


PROFITS 


MARGINS 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 


1,2 

MONTHS 
1988 

% 


12 

MONTHS 
1987 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 

MONTHS 
1988 
$Mll. 


COCA-COIA 
DOW  CHEMICAl 


18006 


17 
13 


8338 
16682 


9 
25 
9 


1044.7 
2410.0 


14 
94 


12.5 
14.4 


12.0 
9.3 


27.6 
25.0 


33.1 
33.2 


7451 


17232 
16341 


16239 


SEARS,  ROEBUCK 
ATLANTIC  RICHFIELD 


20_ 
21 


50251/ 
18324/ 


]032._3_ 
1583.0 


-40 
29 


2.1 
8.6 


3.8 
7.2 


15.9 
NA 


7.4 
25.9 


77533 


15627 
15423 


21514 


20  MINNESOTA  MINING  &  MFG. 


19 


10581 


12 


1 154.0 


26 


10.9 


9.7 


20.5 


21.2 


8775 


PROCTER  &  GAMBLE 


15315 
15257 


25 


20368 


1128.0  135 


5.5 


2.7 


14.2 


16.3 


15793 


JOHNSON  &  JOHNSON 
GTE 


18 
31 


9000 
16460 


12 
7 


974.0 
1224.7 


17 
9 


10.8 
7.4 


10.4 
7.3 


25.0 
9.8 


27.8 
14.5 


6900 


15172 
14872 


31 104 


EASTMAN  KODAK 
BELL  ATLANTIC 


26 
23 


17034 
10880 


28 
1 


1397.0 
1316.8 


19 

6 


_8.2_ 
12.1 


_8.9_ 
1 1.5 


12.1 
10.7 


21.1 
14.4 


22964 


14727 


24729 


PACIFIC  TELESIS  GROUP 
ELI  LILLY 


14348 


30_ 
33 


9483 
4070 


4 
12 


1188.0 
761.0 


25 
85 


12.5 
18.7 


10.4 
1 1.3 


1 1.7 
NA 


14.7 
23.6 


21 191 


13832 
13796 


5263 


2S 
29 


AMERITECH 
NYNEX 


29 
24 


9903 
12661 


1237.4 
1315.0 


12^5 
10.4 


12.4 
10.6 


12.2 
1 1.5 


15.8_ 
14.0 


19163 


13734 
13344 


25378 


30  BRISTOL-MYERS 


28 


5973 


829.0 


17 


13.9  13.1 


NA 


23.4 


5190 


■i\  SOUTHWESTERN  BELL 


13330 
13318 


34 


8453 


1060.1 


12.5 


13.1 


11.0 


12.6 


20985 


DIGITAL  EQUIPMENT 
TEXACO 


22_ 
37 


12285 
35138/ 


_1_8_ 
-1 


1209.1 
1304.0 


-6 
NM 


9.8 
3.7 


12.4 
NM 


j6.2_ 
NM 


16.0_ 
13.3 


10231 


12917 
12729 


26337 


AMERICAN  INTERNATIONAL  GROUP 
AMERICAN  EXPRESS 


40 
36 


13087 
22934/ 


18 

30 


1 175.1 
988.0 


24 

135 


9.0 

4.3 


8.5 

2.4 


NA 

28.1 


17.6 
21.0 


37273 


12556 


142704 


8*;  HEWLETT-PACKARD 

37  AMERICAN  HOME  PRODUCTS 


12553 


16 
32 


10296 
5501 


21 
9 


830.0_ 
932.2 


17 
10 


8.1 
16.9 


8.3 
16.8 


NA 
NA 


18.3 
33.0 


7804 


12438 
11495 


461 1 


39  PEPSICO 


35_ 
42 


4937 
13007 


14 


752.0 
762.2 


19 
26 


J_5^2_ 
5.9 


14.4 

5.3 


28.9 
NA 


_30.5_ 
25.7 


4825 


11232 
11096 


1 1 135 


40  US  WEST 


39 


9221 


1 131.7 


13 


12.3 


1 1.6 


10.8 


14.5 


22416 


41  BOEING 


10382 
10296 


50 


16962 


614.0 


28 


3.6 


3.1 


11.2 


11.6 


12608 


WALT  DISNEY 
WASTE  MANAGEMENT 


45 
47 


3747 
3566 


27 
29 


569._9_ 
464.2 


35_ 
42 


15.2 
13.0 


14.3 
1  1.9 


17.5 
NA 


22.8 
22.5 


5751 


9784 
9600 


4879 


ANHEUSER-BUSCH 
MCDONALD'S 


41 
44 


8924 
5566 


7 
14 


715.9 
645.9 


16_ 
18 


1  1.6 


7.4 

1 1,2 


17.0 

13.1 


_23.J_ 
19.7 


7110 


9340 


8159 


PFIZER 
CITICORP 


9242 


43_ 
65 


5385 
32024 


9 

15 


791.3 
1698.0 


15 
NM 


14.7 
5.3 


14.0 
NM 


18.8 
18.8 


18.4 
20.9 


7638 


9174 
9168 


207666 


DUN  &  BRADSTREET 
SCHLUMBERGER 


48_ 
38 


4267 
4925 


13 
12 


499.0 
453.9 


14 
-10 


1 1.7 
9.2 


1  1.6 
1 1.4 


NA 
NA 


24.6 
12.1 


5024 


9109 
8224 


5600 


SO  USX 


46 


16877x 


13 


756.0  267 


4.5 


1.4 


10.2 


14.0 


19474 


51  WESTINGHOUSE  ELECTRIC 


7720 
7703 


51 


12500 


10 


822.8 


6.6 


18.4 


21.7 


16937 


K  MART 
UNION  PACIFIC 


54 
57 


27655/ 
6068 


7 
13 


802.9 
558.7 


16 
13 


2.9 
9.2 


2.7 
9.2 


13.3 
9.8 


17.3 
12.5 


12126 


7524 
7253 


12227 


SOUTHERN 

OCCIDENTAL  PETROLEUM 


55 

80 


7235 
19417 


1 

14 


965.8 
313.0 


38 
70 


13.4 

1.6 


9.8 
M 


NA 

5.2 


12.7 
4.8 


22374 


7235 


20747 


KELLOGG 
ITT 


7220 


62 
61 


4349 
9075a 


15 
10 


480.4 
1084.7 


21 
48 


1 1.0 
12.0 


10.4 
8.9 


28.1 
13.9 


34.3 
13.9 


3307 


7101 
7044 


13722 


>S  PACIFIC  GAS  &  ELECTRIC 
r>9  TENNECO 
60  SCHERING-PLOUGH 


64 
63 
70 


7646 
13234 
2969 


6 
1 1 
10 


62.1 
-1.0 
389.8 


-90 
NM 
23 


0.8 
NM 
13.1 


8.3 
NM 
1  1.7 


NA 
NA 


-0.5 
-0.7 


21847 


7039 
7031 


17376 


26.3  24.3 


3426 


ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  P 


I  hi;  i'w)  Hi  siM  ss  wi:i:k  top  infm 
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DIVIDINDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  CROUP 


RECENT  12-MONTH 
SHARE  HIGH/ 
PRICE  LOW 
$  $ 


PRICE 
AS  %  Of 
BOOK 
VALUE 


P-E 
RATIO 


YIELD 


PAYOUT 

% 


TOTAL 
RETURN 

% 


INSTI- 
TUTIONS 
HOLDING 

% 


ANALYSTS'  ESTIMATES 


SHRS 
OUT 
MIL 


TURN- 
OVER 


1967  1988 
AaUAL  ACTUAL 


1989 
EST 
% 


VARI- 
ATION 

% 


51  51/35 


575 
238 


18 
7 


2.36 
3.02 


42 
22 


31 
1 1 


53 
51 


355 
186 


46.0 
90.6 


12 


2.43 
6.50 


2.85 
12.82 


3.31 
14.90 


3.8 
6.6 


Consumer  C 
Chemicals 


93  101/78 


12 
12 


43  46/33 


117 
257 


16 
10 


4.65 
4.95 


74 
51 


15 
16 


51 
54 


380 
172 


50.8 
48.9 


4.35 
6.68 


2.72 
8.78 


4.44 
8.61 


7.6 
7.5 


Retailing 
Fuel  B 


91  91/74 


12 
12 


68  70/57 


283 


13 


3.82 


51 


14 


64 


227 


56.8 


4.02 


5.09 


5.64 


2.4 


Conglomerates 


91  93/71 


222 


15 


3.53 


54 


42 


169 


47.6 


06 
12 


1.87 


5.96 


6.82 


1.9 


Consumer  D 


91  92/69 


435 
187 


16 

13 


2.21 
5.76 


35 
75 


6 
23 


63 
55 


169 
326 


56.9 
43.6 


4.83 
3.29 


5.72 
3.58 


6.56 
4.10 


1.0 
4.0 


Health  care  D 
Telecomms.  B 


47/34 


12 
12 


46  50/39 


225 
160 


4.36 
5.46 


46 
61 


1 1 
7 


50 
33 


324 
197 


67.3 
30.1 


3.52 
6.24 


4.31 
6.65 


4.68 
7.09 


1.2 
2.1 


Leisure  D 
Telecomms.  B 


75  76/64 


12 


34  35/27 


177 
41'9 


12 
19 


5.14 
2.68 


63 
50 


22 
22 


43 
71 


419 
137 


34.6 
47.2 


12 


2.21 
2.83 


2.81 
5.33 


3.02 
6.33 


2.8 
2.2 


Telecomms.  B 
Health  care  B 


12 
12 


51  53/42 


176 
146 


5.70 
5.79 


64 

61 


15 
2 


33 
34 


269 
197 


32.6 
40.4 


4.24 
6.26 


4.55 
6.63 


4.72 
6.98 


2.1 
1.9 


Telecomms.  B 
Telecomms.  B 


70 
46 


71/61 
47/38 


12 
12 


376 


16 


4.31 


69 


56 


288 


47.4 


2.47 


2.88 


3.29 


1.0 


Health  care  D 


44  44/34 
10  126/86 


159 


13 


5.59 


70 


23 


40 


300 


31.9 


12 
06 


3.48 


3.53 


3.76 


2.7 


Telecomms.  B 


177 
131 


1 1 
10 


0.00 
5.67 


0 
56 


-1 1 
28 


69 
42 


121 
244 


169.8 
117.8 


8.53 
-18.15 


9.90 
5.35 


9.58 
4.05 


1.9 
17.2 


Office  equipment 
Fuel  B 


53 
78 


56/42 
78/49 


12 
12 


192 

270 


1 1 
13 


0.51 
2.79 


6 
36 


23 
16 


48 
61 


163 
417 


43.7 
54.9 


5.74 
1.20 


7.14 
2.31 


7.28 
3.03 


5.2 
3.4 


Nonbank  fin.  B 
Nonbank  fin.  A 


30  32/23 


12 


54  66/44 


277 
440 


16 
13 


0.63 
4.58 


10 
61 


-10 
14 


47 
59 


233 
146 


64.9 
29.7 


10 


2.50 
5.73 


3.36 
6.38 


4.02 
7.14 


3.8 
1.9 


Office  equipment 
Health  care  B 


85  89/70 
51  53/43 


12 
12 


466 

379 


15 
15 


2.35 
1.97 


36 
29 


1 

15 


52 
55 


225 
264 


54.2 
56.0 


2.78 
2.30 


3.33 
2.90 


3.83 
3.18 


1.7 
2.4 


Health  care  D 
Consumer  C 


43 
61 


44/33 
63/50 


12 
12 


143 


10 


5.79 


57 


13 


38 


183 


31.5 


5.31 


6.17 


5.96 


2.3 


Telecomms.  B 


68 
77 


68/45 
77/54 


196 


17 


2.36 


40 


34 


61 


153 


90.2 


12 
09 


3.10 


4.02 


6.21 


4.4 


Aerospace 


411 
474 


20 
21 


0.52 
1.11 


11 
23 


21 
17 


43 
58 


134 
226 


69.1 
62.6 


2.85 
1.46 


3.80 
2.05 


4.66 
2.48 


3.0 
4.5 


Leisure  B 
Services  C 


43 
34 


45/32 
35/29 


12 
12 


309 
285 


14 
15 


2.13 
1.13 


29 
16 


53 
58 


283 
188 


51.7 
56.2 


2.04b 
2.89 


2.45 
3.43 


2.80 
3.92 


1.7 

1.1 


Consumer  C 
Leisure  A 


50  54/41 


12 


56  60/48 


215 
120 


12 
6 


3.94 
5.15 


47 

30 


5 
28 


61 
70 


165 
319 


59.3 
59.7 


12 


4.08 
-4.41 


4.70 
4.87 


5.15 
4.88 


1.8 
6.9 


Health  care  B 
Banks  A 


29 
49 


29/19 
58/46 


12 
12 


453 
243 


18 
22 


3.55 
3.16 


65 
70 


63 
49 


187 
240 


45.8 
57.3 


2.35 
1.81 


2.67 
1.72 


3.17 
2.03 


0.9 
12.9 


Publishing/TV  B 
Fuel  C 


38 
32 


39/31 
34/26 


12 
12 


168 


12 


4.41 


53 


54 


259 


67.4 


0.49 


2.62 


2.81 


16.6 


Conglomerates 


54 
39 


58/48 
40/30 


200 


10 


3.73 


38 


46 


53.4 


12 
01 


6.23 


5.66 


6.21 


2.2 


Electrical  A 


166 
171 


10 
14 


3.42 
3.30 


33 
45 


1 1 
19 


76 
61 


199 
113 


65.0 
55.4 


3.40 
4.90 


4.00 
4.90 


4.22 
5.76 


3.2 
5.7 


Retailing 
Transportation 


67 
23 


73/55 
25/20 


12 
12 


109 
114 


9 
21 


9.25 
9.26 


79 
198 


10 
13 


28 
40 


314 
268 


39.8 
66.8 


1.92 
0.78 


2.72 
1.26 


2.68 
1.91 


6.0 
22.0 


Utilities  A 
Fuel  B 


27  29/25 


12 


59  69/50 


516 
93 


15 
9 


2.93 
2.80 


44 

23 


20 
11 


71 
61 


123 
134 


30.5 
62.8 


12 


3.20 
7.20 


3.90 
5.99d 


4.41 
6.34 


2.6 
3.5 


Food  B 

Conglomerates 


53 
17 


56/44 
19/14 


12 
12 


95 
194 


NM 
NM 
18 


8.06 
6.42 
2.56 


DEF 
DEF 
46 


11 
21 
1 1 


31 
45 
66 


405 
149 
113 


35.6 
79.2 
54.6 


1.29 
-1.22 
2.73 


-0.10 
-0.18 
3.48 


1.83 
3.78 
4.17 


6.9 
18.6 
1.2 


Utilities  A 
Conglomerates 
Health  care  B 


47  51/40 
63  63/45 


12 
12 


438 
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!M  if  ill 


MARKET  VALUE 


YEAR 
AGO 
RANK 


SALES 


12 
MONTHS 
1988 
$Mll 


CHANGE 
FROM 
1987 

% 


PROFITS 


MARGINS 


12 

MONTHS 


CHANGE 
FROM 
1987 

% 


IJ 
MONTHS 
1988 

% 


12 
MONTHS 
1987 

% 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 

MONTHS 


$  MIL 


(;i  COMMONWEALTH  EDISON 
(^2  J.  P.  MORGAN 


6979 


72 
71 


5613 
7839 


-1 
15 
12 


737.5 
1001.8 


-32 
1 103 


13.1 
12.8 


19.2 
1.2 


7.8 
24.0 


9.1 
17.9 


20196 
83923 


6958 
6936 


SCECORP 

CAPITAL  CITIES/ABC 


58 
73 
49 


6253 
4773 


808.5 
387.1 


12 
39 


12.9 
8.1 


12.9 
6.3 


10.3 
10.7 


15.0 
13.4 


15781 
5909 


6837 
6682 


(i5  EMERSON  ELECTRIC 


6793 


540.7 


12 


8.0 


7.6 


17.2 


18.7 


5327 


(Hi  TIME 


6611 
6583 


4507 


289.0 


16 


6.4 


6.0 


21.4 


4593 


(w  BURLINGTON  RESOURCES 
i;s  SQUIBB 


NR 
56 


2167 
2586 


69.6 
425.5 


-70 
19 


3.2 
16.5 


9.6 
16.6 


3.6 
32.2 


2.3 
32.1 


5589 
3083 


6494 
6474 


20 
17 


LOEWS 

J.C.  PENNEY 


79 
60 


10865/ 
15296y 


890.4 
807.0 


36 
33 


8.2 
5.3 


7.0 
3.9 


18.2 
14.8 


23.4 
25.5 


25467 
12254 


6473 


-3 


SMITHKLINE  BECKMAN 
MCI  COMMUNICATIONS 


6427 


6413 
6376 


52 
165 


4749 
5137 


10 


30 
9 
1 1 


229.2 
356.0 


-60 
356 


4.8 
6.9 


13.2 
2.0 


14.6 
NA 


14.8 
28.1 


5017 
5584 


MONSANTO 
H.  J.  HEINZ 


69 
84 


8293 
5639 


591.0 
424.7 


36 
12 


7.1 
7.5 


5.7 
7.4 


13.6 


15.6 

26.7 


8439 
4032 


6318 
6252 


75  NORFOLK  SOUTHERN 


83 


4462 


635.1  268 


14.2 


4.2 


NA 


12.3 


10059 


7(1  XEROX 


6172 
6017 


82 


16441 


9 
19 


387.8 


-33 


2.4 


3.8 


7.9 


6.5 


12174 


AMERICAN  BRANDS 
GANNETT 


100 
66 


1 1980x 
3314 


540.8 
364.5 


4.5 
1 1.0 


5.0 
10.4 


13.7 
14.2 


22.0 
21.4 


7904 
3793 


6002 
5983 


14 
29 


7!)  WARNER  COMMUNICATIONS 
80  GENERAL  RE 


125 
101 


4206 
2736 


24 

-12 


423.2 
518.5 


10.1 
19.0 


9.6 
14.8 


NA 
NA 


25.2 
19.5 


4154 
9306 


5962 


13 


81  CHRYSLER 

82  UNITED  TECHNOLOGIES 


5847 


90 
87 


35473 
18000 


21 
5 


1050.2 
659.1 


-19 


3.0 
3.7 


4.4 

3.4 


11.3 
13.9 


14.4 
13.7 


48567 
12748 


5819 
5819 


1 1 
93 


83  CATERPILLAR 

84  ROCKWELL  INTERNATIONAL 


59 
91 


10435 
12134 


26 
2 


616.0 
779.0 


5.9 
6.4 


3.8 
5.7 


14.1 
18.9 


15.0 
20.7 


9686 
8406 


5714 
5633 


15 
56 


85  BERKSHIRE  HATHAWAY 


148 


2026a 


-6 


285.7 


14.1 


8.5 


8.6 


9.5 


6206 


Sli  MAY  DEPARTMENT  STORES 


5595 
5583 


78 


11742y  15 


503.0 


14 
-23 


4.3 


4.3 


NA 


17.8 


8144 


S7  AETNA  LIFE  &  CASUALTY 
8,s  PHILLIPS  PETROLEUM 


97 
129 


24296 
1  1304 


667.7 
650.0 


2.7 
5.8 


3.7 
0.3 


10.1 
15.3 


10.3 
32.0 


81533 
1 1968 


5534 
5484 


1757 
1 1 


GULF  &  WESTERN 
RALSTON  PURINA 


104 
94 


3123 
6046 


389.2 

372.6 


12.5 

6.2 


1 1.8 

6,0 


NA 

19.6 


17.1 

29.6 


5439 
4198 


5468 


WARNER-LAMBERT 
UPJOHN 


5466 


89 
76 


3908 
2754 


14 
9 


340.3 
353.4 


15 


8.7 
12.8 


8.6 
12.1 


NA 
19.0 


36.2 
20.0 


2703 
3139 


5442 
5426 


16 
NM 


98  UNITED  TELECOMMUNICATIONS 
94  LIMITED 


180 
130 


6493 
4071 


121 
15 


141.8 
245.1 


2.2 
6.0 


NM 
6.7 


NA 

17.9 


9.0 
29.7 


9817 
2146 


5376 
5374 


95  ALUMINUM  CO.  OF  AMERICA 


127 


9795 


26 


861.4  285 


8.8 


2.9 


16.0 


19.8 


10606 


9G  WEYERHAEUSER 


5371 
5233 


75 


10004 


13 


564.4 


26 


5.6 


5.1 


13.5 


15387 


97 
98 


SARA  LEE 
MOTOROLA 


112 
67 


1 1206 
8250y 


16 
23 


376.9 
445.0 


28 
44 


3.4 
5.4 


3.1 
4.6 


NA 

13.9 


20.0 
13.6 


5663 
6710 


5220 
5173 


99  CONSOLIDATED  EDISON  CO.  OF  N.Y. 
100  INTERNATIONAL  PAPER 


98 

109 


5109 
9535 


0 
23 


599.3 

754.0 


9 

85 


11.7 
7.9 


10.8 
5.2 


9.6 
13.2 


13.3 
16.4 


9552 
8818 


5152 


101  AMERICAN  ELECTRIC  POWER 

102  FEDERAL  NATIONAL  MORTGAGE  ASSN. 


5056 


85 
195 


4841 
10635/ 


693.0 
506.7 


19 
35 


14.3 
4.8 


12.2 
3.7 


10.3 
10.6 


15.0 
23.9 


14262 
112314 


5015 
4974 


103 
104 
105 


PPG  INDUSTRIES 

SYNTEX 

UNOCAL 


116 
118 
117 


5617 
1336 
9154y 


467.6 
318.9 
24.0 


24 

17 
-37 


8.3 
23.9 
0.3 


7.3 
22.9 
2.1 


17.2 
40.4 


20.8 
43.8 


5154 
1437 


4972 
4946 


12 
5 


NM 


1.2 


9508 
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170 


VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANAL lb  1  J 

CCTrHfl  A  TEC 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

33 

35/23 

100 

1  1 

9.09 

100 

24 

48 

212 

61.7 

12 

4.73 

3.01 

3.45 

5.2 

Utilities  A 

38 

40/31 

126 

7 

4.33 

31 

-2 

65 

181 

58.8 

12 

0.39 

5.38 

5.51 

5.7 

Banks  A 

32 

37/30 

137 

9 

7.81 

71 

4 

32 

218 

45.0 

12 

3.08 

3.49 

3.56 

2.4 

Utilities  A 

380 

385/297 

237 

17 

0.05 

1 

2 

76 

18 

47.1 

12 

16.46 

22.31 

25.38 

4.1 

Publishing/TV  A 

30 

35/27 

232 

13 

3.76 

48 

-10 

63 

225 

40.3 

09 

2.00 

2.31 

2.56 

1.1 

Electrical  A 

114 

123/84 

490 

23 

0.88 

20 

16 

66 

58 

65.8 

12 

4.18 

5.01 

6.21 

3.3 

Publishing/TV  B 

44 

52/23 

218 

NM 

1.32 

NA 

85 

10 

150 

52.6 

12 

0.46 

1.54 

1.87 

6.8 

Fuel  B 

67 

71/56 

490 

16 

2.99 

47 

4 

63 

97 

76.6 

12 

3.42 

4.30 

5.15 

1.3 

Health  care  6 

86 

86/62 

170 

7 

1.17 

9 

9 

50 

76 

47.0 

12 

8.41 

1 1.70 

9.52 

10.5 

Nonbank  fin.  A 

53 

56/44 

209 

9 

3.80 

33 

10 

64 

123 

64.4 

01 

4.1 1 

6.02 

5.88 

6.3 

Retailing 

52 

60/41 

416 

28 

3.56 

100 

-10 

66 

124 

1 10.3 

12 

4.50 

1.84 

4.16 

6.0 

Health  care  B 

27 

27/10 

520 

21 

0.00 

0 

114 

71 

242 

204.4 

12 

0.30 

1.27 

2.10 

7.9 

Telecomms.  A 

93 

93/74 

168 

1 1 

3.24 

36 

3 

65 

69 

1 1 1.2 

12 

5.63 

8.27 

9.89 

5.6 

Chemicals 

49 

50/38 

397 

17 

2.92 

49 

13 

53 

128 

39.4 

04 

2.91 

3.31d 

3.73 

1.5 

Food  B 

35 

36/25 

121 

10 

3.79 

38 

18 

62 

179 

40.8 

12 

0.91 

3.51 

3.69 

6.0 

Transportation  B 

60 

67/50 

113 

17 

4.98 

86 

14 

72 

102 

78.4 

12 

5.35 

3.50 

6.33 

7.7 

Office  equipment  6 

65 

72/42 

252 

12 

3.78 

45 

43 

41 

93 

56.0 

12 

4.42 

5.44 

6.23 

4.6 

Consumer  E 

37 

39/29 

352 

16 

2.92 

48 

3 

67 

162 

48.3 

12 

1.98 

2.26 

2.42 

2.8 

Publishing/TV  B 

47 

47/29 

356 

18 

1.19 

21 

30 

69 

127 

78.1 

12 

1.87 

2.65 

2.82 

3.9 

Leisure  B 

64 

64/46 

225 

12 

1.87 

22 

18 

84 

93 

59.6 

12 

4.79 

5.44 

6.00 

3.2 

Nonbank  fin.  B 

25 

30/21 

81 

5 

3.98 

21 

8 

58 

233 

75.3 

12 

5.90 

4.66 

5.39 

9.2 

Automotive  A 

45 

46/35 

121 

9 

3.60 

32 

11 

65 

131 

56.9 

12 

4.52b 

5.05 

5.24 

2.8 

Aerospace 

57 

69/54 

141 

9 

2.09 

20 

-8 

69 

101 

93.5 

12 

3.20 

6.07 

6.41 

5.8 

Manufacturing  C 

22 

24/18 

152 

7 

3.24 

24 

19 

41 

257 

30.1 

09 

2.23b 

3.01 

2.48 

6.5 

Conglomerates 

15  5025/3100 

171 

18 

0.00 

0 

50 

7 

1 

3.3 

12 

187.24 

273.37 

265.00 

18.7 

Nonbank  fin.  B 

38 

40/29 

198 

1 1 

3.41 

37 

-5 

58 

149 

61.1 

01 

2.90 

3.42 

3.74 

3.7 

Retailing 

50 

53/40 

87 

9 

5.55 

47 

10 

72 

112 

56.8 

12 

7.48 

5.85 

5.62 

7.4 

Nonbank  fin.  B 

23 

23/14 

277 

8 

3.87 

32 

47 

49 

243 

97.1 

12 

0.06 

2.72 

2.74 

12.5 

Fuel  B 

47 

47/37 

242 

15 

1.49 

22 

7 

56 

117 

60.9 

10 

2.88 

3.21 

3.55 

3.0 

Conglomerates 

81 

88/68 

435 

15 

2.04 

31 

10 

47 

68 

47.0 

09 

7.27 

5.28 

6.19 

2.0 

Food  B 

81 

82/60 

582 

16 

3.18 

51 

5 

65 

68 

82.2 

12 

4.15 

5.00 

5.88 

1.4 

Health  care  B 

29 

35/27 

308 

15 

3.00 

46 

-2 

60 

185 

88.0 

12 

1.63 

1.90 

2.29 

3.8 

Health  care  B 

53 

53/27 

354 

39  ^ 

3.63 

141 

63 

59 

103 

91.2 

12 

-0.55 

1.36 

3.48 

17.5 

Telecomms.  A 

30 

32/17 

651 

22 

0.80 

18 

35 

38 

179 

61.9 

01 

1.25 

1.36 

1.87 

8.4 

Retailing 

61 

66/42 

124 

6 

2.63 

16 

37 

80 

88 

105.7 

12 

2.52 

9.74 

10.12 

10.8 

Metals  A 

26 

30/23 

133 

10 

4.55 

45 

-6 

51 

204 

54.9 

12 

2.12 

2.68 

2.86 

7.1 

Paper  A 

46 

52/35 

289 

16 

3.1 1 

51 

12 

41 

113 

53.2 

06 

2.35 

2.83 

3.35 

2.3 

Food  B 

40 

55/36 

159 

12 

1.89 

22 

-9 

65 

130 

1 13.4 

12 

2.39 

3.43 

3.79 

6.3 

Electrical  B 

45 

47/41 

123 

9 

7.58 

70 

6 

27 

1  14 

41.8 

12 

4.42 

4.93 

4.78 

3.8 

Utilities  A 

46 

52/40 

116 

7 

3.21 

23 

8 

63 

112 

1 10.3 

12 

3.68 

6.57 

7.39 

6.1 

Paper  B 

26 

29/26 

121 

8 

9.07 

73 

2 

33 

194 

45.9 

12 

2.60 

3.24 

3.16 

2.6 

Utilities  A 

64 

64/32 

236 

10 

1.51 

15 

71 

87 

79 

139.4 

12 

4.66 

6.43 

7.69 

6.1 

Nonbank  fin.  A 

43 

47/36 

222 

10 

3.14 

32 

1 1 

43 

115 

41.1 

12 

3.19 

4.26 

4.80 

4.9 

Housing  A 

43 

44/32 

683 

17 

3.01 

52 

7 

52 

1  15 

91.0 

07 

2.07 

2.51 

2.91 

2.0 

Health  care  B 

42 

43/32 

242 

NM 

2.36 

476 

25 

65 

117 

77.6 

12 

1.56 

0.21 

2.49 

1 1.6 

Fuel  B 
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ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


12 
MONTHS 


KK;  AMERICAN  CYANAMIO 

107  McCAW  CELLULAR  COMMUNICATIONS 


4911 


1 1 1 
235 


4592 
311 


10 
58 


305.6 
-297.0 


16 
NM 


6.7 
NM 


6.3 
NM 


14.9 
NM 


15.4 
NM 


4593 


4907 
4901 


2076 


108  ALIIED-SIONAL 

109  PUBLIC  SERVICE  ENTERPRISE  GROUP 


105 
103 


1 1909 
4395 


463.0 

559.9 


-10 
0 


3.9 
12.7 


4.6 
13.3 


13.1 
9.8 


14.2 
13.5 


10005 


4877 
4869 


11690 


110  TOYS  'R'  US 


115 


4000 


28 


268.0 


31 


6.7 


6.5 


19.5 


21.2 


2903 


111  KIMBERLY-CLARK 


4830 
4775 


110 


5394 


10 


378.6 


16 


7.0 


6.6 


16.8 


20.3 


4268 


112  TEXAS  UTILITIES 

113  BAXTER  INTERNATIONAL 


123 
74 


4154 
6861 


2 
10 


737.6 
388.0 


-4 
20 


17.8 
5.7 


9.5 
NA 


1  1.4 
12.1 


16058 


4757 
4747 


5.2 


8550 


114 
115 


GENERAL  MILLS 
AMP 


119 
81 


5429 
2670 


10 
15 


280.7 
319.1 


13 

28 


5.2 
12.0 


5.0 
10.8 


22.6 
20.5 


33.6 
21.0 


2870 


4619 


2376 


116  TELE-COMMUNICATIONS 

117  TIMES  MIRROR 


4614 


121 
102 


2134a 
3333y 


51 
6 


-0.8 
331.9 


NM 
25 


NM 
10.0 


3.6 
8.5 


-0.1 
14,6 


-0.1 
20.7 


7618 


4549 
4482 


3380 


118 
119 


SECURITY  PACIfIC 
RAYTHEON 


163 
99 


8483 
8192 


1 1 
7 


638.9 
489.6 


3969 
10 


7.5 
6.0 


0.2 
5.8 


15.7 
25.3 


17.5 
24.3 


77870 


4480 
4469 


4740 


120  MELVILLE 


151 


6780 


14 


354.5 


24 


5.2 


4.8 


NA 


23.2 


2736 


121  DUKE  POWER 


4456 
4439 


1  13 


3627 


448.1  -10 


12.4 


13.5 


8.9 


1  1.5 


8891 


122 
123 


NCR 
INTEL 


95 
92 


5990 
2875 


6 
51 


439.3 
452.9 


5 
83 


7.3 
15.8 


7.4 
13.0 


17.4 
19.8 


19.6 
21.8 


4717 


4423 
4369 


3550 


124  LIN  BROADCASTING 

12  )  AMERICAN  TV  &  COMMUNICATIONS 


184 
198 


226 
812 


82.1 
70.4 


48 

42 


36.4 

8.7 


26.6 
6.9 


20.8 

10.7 


19.7 
29,4 


573 


4304 


1508 


126 
127 


UNISYS 

APPLE  COMPUTER 


4302 


96 
86 


9902 
4434 


680,6 
419,3 


18 
50 


6,9 
9,5 


6,0 
9.2 


1 1.2 
36.7 


16.3 
36.7 


1 1535 


4296 
4272 


46 
6 


2276 


128  MARSH  &  McLENNAN 

129  BROWNING-fERRIS  INDUSTRIES 


132 
124 


2272y 
2172 


296.3 
235.7 


-2 
28 


13.0 
10.9 


14.1 
10.5 


40.8 
14.4 


39.8 
21.7 


1830 


4264 
4222 


23 
1 1 


2337 


130  BORDEN 


128 


7244 


31 1.9 


17 


4.3 


4.1 


13.1 


16,9 


4440 


131  PACIFICORP 


4222 
4162 


138 


3519 


7 
20 


446.7 


12.7 


12.5 


NA 


23.1 


1 1396 


132 
133 


UNION  CARBIDE 
AMERICAN  GENERAL 


164 
108 


8324 
3823 


720.0 
413.0 


210 
6 


8.7 
10.8 


3.4 
11.4 


20.5 
NA 


44.4 
9.4 


8441 


4147 
4126 


12 
5 


30422 


134 
13.'. 


CIGNA 

BANKAMERICA 


138 
333 


17889 
10181 


410.2 
547.0 


-35 
NM 


2.3 
5.4 


3.7 
NM 


NA 

12,8 


7,5 
14,2 


55825 


4082 


94647 


136  ARCHER-DANIELS-MIDLAND 

137  CPC  INTERNATIONAL 


4071 


156 
131 


7379 
4700 


19 


364.4 
289.1 


10 
-19 


4.9 
6.2 


5.4 
7.2 


1 1.6 
NA 


12.9 
25.4 


4817 


4064 
4028 


3342 


138  PHILADELPHIA  ELECTRIC 

139  DOMINION  RESOURCES 


143 
126 


3229 
3344 


566.0 
491.0 


17.5 
14.7 


17.0 
14.7 


9.9 
9.6 


13.0 
13.6 


1 1863 


4022 
4012 


10282 


140  CBS 


137 


2778 


283.4  108 


10.2 


4.9 


10.9 


12.3 


4579 


141  CAMPBELL  SOUP 


4010 
3980 


136 


5269 


14 
15 
1  1 


258.8 


-2 


4.9 


5.7 


1  1.3 


13.3 


4100 


142 
143 


QUAKER  OATS 
GEORGIA-PACIFIC 


142 
135 


5616 
9509 


259.2 
467.0 


24 
2 


4.6 
4.9 


4.3 
5.3 


18.2 
1 1.4 


20.1 
17.7 


2942 


3978 
3937 


7114 


144 
14,5 


TELEDYNE 
TANDY 


134 
153 


4523 
3992 


391,8 
321,3 


4 
1  1 


8.7 
8.0 


9.0 
7.9 


16.2 
NA 


18.3 
17.4 


5125 


3937 


2877 


146 
147 


TRAVELERS 
DEERE 


3933 


145 
174 


18986 
5461 


429.6 
296.3 


0 
124 


2.3 
5.4 


2.4 

2.8 


NA 
13.5 


9.2 
12.1 


53332 


3905 
3878 


16 
9 


5703 


148 
149 
150 


CONTEL 
FPL  GROUP 
PNC  FINANCIAL 


213 
139 
160 


2964 
5854 
3827 


311.6 
493.3 
442.7 


262 
9 
73 


10.5 
8.4 
1 1.6 


3.2 
10.2 
8.1 


NA 
10.2 


20.2 
13.7 


5907 


3852 
3811 


32 
21 


1 1793 


31.0 


17.5 


40811 
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« - 

1  VALUATION 

1 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

IHDU^TRV  GDnUP 

1  - 

RECENT 
SHARE 

PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

50 

56/44 

247 

15 

2.40 

35 

5 

54 

98 

97.4 

12 

2.89 

3.41 

4.00 

3.5 

Chemicals 

37 

40/18 

5395 

NM 

0.00 

0 

65 

10 

132 

41.5 

12 

-1.31 

-2.39 

-1.26 

55.7 

Telecomms.  A 

33 

37/31 

150 

11 

5.43 

58 

9 

49 

148 

42.1 

12 

3.07 

3.10 

3.46 

2.0 

Conglomerates 

24 

25/22 

124 

9 

8.59 

79 

5 

35 

205 

37.5 

12 

2.55 

2.57 

2.59 

4.2 

Utilities  A 

38 

41/33 

386 

19 

0.00 

0 

5 

68 

129 

62.7 

01 

1.56 

2.04 

2.53 

3.6 

Retailing 

60 

66/51 

259 

13 

2.67 

34 

10 

54 

81 

80.7 

12 

3.73 

4.71 

5.36 

3.0 

Paper  B 

28 

29/25 

85 

7 

10.34 

73 

8 

55 

169 

1 13.5 

12 

4.55 

4.00 

4.17 

4.8 

Utilities  A 

19 

26/16 

158 

15 

2.58 

38 

-23 

54 

246 

85.6 

12 

1.10 

1.31 

1.54 

3.5 

Health  care  D 

58 

58/43 

550 

16 

3.26 

51 

13 

59 

82 

67.4 

05 

3.05 

3.71 

4.36 

2.0 

Food  B 

43 

54/41 

304 

15 

2.79 

41 

-10 

74 

107 

61.6 

12 

2.31 

2.96 

3.26 

3.1 

Electrical  D 

28 

30/20 

504 

NA 

0.00 

NA 

1 

65 

165 

103.7 

12 

0.04 

NAd 

0.05 

424.7 

Publishing/TV  A 

35 

39/29 

283 

14 

2.83 

39 

-6 

37 

129 

36.7 

12 

2.06 

2.58 

2.35 

4.0 

Publishing/TV  B 

40 

42/28 

127 

7 

4.92 

35 

21 

64 

112 

79.2 

12 

0.01 

5.59 

6.36 

2.5 

Banks  D 

68 

74/61 

223 

9 

2.96 

27 

-2 

64 

66 

49.9 

12 

6.12 

7.35 

8.01 

1.8 

Electrical  B 

41 

41/31 

293 

13 

3.17 

40 

22 

38 

109 

38.0 

12 

2.63 

3.26 

3.48 

12.4 

Retailing 

44 

48/42 

129 

1 1 

6.73 

76 

0 

45 

101 

40.8 

12 

4.40 

3.90 

4.70 

3.2 

Utilities  A 

56 

70/51 

198 

10 

2.22 

23 

-4 

64 

79 

97.3 

12 

4.51 

5.33 

5.73 

2.1 

Office  equipment  B 

25 

37/19 

213 

10 

0.00 

0 

-9 

71 

181 

223.8 

12 

0.98 

2.51 

2.10 

13.4 

Electrical  D 

85 

96/50 

1048 

55 

0.00 

0 

72 

71 

51 

161.0 

12 

0.99 

1.54 

2.02 

5.6 

Publishing/TV  A 

40 

40/22 

1796 

61 

0.00 

0 

41 

16 

109 

23.0 

12 

0.45 

0.65 

0.98 

6.5 

Publishing/TV  A 

?7 

39/25 

122 

8 

3.69 

28 

-19 

72 

159 

99.6 

12 

3.15 

3.58 

3.58 

6.5 

Office  equipment  B 

35 

48/35 

376 

11 

1.15 

13 

-15 

65 

123 

291.3 

09 

1.65 

3.08 

3.34 

4.8 

Office  equipment  B 

60 

60/48 

574 

15 

4.18 

61 

16 

59 

72 

36.3 

12 

4.06 

4.09 

4.32 

4.4 

Nonbonk  fin.  A 

29 

30/21 

392 

19 

1.95 

37 

8 

61 

148 

59.0 

09 

1.15 

1.51 

1.79 

1.4 

Services  C 

57 

61/48 

228 

14 

2.73 

37 

5 

48 

74 

47.7 

12 

3.62 

4.22 

4.86 

1.3 

Food  B 

34 

37/33 

229 

10 

7.71 

76 

7 

21 

123 

28.6 

12 

3.60 

3.46 

3.72 

5.0 

Utilities  A 

30 

33/17 

257 

6 

3.31 

19 

30 

59 

138 

177.1 

12 

1.76 

5.31 

6.32 

9.0 

Chemicals 

34 

37/27 

95 

10 

4.48 

47 

2 

67 

124 

50.0 

12 

3.82b 

3.22 

3.64 

8.5 

Nonbank  fin.  B 

53 

55/43 

81 

1 1 

5.64 

61 

17 

82 

79 

52.7 

12 

7.25 

4.89 

4.71 

12.2 

Nonbonk  fin.  B 

22 

22/9 

119 

8 

0.68 

5 

142 

31 

186 

99.7 

12 

-6.43 

2.77 

4.55 

19.0 

Bonks  D 

23 

24/18 

144 

12 

0.44 

5 

16 

56 

178 

81.5 

06 

1.47 

1.95 

2.07 

7.0 

Food  B 

CO 

58/44 

357 

14 

3.08 

43 

9 

59 

78 

75.7 

12 

4.34 

3.68 

4.19 

1.7 

Food  B 

1  20 

21/17 

112 

8 

11.28 

94 

16 

17 

207 

45.0 

12 

2.33 

2.33 

2.34 

3.7 

Utilities  A 

41 

45/40 

125 

9 

7.80 

71 

2 

36 

98 

51.8 

12 

4.54 

4.52 

4.52 

3.2 

Utilities  A 

70 

183/146 

183 

15 

2.59 

40 

0 

70 

24 

61.5 

12 

5.21 

11.02 

10.69 

11.5 

Publishing/TV  A 

31 

35/24 

207 

17 

2.97 

49 

12 

52 

129 

23.8 

07 

1.91 

1.87 

2.37 

2.2 

Food  B 

50 

62/43 

308 

16 

2.39 

38 

15 

51 

79 

79.8 

06 

2.36 

3.20 

3.71 

2.7 

Food  B 

42 

43/33 

151 

9 

3.34 

29 

8 

62 

95 

70.6 

12 

4.23 

4.76 

5.56 

10.9 

Paper  A 

52 

373/317 

184 

10 

1.14 

12 

5 

37 

1 1 

38.1 

12 

32.25 

34.03 

30.31 

6.8 

Conglomerates 

44 

49/38 

213 

12 

1.37 

17 

9 

64 

90 

98.2 

06 

2.70 

3.54 

3.80 

1.5 

Office  equipment  B 

38 

39/33 

86 

9 

6.25 

58 

6 

71 

103 

52.6 

12 

4.10b 

4.14 

3.66 

10.1 

Nonbank  fin.  B 

52 

52/41 

159 

13 

2.30 

30 

12 

87 

75 

128.0 

10 

-1.46 

4.06 

4.92 

12.6 

Manufacturing  C 

49 

49/31 

251 

13 

4.21 

53 

43 

59 

79 

63.4 

12 

1.00b 

3.95 

3.54 

4.1 

Telecomms.  B 

29 

32/28 

118 

9 

7.49 

64 

4 

47 

131 

48.6 

12 

3.10 

3.42 

3.35 

3.8 

Utilities  A 

41 

47/38 

152 

8 

4.54 

37 

2 

46 

92 

41.9 

12 

3.00 

5.09 

5.60 

2.1 

Bonks  A 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS 

CC  Tin*  A  TCC 

kbIIMAitS 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

35 

62/28 

76 

NM 

5.09 

NM 

-33 

50 

106 

29.2 

12 

3.18b 

0.06 

3.09 

14.4 

Fuel  B 

52 

52/38 

231 

23 

1,32 

30 

6 

54 

73 

95.6 

1 2 

1.82 

2.26 

2.40 

9.6 

Leisure  B 

45 

48/32 

197 

13 

2.48 

32 

19 

70 

82 

76.2 

01 

2.41 

3.45 

3.91 

5.7 

Retailing 

35 

48/32 

1103 

34 

0.14 

5 

3 

NA 

105 

14.3 

12 

0.83 

1.03 

1.44 

12.1 

Metals  C 

59 

66/53 

111 

9 

0.00 

0 

-1 

95 

62 

18.9 

1 2 

6.50b 

6.32 

5.17 

9.3 

Nonbonk  fin.  B 

24 

26/15 

782 

25 

1.49 

38 

0 

36 

150 

89.5 

06 

0.61 

0.96 

1.38 

5.8 

Health  care  B 

67 

71/50 

163 

7 

4.45 

33 

19 

69 

53 

58.3 

1 2 

0.52 

9.20 

10.36 

3.5 

Banks  D 

49 

49/29 

222 

14 

1.46 

20 

69 

64 

71 

173.9 

1 2 

-0.71 

3.62 

3.91 

4.4 

11   I  i  L  i~ 

Meaitn  care  C_ 

59 

62/39 

114 

7 

0.00 

0 

44 

83 

59 

187.4 

1 2 

3.28 

7.92 

7.57 

15.8 

Transportation  A 

17 

17/9 

71 

8 

1.19 

10 

76 

69 

205 

54.8 

1 2 

1.74 

2.01 

2.20 

4.5 

Utilities  A 

32 

34/24 

105 

NM 

3.88 

DEF 

14 

79 

107 

101.4 

12 

2.78 

-0.33 

3.89 

16.4 

Transportation  B 

89 

91/59 

112 

10 

3.16 

31 

42 

39 

38 

47.4 

1 2 

7.75 

9.13 

9.10 

7.3 

Aerospace 

25 

30/24 

219 

12 

1.94 

23 

-6 

53 

137 

49.1 

1 2 

1.65 

2.10 

2.38 

5.4 

Housing  A 

94 

94/72 

583 

18 

0.85 

15 

14 

70 

36 

72.3 

1 2 

4.14 

5.34 

6.50 

2.3 

Nonbank  fin.  A 

31 

35/26 

469 

16 

0.79 

12 

4 

33 

1 1 1 

51.2 

12 

1.67 

1.95 

2.32 

1.9 

Leisure  C 

35 

49/32 

NEG 

14 

2.46 

35 

-10 

42 

97 

163.1 

1  2 

2.00 

2.45 

2.82 

2.1 

Consumer  D 

32 

32/23 

262 

NA 

3.78 

NA 

22 

4 

106 

1 1.0 

1 2 

NA 

-2.58 

0.61 

55.98 

Fuel  B 

43 

48/40 

264 

14 

2.44 

35 

-2 

71 

78 

50.0 

1 2 

2.53 

3.00 

3.49 

4.6 

Office  equipment  A 

41 

41/30 

95 

5 

5.07 

26 

12 

71 

81 

1 14.8 

1 2 

0.02 

8.09 

7.92 

6.7 

Banks  A 

21 

25/14 

685 

23 

0.00 

0 

5 

25 

157 

49.2 

1 2 

2.19 

0.93 

0.88 

33.9 

Transportation  B 

32 

38/30 

211 

19 

3.01 

58 

-5 

46 

103 

82.8 

12 

2.20 

1.66 

2.09 

5.3 

Conglomerates 

26 

29/20 

113 

15 

2.51 

39 

19 

59 

128 

82.9 

12 

0.86 

1.65 

2.98 

8.7 

Nonbank  fin.  A 

25 

28/22 

167 

10 

3.64 

35 

-1 

45 

129 

31.5 

12 

1.98 

2.61 

2.98 

1.4 

Banks  B 

27 

33/27 

93 

8 

10.91 

82 

-3 

60 

118 

70.8 

12 

3.74 

3.62d 

3.35 

8.6 

Utilities  A 

30 

37/25 

152 

37 

3.32 

123 

-7 

68 

106 

80.0 

1 2 

0.45 

0.81 

1.39 

20,6 

Fuel  C 

66 

76/48 

362 

17 

3.03 

52 

15 

54 

49 

136.4 

1 2 

3.27 

3.83 

t 

T 

rublisnmg/TV  B 

47 

50/40 

318 

21 

3.18 

67 

4 

53 

69 

66.7 

1 2 

0.01 

2.22 

3.81 

4,8 

Consumer  D 

10 

12/9 

791 

28 

1.03 

29 

-7 

3 

322 

10.4 

1 2 

0.27 

0.35 

NA 

NM 

Food  C 

50 

61/43 

186 

1 1 

3.31 

37 

14 

59 

64 

146.0 

01 

3.81 

4.47 

5.02 

2.4 

Retailing 

38 

42/34 

195 

16 

4.62 

75 

5 

34 

82 

24.5 

1 2 

2.24 

2.34 

2.84 

7.7 

Utilities  B 

36 

36/20 

164 

12 

2.78 

34 

53 

52 

86 

56.2 

1 2 

2.03 

2.90 

3.22 

3.0 

Banks  C 

31 

37/29 

313 

13 

2.35 

31 

-4 

31 

101 

22.1 

12 

2.10 

2.35 

1.94 

4.9 

rublistiing/TV  B 

35 

35/24 

74 

3 

6.79 

20 

37 

71 

88 

1 10.5 

1 2 

-1 1.56 

11.55 

6.98 

14.0 

Banks  A 

43 

44/29 

292 

NM 

1.41 

DEF 

40 

40 

72 

221.8 

12 

1.88 

-0.34 

2.25 

16.5 

Leisure  D 

20 

21/17 

115 

16 

9.80 

161 

17 

20 

153 

52.3 

12 

2.40 

1.22 

2.33 

9.5 

Utilities  A 

38 

57/35 

177 

9 

1.91 

18 

-22 

74 

81 

142.3 

1 2 

2.96 

4.05 

3.89 

1 1.9 

Electrical  D 

41 

43/34 

259 

15 

2.17 

32 

-6 

43 

75 

37.6 

12 

1.80 

2.78 

3.12 

2.4 

D.  .L  l"    1_  •     _  /T\/  D 

ruDlishing/TV  B 

84 

85/70 

234 

NM 

3.59 

DEF 

18 

53 

36 

61.0 

12 

0.72 

-5.22 

4.18 

17.4 

Fuel  B 

34 

36/25 

193 

10 

2.36 

25 

20 

55 

89 

68.2 

1 2 

2.05 

3.25 

2.55 

14.7 

nAn ni  iT/i^ti irinn  A 
IViU  1  lU  ■  U^IUl  lllv|  r\ 

36 

40/24 

497 

28 

0.00 

0 

24 

56 

84 

93.1 

03 

1.29 

1.88d 

2.47 

4.3 

Office  equipment  C 

41 

43/34 

163 

8 

1.96 

15 

6 

67 

73 

62.1 

12 

3.06 

5.23 

4.44 

5.3 

Paper  B 

31 

38/30 

92 

7 

3.20 

21 

-5 

69 

95 

81.9 

12 

4.03 

4.80 

5.23 

5.7 

Paper  B 

36 

36/25 

139 

24 

1.66 

40 

20 

55 

82 

76.4 

12 

2.73 

1.51 

2.68 

15,9 

Fuel  B 

55 

63/40 

145 

6 

1.83 

1 1 

31 

75 

54 

140.8 

12 

3.95 

9.01 

9.14 

9.4 

Metals  A 

24 

24/20 

269 

13 

1.97 

25 

2 

39 

121 

32.2 

12 

1.57 

1.91 

2.12 

5,0 

Chemicals 
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A  small  world?  A  global  village'  Not  to  and  more  punishing  every  year  An  environ-  Worldwide 

meone  trying  to  do  business  overseas.  ment  in  v\/hich  traditional  ideas  no  longer  work.  Information 

If  your  computer  problems  are  large,  far-         To  succeed  today,  you  need  a  different  —  

ing,  and  international,  give  us  a  call.  kind  of  computer  company.  A  new  one.  — ^  ^"^^  

I  are  we.  Know  Bull.   


I We're  Bull.  A  computer  company  for  a  1-800-543-6699.  Phone  for  a  copy  of  our 

isiness  environment  that's  faster,  harder,      corporate  brochure. 


196  R.  R.  DONNELLEY  &  SOWS 

197  CAROLINA  POWER  &  LIGHT 


2923 


185 
194 


2878 
2273 


16 
9 


205.3 
196.8 


-6 
-44 


7.1 
8.7 


14.9 
6.8 


15.8 
7.1 


2346 
7504 


2893 
2854 


16.8 
16.5 


198  CENTRAL  &  SOUTH  WtSl 

199  ARCO  CHEMICAL 


178 
167 


2512 
2700 


3 
38 


356.0 
494.0 


-1 1 
92 


14.2 
18.3 


10.4 
33.4 


12.5 
37.5 


8110 
2548 


2844 
2842 


13.2 
3.8 


200  MERRILL  LYNCH 


205 


10547y 


463.2 


25 


4.4 


NA 


13.3 


62457 


201  AFflLIATED  PUBLICATIONS 


2835 
2824 


255 


534 


29.2 
5.7 


-34.4 


425 


202 
20.3 


GENUINE  PARTS 
COOPER  INDUSTRIES 


176 
179 


2942 
4258y 


13 
19 


181.4 
224.4 


22 
29 


6.2 
5.3 


NA 

9.3 


21.8 
13.2 


1 141 
4384 


2794 
2793 


4.8 
7.4 


204  FLEET/NORSTAR  FINANCIAL  GROUP 
20:)  CHEMICAL  WASTE  MAHAGEMENT 


241 
191 


3051 
700 


13 
25 


335.8 
1  16.9 


68 

35 


1 1.0 
16.7 


NA 
NA 


18.9 
22.3 


29052 

876 


2776 


15.5 


206 
207 


DELTA  AIR  LINES 
LOCKHEED 


2755 


232 
197 


7323 
10590 


15 

-6 


344.5 
442.0 


48 
4 


4.7 
4.2 


3.7 


12.9 
NA 


14.5 
18.5 


5816 
6643 


2752 
2748 


3.8 
14.2 


208 
209 


WASHINGTON  POST 
HUMANA 


1368 
3580 


4 

17 


269.1 
231.6 


44 

20 


19.7 
6.5 


28.4 
13.7 


32.4 
19.8 


1422 
3529 


2747 
2712 


220 


6.3 
3.8 


210  HONEYWELL 


187 


7148 


-434.9  NM 


NM 


NM 


-25.1 


5089 


211  NEWMONT  MINING 


2710 
2692 


247 


500 


38 


96.7 


-69 


19.3 


85.6 
5.2 


NA 


-29.2 


1715 


212  GOODYEAR  TIRE  &  RUBBER 
SUNTRUST  BAHKS 


147 
182 


10810 
2889 


9 
13 


350.1 
308.7 


-32 
9 


3.2 
10.7 


10.2 
18.9 


17.3 
16.4 


8618 
29177 


2678 
2676 


1 1.0 
2.7 


214 

21.T 


TEXAS  EASTERN 
COMPAQ  COMPUTER 


350 
306 


3481 
2066 


-4 
69 


166.9 
255.2 


74 

87 


4.8 

12.4 


8.2 
24.6 


12.4 

31.3 


4869 
1590 


2674 


11.1 


216  AUTOMATIC  DATA  PROCESSING 

217  CHUBB 


2673 


157 
225 


1617y 
398  ly 


10 
7 


178.2 
372.6 


19 


1 1.0 
9.4 


10.2 


16.6 
NA 


19.4 
16.5 


1593 
9741 


2662 
2656 


9.3 
3.6 


218 
219 


TRW 
CENTEL 


171 
269 


6982 
1095 


261.0 
109.8 


3.7 
10.0 


14.0 
9.4 


16.6 
11.9 


4442 
3753 


2655 
2640 


12.6 
22.7 


220  UST 


334 


619x 


162.2 


24 


26.2 


35.4 


36.8 


598 


221  PENNSYLVANIA  POWER  &  LIGHT 


2634 
2607 


202 


2214 


332.0 


10 


15.0 


14.5 
4.8 


9.3 


13.7 


7525 


NORDSTROM 
HILTON  HOTELS 


272 
258 


2328 
954y 


21 
13 


123.3 
130.9 


33 
-6 


5.3 
13.7 


16.1 
14.4 


20.7 
16.6 


1512 
1893 


2607 
2594 


16.6 

2.1 


224 


ALBERTSON'S 
W.  R.  GRACE 


297 
242 


6773 
5786 


15 
28 


162.5 
192.1 


30 
35 


2.4 
3.3 


18.2 
8.6 


21.5 
13.2 


1594 
5171 


2589 


3.1 


226 
227 


USF&G 
UAL 


2578 


211 
106 


5582 
8982 


16 


305.7 
599.9 


-18 
NM 


5.5 
6.7 


7.7 


14.3 
25.3 


16.0 
50.0 


12361 
6593 


2574 
2568 


NM 

19.4 


228 
229 


DETROIT  EDISON 
TRANSAMERICA 


278 
196 


3102 
7879y 


-235.3 
346.4 


NM 

-1 


NM 
4.4 


2.0 
10.5 


-10.3 
12.8 


1081 1 
26759 


2567 
2566 


4.8 
4.3 


230  EMHART 


376 


2763 


13 


126.6 


19 


4.6 


10.1 


14.0 


2427 


231  HIMONT 


2541 
2530 


207 


171  lo 


47 


372.9 


64 


21.8 


19.5 
4.3 


26.9 


27.5 


1905 


232 
233 


PACIFIC  ENTERPRISES 
MICROSOFT 


183 
175 


5932 
719 


10 
57 


229.3 
151.4 


-1 
63 


3.9 
21.1 


NA 
NA 


1 1.8 
32.5 


6866 
605 


2513 
2495 


20.4 
5.0 


234 


FEDERAL  EXPRESS 
DRESSER  INDUSTRIES 


249 
245 


4244 

3989 


21 

25 


192.0 
135.7 


9 

233 


4.5 

3.4 


10.7 
9.4 


13.7 
9.0 


3145 
2899 


2488 


1.3 


236  MORGAN  STANLEY  GROUP 

237  CONAGRA 


2476 


377 
275 


4109y 
10341 


31 
12 


394.6 
171.7 


71 
16 


9.6 
1.7 


7.3 


69.9 
15.8 


31.7 
19.2 


40527 
3994 


2472 
2415 


1.6 
NM 


238 
239 
240 


FIRST  CHICAGO 
UHIOH  ELECTRIC 
MARTIN  MARIETTA 


386 
234 
216 


4816 
2029 
5727 


14 
4 
1  1 


513.1 
291.6 
319.8 


NM 
-13 
39 


10.7 
14.4 
5.6 


NA 
9.3 


26.4 
13.8 


44432 
5827 


2413 
2370 


17.2 
4.5 


20.5  26.6 


3319 
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VAIUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

RECENT 
SHARE 
PRICE 
$ 

)2-M0NTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
AQUAL 
$ 

1988 
AQUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

38 

39/32 

225 

14 

2.34 

33 

4 

60 

78 

34.2 

12 

2.80 

2.64 

2.91 

1.7 

Services  D 

36 

38/32 

126 

18 

7.89 

139 

8 

37 

80 

45.2 

12 

3.90 

2.04 

3.95 

2.4 

Utilities  A 

30 

34/30 

110 

9 

8.60 

76 

2 

51 

94 

44.5 

12 

3  92 

3.43 

3.83 

7.1 

Utilities  A 

30 

38/26 

216 

6 

3.38 

20 

2 

15 

96 

30.9 

12 

NA 

5.00 

5.32 

4.7 

Chemicals 

28 

32/22 

85 

7 

3.57 

24 

19 

46 

102 

68.7 

12 

3.51b 

4.21 

2.55 

8.0 

Nonbank  fin.  A 

41 

45/24 

1205 

55 

0.54 

29 

40 

26 

69 

32.8 

12 

2.04 

0.75 

0.86 

6.8 

Publishing/TV  B 

37 

41/33 

340 

16 

2.85 

44 

-4 

56 

77 

35.0 

12 

1.88 

2.35 

2.62 

2.1 

Services  B 

55 

63/50 

165 

13 

3.63 

45 

-2 

58 

51 

56.2 

12 

3.47 

4.41 

5.04 

2.7 

Electrical  A 

26 

28/22 

161 

9 

4.92 

43 

12 

36 

107 

30.2 

12 

1.82b 

3.01 

3.40 

2.4 

Banks  A 

28 

29/21 

529 

24 

0.58 

14 

3 

14 

100 

19.3 

12 

0.87 

1.17 

1.45 

3.2 

Services  C 

56 

60/45 

116 

9 

2.14 

19 

14 

71 

49 

123.5 

06 

5.90 

6.30 

6.76 

12.5 

Transportation  A 

46 

50/39 

115 

6 

3.45 

22 

16 

78 

59 

103.6 

12 

6.64 

7.34 

6.49 

5.1 

Aerospace 

214 

229/187 

331 

10 

0.86 

9 

-2 

51 

13 

18.1 

12 

14.52 

20.91 

14.31 

2.7 

Publishing/TV  B 

28 

29/21 

234 

12 

3.29 

40 

26 

64 

98 

61.2 

08 

1.86 

2.30 

2.54 

1.9 

Health  core  C 

63 

76/57 

157 

NM 

3.34 

DEF 

2 

73 

43 

98.3 

12 

5.75 

-10.22 

6.23 

7.3 

Electrical  C 

40 

47/32 

NEG 

28 

1.49 

42 

27 

30 

67 

51.2 

12 

5.25 

1.44 

1.60 

40.2 

Metals  C 

47 

68/47 

133 

8 

3.84 

29 

-16 

64 

57 

1 19.7 

12 

8.49 

6.1 1 

7.26 

7.9 

Automotive  C 

21 

25/20 

142 

9 

3.66 

32 

-6 

43 

129 

26.7 

12 

2.17 

2.38 

2.64 

1.6 

Banks  C 

50 

53/24 

198 

16 

2.00 

32 

84 

54 

53 

171.5 

12 

1.80 

3.13 

2.12 

19.9 

Utilities  B 

69 

76/47 

328 

1 1 

0.00 

0 

38 

69 

39 

330.1 

12 

3.57b 

6.27 

7.34 

6.5 

Office  equipment  B 

36 

47/35 

291 

16 

1.44 

24 

-19 

63 

74 

77.9 

06 

1.76 

2.20 

2.49 

1.3 

Office  equipment  C 

66 

66/51 

118 

7 

3.30 

24 

5 

70 

41 

64.2 

12 

8.29 

8.85 

8.58 

6.6 

Nonbank  fin.  B 

44 

54/41 

170 

10 

3.90 

41 

-7 

75 

60 

42.5 

12 

3.95b 

4.23 

4.39 

6.7 

Conglomerates 

67 

67/41 

292 

26 

2.74 

71 

53 

50 

39 

65.1 

12 

3.55 

2.60 

2.56 

21.6 

Telecomms.  B 

24 

24/14 

600 

17 

3.83 

65 

45 

51 

1 10 

54.8 

12 

1.13 

1.41 

1.68 

3.0 

Consumer  E 

35 

38/34 

128 

9 

7.89 

74 

3 

30 

75 

35.0 

12 

3.32 

3.73 

3.66 

4.9 

Utilities  A 

32 

34/22 

437 

21 

0.88 

19 

28 

34 

81 

81.8 

01 

1.13 

1.51 

1.80 

5.1 

Retailing 

55 

55/42 

330 

20 

1.83 

37 

17 

44 

48 

57.9 

12 

2.80 

2.72 

3.01 

3.4 

Leisure  C 

39 

43/28 

344 

16 

1.45 

23 

46 

42 

67 

40.9 

01 

1.88 

2.44 

2.75 

5.6 

Food  C 

31 

31/24 

179 

11 

4.59 

52 

1 

64 

85 

61.6 

12 

1.67b 

2.69d 

2.62 

5.0 

Chemicals 

31 

34/29 

142 

9 

8.41 

74 

4 

45 

82 

131.8 

12 

4.92 

3.57 

3.11 

9.6 

Nonbank  fin.  B 

120 

128/75 

215 

6 

0.00 

0 

58 

85 

22 

267.8 

12 

-0.08 

20.20 

16.29 

21.5 

Transportation  A 

18 

19/12 

93 

NM 

9.60 

DEF 

34 

25 

147 

55.6 

12 

3.25 

-1.94 

2.12 

9.9 

Utilities  A 

34 

37/30 

99 

8 

5.51 

43 

4 

47 

75 

44.5 

12 

4.51 

4.42 

4.38 

6.3 

Nonbank  fin.  A 

41 

41/19 

286 

20 

2.14 

44 

91 

56 

62 

64.6 

12 

1.70 

2.02 

2.28 

2.3 

Manufacturing  A 

39 

47/33 

187 

7 

3.57 

25 

16 

12 

65 

27.9 

10 

3.77 

5.71 

5.56 

1 1.6 

Chemicals 

40 

50/36 

138 

1 1 

8.75 

99 

-12 

19 

64 

40.1 

12 

3.69 

3.51 

2.93 

13.5 

Utilities  B 

47 

71/45 

540 

21 

0.00 

0 

0 

18 

54 

222.1 

06 

1.30 

2.22 

3.06 

6.6 

Office  equipment  C 

48 

56/39 

178 

12 

0.00 

0 

13 

71 

52 

84.7 

05 

3.56 

3.88d 

4.56 

9.4 

Transportation  C 

37 

37/25 

165 

21 

2.16 

45 

24 

76 

67 

81.5 

10 

0.22 

1.78 

2.38 

8.6 

Manufacturing  C 

70 

70/37 

207 

7 

1.30 

9 

59 

35 

36 

45.6 

12 

5.99 

10.26 

8.29 

21.6 

Nonbank  fin.  A 

31 

34/24 

279 

13 

2.49 

32 

18 

38 

80 

39.0 

05 

1.94 

2.41d 

2.77 

3.8 

Food  B 

39 

39/23 

132 

5 

4.65 

22 

58 

71 

62 

96.9 

12 

-10.71 

8.20 

6.71 

3.7 

Banks  B 

24 

25/22 

127 

9 

8.47 

78 

4 

38 

102 

53.9 

12 

2.91 

2.56 

2.58 

7.0 

Utilities  A 

45 

48/38 

197 

7 

2.45 

18 

-5 

54 

53 

51.2 

12 

4.25 

6.02 

5.74 

4.0 

Aerospace 

'is  TO  TABLES  APPEAR  ON  PAGES  218-219 
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MARKET  VAIUE  SALES 


YEAR 
AGO 
RANK 


\7 

MONTHS 
1988 
$MIL 


CHANGE 
FROM 
1987 

% 


PROFITS 


MARGINS 


12 

MONTHS 


CHANGE 
FROM 
1987 

% 


12 
MONTHS 
1988 

% 


12 

MONTHS 
1987 

% 


INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 
MONTHS 
1988 
$MIL 


241  UNION  CAMP 

242  JAMES  RIVER  CORP.  OF  VIRGINIA 


2367 


214 
274 


2661 
5623 


13 
15 


295.1 
239.8 


42 
23 


11.1 
4.3 
3.0 


NA 
7.8 


19.8 
11.3 


3094 
5402 


2351 
2349 


4.0 
2.0 


243 
244 


ASHLAND  Oil 
CONSOLIDATED  RAIL 


290 
252 


7952 
3490 


239.6 
306.0 


64 
15 


14.5 
NA 


20.0 
7.7 


4322 
7224 


2347 
2337 


7 
13 


8.2 
9.8 


245  FIRST  WACHOVIA 


284 


2020 


244.3 


38 


12.1 


23.4 


15.7 


21815 


246  KNIGHT-RIDDER 


2337 
2329 


223 


2083 


146.8 


7.0 
16.3 


7.6 
16.6 


10.6 


16.5 


2357 


247  BALTIMORE  GAS  &  ELECTRIC 

248  AIR  PRODUCTS  &  CHEMICALS 


228 
210 


1864 
2487 


303.4 
219.5 


1 

22 


10.1 
13.3 


14.J 
16.5 


5126 
3136 


2326 
2322 


14 
16 


8.2 
6.7 


249 
2.'i0 


HERSHEY  FOODS 
TEXTRON 


229 
265 


2168 
7286 


144.5 
272.1 


16 
4 


6.7 
3.7 


13.0 
9.2 


14.9 
11.7 


1765 
12554 


2315 


3.6 


251 


MEAD 

FIRST  UNION 


2305 


230 
250 


4464 
2899 


364.1 
296.9 


67 
5 


8.2 
10.2 


5.2 


18.4 
NA 


23.8 
15.8 


3541 
28978 


2260 
2252 


10 
-2 


10.8 
7.0 


253 
254. 


VF 

DELUXE 


256 
240 


2516 
1 196 


173.7 
143.4 


6.9 
12.0 


14.8 
26.5 


16.3 
26.5 


1760 
786 


2252 
2247 


26 
28 


15.7 
16.4 


FREEPORT-MtMORAN 


296 


1945 


310.1 


25 


15.9 


NA 


NA 


3730 


256  CENTERIOR  ENERGY 


2236 
2225 


248 


2038 


-32.6 


NM 


24.7 
4.6 


NM 


-3.7 


12047 


257 
258 


GENERAL  DYNAMICS 
ROHM  &  HAAS 


236 
251 


9551 
2535 


379.0 
230.1 


-13 
18 


4.0 
9.1 


14.9 
16.8 


19.7 
19.1 


61 18 
2242 


2204 
2188 


15 
39 


8.9 

7.7 


259  GREAT  NORTHERN  NEKOOSA 

260  HOUSEHOLD  IHTERNATIONAL 


231 
294 


3588 
1278 


341.7 
183.7 


70 
12 


9.5 
14.4 


15.2 
9.6 


22.3 
15.5 


3821 
21032 


2186 


19 


15.3 


261  GENERAL  PUBLIC  UTILITIES 

262  WALGREEN 


2161 


283 
282 


2834 
4980 


6 
12 


313.8 
135.0 


11.1 
2.7 


10.8 


10.0 
16.3 


14.0 
18.6 


6415 
1634 


2145 
2144 


24 


2.5 
9.6 


263  ».  PAUL 

264  COCA-COLA  ENTERPRISES 


267 
253 


3631 
3874 


349.3 
152.6 


9.6 
3.9 


NA 
7.1 


17.3 
9.2 


10382 
4669 


2143 
2132 


16 
4 


73 
-85 


2.7 
30.5 


265  HERCULES 


215 


2802 


120.4 


4.3 


6.3 


5.9 


3325 


266  FIRST  IHTERSTATE  BANCORP 


2119 
2113 


268 


5932 


17 
14 


102.4 


NM 
5 


1.7 


NM 

7.0 


-2.3 


4.8 


58194 


267 
268 


MORTON  THIOKOL 
VIACOM 


270 
392 


2461 
1259 


159.7 
-123.1 


6.5 
NM 


13.6 
NM 


14.1 
-51.3 


2028 
3980 


2108 
2104 


25 
1 1 


NM 
10 


NM 
6.6 


269 
270 


EATON 

NEW  YORK  TIMES 


271 

212 


3469 

1700 


227.7 

161.0 


6.6 

9.5 


15.1 
14.2 


NA 

18.4 


3034 
1915 


2080 


9.5 


271  SAN  DIEGO  GAS  &  ELECTRIC 

272  AMAX 


2068 


31 1 
302 


2076 
3944x 


189.4 
740.9 


9.1 


9.4 


9.9 
NM 


14.4 
53.5 


3.533 
4076 


2047 
2038 


17 
1  1 


862 
4 


2.3 
13.5 


273  NORTHEAST  UTILITIES 

274  LINCOLN  NATIONAL 

275  NATIONAL  MEDICAL  ENTERPRISES 


254 
279 


2079 
7312 


263.4 
185.3 


12.7 
2.5 


7.9 
NM 


12.2 
8.6 


6765 
20663 


2025 
2021 


337 


3433y 


5 
15 


174.4 


-22 
1  1 


5.1 


3.4 
5.3 


9.8 


16.8 


3642 


276 


SOUTHERN  NEW  ENGLAND  TELECOMMS. 
GREAT  WESTERN  FINANCIAL 


2018 
2018 


360 


1583y 


6 
1 1 


155,4 


1  1 
17 


9.8 


9.4 
7.4 


10.5 


13.7 


3073 


277 
278 


322 
374 


3165y 
2943 


248.4 
296.3 


7.9 
10.1 


6.8 
NA 


12.7 
17.1 


32815 
8305 


CMS  ENERGY 
RYDER  SYSTEM 


2016 
2008 


1 1.5 
4.1 


279 

28^  BECTON,  DICKINSON 


222 
233 


5030 
1823 


134.6 
157.2 


-28 
19 


2.7 
8.6 


7.4 
13.1 


8.6 
15.3 


6039 
2166 


1989 


8.2 


281  KERR-McGEE 

282 


1981 


301 
310 


2743 
1194 


1 10.1 
99.3 


31 
17 


4.0 
8.3 


3.2 


NA 
18.9 


7.9 
19.4 


3123 
782 


RUBBERMAID 
SOVRAN  FINANCIAL 


1977 
1975 


18 
10 


8.3 
10.8 


283 
284 
285 


295 
262 
285 


2230 
2336 
2546 


243.1 
58.1 
226.4 


12 
NM 
22 


10.9 
2.5 
8.9 


20.7 
6.6 


17.0 
5.3 


22484 
2100 


BAKER  HUGHES 
BARNETT  BANKS 


1971 
1965 


16 
14 


NM 
8.3 


NA 


15.5 


25748 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

b  b  1  IMA  1 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIC 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT, 
MIL, 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

34 

38/31 

159 

8 

3.61 

29 

3 

69 

69 

56.5 

1 2 

2.83 

4.25 

4.81 

6.0 

Paper  B 

29 

30/21 

121 

12 

1.66 

20 

14 

69 

81 

58.4 

04 

2.36 

2.85d 

3.24 

7.8 

Paper  B 

40 

40/30 

196 

12 

2.49 

30 

19 

39 

59 

59.9 

09 

2.14 

3.29 

4.29 

11.3 

Fuel  B 

34 

37/26 

59 

8 

3.50 

27 

10 

78 

69 

80.9 

1 2 

3.88 

4.44 

4.69 

3.5 

Transportation  B 

41 

42/36 

150 

10 

3.73 

36 

6 

47 

57 

25.6 

12 

3.11b 

4.22 

4.66 

2.1 

Banks  C 

44 

49/37 

263 

17 

2.77 

47 

9 

60 

53 

54.1 

1 2 

2.65 

2.59 

3.07 

4.8 

Publishing/TV  B 

29 

34/29 

124 

8 

6.81 

58 

3 

36 

79 

41.7 

1 2 

3.47 

3.47 

3.43 

2.7 

Utilities  A 

42 

53/38 

174 

1 1 

2.83 

31 

-4 

71 

55 

83.9 

09 

2.83 

3.90 

4.30 

3.4 

Chemicals 

26 

29/22 

239 

16 

2.72 

44 

-2 

20 

90 

51.3 

1 2 

1.64 

1.60 

1.95 

2.8 

Food  B 

27 

30/22 

101 

9 

3.67 

32 

14 

48 

85 

77.6 

12 

2.97 

3.10 

3.18 

7.0 

Conglomerates 

37 

50/31 

151 

7 

2.08 

14 

9 

64 

63 

145.3 

1 2 

3.47 

5.54 

3.82 

13.2 

Paper  B 

21 

24/19 

1?0 

8 

4.73 

36 

9 

40 

107 

47.0 

1 2 

2.55 

2.76 

2.97 

3.3 

Banks  C 

33 

34/27 

2M 

13 

2.67 

35 

-2 

71 

68 

56.6 

1 2 

2.65 

2.55 

2.81 

6.6 

Consumer  A 

26 

28/21 

416 

16 

3.49 

55 

-3 

51 

85 

45.1 

1 2 

1.74 

1.68 

1.92 

2.2 

Office  equipment  A 

33 

35/23 

306 

8 

4.53 

36 

31 

62 

68 

51.9 

1 2 

3.38 

4.13 

2.70 

8.0 

Chemicals 

16 

17/12 

81 

NM 

10.08 

DEF 

10 

17 

141 

57.2 

1 2 

2.82 

-0.73 

1.85 

19.8 

Utilities  A 

53 

59/49 

116 

6 

1.87 

1 1 

-1 

46 

42 

57.2 

1 2 

10.26 

9.03 

8.89 

5.9 

Aerospace 

33 

38/30 

183 

10 

3.38 

32 

8 

62 

67 

26.0 

1 2 

2.85 

3.46 

3.84 

3.7 

Chemicals 

40 

47/35 

143 

6 

2.80 

18 

-5 

68 

55 

99.5 

1 2 

3.68 

6.21 

7.01 

6.9 

Paper  B 

63 

65/50 

197 

13 

3.38 

45 

29 

62 

35 

61.8 

1 2 

5.32b 

4.78 

6.36 

13.7 

Conglomerates 

37 

39/31 

107 

8 

4.83 

38 

24 

62 

58 

52.4 

1 2 

4.12 

4.75 

4.94 

3.2 

Utilities  A 

35 

40/27 

295 

17 

1.95 

32 

12 

45 

62 

63.4 

08 

1.68 

2.10 

2.52 

3.4 

Health  care  A 

46 

49/38 

106 

6 

4.32 

28 

7 

86 

46 

112.2 

12 

6.76 

7.26 

6.45 

6.6 

Nonbank  rin.  B 

16 

17/13 

138 

16 

0.31 

5 

2 

40 

133 

40.7 

12 

0.63 

1.03 

0.84 

14.5 

Consumer  C 

47 

54/43 

104 

18 

4.82 

88 

0 

61 

46 

80.5 

12 

14.74 

2.55 

4.28 

6.2 

Chemicals 

46 

54/41 

109 

23 

6.30 

144 

6 

80 

46 

47.2 

1 2 

-1 1.99 

2.03 

7.73 

9.0 

Banks  D 

44 

46/36 

187 

13 

2.07 

28 

-2 

64 

48 

55.9 

06 

2.90 

3.33 

3.52 

1.5 

Chemicals 

40 

40/21 

572 

NM 

0.00 

0 

63 

1 1 

53 

9.4 

12 

-3.37b 

-3.54 

-2.13 

41.6 

n   Li'.i.*  /T\/  * 

Publishing/TV  A 

57 

60/47 

196 

9 

3.52 

33 

18 

61 

37 

53.0 

12 

4.79b 

6.1 1 

6.52 

6.3 

Automotive  B 

26 

33/24 

238 

13 

1.83 

24 

-12 

47 

79 

49.0 

12 

1.96 

2.00 

2.17 

4.1 

Publishing/TV  B 

37 

40/31 

168 

12 

7.03 

82 

21 

23 

56 

50.7 

12 

2.96 

3.18 

3.24 

1.8 

Utilities  A 

24 

27/17 

148 

3 

1.65 

5 

41 

57 

84 

98.4 

1 2 

0.82 

8.42 

4.93 

14.1 

Metals  A 

19 

22/18 

111 

9 

9.39 

85 

1 

37 

109 

48.5 

1 2 

1.97 

2.07 

2.16 

6.6 

Utilities  A 

49 

54/42 

101 

12 

5.09 

60 

9 

59 

42 

35.9 

1 2 

5.15 

4.12 

5.19 

13.4 

Nonbank  fin.  B 

28 

28/19 

195 

12 

2.47 

29 

33 

59 

73 

62.7 

05 

2.29 

2.34d 

2.63 

3.7 

Health  core  C 

65 

68/47 

178 

13 

4.83 

63 

30 

30 

31 

31.1 

1 2 

4.54 

4.99 

5.49 

5.5 

Telecomms.  B 

16 

18/13 

103 

8 

4.83 

39 

8 

80 

128 

76.0 

1 2 

1.67 

1.95 

2.19 

4.6 

Nonbank  fin.  C 

25 

27/16 

127 

7 

0.00 

0 

42 

59 

82 

59.3 

1 2 

2.19 

3.31 

3.37 

10.4 

Utilities  A 

25 

33/23 

135 

16 

2.22 

35 

-13 

77 

80 

83.0 

12 

2.29 

1.61 

2.64 

8.3 

Transportation  C 

51 

62/47 

202 

14 

1.98 

27 

-10 

63 

39 

75.6 

09 

3.42 

3.69 

4.59 

3.4 

Health  care  D 

41 

45/33 

141 

18 

2.68 

48 

18 

64 

48 

100.7 

12 

1.73 

2.27 

2.40 

8.9 

Fuel  B 

27 

29/21 

387 

20 

1.64 

33 

10 

47 

74 

33.5 

12 

1.15 

1.35 

1.56 

1.6 

Manufacturing  A 

34 

36/30 

139 

8 

4.52 

37 

0 

34 

59 

51.8 

12 

3.67 

4.09 

4.49 

2.0 

Banks  C 

17 

20/12 

203 

37 

2.77 

102 

-6 

69 

119 

71.8 

09 

-2.22 

0.45 

0.65 

21.3 

Fuel  C 

33 

37/29 

134 

9 

3.18 

28 

-5 

58 

60 

39.3 

12 

3.26 

3.75 

4.23 

1.7 

Banks  C 
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MLUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

«CENT 
SHARE 
PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  Of 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RHURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1987 
AQUAL 
$ 

1988 
ACTUAL 
I 

1989 
EST 
$ 

VARI- 
ATION 

% 

34 

34/21 

64 

3 

8.03 

23 

36 

61 

58 

1 17.1 

12 

-16.68b 

12.02 

7.29 

14.0 

Banks  A 

32 

34/28 

147 

8 

5.23 

44 

17 

57 

61 

39.4 

12 

2.31b 

3.84 

4.34 

3.5 

Banks  B 

38 

45/31 

162 

13 

2.75 

35 

-1 

67 

51 

81.7 

12 

1.98 

3.00 

3.67 

5.3 

Manufacturing  C 

125 

132/104 

289 

15 

1.31 

19 

23 

76 

15 

10.8 

12 

9.01 

8.48 

9.59 

6.2 

Nonbank  fin.  B 

43 

43/28 

325 

24 

0.85 

20 

31 

49 

45 

48.2 

06 

1.40 

1.79 

2.33 

2.1 

Food  A 

31 

34/29 

135 

10 

6.89 

68 

7 

42 

63 

53.1 

12 

3.01 

3.1 1 

3.24 

2.9 

Utilities  A 

51 

55/44 

287 

15 

3.80 

56 

2 

54 

38 

52.3 

12 

2.83 

3.40 

3.86 

1.2 

Consumer  D 

77 

87/68 

162 

12 

0.00 

0 

-10 

71 

25 

54.2 

07 

5.16 

6.33 

7.13 

0.8 

Electrical  B 

17 

17/7 

198 

NM 

0.00 

0 

135 

17 

1 1 1 

73.1 

02 

NA 

-0.09d 

0.24 

89.8 

Leisure  B 

42 

50/39 

113 

7 

3.32 

22 

-10 

70 

45 

71.8 

12 

3.70 

6.34 

6.64 

3.9 

Paper  A 

36 

40/36 

125 

9 

8.47 

78 

4 

41 

52 

58.7 

12 

4.05 

3.96 

3.97 

2.4 

Utilities  A 

38 

38/14 

1443 

475 

0.00 

NA 

NA 

10 

50 

32.0 

12 

0.03 

0.08c 

0.27 

24.0 

Telecomms.  A 

29 

37/27 

260 

13 

2.39 

31 

-5 

47 

66 

49.4 

12 

1.66 

2.22 

2.49 

3.6 

Manufacturing  C 

25 

28/21 

116 

8 

5.50 

41 

7 

51 

75 

99.5 

12 

2.20 

3.28 

3.72 

2.3 

Banks  A 

20 

23/19 

148 

9 

7.44 

68 

-9 

24 

94 

38.6 

12 

2.1 1 

2.14 

2.13 

5.2 

Utilities  A 

39 

41/33 

123 

8 

3.81 

32 

15 

44 

48 

36.7 

12 

3.32b 

4.59 

5.04 

2.8 

Banks  B 

42 

44/28 

403 

25 

0.00 

0 

32 

8 

44 

13.8 

12 

1.48 

1.68d 

1.78 

4.3 

Telecomms.  A 

23 

25/17 

305 

33 

0.09 

3 

31 

61 

79 

98.1 

10 

-0.95 

0.71 

1.16 

12.5 

Services  A 

25 

29/18 

126 

5 

0.00 

0 

23 

70 

75 

162.3 

12 

1.48 

5.16 

6.16 

23.4 

Metals  B 

27 

30/24 

139 

1 1 

4.15 

47 

-1 

76 

69 

47.8 

12 

2.53 

2.33 

2.64 

9.5 

Consumer  B 

48 

52/34 

194 

18 

1.25 

22 

25 

32 

38 

39.2 

02 

2.71 

3.39d 

4.02 

5.0 

Food  C 

33 

37/26 

152 

12 

1.21 

15 

16 

59 

55 

70.3 

12 

2.10 

2.70 

3.22 

6.4 

Fuel  B 

28 

32/25 

139 

9 

3.26 

30 

-5 

46 

65 

24.8 

10 

2.25 

3.10 

3.49 

5.1 

Paper  B 

63 

73/38 

114 

14 

1.44 

19 

63 

92 

29 

180.5 

12 

3.59 

4.63 

5.12 

17.6 

Transportation  A 

19 

22/12 

202 

20 

0.00 

0 

-8 

72 

97 

139.2 

09 

1.08 

0.96 

1.31 

7.7 

Office  equipment  B 

29 

29/23 

148 

9 

4.47 

40 

14 

54 

63 

22.6 

12 

2.80 

3.18 

3.50 

2.0 

Nonbank  fin.  B 

35 

35/24 

68 

2 

9.27 

23 

38 

48 

51 

91.7 

12 

-27.04 

14.24 

7.19 

17.9 

Banks  A 

17 

28/16 

179 

9 

0.59 

5 

1 1 

48 

106 

132.8 

12 

1.37 

1.99 

2.27 

5.1 

Office  equipment  B 

21 

22/18 

258 

15 

5.05 

78 

19 

66 

84 

44.5 

12 

1.25 

1.39 

1.57 

8.0 

Utilities  B 

37 

42/34 

346 

19 

0.00 

0 

-8 

53 

49 

102.3 

08 

1.50 

1.93 

2.34 

3.9 

Retailing 

30 

40/26 

188 

5 

2.40 

13 

20 

55 

60 

131.1 

12 

2.81 

5.69 

6.15 

8.6 

Containers  B 

21 

25/17 

137 

25 

3.64 

93 

6 

77 

87 

20.1 

12 

1.00 

0.81 

2.40 

12.9 

Nonbank  fin.  A 

45 

47/38 

239 

16 

4.30 

67 

8 

20 

40 

15.4 

06 

2.72 

2.87 

3.20 

2.5 

Food  C 

38 

43/35 

130 

19 

6.59 

125 

5 

49 

47 

46.8 

12 

0.20 

1.99 

2.02 

28.4 

Utilities  B 

34 

44/31 

238 

13 

1.43 

18 

-5 

66 

53 

34.0 

12 

2.06 

2.66 

3.03 

2.7 

Manufacturing  A 

24 

80/23 

193 

9 

9.26 

80 

-62 

55 

75 

1  13.1 

12 

4.93 

2.76 

3.30 

7.1 

Transportation  B 

24 

26/19 

236 

16 

2.12 

33 

19 

62 

75 

70.0 

02 

1.50 

1.80d 

2.06 

2.8 

Food  A 

42 

42/30 

227 

14 

4.12 

59 

26 

23 

42 

25.7 

12 

3.07 

2.91 

3.47 

4.2 

Telecomms.  B 

43 

44/35 

280 

13 

2.60 

34 

23 

15 

41 

10.2 

1 2 

2.69 

3.30 

3.77 

6.8 

Housing  A 

63 

66/42 

358 

19 

2.69 

52 

34  ^ 

43 

28 

21.7 

04 

3.25 

4.79d 

5.34 

3.9 

Consumer  C 

33 

34/29 

210 

10 

3.68 

38 

11 

39 

54 

22,5 

12 

2.98 

3.20 

3.54 

3.5 

Nonbank  fin.  B 

32 

42/32 

75 

16 

8.03 

124 

-11 

97 

54 

58.5 

12 

5.26 

2.09 

2.66 

25.0 

Nonbank  fin.  B 

22 

28/19 

787 

13 

4.65 

60 

5 

45 

81 

101.0 

12 

3.38 

1.66 

2.04 

4.1 

Consumer  D 

60 

89/53 

254 

12 

0.00 

0 

-31 

82 

29 

163.5  ' 

12 

4.65 

4.99 

5.30 

1.9 

Office  equipment  B 

35 

35/23 

454 

23 

0.34 

8 

51 

64 

50 

85.1 

01 

1.13 

1.50 

1.93 

4.0 

Retailing 
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The  new  Kodak  Ektaprint  90  copier  can  do  many  big 
copier  jobs.  Which  makes  it  a  perfect  mid-volume 
complement  to  high-volume  Kodak  copier-duplicators. 

The  Kodak  Ektaprint  90  copier  can  deliver  a  great 
first  copy  in  under  4  seconds,  it  has  an  auto  duplexing 
stack  feeder,  image  editing,  cover  sheet  insertion,  automatic 
reduction  and  enlargement,  paper  sizes  to  II  x  17  with 
automatic  selection... and  options  like  AccentColor  and  an 
in-line  sorter-stapler  An  impressive  package  of  features 
that  adds  up  to  enhanced  productivity  in  decentralized 
applications.  It  maintains  its  full  machine  speed  of  50  copies 
per  minute,  even  when  feeding  and  collating.  This  powerful 
package  comes  in  a  compact  size  at  an  affordable  cost. 

The  Ektaprint  90  copier  also  comes  with  another 
important  high-volume  feature:  award-winning  Kodak 
support  and  service.  Now  there  are  Kodak  copiers  for  every 
location,  centralized  or  satellite.  For  details,  call 
1  800  255-3434,  Ext.  190. 
Neiv  Kodak  Ektaprint  90  copier 


The  new  vision  of  Kodak 


s>  Eastman  Kodak  Company,  1989 


12 
MONTHS 
1987 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


12 
MONTHS 
1988 
SMIL. 


3:il 


KiMPER 
SAFECO 


1738 


383 
335 


3135/ 
3018y 


205.6 
234.8 


6 
12 


6.6 
7.8 


6.4 
7.7 


13.3 
14.7 


12.3 
15.1 


12078 


1736 
1734 


1 1 
13 


7732 


WISCONSIN  ENERGY 
FLORIDA  PROGRESS 


339 
315 


1541 
2002 


189.1 
196.6 


12.3 
9.8 


12.8 
10.5 


10.4 
11.0 


14.9 
13.7 


2803 


1731 
1729 


2 
14 


-5 
15 


4304 


3Mr>  CLOROX 


312 


1354 


138.5 


10.2 


10.2 


18.2 


18.3 


1 161 


3: ill  BANK  OF  BOSTON 


1728 
1724 


340 


5296 


24 
75 


322.3 


1539 
2 


6.1 


0.5 


NA 


16.4 


36061 


3:iT 


GENERAL  CINEMA 
USAIR  GROUP 


412 
354 


2378 
5707 


99.3 
165.0 


4.2 
2.9 


7.2 
6.5 


10.8 
6.7 


16.2 
8.1 


1898 


1722 
1715 


90 
32 


-15 
NM 


5515 


US  WEST  NEWVECTOR  GROUP 
PHELPS  DODGE 


NR 
408 


133 
2320 


-24.8 
420.2 


NM 

18.1 


NM 

9.3 


NM 
22.4 


-14.5 
NA 


307 


340 


1712 


179 


2755 


341 


WEST  POINT-PEPPERELL 
ALEXANDER  &  BALDWIN 


1690 


480 
417 


2367 
665 


34 


78.2 
135.1 


12 


3.3 
20.3 


4.0 
19.1 


7.4 
NA 


10.1 
22.6 


2358 


342 
343 


1687 
1681 


5 
29 


12 
-36 


1070 


AMERICAN  STORES 
PACCAR 


317 
394 


18478 
3112 


98.3 
175.8 


0.5 
5.7 


1.1 
4.6 


5.3 
18.8 


8.4 

19.3 


71 12 


344 
345 


1672 
1669 


28 
23 


56 
210 


2832 


PENN  CENTRAL 


347 


1547 


94.1 


6.1 


2.4 


NA 


5.3 


2400 


341  i 
347 


H.  F.  AHMANSON 


1654 
1653 


362 


3517y 


34 
13 


202.0 


-5 
1 1 


5.7 


8.2 


11.0 


10.8 


40258 


CORESTATES  FINANCIAL 
UNITED  CABLE  TELEVISION 


361 
421 


1630 
284 


179.5 
0.3 


1 1.0 
0.1 


1 1.2 
NM 


18.9 
1.7 


16.2 
0.3 


16431 


34S 
34!  t 


1648 
1647 


18 
13 


NM 
31 


824 


CITIZENS  &  SOUTHERN 
NIAGARA  MOHAWK  POWER 


366 
313 


2090 
2800 


206.3 
208.8 


9.9 

7.5 


8.5 

2.2 


23.6 
7.0 


16.7 
8.5 


21098 


350 


1645 


261 


7076 


BANK  OF  NEW  ENGLAND 
ARMSTRONG  WORLD  INDUSTRIES 


1644 


289 
316 


3197 
2680 


19 


281.7 
162.7 


104 


5.1 
6.4 


27.7 
14.8 


17,3 
NA 


32200 


1624 
1600 


13 
12 


6.1 
3.8 


1678 


353 


COLUMBIA  GAS  SYSTEM 
LONG  ISLAND  LIGHTING 


407 
513 


3129 
2138 


1 19.0 
298.5 


7 
1 1 


4.0 
13.0 


8.0 
9.2 


7.3 
8.9 


5641 


354 
3.55 


1598 
1595 


3 

16 


14.0 
4.5 


8317 


DILLARD  DEPARTMENT  STORES 


426 


2558y 


1 13.8 


25 


4.1 


14.0 


16.6 


1717 


35(1  NORWEST 


1594 
1589 


409 


2475 


21 1.2 


8.5 

6.4 


19.0 


21750 


MERCANTILE  STORES 
GENENTECH 


345 
155 


2266/ 
323 


5 
48 


144.5 
20.6 


12 
-51 


6.0 
19.3 


13.8 
4.5 


15.5 
5.0 


1496 


3.5,s 
3.5'.l 


1574 
1570 


6.4 
3.1 


669 


DANA 

CONSOLIDATED  PAPERS 


355 
371 


5190 
897 


17 
21 


162.2 
149.9 


28 
56 


2.8 
12.9 


16.0 
NA 


16.9 
20.9 


4786 


360 


1558 


16.7 


935 


3(il 


SONOCO  PRODUCTS 
CASTLE  &  COOKE 


1557 


456 
477 


1600 
2469 


22 
33 


96.3 
1 12.3 


57 
26 


6.0 


4.7 
4.8 


15,8 
12.0 


22.2 
14.5 


977 


3(52 
3(i3 


1555 
1552 


4.5 
3.6 


1836 


VALHI 

FIREMAN'S  FUND 


481 
329 


2252 
3691 


63 
-17 


80.6 
247.0 


85 
-18 


3.2 
6.8 


15.1 
NA 


26.0 
16.6 


2291 


304 

3(15  LIZ  CLAIBORNE 


1550 
1532 


6.7 
9.3 


11190 


363 


1 184 


12 


110.3 


10.9 


24.7 


25.5 


573 


3(;(;  E.  w.  SCRIPPS 

3(17 


1526 
1521 


1214 


70.1 


55 


5.8 
7.2 


3.9 


9.4 


1 1.5 


1562 


MAYTAG 
TW  SERVICES 


304 
546 


1890 
3574 


4 
44 


135.5 
66.9 


8.1 
2.3 


NA 
NA 


28.9 
13.5 


976 


3(;s 

3(i!» 


1515 
1512 


18 
14 


1.9 
5.9 


2100 


BRUNSWICK 
SNAP  ON  TOOLS 


276 
323 


3282 
855y 


6 
13 


193.1 
1 13.3 


5.5 
1 1.7 


NA 
NA 


20.5 

22.5 


2092 


370 


1508 


28 


13.3 


668 


371 


CAPITAL  HOLDING 
TYCO  LABORATORIES 


1504 


356 

522 


2046 
1792 


15 
43 


189.9 
82.0 


9.3 


10.0 
4.1 


NA 
10,5 


16.5 
18.4 


13000 


372 
373 


1490 
1488 


60 
142 


4,6 
14.3 


1413 


ORACLE  SYSTEMS 
W.  W.  GRAINGER 
NAVISTAR  INTERNATIONAL 


492 
327 
373 


395 
1535 
41 13 


1 1 1 
16 
13 


56.3 
108.8 
236.5 


12.4 
6.9 
5.3 


NA 
17.1 


34.1 
17.2 


321 


374 


1484 
1484 


20 
23 


7,1 
5.8 


936 


30.0  34.2 


2239 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUtTRV  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 

OUT, 
MIL, 

TURN- 
OVER 

% 

FY 

1987 
AaUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

30 

32/21 

104 

9 

2.40 

21 

35 

37 

58 

47.6 

12 

3.19 

3.50 

3.62 

9.2 

Nonbank  fin.  B 

28 

29/23 

111 

8 

3.93 

30 

9 

58 

63 

70.0 

12 

3.12 

3.59 

3.36 

7.9 

Nonbank  fin.  B 

26 

28/24 

141 

9 

5.98 

56 

10 

40 

67 

54.8 

12 

2  55 

2.73 

2.85 

3.5 

Utilities  A 

34 

36/32 

131 

10 

7.56 

73 

1 

34 

51 

40.3 

12 

3.74 

3.52 

3.66 

3.0 

Utilities  A 

31 

35/27 

228 

13 

3.33 

43 

8 

42 

55 

53.9 

06 

1.90b 

2.40 

2.55 

1.6 

Consumer  D 

25 

30/23 

92 

5 

4.99 

27 

-1 

70 

69 

84.9 

12 

0.10 

4.66 

4.70 

2.9 

Banks  A 

25 

27/16 

287 

22 

1.59 

36 

33 

42 

69 

54.5 

10 

1.18 

1.12 

1.28 

13.1 

Consumer  C 

40 

41/30 

85 

10 

0.30 

3 

6 

87 

43 

101.6 

12 

5.27b 

3.81 

4.50 

12.5 

Transportation  A 

34 

34/14 

1005 

NM 

0.00 

0 

NA 

15 

51 

NA 

12 

-0.41 

-0.51 

-0.19 

69.5 

Telecomms.  A 

56 

62/36 

157 

4 

4.28 

18 

56 

74 

31 

265.1 

12 

4.62 

13.15 

11.65 

25.2 

Metals  C 

57 

59/28 

214 

19 

2.11 

40 

92 

47 

30 

294.2 

09 

2.26b 

2.98 

2.64 

12.6 

Manufacturing  D 

37 

37/23 

232 

14 

2.16 

30 

52 

44 

46 

58.7 

12 

2.30 

2.70 

2.92 

14.5 

Transportation  D 

56 

67/48 

135 

22 

1.79 

39 

-2 

75 

30 

62.7 

01 

4.19 

2.54 

3.69 

22.3 

Food  C 

48 

48/33 

183 

10 

5.26 

51 

31 

49 

35 

47.1 

12 

3.13 

4.90 

5.37 

6.5 

Automotive  A 

24 

25/21 

95 

18 

0.43 

8 

7 

74 

71 

35.0 

12 

0.44 

1.33 

1.74 

18.2 

Conglomerates 

17 

19/14 

88 

8 

5.25 

43 

5 

82 

99 

63.0 

12 

2.03 

2.05 

2.35 

6.8 

Nonbank  fin.  C 

42 

43/38 

152 

9 

4.00 

37 

10 

46 

39 

51.7 

12 

3.91 

4.50 

5.00 

1.2 

Banks  A 

37 

38/29 

1286 

161 

0.16 

26 

22 

41 

45 

48.6 

05 

-0.11 

0.23d 

0.45 

NM 

Publishing/TV  A 

27 

28/23 

138 

8 

4.64 

38 

1 

50 

62 

45.2 

12 

2.52 

3.25 

3.60 

3.5 

Banks  C 

12 

16/12 

87 

10 

9.90 

99 

2 

27 

136 

59.3 

12 

0.05 

1.21 

1.16 

25.6 

Utilities  A 

24 

31/22 

102 

6 

5.73 

34 

-13 

47 

69 

52.1 

12 

2.04 

4.06 

4.41 

2.4 

Banks  A 

35 

44/32 

181 

10 

2.85 

29 

4 

70 

46 

91.6 

12 

3.18 

3.51 

3.73 

4.5 

Consumer  B 

35 

37/27 

105 

14 

5.67 

81 

10 

44 

45 

78.6 

12 

2.30 

2.46 

2.69 

12.4 

Utilities  B 

14 

17/8 

64 

7 

0.00 

0 

66 

51 

1 1 1 

116.7 

12 

1.73 

2.02 

2.14 

10.2 

Utilities  A 

50 

50/33 

232 

14 

0.32 

5 

32 

33 

32 

34.0 

01 

2.83 

3.53 

4.07 

6.4 

Retailing 

36 

36/27 

150 

8 

4.13 

33 

24 

79 

44 

56.1 

12 

-0.87 

4.52 

4.95 

4.3 

Bonks  B 

43 

47/35 

171 

1 1 

1.86 

20 

2 

34 

37 

27.5 

01 

3.52 

3.92 

4.29 

2.4 

Retailing 

19 

47/14 

382 

79 

0.00 

0 

-53 

14 

83 

148.7 

12 

0.50 

0.24 

0.52 

38.4 

Health  care  B 

39 

41/34 

164 

10 

4.14 

40 

2 

53 

41 

46.4 

12 

3.21 

3.99 

4.22 

5.7 

Automotive  B 

36 

44/33 

217 

10 

2.80 

29 

1 1 

20 

44 

30.9 

12 

2.20 

3.44 

3.84 

4.8 

Paper  B 

36 

39/24 

360 

16 

2.03 

33 

46 

26 

44 

32.7 

12 

1.40 

2.20 

2.52 

,3.1 

Containers  6 

26 

29/21 

215 

13 

0.00 

0 

24 

54 

59 

33.6 

12 

1.65 

2.05 

2.17 

7.1 

Food  B 

14 

15/8 

500 

19 

0.73 

14 

47 

3 

114 

8.0 

12 

0.39 

0.70 

NA 

NM 

Conglomerates 

33 

34/26 

104 

7 

1.82 

13 

16 

78 

47 

54.1 

12 

0.91 

4.73 

2.90 

20.8 

Nonbank  fin.  B 

18 

20/13 

353 

14 

1.00 

14 

9 

52 

88 

179.0 

12 

1.32 

1.26 

1.45 

4.5 

Consumer  A 

19 

19/15 

250 

21 

1.55 

32 

NA 

9 

79 

NA 

12 

0.62 

0.93 

1.05 

NM 

Publishing/TV  B 

20 

28/19 

324 

1 1 

4.78 

54 

-12 

44 

77 

140.2 

12 

1.91 

1.77 

1.67 

7.7 

Consumer  B 

31 

31/16 

305 

23 

0.32 

7 

69 

NA 

49 

122.6 

12 

1.16 

1.36 

1.71 

7.3 

Leisure  A 

18 

24/16 

161 

8 

2.51 

20 

-5 

60 

86 

93.6 

12 

1.90 

2.20 

1.97 

19.2 

Leisure  D 

36 

45/33 

299 

13 

2.76 

37 

-4 

47 

42 

61.8 

12 

2.13 

2.72 

3.08 

4.7 

Manufacturing  B 

34 

34/27 

136 

8 

2.99 

25 

2 

61 

45 

39.2 

12 

3.33 

4.00 

4.10 

3.6 

Nonbank  fin.  B 

36 

38/24 

334 

16 

0.79 

13 

50 

61 

42 

87.1 

05 

1.75b 

2.23d 

3.00 

8.8 

Manufacturing  C 

24 

25/15 

900 

21 

0.00 

0 

49 

39 

62 

190.5 

05 

0.65 

1.12d 

1.65 

3.5 

Office  equipment  C 

55 

68/52 

234 

14 

1.61 

22 

-4 

60 

27 

51.4 

12 

3.14 

3.92 

4.38 

2.7 

Services  B 

6 

7/4 

244 

7 

0.00 

0 

4 

44 

253 

97.9 

10 

0.50 

0.89 

0.90 

13.4 

Automotive  A 

;  TO  TABLES  APPEAR  ON  PAGES  218-219 
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fllFiil 


MARKET  VALUE  SALES 


$MIL, 


YEAR 
AGO 
RANK 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 

% 


PROFITS 


MARGINS 


12 
MONTHS 
19S8 
$Mll, 


CHANGE 
FROM 
1987 


12. 
MONTHS 
1988 

% 


12 
MONTHS 
1987 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 

MONTHS 
1988 
$MIL, 


37(i 

377 


BANK  OF  NEW  YORK 
MIDLANTIC 


1476 


516 
358 


2620 
1846 


22 
20 


213.0 
222.9 


106 
38 


.1 


4.8 
10.5 


17.2 
22.2 


16.5 
17.4 


47388 
18945 


1472 
1469 


12.1 


378 
37!) 


WM.  WRIGLEY  JR. 
METRO  MOBILE  CTS 


341 
555 


891 
67 


14 
165 


87.2 
-40.5 


24 
NM 


9.8 
NM 


9.0 
NM 


28.4 
NM 


28.3 
NM 


440 
236 


1469 
1455 


380  INLAND  STEEL  INDUSTRIES 


470 


4068 


18 


248.8  123 


6.1 


3.2 


13.0 


15.1 


2925 


3S1  H&R  BLOCK 


1454 
1447 


351 


853y 


10 


90.2 


21 


10.6 


9.7 


24.5 


485 


382  WANG  LABORATORIES 

383  REEBOK  INTERNATIONAL 


277 
305 


3075 
1786 


1 

29 


50.3 
137.0 


-47 
-17 


1.6 
7.7 


3.1 
1 1.9 


4.9 

18.1 


3.2 
19.9 


291 1 
1063 


1440 
1434 


384 
38.". 


TEMPLE  INLAND 
LUBRIZOL 


395 
346 


1774 
1 126 


1 1 
10 


199.2 
131.2 


41 
61 


1 1.2 
1 1.7 


18.9 
21.3 


1982 
971 


1432 


8.0 


NA 


38(; 

387 


GAP 
GAF 


1425 


564 
368 


1252 
961 


18 
15 


74.2 
90.8 


5.9 
9.4 


6,6 


27.8 
1 1.5 


29.1 
15.2 


481 
1416 


1418 
1413 


12.0 
28.4 


388 
38!) 


HOMESTAKE  MINING 
ZAYRE 


372 
432 


433y 
1921 


-16 
2 


63.3 
55.1 


-57 
-55 


14.6 
2.9 


NA 
8.5 


8.5 

10.3 


967 
1868 


1410 
1406 


6.5 
9.5 


390  NALCO  CHEMICAL 


357 


994 


18 


106.0 


32 


10.7 


19.6 


22.2 


839 


3!)1  BAUSCH  &  LOMB 


1404 
1375 


390 


978 


16 


97.9 


15 


10.0 


10.2 
10.7 


15.0 


16.5 


1211 


3!)2  OKLAHOMA  GAS  &  ELECTRIC 
3!):;  BLACK  &  DECKER 


393 
438 


1098 
2374 


3 
18 


137.8 
104.3 


21 
62 
41 


12.6 
4.4 


10.4 
14.9 


15.2 
13.7 


2521 
1929 


1372 
1368 


3.2 
2.3 


3!)4 

3!)r. 


GIANT  FOOD 
SQUARE  D 


497 
364 


2904 
1657 


89.4 
1 18.9 


3.1 
7.2 


16.5 
NA 


22.4 

18.8 


961 

1336 


1368 


12 


39H 
31^7 


PARKER  HANNIFIN 
RITE  AID 


1353 


325 
367 


2397 
2746 


15 


108.4 
95.3 


19 
10 


4.5 
3.5 


10.6 
14.3 


12.4 
15.7 


1809 
1413 


1353 
1348 


21 
24 
26 


3.8 
9.3 


398 
3!)!) 


MNC  FINANCIAL 
REPUBLIC  NEW  YORK 


416 
402 


1983 
2105 


170.2 
169.7 


14 
413 


8.6 
8.1 


24.5 
11.8 


15.3 
13.4 


18015 
24519 


1341 
1332 


2.0 
5,5 


400  STANLEY  WORKS 


401 


1909 


103.5 


5.4 


1 1.8 


14.8 


1405 


401  ANADARKO  PETROLEUM 


1329 
1328 


415 


333 


45 
5 


39.7  337 


1 1.9 


4.0 

6.7 


7.7 


8.9 


1490 


402 
403 


WEIS  MARKETS 
CINCINNATI  BELL 


1328 
1318 


380 
595 


1 189 
738 


16 
5 


82.6 
84.3 


9 
31 


6.9 
1 1.4 


10.1 
12.7 


16.8 
NA 


16.8 
17.0 


596 
1253 


41)4  NEW  ENGLAND  ELECTRIC  SYSTEM 
40  >  B.  F.  GOODRICH 


424 
403 


1520 
2417 


-43.2 
209.9 


NM 
151 


NM 

8.7 


NA 
NA 


-5.1 
19.9 


3718 
2073 


1317 


4.1 


400 
407 


TELERATE 
TAMBRAHDS 


1316 


321 
423 


440 
563 


31 


91.2 
85.3 


21 
1 1 


20.7 
15.1 


22.4 


NA 
NA 


26,8 
24.7 


543 
465 


1316 
1306 


9 
40 


14.9 
1.3 


408  UNITED  ARTISTS  COMMUNICATIONS 
40!)  ROUSE 


406 
486 


841a 
462y 


20.2 
20.0 


158 
69 


2.4 
4.3 


4.6 

5.6 


13.8 
26.5 


1488 
2080 


1304 
1290 


19 
59 


3.1 
NM 


410  COMCAST 


412a 


-19.7 


NM 


-8.4 


1609 


411  NORTHROP 


1290 
1287 


378 


5797 


-4 
24 


104.2 


1 1 


1.6 
5.0 


-2.8 


3139 


412 
413 


AMERICAN  FAMILY 
GERBER  PRODUCTS 


1284 
1281 


413 
540 


2325 
1017 


1 1 
10 


108.9 
76.7 


17 
54 
105 


4.7 
7.5 


5.4 
3.5 


14.0 
17.1 


17.0 
21.0 


6074 
662 


414 
41.", 


MAPCO 
TECO  ENERGY 


484 
405 


1802x 
1034 


1 17.1 
126.1 


6.5 
12.2 


16.1 
10.7 


20.0 
14.6 


1376 
2315 


1277 


12.1 


4ii; 

417 


CROWN  CORK  &  SEAL 
UNUM 


1277 


51 1 
506 


1834 
2199 


93.4 
129.3 


6 
52 


5.1 
5.9 


5.1 


15.4 
9.5 


15.1 
9.5 


1073 
8100 


1271 
1267 


4.1 
7.8 


418 
419 
420 


JEFFERSON  PILOT 
ILLINOIS  POWER 
McKESSON 


397 
353 
414 


1223 
1285 
7052y 


97.5 
155.4 
91.1 


7 

-46 
21 


8.0 
12.1 
1.3 


7.3 
6.0 


7.3 
6.2 


4174 
6053 


1267 
1267 


23.7 
1.1 


10.9 


13.1 


2292 
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UlUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ECENT 
HARE 

PRICE 
1 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL. 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

45 

45/28 

121 

9 

4.29 

37 

55 

77 

33 

139.8 

12 

2.81b 

5.21 

5.92 

3.7 

Banks  A 

39 

45/37 

115 

7 

4.23 

28 

-1 

28 

38 

45.4 

12 

4.40 

5.85 

6.30 

1.9 

Banks  A 

37 

41/32 

476 

17 

3.02 

51 

-1 

21 

40 

23.9 

12 

1.69 

2.18 

2.39 

2.2 

Food  B 

67 

68/27 

NEG 

NM 

0.00 

0 

140 

8 

22 

49.1 

09 

-0.82 

-1.45 

-0.87 

127.9 

Telecomms.  A 

43 

49/30 

93 

6 

3.27 

20 

37 

76 

34 

133.6 

12 

3.09 

6.99 

6.94 

17.4 

Metals  B 

28 

33/23 

395 

16 

3.75 

61 

-8 

66 

52 

52.2 

04 

1.71 

1.94d 

2.23 

3.2 

Nonbank  fin.  A 

9 

17/8 

91 

16 

1.80 

29 

-33 

45 

163 

64.2 

06 

-0.44 

0.56 

0.47 

23.2 

Office  equipment  B 

13 

18/10 

209 

1 1 

2.35 

25 

-1 1 

25 

113 

91.2 

12 

1.49 

1.20 

1.35 

8.3 

Consumer  A 

52 

58/44 

136 

7 

2.23 

16 

12 

68 

28 

64.8 

12 

4.69 

7.15 

8.14 

6.0 

Containers  B 

37 

42/33 

233 

1 1 

3.65 

40 

8 

64 

38 

98.7 

12 

2.06 

3.40 

2.90 

6.3 

Chemicals 

38 

43/20 

559 

19 

1.56 

29 

49 

39 

37 

102.5 

01 

1.95 

2.05 

2.64 

5.1 

Retailing 

51 

56/44 

233 

16 

0.20 

3 

2 

40 

28 

214.5 

12 

2.93 

3.18 

4.17 

4.0 

Chemicals 

15 

18/12 

18' 

22 

1.38 

31 

-18 

24 

97 

63.3 

12 

1.51 

0.65 

0.69 

26.2 

Metals  C 

25 

27/19 

263 

26 

1.59 

41 

3 

52 

56 

229.8 

01 

2.10 

0.98 

2.17 

19.7 

Retailing 

36 

40/31 

294 

13 

3.67 

49 

-3 

64 

39 

56.3 

12 

2.03 

2.70 

3.01 

3.7 

Chemicals 

47 

48/40 

237 

14 

2.12 

31 

7 

69 

30 

78.3 

12 

2.81 

3.27 

3.75 

1.5 

Consumer  D 

33 

33/29 

155 

10 

7.32 

74 

7 

42 

42 

51.3 

12 

2.60 

3.20 

3.21 

4.0 

Utilities  A 

23 

25/17 

181 

14 

1.71 

24 

31 

63 

59 

106.4 

09 

0.95 

1.65 

2.04 

3.0 

Manufacturing  B 

23 

26/16 

343 

18 

1.76 

32 

27 

25 

60 

26.3 

02 

1.26 

1.58d 

1.82 

6.3 

Food  C 

53 

56/45 

216 

12 

3.76 

45 

3 

68 

26 

55.7 

12 

3.82 

4.44 

4.88 

2.8 

Electrical  A 

28 

39/27 

154 

13 

3.03 

38 

-18 

63 

49 

59.0 

06 

1.88 

2.20 

2.44 

2.4 

Aerospace 

33 

41/29 

222 

14 

2.51 

36 

-10 

63 

41 

62.1 

02 

2.27 

2.41d 

2.77 

4.1 

Health  care  A 

45 

49/39 

122 

8 

4.22 

33 

13 

43 

30 

101.0 

12 

5.00b 

5.68 

6.69 

3.4 

Banks  A 

15 

48/40 

120 

9 

2.69 

24 

3 

37 

30 

18.6 

12 

0.64 

5.01 

5.58 

5.6 

Banks  A 

31 

32/24 

191 

13 

3.08 

40 

9 

47 

43 

42.7 

12 

2.22 

2.40 

2.63 

3.4 

Manufacturing  B 

?6 

28/22 

298 

34 

1.18 

39 

7 

50 

52 

62.7 

12 

0.18 

0.76 

0.88 

25.8 

Fuel  B 

?9 

34/27 

269 

16 

1.91 

31 

-4 

45 

45 

5.3 

12 

1.66 

1.82 

2.10 

8.2 

Food  C 

-14 

47/23 

273 

17 

2.53 

43 

83 

25 

30 

18.7 

12 

2.01 

2.63 

3.12 

2.9 

Telecomms.  B 

>3 

26/20 

125 

NM 

8.92 

DEF 

5 

27 

58 

46.8 

12 

3.05 

-0.94 

2.68 

9.5 

Utilities  A 

52 

61/45 

130 

7 

3.83 

25 

17 

67 

25 

229.7 

12 

3.17 

7.99 

7.43 

12.2 

Chemicals 

14 

22/13 

387 

14 

2.31 

33 

-6 

14 

95 

29.8 

12 

0.79 

0.96 

1.09 

8.0 

Nonbank  fin.  A 

59 

68/51 

382 

15 

3.46 

53 

20 

64 

22 

75.8 

12 

3.45 

3.83 

4.23 

0.9 

Consumer  D 

)2 

32/24 

894 

44 

0.00 

0 

14 

20 

41 

22.6 

12 

0.12 

0.73d 

1.20 

NM 

Leisure  B 

>7 

29/20 

1925 

74 

1,91 

141 

21 

38 

48 

34.2 

12 

0.20 

0.37 

0.56 

92.0 

Housing  B 

19 

20/13 

549 

NM 

0.62 

DEF 

8 

30 

67 

71.8 

12 

-0.15 

-0.2  Id 

-0.23 

121.5 

Publishing/TV  A 

>8 

36/25 

117 

12 

4.36 

54 

4 

52 

47 

65.2 

12 

2.01 

2.22 

2.80 

19.1 

Aerospace 

16 

17/12 

200 

12 

1.76 

21 

14 

25 

81 

35.8 

12 

1.16 

1.35 

1.55 

1.5 

Nonbank  fin.  B 

55 

65/38 

351 

24 

2.47 

60 

51 

57 

20 

94.6 

03 

2.66 

4.15d 

4.81 

8.2 

Food  B 

>4 

65/50 

219 

1 1 

1.56 

17 

26 

74 

20 

59.4 

1 2 

2.75 

5.88 

6.31 

3.8 

Fuel  B 

3 

25/21 

1 54 

]  ■) 

6  31 

67 

_] 

45 

57 

46.6 

12 

1.95 

2.13 

2.24 

2.8 

Utilities  A 

17 

52/33 

206 

14 

0.00 

0 

36 

41 

27 

48.8 

12 

2.86 

3.37 

3.77 

4.9 

Containers  A 

0 

30/20 

94 

10 

1.62 

17 

27 

63 

43 

46.7 

12 

1.74 

2.86 

3.31 

2.4 

Nonbank  fin.  B 

13 

38/29 

95 

13 

3.89 

51 

10 

55 

39 

36.6 

12 

2.30 

2.50 

2.89 

7.6 

Nonbank  fin.  B 

7 

23/17 

67 

10 

15.30 

159 

-13 

19 

73 

140.4 

12 

3.75 

1.66 

2.13 

24.8 

Utilities  A 

11 

36/30 

183 

14 

4.65 

67 

-1 

52 

41 

42.5 

03 

2.14b 

2.21d 

2.47 

2.8 

Health  core  A 
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MARKET  VALUE  SALES 


YEAR 
AGO 
RANK 


12 

MONTHS 
1988 
SMIL. 


CHANGE 
FROM 
1987 


PROFITS 


MARGINS 


12 
MONTHS 
1988 
SMIL. 


CHANGE 
FROM 
1987 

% 


U 

MONTHS 
1988 

% 


12 
MONTHS 
1937 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 
MONTHS 
1988 
S  MIL. 


421 
422 


JOHNSON  CONTROLS 
BEAR  STEARNStt 


1265 


419 
473 


3227 


18 


104.6 
144.9 


19 
NA 


3.2 
7.6 


3.2 
NA 


10.1 
43.0 


1 1.9 
NA 


2038 
37901 


1262 


1 897y  NA 


423  SUN  MICROSYSTEMS 

424  NEW  YORK  STATE  ELECTRIC  &  GAS 


1262 


439 
430 


1462 


93 


89.6 
171.5 


87 
228 


6.1 
12.8 


6.3 
4.1 


19.7 
9.7 


18.8 
13.5 


973 
4693 


1262 
1260 


1340 


425  RORER  GROUP 


445 


1042 


12 


61.8 


14 


5.9 


5.9 


9.5 


14.8 


1388 


428  TJX 


1259 


521 


1921 


85.8 


29 


4.5 


4.1 
8.4 


23.5 


28.7 


760 


427  CINCINNATI  GAS  &  ELECTRIC 
42^-  RAYCHEM 


1256 


449 
299 


1386 


226.9 
102.8 


99 
15 
-98 


16.4 
9.3 


12.3 
13.3 


15.0 
13.8 


3361 
1183 


1246 


1 103 


429  PINNACLE  WEST  CAPITAL 

430  SONAT 


1237 
1229 


237 

454 


1442 

1392 


4,2 

84.7 


0.3 

6.1 


20.0 

5.5 


1.0 

6.7 


0.2 

7.7 


13100 

3138 


4:31  MURPHY  OIL  1228      526     ]     1525y        1  38.7      NM         2.5       NM        NM  5.4 

432  COMMUNITY  PSYCHIATRIC  CENTERS  1225      488  347       22      i      70.8       18        20.4      21.0        17.0  18.5 


1973 
478 


433  FMC 

434  IMC  FERTILIZER  GROUP 


1220 


499 
NR 


3287 


129.2 
124.4 


-32 
66 


3.9 
10.5 


6.1 
7.7 


25.4 
13.4 


-49.6 
16.2 


2749 
1502 


1219 


1 185 


21 


435  FIRST  BANK  SYSTEM 


1208 


418 


1954 


-21 


-310.0  NM 


1.0 


NM 


-36.0 


24248 


43>   AMERICAN  MEDIUL  INTERNATIONAL 


1204 


431 


3017 


9 
29 


76.5 


-27 


2.5 


3.8 


9.2 


10.4 


3323 


43'; 

43> 


QUANTUM  CHEMICAL 
FIRST  EXECUTIVE 


1203 
1199 


203 
543 


2922 


360.1 
196.5 


174 
13 
NM 


12.3 
6.4 


5.8 
5.0 


NA 
10.6 


-88.5 
10.5 


2907 
18225 


3049 


-12 


43!i 
440 


PANHANDLE  EASTERN 
SCANA 


1199 
1197 


381 
422 


1262 
1083 


-19 


-171.9 
128.8 


NM 

1 1.9 


7.0 
12.5 


NA 

9.9 


-20.6 
13.4 


2973 
2887 


.441 
442 


WILLIAMS 
ROADWAY  SERVICES 


1193 


494 

396 


1673 
2185 


-4.9 
80.2 


NM 
59 


NM 

3.7 


1.4 
2.6 


-4.8 
NA 


-0.4 
12.0 


3567 
1193 


1179 


14 


443  CABOT 

444  TURNER  BROADCASTING 


1174 


507 
714 


1770 
807 


21 


67.7 
-94.5 


85 
NM 


3.8 
NM 


2.5 
NM 


11.9 
NM 


1641 
1823 


1173 


24 


445  NIKE 


1172 


538 


1519 


59 


139.8  135 


9.2 


6.2 


28.1 


28.8 


721 


44*  DREYFUS 


1164 


429 


268y 


-6 


90.9 


33.9  33.5 


15.6 


15.4 


673 


447  LOUISIANA-PACIFIC 

44--  WHEELABRATOR  TECHNOLOGIES 


1163 
1161 


457 
585 


1799 
1205 


20 


135.2 
42.6 


14 
70 


7.5 
3.5 


7.2 
2.5 


10.2 
6.2 


1 1.9 
8.4 


1853 
1192 


449  JEFFERSON  SMURFIT 

450  WILLAMEHE  INDUSTRIES 


1161 
1159 


462 

437 


1255 

1716 


14 

20 


144.5 

161.1 


57 
33 


1 1.5 

9.4 


8.4 

8.5 


36.3 

16.0 


49.7 
21.6 


764 
1430 


451  NATIONAL  SERVICE  INDUSTRIES 

452  CENTEL  CABLE  TELEVISION 


1158 
1156 


446 

850 


1444 
154 


88.2 
8.5 


12 
1906 


6.1 
5.5 


5.8 
0.3 


15.3 
2.8 


15.4 
2.5 


832 
550 


45:3  PIONEER  HI-BRED  INTERNATIONAL 
4r>4  TUCSON  ELECTRIC  POWER 


1154 
1150 


469 

385 


863 


61.0 
128.9 


24 
2 


7.1 
23.7 


6.0 
26.7 


NA 

10.4 


1 1.0 
15.5 


979 
2061 


543 
616 


15 
23 


455  GREAT  LAKES  CHEMICAL 


1142 


475 


103.3 


86 


16.8 


11.1 


NA 


22.6 


636 


45i;  GREYHOUND 


1141 


459 


3305y 
375 


32 
23 


93.3 


13 
35 


2.8 


3.3 


9.4 


3374 


4o7 
458 


SIGMA-ALDRICH 
SHERWIN-WILLIAMS 


1141 
1141 


460 
41  1 


56.5 
101.1 


15.1 
5.2 


13.7 
5.2 


NA 
15.8 


24.5 
16.6 


323 
1259 


1950 
758 


459 
460 


C  R.  BARD 
ASARCO 


1134 
1129 


532 
479 


78.7 
207.2 


26 

-19 


10.4 
10.4 


9.7 

18.9 


23.6 

14.6 


24.6 

15.7 


531 
2223 


1988 


461  CONSOLIDATED  FREIGHTWAYS 

462  HOUY  tMffS 


1127 
1125 


450 
762 


2689 


17 
17 


1 13.2 
69.0 


52 
59 


4.2 
3.8 


3.2 
2.8 


15.0 
12.4 


15.4 
15.6 


1536 
784 


1798 
2774 


463  TRANSCO  ENEiiGY 

464  PREMARK  INTERNATIONAL 

465  ENSERCH 


1119 
1118 
1117 


565 
487 
485 


-12 
9 
7 


-27.2 
121.2 
10.7 


NM 

70 
-83 


NM 

5.1 
0.4 


NM 

3.3 
2.4 


1.4 
14.4 


-8.9 
17.0 


3527 
1655 


2397 
2739 


-0.7 


2970 
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- 

VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  Of 
BOOK 
VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 

$ 

1989 
EST 
$ 

VARI- 

% 

35 

39/28 

143 

12 

3.35 

41 

22 

49 

37 

50.5 

09 

2.20 

2.83 

3.1 1 

2.1 

Electrical  C 

15 

16/11 

145 

NA 

3.64 

NA 

12 

25 

82 

55.3 

06 

1.56 

NA 

1.76 

7.2 

Nonbank  fin.  A 

17 

21/13 

265 

19 

0.00 

0 

8 

47 

76 

483.4 

06 

0.56 

0.90 

1.37 

7.3 

Office  equipment  B 

22 

25/21 

107 

8 

8.99 

71 

1 1 

28 

57 

64.0 

12 

0.70 

2.81 

2.79 

5.6 

Utilities  A 

40 

48/28 

302 

20 

2.02 

41 

9 

67 

32 

135.2 

1 2 

1.67 

1.96 

2.34 

3.6 

Health  core  B 

24 

26/15 

421 

15 

2.20 

31 

22 

15 

53 

16.9 

01 

1.35 

1.62d 

1.85 

11.3 

Retailing 

25 

29/25 

110 

6 

8.92 

52 

6 

38 

50 

75.6 

1 2 

2.05 

4.32 

4.13 

5.1 

Utilities  A 

36 

54/30 

167 

10 

0.90 

9 

-34 

73 

35 

124.9 

06 

2.25 

3.69 

1.75 

23.8 

Electrical  A 

14 

28/14 

55 

NM 

11.23 

3200 

-36 

21 

87 

78.9 

12 

3.21 

0.05 

2.35 

13.6 

Utilities  A 

30 

33/26 

112 

14 

6.61 

96 

8 

55 

41 

61.4 

12 

1.95 

2.09 

2.09 

14.8 

Utilities  B 

36 

36/27 

170 

32 

2.76 

88 

30 

44 

34 

38.8 

12 

-1.29 

1.14 

0.99 

38.0 

Fuel  B 

27 

27/21 

321 

17 

1.36 

23 

19 

67 

46 

75.8 

1 1 

1.32 

1.54 

1.79 

1.5 

Health  care  C 

36 

39/28 

NFG 

10 

0.00 

0 

27 

54 

34 

65.0 

12 

4.54 

3.60 

4.64 

7.7 

Manufacturing  C 

46 

50/27 

180 

10 

2.16 

NA 

59 

57 

26 

127.3 

06 

NA 

3.88c 

5.94 

4.6 

Chemicals 

20 

25/19 

137 

NM 

8.30 

DEF 

-6 

62 

61 

78.6 

1 2 

0.73b 

-5.25 

2.74 

7.0 

Banks  B 

18 

18/14 

164 

14 

4.1 1 

60 

25 

42 

69 

104.1 

08 

1.26 

1.21 

1.13 

20.3 

Health  care  C 

53 

108/51 

NEG 

4 

5.69 

22 

35 

58 

23 

240.5 

12 

4.38 

13.71 

15.16 

14.9 

Chemicals 

15 

16/9 

75 

8 

0.00 

0 

30 

40 

81 

101.3 

12 

1.74 

1.82 

2.05 

4.6 

Nonbank  fin.  B 

21 

27/21 

144 

NM 

9.47 

DEF 

-5 

55 

57 

138.6 

12 

2.07 

-3.15 

1.63 

29.3 

Utilities  6 

30 

34/30 

133 

10 

8.07 

80 

2 

36 

40 

36.9 

1 2 

3.20 

3.00 

3.1  1 

2.6 

Utilities  A 

31 

38/26 

103 

NM 

4.46 

DEF 

20 

69 

38 

98.5 

12 

0.69 

-0.13 

1.71 

26.9 

Utilities  B 

30 

35/27 

176 

15 

3.67 

55 

3 

63 

39 

78.2 

12 

1.26 

2.00 

2.59 

7.0 

Transportation  D 

44 

45/33 

209 

19 

2.39 

46 

32 

59 

27 

50.7 

09 

1.42 

2.27 

3.01 

6.4 

Chemicals 

26 

26/11 

NEG 

NM 

0.00 

0 

115 

5 

46 

2.5 

12 

-4.40 

-3.18 

-2.68 

30.4 

Publishing/TV  A 

32 

34/21 

242 

7 

1.90 

14 

43 

48 

37 

256.8 

05 

2.70 

4.29 

4.17 

13.4 

Consumer  A 

28 

30/24 

197 

13 

1.84 

24 

-6 

66 

41 

61.0 

12 

2.26b 

2.19d 

2.57 

7.7 

Nonbank  fin.  A 

31 

38/26 

102 

9 

2.99 

26 

8 

45 

38 

64.8 

12 

3.27 

3.54 

3.26 

13.0 

Paper  A 

24 

27/20 

228 

23 

0.00 

0 

17 

71 

48 

39.9 

1 2 

0.83 

1.07 

1.32 

4.2 

Services  C 

30 

37/25 

399 

8 

2.02 

16 

15 

16 

39 

35.7 

12 

2.39 

3.72 

4.31 

4.3 

Containers  B 

46 

54/42 

155 

7 

3.18 

23 

3 

53 

25 

44.0 

12 

4.78 

6.34 

6.85 

8.1 

Paper  A 

24 

26/20 

202 

13 

3.57 

48 

5 

46 

49 

26.7 

08 

1.54 

1.75 

1.94 

2.8 

Electrical  A 

46 

46/20 

335 

NM 

0.09 

12 

129 

17 

25 

41.6 

12 

NA 

0.34 

NA 

NM 

Publishing/TV  A 

36 

39/30 

207 

19 

2.87 

54 

6 

49 

32 

59.3 

08 

1.69 

1.94 

2.40 

7.6 

Food  B 

46 

60/46 

144 

9 

8.50 

79 

-16 

29 

25 

49.9 

12 

4.95 

4.95 

5.15 

5.0 

Utilities  A 

66 

66/50 

250 

11 

1.10 

12 

12 

70 

17 

82.6 

12 

3.34 

5.93 

6.49 

15.6 

Chemicals 

30 

37/27 

116 

12 

4.40 

55 

-2 

48 

38 

95.3 

12 

2.10 

2.42 

2.67 

9,3 

Conglomerates 

46 

51/41 

494 

20 

0.78 

16 

7 

45 

25 

41.5 

12 

1.70 

2.29 

2.68 

1.8 

Health  care  D 

27 

32/24 

187 

12 

2.64 

30 

-7 

62 

43 

55.3 

12 

2.09b 

2.30 

2.55 

4.5 

Housing  A 

20 

25/18 

354 

15 

1.59 

23 

7 

78 

56 

72.8 

1 2 

1.07 

1.38 

1.63 

2.2 

neaiTn  care  \j 

27 

31/22 

86 

5 

4.47 

24 

27 

48 

42 

91.5 

12 

5.34 

4.92 

4.94 

25.5 

Metals  C 

30 

38/25 

154 

10 

3.28 

33 

6 

74 

38 

103.0 

12 

1.93 

3.00 

2.73 

18.7 

Transportation  D 

61 

63/27 

254 

14 

2.16 

31 

114 

42 

18 

170.0 

05 

1.77 

4.28d 

4.27 

9.8 

Food  B 

37 

40/25 

177 

NM 

3.70 

-69 

37 

46 

30 

61.2 

12 

-3.52 

-1.97 

2.07 

17.1 

Utilities  B 

33 

36/28 

157 

9 

1.82 

17 

16 

65 

34 

47.2 

12 

2.08 

3.50 

3.31 

2.1 

Conglomerates 

19 

22/16 

195 

NM 

4.16 

DEF 

15 

60 

58 

54.0 

12 

0.33 

-0.07 

1.11 

22.2 

Utilities  B 
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ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


12 

MONTHS 


466 

GOLDEN  WEST  FiNANCiAL 

1115 

557 

1410 

1 1 

138.3 

-10 

9.8 

12.2 

6.9 

16.1 

16721 

31 

467 

OWENS-CORHING  FIBER6LAS 

1113 

568 

2831 

-2 

197.0 

-10 

7.0 

7.6 

41.9 

-29.4 

1596 

0 

468 

U.  S.  BANCORP 

1110 

503 

1381 

20 

123.9 

24 

9.0 

8.6 

15.6 

13.1 

14383 

8 

:7/! 

469 

CEUULAR  COMMUNICATIONS 

1109 

812 

52a 

79 

-10.5 

NM 

NM 

NM 

NM 

-9.5 

278 

26 

470 

BOATMEN'S  BANCSHARES 

1106 

633 

1378 

2 

69.8 

-28 

5.1 

7.1 

14.8 

6.7 

14676 

-3 

471 

MEDTRONIC 

1101 

420 

733 

21 

95.0 

14 

13.0 

13.7 

24.7 

22.0 

709 

22 

472 

PALL 

1086 

461 

456 

12 

58.7 

20 

12.9 

12.1 

NA 

17.4 

605 

12 

"m 

473 

FIFTH  THIRD  BANCORP 

1080 

608 

506 

21 

84.2 

33 

16.6 

15.1 

20.2 

16.5 

5246 

20 

>::} 

474 

HARRIS 

1079 

440 

2105  1 

69.6 

-22 

3.3 

4.3 

6.6 

7.0 

2041 

16 

ii/i 

475 

CIRCUS  CIRCUS  ENTERPRISES 

1076 

515 

512 

12 

72.5 

17 

14.2 

13.5 

20.3 

44.4 

529 

-2 

476 

OGDEN 

1076 

433 

1088 

21 

57.8 

21 

5.3 

5.3 

NA 

13.3 

978 

18 

- 

■J/2 

477 

SOUTHWESTERN  PUBLIC  SERVICE 

1074 

490 

791 

2 

104.9 

1 

13.3 

13.4 

10.8 

15.6 

1661  1 

"m 

478 

PREMIER  INDUSTRIAL 

1073 

404 

566 

16 

68.3 

22 

12.1 

11.5 

32.8 

33.8 

263 

-21 

479 

FLIGHTSAFETY  INTERNATIONAL 

1070 

539 

183y 

34 

50.0 

20 

27.4 

30.8 

17.4 

19.1 

438  18 

480 

PUBLIC  SERVICE  CO.  OF  COLORADO 

1069 

458 

1685 

2 

125.0 

-13 

7.4 

8.7 

9.7 

13.0 

2984 

2 

481 

UNION  TEXAS  PETROLEUM 

1068 

524 

1  152 

-10 

109.3 

95 

9.5 

4.4 

NA 

41.0 

1717 

5 

482 

OLIN 

1066 

436 

2308 

20 

98.0 

26 

4.2 

4.0 

1 1.8 

14.5 

1940 

15 

r 

483 

GEORGIA  GULF 

1061 

563 

1061 

50 

193.6 

1 1 1 

18.3 

13.0 

66.9 

75.7 

457 

48 

484 

DUQUESNE  LIGHT 

1059 

478 

1063 

20 

137.4 

-1 1 

12.9 

17.4 

NA 

10.7 

3877 

-7 

485 

FEDERAL  PAPER  BOARD 

1046 

584 

1117 

9 

143.3 

94 

12.8 

7.2 

17.0 

NA 

1335 

13 

^' 

;7/i 

486 

COMBUSTION  ENGINEERING 

1045 

388 

3484 

15 

-245.2 

NM 

NM 

1.9 

NM 

-41.3 

2546 

-8 

487 

BATTLE  MOUNTAIN  GOLD 

1040 

471 

141 

15 

59.4 

25 

42.2 

38.8 

34.9 

35.6 

192 

63 

488 

LOUISIANA  LAND  &  EXPLORATION 

1040 

472 

726y 

-12 

-70.2 

NM 

NM 

3.0 

NA 

-14.1 

1429 

-1 1 

■ilif 

489 

ITEL 

1038 

725 

1693 

33 

24.8 

59 

1.5 

1.2 

4.4 

2.0 

3571 

103 

490 

NUCOR 

1038 

534 

1061 

25 

109.4 

117 

10.3 

5.9 

NA 

23.0 

889 

47 

491 

PROVIDENT  LIFE  &  ACCIDENT 

1033 

610 

2827y 

12 

85.3 

451 

3.0 

0.6 

NA 

8.1 

10723 

13 

492 

DPL 

1030 

476 

989 

5 

135.7 

34 

13.7 

10.8 

9.6 

14.7 

2556 

5 

493 

ALCO  STANDARD 

1027 

443 

3874 

5 

101.6 

19 

2.6 

2.3 

11.4 

13.4 

1531 

17 

494 

SUNDSTRAND 

1026 

505 

1477  8 

-50.1 

NM 

NM 

2.5 

NM 

-10.2 

1567 

4 

S: 

i'i'4 

495 

PUGET  SOUND  POWER  &  LIGHT 

1020 

489 

791 

9 

128.2 

6 

16.2 

16.5 

9.4 

13.2 

2497 

2 

496 

CYPRUS  MIHERAU 

1019 

670 

1327 

67 

170.0 

550 

12.8 

3.3 

14.4 

17.3 

1600 

39 

497 

HILLENBRAND  INDUSTRIES 

1016 

464 

884 

22 

69.7 

21 

7.9 

7.9 

17.0 

19.7 

735 

11 

r 

!!/2( 

498 

BENEFICIAL 

1013 

498 

1418 

10 

105.0 

-24 

7.4 

10.7 

NA 

12.8 

7431 

6 

I: 

y/C 

499 

MULTIMEDIA 

1007 

615 

440 

7 

26.9 

115 

6.1 

3.0 

38.1 

-4.9 

405 

-1 

?l/S 

500 

AMERICAN  NATIONAL  INSURANCE 

1003 

551 

934 

9 

94.2 

4 

10.1 

10.6 

NA 

NA 

4303 

3 

ll 

501 

AVERY  INTERHATIONAl 

1003 

501 

1582  8 

77.7 

124 

4.9 

2.4 

12.7 

15.3 

1 119 

7 

502 

PORTLAND  GENERAL 

1003 

483 

762 

0 

109.4 

14 

14.3 

12.6 

8.9 

1 1.3 

2437 

-8 

r 

;';'a 

503  NORTON 

1000 

510 

1410 

12 

85.2 

38 

6.0 

4.9 

NA 

15.0 

1088 

5 

i 

504 

BANDAG 

990 

508 

491 

16 

69.8 

12 

14.2 

14.8 

NA 

49.5 

306 

5 

i 

'•  ji 

505 

HIPSCO  INDUSTRIES 

990 

581 

1524 

5 

122.9 

89 

8.1 

4.5 

8.3 

10.1 

3685 

-4 

■•,1] 

506 

MEDIA  GENERAL 

987 

654 

756y 

6 

8.8 

-79 

1.2 

6.0 

3.8 

3.5 

859 

4 

t 

■  'iit 

507 

BOWATER 

985 

398 

1410 

15 

164.3 

103 

11.7 

6.6 

16.1 

19.7 

1810 

13 

r' 

508 

GENERAL  INSTRUMENT 

984 

453 

1268 

15 

84.3 

57 

6.6 

4.9 

10.9 

13.8 

1340 

26 

s' 

mi 

509 

CINCINNATI  FINANCIAL 

983 

593 

910 

3 

124.6 

37 

13.7 

10.3 

16.6 

16.0 

2118  18 

510 

AMERICAN  PETROFINA 

980 

550 

2635y 

6 

132.9 

60 

5.0 

3.4 

14.0 

16.5 

1702 

-6 

4LPHABETICAI  IN[)€X  OF  COMPANIES  BKINS  ON  PAG 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

5HRS 
OUT, 
MIL 

TURN- 
OVER 

% 

FY 

1987 
AQUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

36 

37/23 

129 

8 

0.79 

6 

15 

65 

31 

68.4 

12 

4.84 

4.41 

4.84 

6.0 

Nonbank  fin.  C 

28 

30/18 

NEG 

6 

0.00 

0 

42 

58 

40 

85.2 

12 

5.30 

4.71 

4.84 

9.7 

Housing  A 

27 

27/21 

118 

9 

3.70 

33 

12 

56 

41 

40.6 

12 

2.43 

3.02 

3.42 

2.4 

Banks  D 

33 

34/16 

1001 

NM 

0.00 

0 

103 

54 

34 

147.4 

12 

-0.68 

-0.35d 

0.06 

544.8 

Telecomms.  A 

33 

37/30 

111 

16 

6.08 

100 

-2 

31 

34 

50.8 

12 

4.14 

2.01 

4.07 

6.0 

Banks  B 

82 

100/69 

255 

13 

1.46 

19 

-15 

68 

13 

97.8 

04 

6.32 

6.99d 

8.04 

1.7 

Health  care  D 

29 

33/25 

321 

18 

1.68 

31 

2 

52 

38 

47.5 

07 

1.31 

1.55 

1.73 

2.5 

Conglomerates 

50 

50/35 

212 

13 

2.42 

31 

34 

27 

22 

17.9 

12 

3.05 

3.93 

4.39 

1.1 

Banks  B 

28 

33/25 

108 

17 

3.16 

54 

-4 

61 

39 

50.7 

06 

2.05 

1.63 

2.72 

2.6 

Electrical  B 

35 

35/25 

659 

15 

0.00 

0 

20 

51 

31 

47.4 

01 

1.64 

2.29 

2.61 

9.3 

Leisure  C 

27 

32/25 

249 

19 

4.04 

76 

-7 

49 

39 

57.1 

12 

1.35 

1.44 

2.08 

3.9 

Conglomerates 

26 

28/24 

172 

11 

8.38 

88 

8 

29 

41 

88.7 

08 

2.18 

2.50 

2.54 

4.3 

Utilities  A 

27 

33/25 

530 

17 

1.76 

29 

-2 

21 

39 

10.1 

05 

1.47 

1.64 

1.96 

1.0 

Services  B 

32 

32/21 

409 

21 

0.51 

1 1 

6 

44 

34 

42.1 

12 

1.25 

1.48 

1.76 

5.4 

Transportation  C 

20 

23/20 

124 

10 

9.82 

93 

3 

34 

52 

74.0 

12 

2.49 

2.14 

2.52 

6.0 

Utilities  A 

13 

13/9 

639 

17 

1.57 

27 

17 

14 

84 

17.7 

12 

0.05 

0.73 

0.80 

16.5 

Fuel  B 

52 

60/43 

158 

11 

3.46 

39 

7 

69 

21 

1 16.4 

12 

3.32b 

4.63 

5.79 

5.4 

Chemicals 

43 

46/26 

415 

6 

2.31 

15 

49 

63 

25 

174.9 

12 

3.15 

6.76 

8.16 

6.2 

Chemicals 

18 

19/13 

95 

10 

7.1 1 

69 

46 

25 

59 

64.1 

12 

1.81 

1.86 

2.04 

6.4 

Utilities  A 

27 

27/17 

202 

8 

2.99 

23 

31 

66 

39 

89.9 

12 

1.86 

3.51 

4.24 

10.0 

Containers  B 

27 

38/26 

176 

NM 

3.70 

DEF 

-12 

66 

39 

60.5 

12 

1.54 

-6.40 

1.90 

11.4 

Services  A 

16 

19/13 

623 

17 

0.63 

11 

-4 

37 

66 

62.3 

12 

0.74 

0.91 

0.91 

16.2 

Metals  C 

34 

35/29 

209 

NM 

2.93 

DEF 

0 

81 

30 

65.8 

12 

0.80 

-2.27 

1.03 

44.4 

Fuel  B 

22 

24/17 

142 

49 

0.00 

0 

12 

69 

48 

57.9 

12 

-0.09 

0.44 

1.07 

32.1 

Conglomerates 

49 

52/37 

218 

9 

0.82 

8 

22 

60 

21 

44.7 

12 

2.39 

5.16 

2.90 

12.4 

Metals  B 

22 

24/15 

98 

12 

3.07 

37 

28 

43 

47 

40.4 

12 

0.33 

1.83 

2.37 

19.8 

Nonbank  fin.  B 

25 

28/24 

122 

8 

9.01 

74 

5 

34 

41 

78.8 

12 

2.16 

3.01 

3.36 

10.0 

Utilities  A 

26 

28/22 

140 

12 

2.97 

36 

9 

60 

40 

60.0 

09 

1.81 

2.12 

2.55 

7.8 

Conglomerates 

56 

58/47 

210 

NM 

3.24 

DEF 

13 

64 

18 

66.1 

12 

1.85 

-2.71 

5.04 

7.3 

Aerospace 

19 

20/18 

116 

9 

9.51 

82 

4 

18 

55 

65.1 

12 

2.13 

2.14 

2.10 

3.0 

Utilities  A 

39 

40/22 

108 

6 

1.03 

6 

78 

62 

26 

97.4 

12 

1.02 

6.31 

6,65 

20.9 

Fuel  A 

27 

36/26 

288 

15 

1.83 

27 

-7 

32 

37 

18.3 

1 1 

1.51 

1.86 

2.12 

5.6 

Manufacturing  A 

46 

54/42 

139 

11 

4.82 

53 

0 

56 

22 

81.8 

12 

5.58 

4.19 

4.99 

1.5 

Nonbank  fin.  A 

91 

91/59 

NEG 

41 

0.00 

0 

49 

58 

1 1 

34.0 

12 

1.03 

2.20 

2.58 

7.5 

Publishing/TV  A 

36 

36/29 

68 

11 

4.17 

44 

26 

17 

28 

16.2 

12 

3.17 

3.33 

3.53 

6.1 

Nonbank  fin.  B 

23 

26/20 

197 

13 

2.11 

27 

-5 

61 

44 

45.0 

1  1 

0.81 

1.77 

2.03 

2.6 

Manufacturing  A 

22 

24/20 

1 16 

10 

9.01 

93 

5 

34 

46 

90.3 

12 

1.69 

2.1 1 

2.09 

8.7 

Utilities  A 

48 

64/43 

176 

12 

4.21 

49 

9 

74 

21 

106.4 

12 

2.97 

4.06 

4.57 

4.7 

Manufacturing  A 

68 

70/58 

702 

14 

1.33 

19 

15 

50 

15 

33.1 

12 

3.90 

4.68 

5.24 

3.4 

Automotive  C 

14 

15/10 

96 

10 

6.22 

60 

40 

58 

73 

67.1 

12 

0.53 

1.41 

1.49 

10.4 

Utilities  A 

35 

51/34 

391 

NM 

1.16 

129 

-23 

45 

29 

51.7 

12 

1.50 

0.31 

1.85 

12.4 

Publishing/TV  B 

27 

37/25 

122 

6 

4.13 

26 

-13 

64 

36 

135.9 

12 

2.13 

4.37 

4.47 

7.4 

Paper  B 

29 

40/21 

161 

15 

1.72 

25 

5 

71 

34 

180.0 

02 

2.01 

2.58d 

2.88 

8.3 

Electrical  B 

61 

63/45 

126 

8 

2.90 

28 

NA 

23 

16 

NA 

12 

5.66 

7.70 

7.58 

6.1 

Nonbank  fin.  B 

74 

74/62 

121 

7 

4.31 

32 

13 

3 

13 

2.2 

12 

6.32 

10.07 

NA 

NM 

Fuel  B 

>  TO  TABLES  APPEAR  ON  PAGES  218-219 
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511 

ALEXANDER  &  ALEXANDER  SERVICES 

980 

528 

1228 

4 

71.0 

-5 

5,8 

6.3 

14,5 

19,7 

2609 

_2 

512 

TIMKEN 

979 

504 

1554 

26 

65.9 

539 

4,2 

0,8 

6,9 

6,8 

1593 

9 

513 

TYSON  FOODS 

974 

554 

2001 

1 1 

83.5 

19 

4,2 

3,9 

17,4 

23,2 

918 

13 

514 

CIRCUIT  CITY  STORES 

971 

676 

1619 

30 

63.0 

43 

3.9 

3,5 

18,9 

25,9 

686 

1 1 

515 

TRINOVA 

969 

442 

1919 

14 

87.8 

21 

4.6 

4,3 

1 1,2 

12,9 

1432 

8 

5i(; 

STATE  HREET  BOSTON 

968 

536 

897  18 

92.3 

1 1 

10.3 

1 1,0 

27.8 

18,3 

8372 

20 

:  a,' 

517 

STERLING  CHEMICALS 

968 

NR 

727 

48 

227.4 

186 

31.3 

16,1 

NA 

157,9 

318 

10 

51S 

P.  H.  GLATFELTER 

960 

566 

569 

34 

82.2 

49 

14.4 

13,0 

22.9 

25,9 

663 

8 

.;  ii' 

519 

LOTUS  DEVELOPMENT 

957 

400 

469  18 



58.9 

-18 

12.6 

18,2 

NA 

22,1 

399 

50 

'■"yj 

520 

AMAX  GOLD 

953 

548 

104 

56 

29.7 

5 

28.5 

42,2 

NA 

45,1 

146 

53 

: 

521 

COMDISCO 

946 

530 

1356y 

10 

91.0 

15 

6.7 

6,4 

7.4 

19,3 

3687 

21 

522 

GENERAL  SIGNAL 

943 

379 

1760 

10 

25.2 

-64 

1.4 

4,3 

2.9 

2,7 

1397 

2 

523 

COMMERCE  CLEARING  HOUSE 

943 

455 

625y 

1 1 

49.5 

-6 

7.9 

9,4 

NA 

22,6 

494 

15 

524 

HUBBELL 

938 

542 

614 

6 

71.3 

14 

1 1.6 

10,8 

18,5 

18,7 

532 

14 

525 

PERKIN-ELMER 

935 

435 

1201 

22 

63.7 

NM 

5.3 

NM 

NA 

9,2 

1284 

-4 

521 ;  ENGELHARD 

933 

549 

2351 

-5 

63.7 

-9 

2.7 

2,8 

7.5 

8,6 

1413 

16 

527 

PRIMERICA 

933 

352 

1004y 

10 

161.8 

59 

16.1 

11,1 

14.8 

22,0 

4445 

5 

2?/ 

52.'< 

EG&G 

931 

502 

1406 

1 1 

68.7 

19 

4.9 

4,6 

24.5 

23,8 

539 

0 

:  y>i 

52!t 

KEYCORP 

931 

601 

1394 

19 

1 19.9 

65 

8.6 

6,2 

15.9 

14,2 

14646 

17 

530 

UNITED  JERSEY  BANKS 

929 

535 

1032 

16 

1  16, 1 

1  3 

1 1 .2 

1  1 ,5 

NA 

15,0 

10888 

7 

531 

HASBRO 

928 

597 

1358  1 

72.4 

50 

5.3 

3,6 

11.1 

10,3 

1112 

3 

532 

PENNWALT 

926 

693 

1024 

21 

48.3 

47 

4.7 

3,9 

NA 

NA 

950 

-5 

533 

SAFETY-KLEEN 

926 

517 

417 

25 

42.3 

21 

10.1 

10,5 

15.6 

20,9 

399 

27 

■■■ 

,11 

534 

ECHLIN 

919 

553 

1348 

17 

64.8 

39 

4,8 

4,0 

9.1 

10,1 

1110 

22 

535 

GULF  STATES  UTILITIES 

918 

690 

1520 

6 

103.1 

-57 

6,8 

16,9 

6.3 

1,9 

6858  1 

it 

53(i 

TELEPHONE  &  DATA  SYSTEMS 

915 

953 

196 

12 

10.6 

-7 

5,4 

6,5 

5,2 

5.1 

563 

18 

537 

ARMCO 

911 

495 

3227 

10 

130.1 

-7 

4,0 

4,8 

13,8 

14.6 

2788 

0 

:^ 

53.^ 

NICOR 

908 

562 

1509 

5 

106.1 

27 

7,0 

5,8 

12,6 

17.2 

2100 

6 

539 

BRUNO'S 

907 

519 

2063 

34 

44.5 

19 

2,2 

2,4 

13,8 

16.4 

631 

1 1 

'1/ 

540 

LORAL 

903 

514 

1493 

20 

85.2 

23 

5,7 

5.6 

1 1 ,5 

17,3 

1447 

2 

,: 

541 

MBIA 

899 

702 

151 

1 1 

92.0 

24 

61,1 

54,6 

NA 

13,5 

1283 

1 1 

■'  ',ih 

542 

OCEAN  DRILLING  &  EXPLORATION 

895 

496 

406y 

4 

-30.4 

NM 

NM 

NM 

NA 

-7.3 

1039 

4 

'  m 

543 

PRIME  MOTOR  INNS 

895 

399 

398y 

20 

74.1 

28 

18.6 

17.4 

10,6 

18.0 

1002 

42 

544 

ULMAT 

892 

531 

661y 

-1 

56,4 

-28 

8,5 

11,7 

10,7 

1 1.9 

765 

13 

■•  liii 

545 

PETRIE  STORES 

889 

520 

1218 

-2 

35.1 

-26 

2,9 

3.8 

5.8 

5,8 

863 

-23 

•  w: 

.54H 

ARISTECH  CHEMICAL 

888 

570 

1065 

16 

164.5 

136 

15,4 

7,6 

32,5 

41,3 

676 

23 

547 

POTLATCH 

885 

545 

1084 

9 

1 12.4 

28 

10,4 

8,8 

1 1,8 

NA 

1418 

9 

•■  ~'i 

54>< 

INTERPUBLIC  GROUP 

883 

594 

1 192y 

23 

60,1 

22 

5.0 

5,1 

20,3 

20,0 

1310  18 

549 

KANSAS  CITY  POWER  &  LIGHT 

882 

569 

737 

5 

105.7 

2 

14.3 

14,8 

8,9 

12,2 

2647 

0 

550 

SERVICE  CORP.  INTERNATIONAL  ^ 

874 

448 

567o 

17 

36,7 

-39 

6,5 

12,3 

5,7 

6,5 

1203 

32 

551 

FLEMING 

871 

590 

10467 

21 

65,4 

32 

0.6 

0,6 

7,4 

12.0 

2387 

91 

552 

NOVEU 

869 

685 

307 

52 

34,6 

61 

11.3 

10.7 

NA 

25.6 

227 

76 

553 

Lowrs 

868 

588 

2517 

3 

69,2 

24 

2.8 

2.3 

11,1 

1 1,9 

1109 

-1 

•■  o/'l 

•  ;j./i 

554 

WORTHINGTON  INDUSTRIES 

868 

559 

961 

13 

61,4 

31 

6,4 

5.6 

18,3 

20,2 

512 

12 

555 

E-SYSTEMS 

865 

529 

1439 

17 

74,6 

23 

5,2 

4,9 

13,9 

15.8 

758 

16 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RHURN 

TUTIONS 
HOLDING 

SHRS 
OUT, 
MIL. 

TURN- 
OVER 
% 

FY 

1987 
AGUAL 
$ 

1988 
ACTUAL 
S 

1989 
EST 
S 

VARI- 
ATION 

24 

28/21 

272 

14 

4.12 

58 

14 

69 

40 

51.7 

12 

1.77 

1.71 

1.71 

9.0 

Nonbank  fin.  A 

35 

41/28 

101 

15 

2.67 

39 

7 

63 

28 

68.0 

12 

0.39 

2.34 

3.24 

8.5 

Manufacturing  C 

15 

20/12 

271 

12 

0.26 

3 

23 

8 

64 

44.6 

09 

1  06 

1.27 

1.41 

6.7 

Food  B 

43 

45/25 

399 

19 

0.28 

5 

47 

72 

23 

107.8 

02 

2.25 

3.04d 

3.55 

4.1 

Consumer  B 

28 

35/25 

143 

1 1 

2.26 

25 

-7 

68 

34 

72.1 

12 

2.12 

2.54 

2.79 

2.0 

Automotive  B 

28 

30/19 

191 

12 

2.03 

23 

1 1 

54 

35 

104.2 

12 

2.12b 

2.40 

2.70 

2.7 

Banks  A 

16 

19/14 

672 

5 

1.55 

7 

8 

5 

60 

2.0 

09 

NA 

3.56 

2.90 

4.9 

Chemicals 

40 

41/32 

302 

12 

2.50 

29 

31 

70 

24 

9.5 

12 

2.25 

3.40 

3.72 

4.3 

Paper  B 

22 

34/15 

358 

17 

0.00 

0 

-28 

70 

44 

393.3 

12 

1.58 

1.29 

1.67 

8.6 

Office  equipment  C 

16 

19/12 

1444 

32 

0.50 

16 

26 

7 

60 

9.5 

12 

NA 

0.50 

0.87 

13.2 

Metals  C 

23 

26/19 

200 

10 

1.05 

1 1 

12 

37 

41 

51.0 

09 

1.85 

2.20 

2.64 

2.9 

Office  equipment  C 

50 

57/44 

01 

54 

3.64 

198 

9 

NA 

19 

111.6 

12 

2.46 

0.91 

4.27 

5.8 

Electrical  C 

53 

65/47 

430 

19 

2.67 

51 

-12 

60 

18 

20.4 

12 

2.93 

2.75 

3.28 

0.9 

Publishing/TV  B 

35 

37/31 

247 

14 

3.07 

43 

9 

41 

27 

15.4 

12 

2.25b 

2.48 

2.86 

2.2 

Electrical  A 

22 

29/21 

135 

16 

3.13 

50 

-19 

67 

43 

85.6 

07 

-0.40 

1.35 

1.70 

7.2 

Electrical  C 

21 

22/16 

126 

15 

2.68 

39 

8 

44 

45 

39.4 

12 

1.60 

1.42 

1.63 

12.2 

Chemicals 

22 

29/21 

127 

6 

1.27 

8 

-20 

13 

42 

113.5 

12 

2.00 

3.61 

2.96 

13.8 

Nonbank  fin.  A 

31 

39/27 

323 

13 

2.19 

30 

-18 

50 

30 

44.9 

12 

2.00 

2.30 

2.63 

2.7 

Services  A 

22 

23/20 

115 

8 

5.36 

41 

8 

28 

42 

24.0 

12 

2.25 

2.90 

3.22 

0.8 

Bonks  A 

21 

24/19 

126 

8 

4.96 

41 

-2 

30 

43 

29.3 

12 

2.31 

2.58 

2.90 

2.1 

Banks  A 

18 

18/13 

138 

14 

0.69 

10 

33 

59 

53 

41.6 

12 

0.82 

1.24 

1.54 

8.0 

Leisure  D 

117 

119/52 

196 

30 

2.05 

62 

125 

66 

8 

562.4 

12 

4.12 

3.87 

7.48 

9.2 

Chemicals 

28 

31/22 

456 

22 

1.09 

24 

-6 

44 

34 

56.7 

12 

1.06 

1.27 

1.54 

7.2 

Services  B 

17 

19/15 

143 

15 

3.76 

55 

3 

74 

56 

50.3 

08 

0.88 

1.12 

1.30 

5.0 

Automotive  B 

9 

9/5 

44 

23 

0.00 

0 

47 

39 

108 

55.4 

12 

1.66 

0.37 

1.10 

26.4 

Utilities  A 

37 

38/14 

490 

93 

0.64 

60 

161 

56 

25 

38.3 

12 

0.47 

0.40 

0.47 

15.3 

Telecomms.  A 

10 

13/9 

109 

7 

0.00 

0 

-7 

57 

88 

85.6 

12 

1.67 

1.40 

1.91 

27.2 

Metals  B 

31 

32/27 

152 

9 

6.14 

54 

22 

44 

30 

44.5 

12 

2.68 

3.48 

3.55 

4.1 

Utilities  B 

11 

13/10 

335 

21 

1.08 

23 

-9 

22 

82 

37.2 

06 

0.40 

0.53 

0.63 

3.4 

Food  C 

36 

41/31 

183 

12 

2.03 

25 

-9 

63 

25 

68.8 

03 

2.92b 

3.40d 

3.88 

3.2 

Electrical  B 

24 

24/15 

132 

10 

1.17 

11 

43 

53 

37 

8.1 

12 

1.97 

2.45 

2.72 

5.0 

Nonbank  fin.  B 

17 

23/13 

215 

NM 

1.73 

DEF 

-18 

21 

52 

25.8 

12 

-2.51 

-0.59 

-0.12 

355.8 

Fuel  C 

27 

41/27 

217 

13 

0.29 

4 

-25 

62 

33 

92.6 

06 

1.49 

2.05 

2.40 

3.2 

Leisure  C 

29 

46/27 

189 

16 

1.66 

26 

-12 

33 

31 

41.6 

12 

2.53 

1.82 

1.75 

8.1 

Housing  A 

19 

24/15 

147 

25 

1.05 

27 

-24 

19 

47 

57.0 

01 

1.02 

0.75 

0.87 

17.9 

Retailing 

38 

39/24 

223 

6 

2.40 

14 

27 

71 

23 

225.9 

12 

2.71 

6.62 

6.00 

9.2 

Chemicals 

33 

35/27 

150 

8 

3.16 

26 

8 

39 

27 

30.6 

12 

3.13 

4.04 

4.70 

8.8 

Containers  B 

39 

40/30 

294 

14 

2.03 

29 

19 

74 

22 

37.9 

12 

2.25 

2.72 

3.10 

2.4 

Services  D 

29 

32/26 

109 

9 

8.56 

76 

14 

47 

31 

84.7 

12 

3.01 

3.20 

3.23 

4.8 

Utilities  A 

18 

25/16 

156 

13 

2.65 

36 

-30 

48 

48 

80.6 

04 

1.35 

1.06d 

1.61 

7.3 

Services  E 

33 

36/27 

159 

13 

3.08 

41 

19 

58 

27 

74.2 

12 

1.86 

2.43 

3.07 

6.5 

Food  A 

32 

38/19 

641 

29 

0.00 

0 

76 

54 

27 

334.7 

10 

0.78 

1.10 

2.04 

11.6 

Office  equipment  C 

23 

25/19 

150 

13 

2.05 

26 

19 

44 

37 

41.9 

01 

1.41 

1.83 

1.93 

6.3 

Retailing 

21 

25/19 

286 

14 

2.06 

28 

13 

36 

41 

64.2 

05 

1.37 

1.55 

1.80 

4.2 

Metals  B 

28 

34/26 

183 

12 

1.79 

21 

0 

48 

31 

62.5 

12 

1.95 

2.40 

2.74 

2.2 

Electrical  B 
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ON  ON 

INVESTED  COMMON 

CAPITAL  EQUITY 

%  % 


12 
MONTHS 


$Mll 


55B  ALLEGHENY  LUDLUM 

557  INTERNATIONAL  MINERALS  &  CHEMICAL 


864 


712 
451 


1208 
1044 


39 
-42 
65 


108.6 
78.7 


135 
-13 


9.0 
7.5 


5.3 
5.0 


30.6 
6.4 


37.9 
6.9 


719 
2072 


863 
863 


558  CABLEVISION  SYSTEMS 

559  CONTROL  DATA 


642 
452 


493 
3628 


-159.4 
1.7 


NM 

-93 


NM 
0.0 


NM 
0.7 


NM 
2.2 


NM 

0.1 


1172 
2524 


861 
858 


560  AMERITRUST 


628 


1052 


13 


103.5  NM 


9.8 


NM 


20.8 


14.6 


10738 


561  U.  S.  SHOE 


856 
853 


467 


2274a 


5.3 


-87 


0.2 


2.9 


1197 


562 
563 


MONTANA  POWER 
OHIO  CASUALTY 


575 
587 


444 
1576 


71.9 
128.0 


15 
63 


16.2 
8.1 
0.8 


14.8 
5.0 


7.9 
19.3 


8.8 
21.4 


1926 
2922 


852 
851 


564 
565 


PRIME  COMPUTER 
MILLIPORE 


567 
468 


1595 
622 


66 
18 


13.0 

54.5 


-80 
14 


6.7 
9.0 


4.5 
12.5 


2.4 
15.6 


1651 
539 


851 


566  HARTFORD  STEAM  BOILER  INSPECTION 

567  INTERGRAPH 


848 


701 
343 


459 
800 


7 
25 


70.7 
88.0 


17 
26 


15.4 
1 1.0 


14.1 
10.9 


23.5 
13.9 


27.8 
13.9 


730 
831 


840 
838 


568 
569 


MOLEX 

SIGNET  BANKING 


463 
603 


550 
1286 


26 
23 


56.3 
152.5 


12 

550 


10.2 
1 1.9 


11.5 
2.2 


NA 
31.1 


14.5 
22.4 


528 
1 1002 


836 
835 


570  U.  S.  CELLULAR 


NR 


1 5a  NA 


-7.7 


NA 


NM 


NA 


NM 


-9.0 


106 


571  GEO.  A.  HORMEL 


834 
832 


512 


2289 


61.7 


15 


2.7 


2.2 


15.3 


14.7 


707 


CHARMING  SHOPPES 
WITCO 


656 
589 


725 
1586 


14 
1 1 


38.2 
71.6 


-10 
13 


5.3 
4.5 


6.7 
4.4 


NA 

10.2 


17.9 
12.8 


377 
1 115 


573 


832 
830 


574  MOBILE  COMMUNICATIONS 

575  CONTINENTAL  BANK 


678 
897 


1 10a 
3060 


25 
10 


-14.2 
315.8 


NM 
NM 


NM 
10.3 


16.4 
NM 


NA 
NA 


-6.9 
29.1 


338 
30578 


829 


•576 
577 


KELLY  SERVICES 
IPAUO  ENTERPRISES 


828 


466 
556 


1269 
609 


9 
10 


60.3 
105.8 


20 
10 


4.8 
17.4 


4.3 
17.4 


27.6 
10.8 


27.6 
14.6 


326 
1752 


821 
819 


578  OHIO  MATTRESS 

579  MGM/UA  COMMUNICATIONS 


984 
811 


662 
663 


1 1 
39 


33.2 
-90.3 


42 
NM 


5.0 
NM 


3.9 
NM 


9.6 
NM 


12.7 
-49.7 


542 
1358 


818 
815 


580  KROGER 


227 


19053 


34.5  -81 


0.2 


1.0 


-6.2 


-0.6 


4706 


581  YELLOW  FREIGHT  SYSTEM 


809 
806 


547 


2016 


15 
5 
16 


69.0 


67 


3.4 


2.3 


13.3 


16.9 


1021 


582  JOHN  H.  HARLAND 

583  CENTURY  COMMUNICATIONS 


592 
755 


333 
175 


53.3 
-8.5 


12 
NM 


16.0 
NM 


14.9 
NM 


NA 
NM 


22.3 
NM 


295 
830 


804 
802 


584  DELMARVA  POWER  &  LIGHT 

585  TECUMSEH  PRODUCTS 


576 
583 


768 
1094 


84.7 

70.2 


1 1.0 
6.4 


1 1.2 
7.5 


9.2 
1 1.6 


12.7 
11. 6 


1915 
900 


801 


15 


586  MELLON  BANK 

587  NATIONAL  SEMICONDUCTOR 


801 


571 
387 


3269 
2516 


-65.0 
-0.1 


NM 
NM 


NM 
NM 


NM 
NM 


NM  -11.9 
-0.0  -1.2 


31^53 
1842 


801 
797 


29 
-4 
1  1 


588 
589 


HOLIDAY 
RUSSELL 


632 
716 


1597y 
531 


1 17.2 
53.8 


-1 
16 


7.3 
10.1 


7.1 
9.7 


19.6 
13.6 


-17.6 
17.4 


2139 
561 


797 
795 


590  DEAN  FOODS 


600 


1612 


54.2 


20 


3.4 


3.0 


17.6 


16.6 


563 


.591  THOMAS  &  BETTS 


795 
794 


537 


515 


18 
22 


58.7 


21 


1  1.4 


11.1 


19.1 


493 


592 
593 


PROGRESSIVE 
VISTA  CHEMICAL 


793 
793 


578 
558 


1215 
794 


21 
7 


108.1 
123.8 


20 
492 


8.9 
15.6 


9.0 
3.2 


16.9 
42.0 


27.6 
101.6 


2307 
493 


594 
595 


LAFARGE 
AVNET 


645 

533 


1309 
1934 


93.5 

50.7 


30 
36 


7.1 
2.6 


5.9 
2.2 


11.6 
6.5 


13.9 

7.1 


1206 
1 100 


789 


16 


596 
597 


NOXEIL 

IDAHO  POWER 


789 


527 
573 


522 
412 


51.0 
49.1 


17 
2 


9.8 
1 1.9 


8.9 
12.2 


21.0 
7.8 


20.7 
7.8 


330 
1609 


777 
774 


598  OVERSEAS  SHIPHOIDING  GROUP 

599  ALZA 
KiOO  ECOLAB 


723 
552 
624 


307y 
84 
1212 


46.4 

17.0 
44.1 


31 
22 
6 


15.1 
20.2 
3.6 


12.1 
19.7 
4.1 


6.6 
8.2 


6.8 
11.1 


1316 
248 


773 
773 


19 
19 


9.2  10.6 


943 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 

INSTI- 

ANALYSTS' ESTIMATES 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1987 
AaUAL 
$ 

1988 
AaUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

38 

38/24 

301 

8 

2.61 

21 

40 

42 

23 

42.9 

12 

2.27 

4.81 

5.10 

9.3 

Metals  B 

39 

50/37 

93 

12 

2.54 

30 

-14 

81 

22 

224.6 

06 

0.08 

3.30 

2.68 

9.5 

Chemicals 

39 

39/27 

NEG 

NM 

0.00 

0 

22 

27 

22 

19.9 

12 

-2.73 

-7.44 

NA 

NM 

Publishing/TV  A 

21 

31/16 

82 

NM 

0.00 

0 

-17 

58 

41 

129.7 

12 

0.59 

0.03 

0.79 

45.5 

Office  equipment  B 

23 

24/17 

121 

9 

4.84 

43 

34 

40 

37 

43.2 

12 

-0.24 

2.62 

2.85 

7  7 

Banks  B 

19 

29/16 

170 

38 

2.39 

92 

8 

83 

45 

165.1 

01 

0.80 

0.50d 

1.25 

31.8 

Retailing 

35 

37/32 

110 

12 

7.83 

97 

8 

49 

24 

104.8 

12 

2.52 

2.84 

3.26 

10.4 

Utilities  A 

40 

45/32 

128 

6 

5.27 

32 

9 

52 

22 

39.2 

12 

4.31 

6.53 

5.02 

12.3 

Nonbonk  fin.  B 

17 

21/12 

158 

45 

0.00 

0 

5 

74 

49 

158.1 

12 

1.32 

0.39 

1.44 

14.6 

Office  equipment  B 

31 

41/29 

244 

16 

1.18 

18 

-20 

70 

28 

62.7 

12 

1.70 

1.96 

2.25 

2.4 

Electrical  C 

42 

42/24 

334 

12 

3.37 

40 

47 

41 

20 

36.0 

12 

2.61 

3.46 

3.18 

5.2 

Nonbank  fin.  B 

15 

33/15 

132 

10 

0.00 

0 

-30 

61 

57 

202.1 

12 

1.23 

1.55 

1.86 

7.5 

Office  equipment  C 

33 

45/33 

215 

14 

0.10 

1 

-16 

36 

26 

57.0 

06 

1.72 

2.34 

2.45 

5.5 

Electrical  D 

32 

34/23 

126 

6 

4.43 

25 

5 

42 

26 

33.7 

12 

0.85 

5.71 

4.40 

2.4 

Banks  C 

30 

31/15 

983 

NM 

0.00 

NA 

NA 

11 

28 

18.0 

12 

NA 

-0.27c 

-0.07 

158.0 

Telecomms.  A 

22 

27/18 

199 

14 

2.02 

28 

-14 

19 

38 

12.8 

10 

1.20 

1.57 

1.74 

3.9 

Food  B 

17 

18/10 

391 

22 

0.73 

16 

11 

52 

50 

176.8 

01 

0.85 

0.76 

1.04 

10.2 

Retailing 

37 

39/53 

148 

12 

4.04 

49 

-1 

65 

22 

34.3 

12 

2.72 

3.05 

3.86 

5.8 

Chemicals 

35 

35/26 

404 

52 

0.00 

0 

26 

23 

24 

51.1 

12 

0.12 

0.67d 

NA 

NM 

Telecomms.  A 

20 

24/14 

86 

4 

3.93 

15 

25 

17 

41 

38.7 

12 

-24.28 

5.19 

3.57 

34.7 

Banks  B 

35 

48/33 

380 

14 

1.86 

26 

-13 

25 

24 

30.0 

12 

2.10 

2.51 

2.81 

2.0 

Services  E 

22 

24/22 

121 

8 

7.50 

62 

1 

39 

38 

43.8 

12 

2.38 

2.64 

2.55 

2.6 

Utilities  A 

25 

25/10 

313 

25 

1.62 

40 

111 

53 

33 

101.9 

1 1 

0.77 

1.00 

1.09 

7.1 

Consumer  B 

16 

19/  9 

450 

NM 

0.00 

0 

85 

4 

50 

32.9 

08 

-1.74 

-0.97 

-0.13 

653.4 

Leisure  B 

10 

59/  8 

NEG 

42 

11.06 

467 

70 

41 

80 

155.3 

12 

2.20 

0.24 

0.72 

251.6 

Food  C 

28 

34/24 

198 

12 

2.49 

29 

3 

63 

29 

112.7 

12 

1.44 

2.40 

2.91 

6.5 

Transportation  D 

21 

24/19 

337 

15 

3.20 

48 

-5 

44 

38 

47.9 

12 

1.26 

1.41 

1.62 

3.7 

Office  equipment  A 

19 

19/10 

NM 

NM 

0.00 

0 

39 

13 

43 

18.0 

05 

-0.11 

-0.51d 

-0.37 

63.9 

Publishing/TV  A 

17 

19/17 

131 

10 

8.63 

88 

3 

29 

46 

65.0 

12 

1.60 

1.70 

1.77 

2.7 

Utilities  A 

147 

151/134 

132 

1 1 

2.87 

33 

12 

50 

5 

8.2 

12 

13.09 

12.84 

13.85 

1.5 

Housing  A 

28 

33/24 

92 

NM 

5.07 

DEF 

5 

59 

29 

81.0 

12 

-31.19 

-3.65 

4.34 

10.1 

Banks  A 

8 

15/  8 

98 

NM 

0.00 

0 

-28 

55 

102 

149.5 

05 

0.48 

-1.02 

0.37 

53.9 

Electrical  D 

30 

30/21 

NEG 

6 

0.00 

0 

9 

66 

27 

94.3 

12 

4.82 

4.70 

1.48 

27.3 

Leisure  C 

20 

20/14 

258 

15 

1.42 

21 

33 

36 

40 

22.7 

12 

1.17 

1.36 

1.58 

5.4 

Consumer  A 

30 

32/25 

287 

15 

1.99 

28 

6 

29 

26 

26.5 

05 

1.60 

2.17c 

2.48 

3.5 

Food  B 

47 

61/45 

258 

14 

3.93 

53 

-5 

61 

17 

36.7 

12 

2.88 

3.46 

3.80 

3.5 

Electrical  D 

30 

32/22 

202 

8 

1.36 

10 

0 

51 

27 

40.7 

12 

3.16 

3.86 

3.50 

7.7 

Nonbank  fin.  B 

53 

61/44 

650 

8 

3.37 

25 

20 

61 

15 

214.0 

09 

-0.13 

7.10 

8.92 

5.1 

Chemicals 

16 

20/14 

121 

8 

2.50 

20 

14 

15 

50 

26.8 

12 

1.57 

1.96 

1.96 

13.3 

Housing  A 

22 

28/19 

1 1 1 

15 

2.26 

34 

-20 

74 

36 

74.4 

06 

0.64 

1.46 

1.46 

14.3 

Services  B 

20 

24/16 

320 

15 

2.36 

37 

1 

32 

40 

58.8 

12 

1.08 

1.26 

1.42 

1.7 

Consumer  D 

23 

25/20 

136 

17 

7.87 

136 

1 

25 

34 

58.7 

12 

1.30 

1.32 

1.93 

10.5 

Utilities  A 

22 

22/14 

113 

17 

2.33 

39 

40 

33 

36 

23.7 

12 

0.99 

1.29 

1.46 

2.7 

Transportation  D 

25 

30/20 

505 

48 

0.00 

0 

-18 

47 

31 

82.0 

12 

0.42 

0.51 

0.79 

12.1 

Health  care  B 

28 

29/21 

186 

17 

2.34 

41 

10 

71 

27 

75.2 

12 

1.56 

1.63 

2.07 

3.2 

Consumer  D 
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ira 


+  767°  F  in  the  sun,  -  388°  F  in  tlie  s/i  J* 


As  far  as  extremes  of 
temperature  go,  the 
planet  t^ercury  will  put 
any  material  to  ttie  test 
Temperatures  there  can 
vary  by  more  than 
1080°  F. 


With  its  stark  landscape  of  cra- 
ters, dust  and  rock,  Mercury  isn't 
what  you'd  call  an  inviting  planet. 

 In   fact,  conditions  on 

Mercury  support  no  life  at  all.  It's 
too  close  to  the  sun  and  its  at- 
mosphere doesn't  allow  heat 
and  cold  to  combine.  So  temper- 
atures rise  to  over  767°  F  on  the 
side  facing  the  sun,  while  it  can 


be  as  cold  as  -388°F  on  the 
dark  side. 

 Here  on  earth  it's  not 

easy  to  find  a  material  that  can 
stand  up  to  such  extremes  with- 
out being  damaged  That  is,  un- 
less your  kitchen  features  a 
cooktop  with  a  "Ceran"  panel. 
Because  even  if  the  temperature 
varies  by  more  than  1472°  F, 


"Ceran"  won't  warp  a  fraction  o  » 


an  inch. 

 Glass-ceramics 


frorr 


Schott  also  put  us  in  touch  witt" 
space.  When  used  in  telescope 
mirrors,  glass-ceramics  make 
these  mirrors  highly  resistant  tc 
temperature  changes.  Schott's 
glass-ceramics  are  the  idea 
material  for  earthbound  stoves 


"*0*)i 


eran"  glass-ceramic 
oktops  are  highly  re- 
tar)!  to  sudden 
inges  in  temperature. 
5/  wouldn't  warp  even 
Mercury. 


or  for  orbiting  millions  of  miles 
above  them  too. 
 Glass-ceramics,  availa- 
ble from  Schott  America,  are  just 
one  example  of  how  Scfiott's  in- 
novative development  responds 
to  specific  needs.  Because  in  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 
 Schott  worldwide:50.000 


products,  42  production  facil- 
ities, represented  in  more  than 
100  countries,  with  $  1  billion 
in  sales. 

 Schott  in  the  USA;  8  com- 
panies employing  more  than 
1200  people. 

  Would  you  like  to  know 

more  about  our  special  glass"? 
Write  to:  Schott  Corporation 


Departments  15,  3  Odell  Pla 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 
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MARKET  VALUE 


YEAR 
AGO 
RANK 


SALES 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 


PROFITS 


12 

MONTHS 
1988 
$MIL 


CHANGE 
FROM 
1987 


12 
MONTHS 
1988 


12 
MONTHS 
1987 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 
MONTHS 
1988 
$  MIL 


6(11 

602 


UNION  BANK 
COMPUTER  SCIENCES 


769 


NR 
617 


787 
1253 


34 

1  1 


60.2 
49.5 


50 
22 


7.6 
4.0 


6.8 

3.6 


NA 
1 1.9 


NA 
12.9 


15010 
715 


768 
767 


603  NATIONAL  HEALTH  LABORATORIESft 

604  KANSAS  POWER  &  LIGHT 


NR 
560 


235 
1 166 


NA 
0 


37.7 
79.8 


NA 

-10 


16.1 
6.8 


NA 
7.6 


NA 

9.5 


NA 
12.9 


302 
1777 


765 
764 


605  DEXTER 


675 


837y 


39.9 


4.8 


5.6 


13.3 


626 


606  SOUTHWEST  AIRLINES 


762 
761 


734 


860 


58.0 


6.7 


2.6 


8.4 


10.5 


1271 


607 
608 


EMC  GOLD 
PACIFIC  TELECOM 


NR 
736 


171y 
552 


12 
5 


61.2 
58.4 


23 


35.8 
10.6 


32.5 
8.5 


68.4 
NA 


67.2 
13.0 


129 
1 133 


758 
758 


31 
82 


(iOl) 
610 


MASCO  INDUSTRIES 
MERIDIAN  BANCORP 


482 

635 


1651 
950 


12 

12 


82.1 
86.1 


5.0 

9.1 


3.1 
9.4 


9.6 
18.9 


22.5 
13.3 


1883 
9523 


756 


611  FREEPORT-McMORAN  COPPER 

612  BETZ  LABORATORIES 


752 


NR 
582 


335 
448 


76 
16 


94.2 
48.4 


117 
19 
1 1 


28.1 
10.8 


22.8 
10.5 


NA 
21.7 


67.3 
21.6 


291 
319 


749 
747 


613 
614 


FRANKLIN  RESOURCES 
IBP 


769 
655 


213y 
9066 


68.5 
62.3 


32.2 
0.7 


29.6 
0.9 


40.5 
10.2 


41.4 

13.1 


352 
1324 


745 
744 


615  SOUTHEAST  BANKING 


619 


1405 


75.3  222 


5.4 


1.8 


12.0 


10.1 


15623 


616  SOCIETY 


743 
742 


607 


972 


100.1 


10 


10.3 


10.2 


18.1 


14.7 


10010 


617  INTERNATIONAL  LEASE  FINANCE 
61^  CAESARS  WORLD 


728 
71  1 


202y 
856 


17 
4 


43.4 
64.8 


-9 
1 1 


21.5 
7.6 


27.4 
7.1 


5.6 
15.9 


15.4 
31.3 


1765 
848 


736 
734 


619 
620 


COMERICA 
NEWELL 


636 
856 


1043 
988 


1  1 
37 


112.0 
61.4 


57 
65 


10.7 
6.2 


7.6 

5.2 


16.9 
NA 


18.3 
21.4 


11145 
820 


729 


621 
622 


PSI  HOLDINGS 
NORTHERN  TRUST 


729 


630 
667 


1043 
1003 


-3 
20 
20 


1 16.6 
109.3 


-20 
NM 


1 1.2 
10.9 


13.6 
NM 


13.8 
NA 


21.0 
27.4 


2129 
9904 


729 
728 


623 
624 


LONGVIEW  FIBRE 
AMERICAN  GREETINGS 


724 
727 


690 
1246 
251 


99.2 
30.7 


47 
-36 


14.4 
2.5 


11.8 
4.2 


21.6 
6.2 


28.1 
5.5 


652 
1177 


728 
721 


625  CHRIS-CRAFT  INDUSTRIES 


893 


21.4 


103 


8.5 


8.7 


22.6 


870 


626  DOMINION  BANKSHARES 


719 
718 


691 


13 


83.0 


9.3 


9.8 


18.7 


14.4 


9204 


627  ESSELTE  BUSINESS  SYSTEMS 
62S  FGIC 


579 
843 


1402 
112 


13 
-1 1 


58.9 
75.2 


4 

20 


4.2 
66.9 


4.6 
49.7 


1 1.7 
NA 


13.4 
14.1 


1073 
955 


717 
713 


621)  CENTURY  TELEPHONE  ENTERPRISES 
630  ROCKEFELLER  CENTER  PROPERTIES 


NR 

613 


184y 
125y 


17 


23.4 
44.7 


12.7 
35.8 


14.8 
43.3 


NA 
NM 


14.9 
6.9 


498 

1527 


708 


631  CHAMPION  SPARK  PLUG 

632  HUNTINGTON  BANCSHARES 


707 


825 
618 


738 
881 


3 
12 


22.1 
87.6 


36 
83 


3.0 
9.9 


2.3 
6.1 


7.8 
21.4 


6.6 
15.9 


555 
9506 


707 
705 


633 
634 


AMGEN 

LONGS  DRUG  STORES 


730 
629 


77 
1925 


56 
9 
17 


1.3 
55.9 


-2 
14 


1.7 
2.9 


2.7 
2.8 


0.8 
18.7 


0.8 
18.7 


192 
493 


705 
704 


635  PEP  BOYS-MANNY,  MOE  &  JACK 


602 


630a 


36.0 


5.7 


6.4 


9.3 


13.5 


557 


636  GRUMMAN 


704 
702 


572 


3649y 


86.5  220 


2.4 


8.5 


10  7 


2566 


637  EQUITABLE  RESOURCES 

638  FIRST  MARYLAND  BANCORP 


638 
890 


406 
661 


0 
1 1 
4 


47.1 
52.4 


36 
16 


1 1.6 
7.9 


8.3 
7.6 


10.2 
13.3 


1011 
6274 


702 
701 


18.7 


639  CENTRAL  ILLINOIS  PUBLIC  SERVICE 

640  CRESTAR  FINANCIAL 


609 
631 


616 
1016 


86.2 
86.7 


23 

53 


14.0 
8.5 


1  1.9 
6.1 


9.5 
22.7 


13.5 
13.7 


1678 
10408 


700 


641 
642 


HOMEFED 
MAXUS  EHERGY 


698 


744 
634 


1579y 
575 


21 
-12 


1  1 1.3 
-61.6 


1 1 
NM 
59 


7.1 
NM 


7.7 
NM 


7.2 
NA 


12.1 
NM 


17009 
1797 


696 
695 


643 
644 
645 


AUTODESK 

KENTUCKY  UTILITIES 
KOGER  PROPERTIES 


704 
621 
NR 


117 
560 
129 


48 
1 

107 


32.7 
79.3 
4.9 


27.9 
14.2 

3,8 


25.9 
13.3 
NM 


NA 

10.6 


23.6 
14.9 


159 
1351 


695 
694 


2.8 


5.7 


643 


ALPHASniCAL  INDEX  Of  COMPANIES  BEGINS  ON  P 
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200 


I 

I 


VALUATION 

DIVIDINDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 
TUTIONS 
HOLDING 

% 

ANALYSTS' 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

SHRS 
OUT 
MIL, 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 

$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

25 

34/23 

NA 

7 

4.28 

33 

-16 

35 

30 

10.4 

12 

3.01 

3.51 

3.90 

NM 

Banks  D 

49 

55/38 

200 

18 

0.00 

0 

-2 

60 

16 

104.8 

03 

2.73 

3.28d 

3.85 

3.1 

Office  equipment  C 

8 

10/8 

302 

NA 

0.00 

NA 

3 

1 

99 

3.0 

12 

NA 

NA 

NA 

NA 

Health  care  C 

22 

25/22 

126 

10 

7.95 

78 

-6 

30 

35 

42.5 

12 

2.46 

2.25 

2.36 

4.5 

Utilities  A 

31 

34/20 

254 

19 

2.60 

50 

29 

60 

25 

107.0 

12 

1.72 

1.61 

1.95 

4.4 

Chemicals 

24 

25/15 

138 

13 

0.57 

8 

38 

74 

31 

1 15.9 

12 

0.63 

1.84 

2.08 

15.3 

Transportation  A 

12 

13/9 

836 

13 

0.43 

5 

20 

5 

65 

6.7 

12 

NA 

0.93 

0.98 

12.6 

Metals  C 

20 

20/13 

168 

13 

4.86 

63 

52 

6 

38 

8.7 

12 

1.16 

1.52 

NA 

NM 

Telecomms.  A 

9 

14/9 

207 

30 

0.00 

0 

-16 

14 

82 

32.2 

12 

NA 

0.83d 

1.07 

6.0 

Automotive  B 

20 

22/18 

123 

9 

5.40 

50 

2 

50 

37 

36.8 

12 

2.43 

2.21 

2.45 

2.4 

Banks  A 

35 

35/17 

538 

8 

10.55 

84 

NA 

14 

21 

NA 

12 

NA 

4.41 

4.48 

10.3 

Metals  C 

49 

53/44 

335 

15 

3.46 

53 

8 

73 

15 

73.0 

12 

2.59 

3.15 

3.53 

2.3 

Chemicals 

29 

30/17 

451 

1 1 

1.12 

13 

23 

16 

26 

17.8 

09 

2.21 

2.51 

2.83 

2.5 

Nonbank  fin.  A 

16 

17/13 

157 

12 

3.81 

45 

6 

34 

47 

42.6 

12 

NA 

1.32 

1.50 

5.6 

Food  B 

25 

26/20 

108 

11 

4.55 

50 

4 

60 

30 

76.8 

12 

1.14b 

2.26 

3.77 

6.1 

Banks  C 

34 

38/31 

112 

8 

4.78 

38 

1 

39 

22 

32.2 

12 

3.75 

4.19 

4.56 

2.0 

Banks  B 

23 

23/13 

308 

20 

0.35 

7 

36 

22 

32 

81.3 

1 1 

1.40b 

1.14 

1.74 

13.4 

Transportation  C 

30 

34/21 

356 

10 

0.00 

0 

20 

69 

25 

171.9 

07 

1.30 

2.90 

3.13 

5.6 

Leisure  C 

47 

52/41 

127 

7 

4.28 

30 

12 

46 

16 

55.0 

12 

4.01b 

6.58 

7.13 

2.8 

Banks  B 

31 

31/18 

301 

14 

2.44 

35 

57 

56 

23 

53.9 

12 

1  38 

2.18 

2.35 

5.7 

Manufacturing  A 

14 

14/11 

155 

7 

1.48 

1 1 

-1 

67 

54 

87.3 

12 

2.33 

1.84 

2.31 

6.7 

Utilities  A 

48 

49/40 

195 

7 

2.57 

19 

17 

51 

15 

52.3 

12 

-4.77 

6.61 

5.64 

5.2 

Banks  B 

66 

78/44 

206 

8 

3.04 

23 

45 

33 

1 1 

71.9 

10 

5.87 

8.71 

8.95 

6.4 

Containers  B 

23 

23/15 

131 

22 

2.82 

63 

24 

69 

31 

126.4 

02 

1.04 

1.55d 

1.92 

9.1 

Leisure  D 

32 

32/17 

781 

35 

0.00 

0 

31 

31 

23 

35.7 

12 

0.45 

0.92 

NA 

NM 

Publishing/TV  A 

19 

20/15 

127 

9 

4.27 

37 

-2 

27 

38 

40.4 

12 

2.10 

2.14 

2.42 

2.6 

Banks  C 

35 

41/27 

164 

12 

2.51 

31 

-1 1 

15 

21 

12.6 

12 

2.75 

2.87 

3.21 

2.3 

Office  equipment  A 

24 

24/16 

141 

9 

0.17 

2 

40  ' 

48 

30 

7.7 

12 

2.13 

2.64 

2.64 

2.8 

Nonbank  fin.  B 

27 

27/11 

459 

31 

1.52 

47 

141 

46 

27 

51.7 

12 

0.87 

0.85 

0.95 

22.0 

Telecomms.  A 

19 

20/19 

109 

16 

9.75 

155 

6 

26 

38 

32.4 

12 

1.22 

1.19 

1.30 

0.0 

Housing  B 

21 

23/1 1 

21 1 

33 

0.95 

32 

79 

42 

34 

88.7 

12 

0.43 

0.63 

0.81 

18.2 

Automotive  B 

19 

20/17 

128 

8 

3.95 

32 

6 

22 

38 

24.4 

12 

1.24b 

2.30 

2.54 

1.4 

Banks  B 

42 

42/25 

418 

NM 

0.00 

0 

14 

38 

17 

245.2 

03 

0.10 

0.04d 

0.75 

33.6 

Health  care  B 

35 

39/33 

236 

13 

2.51 

32 

5 

34 

20 

25.7 

01 

2.33 

2.75 

3.03 

2.2 

Health  care  A 

13 

14/10 

263 

18 

0.78 

14 

-3 

40 

55 

49.2 

01 

0.62 

0.72d 

0.88 

3.7 

Automotive  B 

22 

26/19 

92 

9 

4.65 

40 

10 

31 

33 

63.2 

12 

0.67 

2.50 

2.58 

9.0 

Aerospace 

34 

37/30 

152 

15 

3.79 

56 

2 

52 

21 

29.8 

12 

1.69 

2.27 

2.82 

10.7 

Utilities  B 

39 

39/22 

1 77 

13 

2.56 

34 

67 

NA 

1 8 

J4.y 

12 

Z.OD 

2  93d 

3  32 

3  8 

Bonks  A 

21 

23/20 

118 

9 

8.59 

75 

2 

31 

34 

80.7 

12 

1.88 

2.35 

2.25 

5.5 

Utilities  A 

25 

27/21 

116 

8 

4.53 

38 

3 

38 

28 

36.8 

12 

1.90b 

2.92 

3.21 

1.9 

Banks  C 

33 

33/21 

76 

6 

0.60 

4 

23 

82 

21 

65.8 

12 

4.69 

5.22 

5.16 

8.9 

Nonbank  fin.  C 

8 

9/6 

677 

NM 

0.00 

0 

1 

49 

90 

66.9 

12 

-5.67 

-1.21 

-0.74 

52.0 

Fuel  B 

29 

34/22 

501 

21 

0.00 

0 

25 

64 

24 

201.4 

01 

0.89 

1.35 

1.81 

3.6 

Office  equipment  C 

18 

20/18 

141 

9 

7.62 

72 

-3 

18 

38 

52.2 

12 

1.72 

1.94 

2.01 

4.6 

Utilities  A 

28 

29/24 

802 

53 

10.18 

538 

13 

21 

25 

13.8 

03 

0.52 

l.OOd 

NA 

NM 

1  Housing  B 
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(i4(i 

(;47 


JOSTENS 
HAMILTON  OIL 


693 


577 
640 


609 
195 


15 


46.3 
16.8 


28 
5 


7.6 
8.6 


6.8 
7.5 


18.5 
NA 


24.4 
4.1 


399 


693 
690 


1080 


(;4S  CAMERON  IRON  WORKS 
m  MINNESOTA  POWER  &  LIGHT 


785 
660 


559 
460 


2.9 
72.9 


NM 
4 


0.5 
15.8 


NM 
16.4 


2.4 
10.6 


-0.8 
13.9 


762 


687 
687 


1484 


650  3COM 


666 


310 


57 


29.3 


63 


9.5 


9.1 


16.7 


220 


1)1  LOUISVILLE  CAS  &  ELECTRIC 


685 
680 


644 


660 


85.0 


12 


12.9 


12.1 


9.1 


13.1 


1763 


LOCTITE 
<;.~)M  FLEETWOOD  ENTERPRISES 


663 
795 


439 
1567 


15 
13 


47.6 
67.7 


30 
48 


10.9 
4.3 


9.6 
3.3 


20.7 
NA 


21.3 
18.0 


357 


678 
678 


638 


Hr>4  MANUFACTURERS  NATIONAL 

i;:<r,  springs  industries 


668 
695 


924 
1825 


21 
10 


96.3 
52.8 


1352 

-5 


10.4 
2.9 


0.9 
3.4 


24.6 
8.9 


16.8 
9.8 


931 1 


678 


1 1 18 


(;  >(i  KANSAS  GAS  &  ELECTRIC 
657  CIRCLE  K 


674 


599 
737 


526 
3231y 


2 
25 


77.2 
52.5 


14.7 
1.6 


14.1 

2.0 


NA 
7.1 


10.9 
15.7 


2443 


673 
673 


1800 


(;5S  ENVIRODYNE  INDUSTRIES 
ADOLPH  COORS 


914 
604 


488 
1522 


3 
13 
19 


48.2 
46.9 


25 
-3 


9.9 
3.1 


8.1 
3.6 


19.8 
NA 


30.5 
4.4 


449 


673 
673 


1508 


660  BAYBANKS 


669 


921 


28 


9.6 


9.0 


19.5 


16.2 


9496 


mi  USLIFE 


672 
670 


657 


1279 


67.7 


5.3 


6.3 


7.7 


7.3 


4063 


m2 


MICHIGAN  NATIONAL 
PITTSTON 


727 
842 


1040 
1583y 


15 
15 


93.2 
36.8 


26 
NM 


9.0 
2.3 


8.1 
NM 


23.1 
8.5 


16.9 
8.4 


1 1306 


669 
668 


992 


H(i4  PEOPLES  ENERGY 

(;<;  >  ROLLINS  ENVIRONMENTAL  SERVICES 


717 
465 


1 134 
198 


82.6 
27.1 


44 

-13 


7.3 
13.7 


5.1 
16.9 


11.1 
16.5 


15.9 
16.7 


1508 


666 


205 


mi 


HARSCO 
EQUIFAX 


658 


523 
643 


1300 
743 


31.1 
34.0 


-51 
1 1 


2.4 
4.6 


5.3 
4.6 


6.9 
NA 


7.0 
15.7 


893 


658 
657 


1 1 
7 


421 


m,H  HOUGHTON  MIFFLIN 

m,'.t  ADVANCED  MICRO  DEVICES 


799 
518 


368 
1 126 


24.1 
19.3 


2 

NM 


6.5 
1.7 


6.9 
NM 


NA 
NA 


12.7 
1.4 


294 


657 
656 


13 
36 


1081 


670  LANDS'  END 


870 


456 


32.3 


46 


7.1 


6.6 


38.2 


40.4 


149 


071  McDERMOTT  INTERNATIONAL 


656 
656 


605 


2308 


-1 19.6 


-19.0 


3446 


07l'  ATLANTIC  ENERGY 

(17  !  MITCHELL  ENERGY  &  DEVELOPMENT 


680 
751 


676 
581a 


78.1 
0.4 


0 

-94 


1 1.6 

0.1 


12.1 
1.2 


9.7 
2.7 


13.3 
0.1 


1660 


649 
648 


1939 


(;74  ROCHESTER  TELEPHONE 
G7  >  HANDLEMAN 


796 
871 


479 
630 


50.9 
39.8 


40 
25 


10.6 
6.3 


7.9 
6.1 


NA 
NA 


15.4 
23.1 


885 


648 


20 


345 


G7i;  FIGGIE  INTERNATIONAL 
677  MARSHALL  &  ILSLEY 


646 


791 
758 


1200 
677 


14 


61.9 
76.2 


25 
30 


5.2 
11.3 


4.7 
9.3 


13.8 
17.9 


16.9 
16.0 


783 


643 
642 


7 
15 


6775 


67S 
671) 


BEMIS 

CUMMINS  ENGINE 


794 
681 


1069 
3310 


39.6 
-63.4 


24 
NM 


3.7 
NM 


3.4 
0.5 


13.5 
-15.9 


17.1 
-11.4 


595 


641 
639 


20 
218 


2064 


680  MICRON  TECHNOLOGY 


781 


368 


121.7 


33.1 


31.0 


495 


6X1  A.H.  ROBINS 


637 
633 


664 


934 


9 
32 


58.4 


6.3 


-4.0 


-3.9 


1075 


6X2 
6X:i 


TELECOM-USA 
SEQUA 


NR 
612 


524 
1617a 


27.3 
56.1 


82 
5 


5.2 
3.5 


3.8 
5.9 


24.5 
7.6 


47.1 
7.4 


360 


633 
632 


80 
41 


1620 


6X4  HECHINGER 

6X.~>  FLORIDA  NATIONAL  BANKS  OF  FLORIDA 


639 
923 


1019 
749 


22 

7 


4.8 

4.7 


5.5 
4.7 


1 1.0 
15.7 


13.8 
7.3 


653 


631 


34.9 


7828 


68(5 
687 


TEKTRONIX 


631 


580 
777 


1431 
2700 


-8.6 


NM 
1 


NM 
2.3 


1.8 
2.7 


-2.2 
16.1 


-1.7 
16.3 


1010 


688 
68'.t 
690 


UNIVERSAL 

HAWAIIAN  ELECTRIC  INDUSlRIES 


629 
628 


729 
651 
943 


733 

257y 

995 


18 
15 


62.5 
59.7 


1140 


40 
18 
323 


8.1 
16.1 
7.0 


6.7 
14.6 
1.8 


11.0 
19.2 


12.4 
24.8 


2572 


LEE  ENTERPRISES 
CNW 


627 
626 


6 
1 1 


41.5 
69.3 


320 


10.9  12.1 


1727 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 

$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS, 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

19 

23/17 

365 

15 

3.35 

52 

9 

50 

36 

37.2 

06 

1.05 

1.24 

1.42 

1.6 

Manufacturing  A 

27 

30/25 

196 

48 

0.37 

18 

1 

24 

26 

27.7 

1 2 

0.77 

0.56 

0.81 

6.8 

Fuel  B 

23 

23/11 

196 

NM 

0.18 

DEF 

1 1 

28 

30 

19.7 

06 

-3.62 

-1.02 

0.39 

70.4 

Fuel  C 

24 

26/22 

141 

10 

7.49 

76 

1 

23 

29 

40.5 

1 2 

2.34 

2.35 

2.40 

2.2 

Utilities  A 

25 

28/16 

391 

19 

0.00 

0 

30 

64 

28 

240.4 

05 

0.79 

1.30d 

1.70 

6.5 

Office  equipment  C 

33 

36/31 

1 19 

9 

8.18 

74 

2 

27 

21 

41.4 

1 2 

3.34 

3.70 

3.42 

2.9 

Utilities  A 

38 

39/28 

304 

16 

2.32 

38 

8 

44 

18 

46.9 

06 

1.69 

2.32 

2.80 

1.9 

Chemicals 

30 

31/19 

180 

14 

2.16 

31 

23 

63 

23 

62.4 

04 

2.08 

3.05d 

2.97 

6.9 

Leisure  D 

45 

48/39 

118 

7 

4.09 

29 

12 

38 

15 

69.6 

12 

0.45b 

6.35 

6.97 

1.0 

Banks  B 

38 

42/27 

125 

13 

3.13 

40 

6 

28 

18 

46.5 

12 

3.13 

2.98 

3  79 

4.9 

^Aanufacturing  D 

20 

22/18 

96 

9 

8.21 

76 

9 

57 

35 

110.7 

12 

2.34 

2.10 

2.05 

5.9 

Utilities  A 

16 

16/11 

224 

15 

1.81 

27 

19 

74 

43 

88.1 

04 

1.04 

1.04 

1.02 

6.7 

Food  C 

37 

39/18 

425 

14 

0.00 

0 

104 

29 

18 

205.5 

1 2 

2.12 

2.64 

2.88 

4.4 

^Manufacturing  A 

18 

21/18 

63 

14 

2.72 

39 

-5 

30 

37 

47.7 

12 

1.32 

1.28 

1.42 

7.3 

Consumer  G 

42 

48/39 

123 

8 

3.79 

29 

6 

55 

16 

62.7 

1 2 

4.37b 

5.47 

5.49 

3.4 

Banks  A 

39 

41/32 

73 

10 

3.51 

36 

5 

52 

17 

60.5 

12 

3.94 

3.81 

4.31 

3.8 

Nonbank  fin.  B 

45 

52/42 

122 

7 

4.49 

33 

-4 

53 

15 

70.1 

12 

4.85 

6.07 

6.96 

4.3 

Banks  B 

18 

19/1 1 

152 

19 

0.00 

0 

64 

57 

38 

85.4 

12 

-3.40 

0.95 

1.42 

1 1.2 

Fuel  A 

21 

22/16 

133 

9 

7.41 

66 

14 

43 

33 

48.8 

09 

1.66 

2.31 

2.37 

4.0 

Utilities  B 

11 

20/9 

41 1 

20 

0.72 

15 

-34 

36 

60 

104.9 

09 

0.48 

0.55 

0.52 

18.5 

Services  C 

25 

36/24 

147 

21 

4.82 

103 

-12 

44 

26 

38.5 

12 

2.20 

1.17 

2.89 

12.5 

^Aanuf acturing  A 

27 

33/24 

305 

18 

3.13 

57 

-5 

42 

24 

36.6 

12 

1.43 

1.47 

1.91 

3.0 

Nonbank  fin*  A 

46 

50/31 

345 

27 

1.42 

39 

47 

51 

14 

75.7 

12 

1.66 

1.70 

2.02 

5.2 

Publishing/TV  B 

8 

17/7 

102 

74 

0.00 

0 

-31 

55 

81 

164.3 

1 2 

-0.72 

0.11 

0.31 

53.3 

Electrical  D 

33 

33/19 

822 

20 

0.61 

12 

56 

24 

20 

45.3 

01 

1.11 

1.61 

1.89 

4.0 

Retailing 

18 

22/14 

104 

NM 

5.67 

DEF 

-2 

53 

37 

122.8 

03 

-6.23 

-1.92d 

-0.37 

218.1 

Services  A 

33 

35/32 

120 

9 

8.46 

75 

8 

21 

20 

28.3 

12 

4.03 

3.68 

3.69 

2.9 

Utilities  A 

14 

14/10 

115 

66 

1.73 

115 

38 

23 

47 

10.4 

01 

0.19 

0.21d 

0.41 

30.9 

Fuel  B 

57 

60/44 

201 

13 

5.03 

66 

25 

34 

11 

37.0 

12 

3.20 

4.33 

4.52 

2.9 

Telecomms*  B 

30 

30/17 

376 

19 

1.87 

36 

28 

62 

22 

78.1 

04 

1.57 

1.86d 

2.1 1 

4.6 

Services  E 

92 

97/74 

177 

10 

1.30 

13 

17 

6 

7 

6.9 

12 

7.02 

9.03 

NA 

NM 

Conglomerotes 

31 

32/27 

136 

9 

3.15 

28 

9 

26 

21 

18,0 

12 

3.16 

3.48 

3.71 

1.5 

Banks  B 

26 

26/19 

277 

17 

2.34 

41 

28 

35 

25 

21.5 

12 

1.18 

1.48 

1.74 

4.3 

Containers  B 

60 

68/45 

102 

NM 

3.66 

DEF 

18 

83 

1 1 

154.1 

12 

0.55 

-6.71 

3.92 

36.2 

Automotive  B 

18 

26/15 

163 

5 

0.00 

0 

1 

18 

37 

505.6 

08 

-0.94 

3.38 

3.29 

6.5 

Electrical  D 

26 

28/22 

NEG 

11 

0.00 

0 

8 

55 

24 

25.4 

1 7 

-67.53 

2.42 

NA 

NM 

Health  care  D 

24 

24/16 

1093 

22 

0.00 

0 

22 

20 

27 

54.0 

12 

0.58 

1.07 

1.44 

2.5 

Telecomms>  A 

60 

69/57 

90 

9 

1.00 

9 

1 

44 

1 1 

25.0 

12 

4.28 

6.35d 

7.33 

2.0 

Electrical  C 

18 

20/16 

178 

13 

0.91 

12 

-4 

28 

36 

59.8 

01 

1.17 

1.30 

1.52 

5.8 

Retailing 

24 

24/13 

133 

18 

2.19 

40 

16 

40 

27 

52.1 

12 

1.22 

1.31 

1.63 

8.1 

Banks  C 

22 

30/19 

126 

17 

2.71 

45 

-15 

69 

29 

42.2 

05 

-0.55 

1.32d 

1.80 

11.0 

Electrical  C 

37 

37/28 

164 

10 

3.77 

39 

22 

42 

17 

22.2 

06 

3.25 

3.56 

3.71 

2.8 

Consumer  E 

31 

34/28 

141 

1 1 

6.63 

70 

5 

34 

20 

30.1 

12 

2.20 

2.90 

2.94 

7.4 

Utilities  A 

25 

29/25 

375 

16 

2.68 

42 

2 

31 

25 

12.9 

09 

1.74 

1.63 

1.75 

2.3 

Publishing/TV  B 

39 

39/20 

128 

10 

0.00 

0 

57 

48 

16 

167.7 

12 

1.44 

3.71 

3.51 

8.0 

Transportation  B 
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How  Fujitsu  helps 
a  legendary  railroad 
make  history. 


The  Union  Pacific  Railroad  is  not  just  a 
company,  it's  a  call  to  the  consciousness  of 
a  nation.  Created  by  Abrahann  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory,  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

Settled  the 
American  West 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands  of  pi- 
oneers into  the  world  of  wide  open  spaces. 
It  made  history  then,  and  it's  still  making 
history;  today  it  is  one  of  America's  most 
progressive  railroads,  with  23,000  miles  of 
track  in  20  states,  30,000  employees,  and  a 
reputation  for  far-sighted  thinking  in  every 
area  of  its  operations— including  its  remark- 
able communications  network. 

Nationwide 
network 

Union  Pacific  owns  a  private  voice  and 
data  communications  network,  one  of  the 
largest  in  the  world.  Covering  tens  of  thou- 
sands of  miles  nationwide  and  functioning 
as  the  railroad's  central  nervous  system,  it 
is  extremely  sophisticated  and  absolutely 
crucial  to  the  company's  success.  Which  is 


why  when  Union  Pacific  recently  decided 
to  upgrade  the  network,  it  turned  to  Fujitsu. 

Number  one 
computer  maker 

Fujitsu  is  Japan's  nunnber  one  com- 
puter maker,  and  one  of  the  world's  top 
telecommunications  makers,  with  100,000 
employees,  annual  sales  of  $16  billion,  and 
projects  completed  in  a  hundred  countries. 
A  high-tech  giant  that's  a  major  force  in  the 
global  information  revolution,  Fujitsu  gave 
Union  Pacific  a  multi-nodal  integrated  voice 
and  data  communications  system  that  is 
the  next  generation  of  business  telecom- 
munications. The  system  will  boost  prod- 
uctivity, upgrade  customer  service,  and 
help  the  railroad  keep  making  history— by 
helping  it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


■  ^ 

Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SchnmpI  of  Fujitsu  before  thie  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  the  most  advanced  in 
the  world,  to  function  as  node  points  in  its  nation- 
wide communications  network.  For  information  call 
Fujitsu  Business  Communication  Systems  at 
1-800-654-0715. 


FUJITSU 


The  global  computer  &  communications  company. 


691 
692 


BALL 
SHAKLEE 


626 


574 
NR 


1073 
627 


2 
10 


32.7 
27.2 


-46 
16 


3.0 
4.3 


5.7 
4.1 


NA 
10.1 


7.7 
10.7 


876 
418 


625 
624 


693 
694 


OUTBOARD  MARINE 
ACUSON 


683 
801 


1653 
169 


20 
60 


70.7 
27.5 


27 
64 


4.3 
16.3 


4.0 
15.9 


1 1.8 
NA 


12.2 
27.0 


1284 
134 


623 
622 


695  FUOUA  INDUSTRIES 


659 


934 


38 


76.7 


78 


8.2 


6.4 


NA 


18.5 


1 140 


69*1  BOSTON  EDISON 


621 
620 


671 


1203 


84.2 


7.0 


7.3 


8.2 


9.6 


2817 


697  BLOCKBUSTER  ENTERTAINMENT 
69^  AMERICAN  PRESIDENT 


NR 
641 


137 
2131 


217 
17 


15.5 
81.3 


279 
3 


1 1.3 
3.8 


9.5 

4.3 


16.8 


16.6 
13.9 


132 
171 1 
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620 
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McCORMICK 
INTEGRA  FINANCIAL 


746 
NR 


1 184 
657 


10 

9 


35.6 

66.4 


46 

5 


3.0 

10.1 


2.3 
10.5 


11.8 

25,1 


12.1 
25.9 


770 
6930 


614 


701  CITY  NATIONAL 

702  KING  WORLD  PRODUCTIONS 
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319 


20 
24 


49.3 
66.4 


21 
45 


13.3 
20.8 


13.2 
17.8 


NA 
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22.1 
606.1 
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70H  SERVICE  MERCHANDISE 
704  BANCORP  HAWAII 


NR 
814 


3093 
630 


14 
28 


76.5 
74.9 


207 
41 


2.5 
1 1.9 


0.9 
10.8 


13.4 
19.5 


25.4 
19.0 


171 1 
6635 


611 
609 


70o  GLENFED 


647 


2474y 


10 


154.9 


16 


6.3 


6.0 


5.7 


14.1 


25025 


7011  FOSTER  WHEELER 


609 
608 


798 


1054 


-14 
-1 


28.5  846 


2.7 


0-2 


6.5 


1 109 


QUESTAR 

CARTER-WALLACE 


661 
658 


486 
513 


24.6 
43.9 


5.1 
8.5 


5.0 
7.8 


6.1 
14.4 


5.4 
14.8 


1026 
444 


607 
604 


709 
710 


FEDERAL-MOGUL 
SOTHEBY'S  HOLDINGS 


778 
NR 


1 177 
349 


43.4 
62.7 


6 
60 


3.7 

17.9 


3.8 

14,0 


1 1.7 
49,5 


12.4 

46,7 


811 

351 


603 


25 


WELLMAN 
FIRSTAR 


601 


892 
800 


315 
850 


21 


38.0 
109.9 


71 
NM 


12.1 
12.9 


8.5 
NM 


22,6 
NA 


27.2 
20.6 


243 
7842 


ri: 


600 

599 


19 


713  BALLY  MFG. 

714  HARCOURT  BRACE  JOVANOVICH 


817 
767 


1941y 
1268 


12 


38.0 
-53.5 


NM 
NM 


2.0 
NM 


NM 

NM 


6.5 
NM 


5.1 
NM 


2806 
2140 


598 
598 


16 


715  TRINITY  INDUSTRIES 


753 


817 


40 


25.4  249 


3.1 


1.2 


8.5 


11.6 


669 


ri<   WASHINGTON  WATER  POWER 


597 
597 


718 


542 


36 


71.4 


13.2 


17,1 


12,1 


1378 


WPL  HOLDINGS 
HELMERICH  &  PAYNE 


686 
687 


601 
141 


61.7 
20.3 


5 
24 


10.3 
14.4 


10.7 
13.6 


10.3 
4.9 


13.9 
4.7 


1026 
576 


595 
594 


17 


719  SCRIPPS  HOWARD  BROADCASTING 

720  NATIONAL  EDUCATION 


596 
946 


275 
457 


16,5 
46.1 


29 
NM 


6.0 

10.1 


5.5 
NM 


7.1 
17.5 


11.3 
25.0 


609 
423 


592 


15 


721 
722 


SPIEGEL 
MEREDITH 


591 


803 
745 


1402y 
747 


32 


57.0 
31.8 


39 
-31 


4.1 
4.3 


3.9 
7.4 


8.0 


18.0 
8.5 


1207 
700 


591 
589 


19 


723  WENDY'S  INTERNATIONAL 

724  PAN  AM 


649 
900 


1063 
3569 


28.5 
-96.9 


721 
NM 


2.7 
NM 


0.3 
NM 


6.6 
NM 


6.8 
NM 


754 
2176 


588 
588 


17 


ROHR  INDUSTRIES 


872 


960 


24 


34.6 


40 


3.6 


3.2 


7.7 


1022 


726  AMSOUTH  BANCORPORATION 


585 
584 


706 


797 


22 


79.8 


31 


10.0 


9.3 


15.0 


8313 


CLARK  EQUIPMENT 
DIEBOLD 


822 
692 


1278 
451 


21 


44.1 

31.3 


NM 

-12 


3.5 
7.0 


NM 
8.1 


NA 
NA 


1  1.3 
8.7 


952 
455 


584 
582 


FISHER  SCIENTIFIC  GROUP 
FERRO 


637 
894 


958 
1009 


38.3 
46.6 


24 
47 


4.0 
4.6 


3.4 
3.6 


1 1.9 
15.6 


12.1 
15.8 


566 
588 


730 


582 


16 


731  FLOWERS  INDUSTRIES 

732  AMES  DEPARTMENT  STORES 


582 


648 
700 


753 
2159a 


-3 


41.0 
41.3 


25 
105 


5.4 
1.9 


4.2 
1.0 


14.9 

3.5 


20.0 
9.2 


438 
2659 


581 
581 


10 


733  WILMINGTON  TRUST 

734  UNITED  BRANDS 

735  INSPIRATION  RESOURCES 


579 
579 


673 
616 
864 


313 
3503 
1436y 


10 
7 


51.8 
60.4 
42.0 


20 
-2 
672 


16.6 
1.7 
2.9 


15.2 
1.9 
0.4 


30.0 
10.1 


22.7 
15.1 


2982 
1477 


10 


11.1 


10.3 


842 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 

VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

RATIO 

% 

PAYOUT 

% 

TOTAL 

pCTIipkl 

% 

TUTIONS 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 

$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

27 

36/26 

148 

19 

4.06 

77 

-17 

50 

24 

43.2 

12 

2.54 

1.40 

2.17 

14.5 

Containers  A 

48 

48/18 

247 

23 

1.68 

39 

89 

44 

13 

104.5 

12 

1.77 

2.05 

2.13 

8.3 

Consumer  D 

32 

36/27 

107 

9 

2.47 

21 

25 

81 

19 

79.0 

09 

2.56 

3.74 

4.16 

7.8 

Leisure  D 

28 

31/19 

61 1 

24 

0.00 

0 

47 

44 

23 

105.3 

12 

0.73 

1.17 

1.52 

3.2 

Health  care  D 

29 

34/25 

150 

9 

1.09 

9 

-1 

52 

21 

88.3 

12 

2.87b 

3.42 

2.41 

10.7 

Conglomerates 

16 

17/13 

85 

9 

11.11 

98 

4 

24 

38 

85.7 

12 

1.97 

1.86 

1.79 

17.5 

Utilities  A 

25 

27/7 

665 

43 

0.00 

0 

165 

10 

25 

312.3 

12 

0.28 

0.57 

1.15 

6.3 

Leisure  D 

37 

37/26 

120 

1 1 

1.37 

14 

24 

53 

17 

187.3 

12 

3.42 

3.46 

3.07 

18.9 

Transportation  D 

28 

29/20 

21 1 

18 

2.33 

42 

32 

57 

23 

90.5 

1 1 

1.30 

1.53 

2.03 

3.0 

Food  B 

25 

27/22 

240 

9 

4.73 

44 

9 

NA 

25 

7.2 

12 

2.52 

2.62 

2.87 

4.0 

Banks  A 

25 

27/19 

275 

12 

2.56 

32 

27 

21 

25 

28.2 

12 

1.68 

2.02 

2.33 

6.4 

Banks  0 

25 

27/16 

5603 

1 1 

0.00 

0 

13 

42 

25 

75.5 

08 

1.11 

2.28 

2.70 

2.5 

Leisure  B 

12 

14/4 

204 

8 

0.44 

4 

169 

35 

50 

308.4 

12 

0.50 

1.51 

1.91 

20.1 

Retailing 

42 

43/33 

155 

8 

3.22 

26 

29 

67 

14 

49.3 

12 

3.82 

5.25 

5.02 

3.9 

Banks  D 

21 

24/19 

55 

4 

5.78 

23 

-6 

33 

29 

41.7 

06 

5.48b 

5.26 

4.18 

7.3 

Nonbank  fin.  C 

17 

18/12 

139 

21 

2.55 

54 

16 

52 

35 

96.8 

12 

0.09 

0.81 

1.03 

14.9 

Services  A 

32 

35/30 

134 

25 

5.88 

147 

2 

67 

19 

22.3 

1  2 

1.33 

1.28 

2.69 

1 1.2 

Utilities  B 

40 

43/32 

205 

16 

1.70 

27 

7 

24 

15 

39.5 

03 

2.50 

2.90d 

3.35 

NM 

Health  care  B 

52 

56/37 

173 

15 

3.33 

50 

43 

52 

12 

89.1 

12 

3.24 

3.47 

4.15 

3.4 

Automotive  B 

24 

26/15 

449 

1 1 

1.04 

1 1 

NA 

5 

25 

NA 

12 

1.56 

2.23 

2.58 

1.9 

Services  E 

42 

44/26 

431 

16 

0.12 

2 

67 

82 

14 

148.8 

12 

1.73 

2.64 

3.28 

5.8 

Chemicals 

28 

28/22 

118 

6 

3.57 

21 

19 

32 

21 

1 1.9 

12 

-2.75 

4.87 

3.53 

2.8 

Banks  B 

22 

25/15 

102 

20 

1.07 

21 

41 

29 

27 

250.6 

12 

-0.60 

1.12 

1.76 

16.9 

Leisure  D 

10 

13/7 

NEG 

NM 

0.00 

0 

39 

34 

61 

86.1 

12 

-2.00 

-2.04 

0.23 

NM 

Publishing/TV  B 

33 

38/27 

274 

45 

1.51 

68 

26 

68 

18 

138.9 

03 

0.74 

1.78cl 

3.63 

14.0 

Manufacturing  A 

27 

28/24 

128 

1  1 

9.27 

98 

7 

17 

22 

44.3 

12 

2.31 

2.54 

2.71 

2.0 

Utilities  A 

22 

24/21 

143 

10 

7.51 

77 

2 

16 

27 

15.1 

12 

2.08 

2.18 

2.20 

3.7 

Utilities  A 

25 

26/19 

137 

30 

1.71 

51 

-3 

57 

24 

42.4 

09 

0.91 

0.83 

0.95 

12.4 

Fuel  C 

58 

85/58 

406 

36 

1.74 

63 

-16 

1 1 

10 

1.2 

12 

1.24 

1.60 

NA 

NM 

Publishing/TV  A 

20 

31/20 

320 

13 

0.00 

0 

6 

70 

29 

86.6 

12 

0.14 

1.57 

1.94 

2.1 

Services  E 

11 

12/8 

186 

10 

1.06 

10 

-9 

5 

52 

20.5 

12 

1.02 

1.18 

1.28 

2.8 

Retailing 

31 

35/26 

158 

16 

2.06 

34 

3 

56 

19 

52.4 

06 

1.77 

1.91 

2.06 

8.3 

Publishing/TV  B 

6 

8/6 

141 

20 

3.92 

80 

-8 

18 

96 

80.3 

12 

0.04 

0.30 

0.35 

14.8 

Leisure  A 

4 

5/2 

NEG 

NM 

0.00 

0 

30 

15 

143 

72.8 

12 

-1.91 

-0.68 

-0.30 

192.0 

Transportation  A 

33 

35/22 

149 

18 

0.00 

0 

36 

78 

18 

123.0 

07 

1.53 

1.85 

2.29 

5.6 

Aerospace 

24 

26/22 

110 

7 

5.47 

40 

-1 

29 

24 

12.9 

12 

2.63 

3.30 

3.56 

1.6 

Banks  C 

34 

36/25 

150 

13 

0.00 

0 

35 

50 

17 

85.5 

12 

-1.08 

2.59 

3.63 

10.3 

Manufacturing  B 

44 

48/34 

162 

19 

3.16 

59 

2 

60 

13 

88.5 

12 

2.72 

2.38 

2.76 

7.8 

Office  equipment  C 

16 

21/14 

183 

15 

0.00 

0 

-4 

86 

36 

22.5 

12 

0.85 

1.04 

1.38 

2.6 

Health  care  D 

42 

42/26 

197 

12 

1.99 

25 

31 

64 

14 

72.5 

12 

2.30 

3.40 

3.69 

4.6 

Chemicals 

17 

22/16 

284 

14 

3.08 

44 

-12 

29 

35 

40.8 

06 

0.79 

1.18 

1.12 

8.5 

Food  B 

16 

19/13 

130 

13 

0.65 

8 

6 

61 

38 

1 16.1 

01 

0.88 

1.22d 

1.36 

15.0 

Retailing 

33 

35/26 

255 

11 

3.01 

34 

18 

40 

17 

30.9 

12 

2.46 

2.98 

3.46 

3.9 

Banks  A 

15 

20/14 

145 

10 

1.34 

14 

-2 

87 

39 

10.0 

12 

1.33 

1.47 

NA 

NM 

Food  B 

9 

9/6 

142 

14 

0.00 

0 

48 

15 

66 

49.3 

12 

0.08 

0.63 

1.01 

24.9 

Metals  C 

S  10  TABLES  APPEAR  ON  PAGES  218-219 
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MARKET  VALUE 


YEAR 
AGO 
RANK 


SALES 


12 
MONTHS 
1988 
$MIL 


CHANGE 
FROM 
1987 


736 

PHH 

578 

742 

1792 

22 

21.4 

-51 

1.2 

3.0 

NA 

6.5 

4048 

6 

737 

GENCORP 

575 

653 

1891 

17 

55.0 

206 

2.9 

1.1 

15.4 

NM 

1230 

11 

738 

CALFEC 

574 

662 

2816y 

13 

134.8 

-19 

4.8 

6.7 

6.7 

9.7 

27479 

12 

739 

AMETEK 

572 

61 1 

521 

21 

35.1 

-4 

6.7 

8.5 

NA 

13.5 

526 

-3 

'I 

'7i\ 

740 

BROWK  GROUP 

571 

673 

1707 

2 

30.1 

-36 

1.8 

2.8 

8.0 

8.5 

776 

1 1 

;l 

3S/3 

741 

LANCE 

570 

684 

408 

7 

39.1 

3 

9.6 

10.0 

20.0 

20.0 

251 

3 

;!/i 

742 

WETTERAU 

567 

782 

4850 

23 

42.0 

12 

0.9 

0.9 

10.9 

18.0 

1010 

32 

M 

743 

PIC  'N'  SAVE 

567 

682 

402 

11 

46.9 

-1 

1 1.7 

13.1 

NA 

24.2 

226 

5 

19/1 

744 

SOUTHTRUST 

567 

757 

626 

21 

67.6 

12 

10.8 

1 1.7 

18.2 

15.2 

6645 

10 

23/1 

745 

NEIMAN-MARCUS  CROUP 

567 

761 

1331 

12 

13.0 

NM 

1.0 

NM 

3.7 

NM 

951 

23 

■J/1 

746 

STONE  &  WEBSTER 

566 

738 

324y 

2 

41.2 

-16 

12.7 

15.5 

10.9 

11.3 

560 

-1 

747 

BROOKLYN  UNION  GAS 

565 

743 

928 

2 

67.1 

13 

7.2 

6.5 

9.7 

13.3 

1348 

10 

ii  m 

748 

HANOVER  INSURANCE 

565 

774 

1580 

9 

1 19.9 

27 

7.6 

6.5 

19.5 

19.6 

NA 

NA 

3)/! 

749 

EASTERN  GAS  &  FUEL  ASSOCIATES 

565 

715 

672  -1 

50.7 

7 

7.5 

7.0 

9.5 

10.9 

1041 

6 

750 

REXENE 

564 

NR 

719 

39 

129.5 

66 

18.0 

15.1 

37.2 

55.0 

51 1 

NA 

"m 

751 

AMERICAN  WATER  WORKS 

564 

775 

512 

6 

56.9 

2 

11.1 

1 1.6 

8.7 

12.1 

1737 

8 

'1 

:i/i 

752 

OLD  KENT  FINANCIAL 

563 

788 

726 

22 

77.1 

9 

10.6 

12.0 

19.7 

16.3 

7854 

11 

m 

753 

A.  T.  CROSS 

563 

776 

228 

22 

35.4 

23 

15.6 

15.4 

NA 

27.2 

176 

13 

wt 

754 

NEUTROGENA 

560 

623 

184 

23 

24.1 

34 

13.1 

12.0 

40.8 

40.8 

93 

31 

ii/2 

755  ST.  JUDE  MEDICAL 

558 

NR 

114 

59 

33.5 

93 

29.3 

24.1 

27.9 

27.9 

143 

41 

;</! 

756 

CINCINNATI  MILACRON 

557 

688 

858 

4 

25.0 

NM 

2.9 

NM 

NM 

NA 

721 

-5 

;i 

Vli 

757 

FIRST  VIRGINIA  BANKS 

557 

750 

482  8 

60.9 

8 

12.6 

12.6 

NA 

152 

4796  8 

!/ 

758 

UNITED  INVESTORS  MANAGEMENT 

557 

NR 

282y 

24 

41.9 

21 

14.9 

15.2 

13.2 

14.5 

639 

29 

Ij 

ly 

759 

VONS 

557 

NR 

3917 

NA 

-23.9 

NA 

NM 

NA 

NM 

-12.3 

1628 

56 

1) 

14/ 

760 

MENTOR  GRAPHICS 

556 

862 

301 

36 

33.5 

65 

11.2 

9.2 

NA 

16.0 

288 

26 

Vlt 

761 

VANGUARD  CELLULAR  SYSTEMS 

556 

NR 

23 

110 

-26.6 

NM 

NM 

NM 

NA 

-52.7 

142 

154 

;i 

!5/l 

762 

FIRST  NATIONAL  CINCINHATI 

553 

703 

531 

15 

55.4 

22 

10.4 

9.8 

16.2 

12.9 

5657 

1 1 

K 

763  NERCO 

551 

771 

662 

5 

75.6 

26 

1  1.4 

9.5 

17.2 

19.2 

1206 

23 

19/1 

764 

PHILIPS  INDUSTRIES 

551 

699 

869 

29 

45.7 

7 

5.3 

6.4 

15.4 

18.7 

472 

38 

T. 

:3/i 

765 

CRANE 

550 

622 

1313 

19 

49.2 

50 

3.7 

3.0 

NA 

17.7 

746 

9 

766 

MATTEL 

550 

993 

990 

-3 

35.9 

NM 

3.6 

NM 

17.1 

27.5 

693 

-10 

1! 

i!/ 

767 

UNIVERSAL  FOODS 

549 

961 

722  1 

29.9 

14 

4.1 

3.7 

12.2 

16.2 

447 

11 

31/1 

768 

FREEPORT-McMORAH  GOLD 

548 

768 

106 

5 

28.5 

-17 

26.9 

34.0 

20.6 

19.0 

169 

20 

li/l 

769 

FLORIDA  EAST  COAST  INDUSTRIES 

548 

770 

181y 

13 

35.6 

36 

19.7 

16.5 

9.1 

9.1 

561  8 

it 

i4/< 

770 

MEDCO  CONTAINMENT  SERVICES 

548 

672 

606 

45 

24.6 

54 

4.1 

3.8 

7.5 

9.2 

477 

41 

■!/l 

771 

BLOCK  DRUG 

546 

816 

395 

16 

42.4 

16 

10.7 

10.7 

NA 

14.2 

396 

15 

Yi  ii/j 

772 

VARIAN  ASSOCIATES 

545 

679 

1 193 

16 

54.7 

NM 

4.6 

NM 

12.5 

12.6 

882 

9 

- 

773 

CORROON  &  BLACK 

545 

719 

425y  8 

1 15.9 

160 

27.3 

1 1.4 

NA 

55.1 

953 

17 

!! 

774 

ROCHESTER  GAS  &  ELECTRIC 

543 

773 

774 

6 

76.1 

213 

9.8 

3.3 

8.8 

12.6 

1823 

2 

If 

iS/T 

775 

NEVADA  POWER 

540 

741 

409 

9 

50.2 

-10 

12.3 

15.0 

8.8 

12.5 

1014  8 

!i 

776 

STRATUS  COMPUTER 

538 

756 

265 

44 

29.3 

51 

11.1 

10.5 

NA 

22.9 

184 

35 

!; 

m 

777 

STANDARD  REGISTER 

536 

626 

675  1 

38.1 

-6 

5.6 

6.1 

1 1.9 

13.2 

444 

4 

li' 

778 

COMMODORE  IHTERNATIONAL 

535 

NR 

965  18 

69.0 

131 

7.2 

3.7 

22.2 

33.1 

681 

17 

779 

ALLEGHANY 

533 

810 

1006 

-7 

46.0 

-30 

4.6 

6.1 

8.9 

8.6 

1630 

5 

!i" 

780 

KEYSTONE  INTERNATIONAL                  j  533 

808 

346  18 

31.9 

43 

9.2 

7.6 

14.5 

18.5 

340 

3 

!: 

PROFITS 


RETURN 


12 

MONTHS 
1988 
$  MIL. 


CHANGE 
FROM 
1987 


12 

MONTHS 


12 
MONTHS 
1987 

% 


ON  ON 

INVESTED  COMMON 

CAPITAL  EQUITY 

%  % 


ASSETS 


12 

MONTHS 
1988 
%  MIL, 


ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAi 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

RATIO 

% 

PAYOUT 

% 

TOTAL 

Dm  IDKI 
KC  1  UnPi 

% 

TUTIONS 

nULUINU 

% 

SHRS 
OUT 
MIL. 

TURN- 
OVER 

% 

FY 

1987 
$ 

1988 
ACTUAL 

$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

34 

36/29 

175 

31 

3.26 

100 

8 

75 

17 

42.3 

04 

1.12 

2.87d 

3.21 

2.0 

Tronsportation  C 

18 

23/16 

NEG 

1 1 

3.31 

35 

-24 

63 

32 

120.2 

1  1 

0.37 

1.72 

1.92 

15.2 

Aerospace 

23 

27/21 

42 

4 

6.09 

26 

-8 

75 

25 

90.3 

12 

6.67 

5.39 

4.07 

25.7 

Nonbank  fin.  C 

13 

17/12 

220 

16 

4.62 

75 

-18 

45 

44 

30.9 

12 

0.94 

0.80 

1.11 

4.1 

Electrical  A 

33 

38/31 

161 

19 

4.76 

90 

-6 

57 

17 

45.7 

01 

2.63 

1.74 

2.86 

3.7 

Consumer  A 

18 

22/17 

291 

15 

3.78 

55 

2 

34 

32 

17.0 

12 

1.17 

1.23 

1.41 

1.9 

Food  B 

24 

27/20 

255 

15 

2.33 

35 

21 

32 

24 

36.1 

03 

1.58 

1.84d 

2.1 1 

3.2 

Food  A 

15 

19/12 

292 

12 

0.00 

0 

-21 

66 

38 

173.5 

12 

1.20 

1.24 

1.38 

7.8 

Retailing 

21 

23/19 

127 

8 

3.98 

33 

6 

26 

27 

21.6 

12 

2.35 

2.57 

2.82 

2.1 

Banks  C 

17 

19/13 

NEG 

NM 

1.15 

DEF 

28 

24 

33 

30.5 

07 

NA 

-0.22 

0.33 

59.8 

Retailing 

75 

75/60 

155 

14 

3.22 

44 

1 

20 

8 

19.4 

12 

6.56 

5.41 

5.75 

11.5 

Services  A 

24 

25/22 

119 

10 

7.46 

71 

7 

23 

24 

21.7 

09 

2.43 

2.49 

2.61 

5.6 

Utilities  B 

27 

30/21 

92 

5 

1.32 

6 

12 

81 

21 

27.5 

12 

4.57 

5.82 

4.53 

14.0 

Nonbank  fin.  B 

24 

27/22 

122 

11 

5.74 

64 

4 

70 

23 

50.5 

12 

2.05 

2.18 

2.44 

3.8 

Utilities  B 

18 

25/15 

287 

4 

0.82 

15 

NA 

12 

31 

NA 

03 

0.98 

4.32c 

5.75 

NM 

Chemicals 

19 

21/15 

122 

10 

4.00 

40 

39 

37 

30 

17.7 

12 

1.82 

1.84 

1.97 

3.9 

Utilities  A 

23 

25/22 

126 

8 

4.04 

31 

3 

37 

25 

39.1 

12 

2.81 

2.95 

3.03 

2.0 

Banks  B 

34 

38/28 

434 

16 

3.32 

53 

23 

55 

17 

28.1 

12 

1.74 

2.13 

2.38 

3.3 

Manufacturing  A 

27 

45/25 

949 

25 

0.75 

19 

-10 

18 

21 

56.5 

10 

0.69 

1.07 

1.35 

5.3 

Consumer  D 

24 

24/14 

465 

17 

0.00 

0 

63 

30 

23 

194.2 

12 

0.81 

1.43 

3.40 

1.8 

Health  care  D 

23 

27/20 

267 

22 

3.15 

71 

-5 

63 

24 

53.1 

12 

-3.35 

1.02 

1.59 

22.5 

Manufacturing  B 

27 

28/23 

139 

9 

4.38 

40 

0 

21 

21 

20.8 

12 

2.75 

2.90 

3.16 

1.3 

Banks  C 

15 

15/7 

193 

13 

2.03 

27 

62 

7 

38 

NA 

12 

0.91 

1.11 

1.33 

8.7 

Nonbank  fin.  A 

14 

14/7 

286 

NM 

0.00 

0 

81 

18 

39 

25.4 

12 

NA 

-0.77 

0.46 

11.5 

Food  C 

32 

37/23 

266 

16 

0.63 

10 

22 

73 

18 

309.7 

12 

1.20 

1.92 

2.44 

3.8 

Office  equipment  C 

27 

28/12 

733 

NM 

0.00 

0 

NA 

28 

14 

221.5 

12 

-1.54 

-2.06 

-1.38 

NM 

Telecomms.  A 

20 

22/18 

129 

10 

4.26 

43 

6 

23 

28 

20.4 

12 

1.69 

1.92 

2.19 

2.2 

Banks  B 

17 

19/14 

140 

7 

3.88 

28 

13 

7 

33 

5.5 

12 

1.80 

2.26 

1.76 

16.5 

Fuel  A 

20 

23/16 

226 

13 

2.63 

34 

6 

63 

28 

46.8 

03 

1.52b 

1.75d 

1.91 

2.3 

Manufocturing  A 

25 

34/22 

198 

1 1 

4.04 

46 

-1 1 

47 

22 

56.0 

12 

2.23 

2.17 

2.60 

6.0 

Manufacturing  A 

12 

12/6 

420 

15 

0.00 

0 

49 

28 

48 

69.5 

12 

-2.26 

0.75 

1.04 

14.9 

Leisure  D 

33 

37/19 

299 

20 

2.17 

43 

77 

43 

17 

101.2 

09 

1.40 

1.67 

2.26 

5.9 

Food  B 

13 

15/12 

365 

19 

0.38 

7 

16 

18 

41 

23.9 

12 

0.84 

0.69 

0.69 

18.9 

Metals  C 

59 

64/49 

140 

15 

0.47 

7 

19 

19 

9 

7.8 

12 

2.84 

3.85 

NA 

NM 

Transportation  B 

12 

18/12 

205 

24 

0.34 

8 

-10 

57 

46 

127.7 

06 

0.27 

0.49 

0.64 

4.5 

Health  care  A 

32 

35/25 

183 

14 

2.00 

29 

24 

21 

17 

10.1 

03 

2.22 

NA 

NA 

NM 

Consumer  D 

26 

31/25 

126 

21 

0.99 

20 

1 

75 

21 

99.1 

09 

0.98 

1.27 

2.71 

7.6 

Electrical  B 

32 

35/28 

259 

5 

3.36 

16 

6 

52 

17 

55.5 

12 

2.35 

6.77 

2.49 

7.9 

Nonbank  fin.  A 

18 

18/16 

100 

8 

8.51 

67 

1 1 

26 

31 

46.2 

12 

0.54 

2.25 

2.25 

4.9 

Utilities  A 

20 

22/19 

142 

1 1 

7.51 

85 

6 

10 

27 

50.1 

12 

2.01 

1.78 

2.04 

2.6 

Utilities  A 

28 

32/21 

420 

19 

0.00 

0 

8 

69 

20 

290.3 

12 

0.97 

1.45 

1.90 

3.0 

Office  equipment  B 

18 

24/15 

186 

14 

2.89 

41 

-19 

25 

30 

35.5 

12 

1.36 

1.28 

1.46 

3.4 

Office  equipment  A 

17 

18/8 

213 

11 

0.00 

0 

87 

28 

32 

107.5 

06 

0.71b 

1.51 

2.35 

3.6 

Office  equipment  B 

85 

86/69 

99 

12 

0.00 

0 

17 

55 

6 

12.2 

12 

10.14 

7.27 

8.00 

17.7 

Nonbank  fin.  A 

20 

24/17 

309 

17 

2.80 

47 

14 

53 

27 

44.3 

12 

0.85 

1.20 

1.44 

2.6 

Manufacturing  A 

S  10  TABLES  APPEAR  ON  PAGES  218-219 
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MARKET  VALUE 


SALES 


PROFITS 


ASSETS 


RfTURN 


12  CHANGE 
3NTHS  FROM 
'5Sa  1987 


12 
.'CST--S 

i9sa 
% 


12  ON 

.'OSTHS  INVESTH) 

1987  CAPTTAl 
%  % 


ON  12 
COMMON    I  MONTHS 

Eourry  i988 
s  •■• . 


CHANGE 
FKOM 
1987 
% 


HERMAN  MILLER 

531 

674 

765 

13 

44.2 

16 

5.8 

5.9 

15.1 

17.1 

487 

18 

-  7"! 

SEAGATE  TECHNOLOGY 

531 

474 

1351 

26 

-5.5 

NM 

NM 

10.7 

NM 

-1.4 

971 

-2 

;^ 

CBI  INDUSTRIES 

530 

698 

1376y 

19 

27.5 

50 

2.0 

1.6 

4.4 

4.5 

1343 

6 

TEJON  RANCH  ^ 

529 

998 

I4y 

5 

1.4 

35 

9.9 

7.6 

NA 

4.8 

42 

31 

;  l_ 

CHAMBERS  DEVELOPMENT 

529 

916 

137 

133 

19.5 

100 

14.2 

^6.5 

10.1 

20.5 

301 

31 

HOME  SHOPPING  NETWORK 

526  7iS 

—9 

2.3 

8.9 

13.0 

561 

3 

i 

VALLEY  NATIONAL 

526 

708 

■  147 

7 

62.3 

NM 

5.4 

NM 

10.6 

10.1 

11766 

4 

\  Zl 

MANOR  CARE 

524 

789 

565 

10 

-7.9 

NM 

NM 

8.0 

NM 

-4.1 

810 

9 

1  1- 

MERCANTILE  BANKSHARES 

523 

831 

362 

15 

53.4 

16 

14.8 

14.7 

NA 

15.5 

3530 

12 

 ' 

790 

GREIF  BROS. 

520  5" 

-  ■  2a 

16 

30.3 

5  a 

"  3  " 

■  3  ■ 

267 

-  -' 

'1  FIRST  ALABAMA  BANC5HARES 

520 

797 

474 

14 

58.2 

■2.3 

13.6 

NA 

12.8 

5174  18 

I  

7 

SIERRA  PACIFIC  RESOURCES 

520 

804 

408 

13 

45.3 

6 

11.1 

11.8 

8.3 

11.3 

1244 

9 

"  •    NOBLE  AFFILIATES 

519 

696 

192y  1 

11.8 

-28 

6.2 

8.7 

6.0 

6.0 

519 

-12 

ATLANTA  GAS  LIGHT 

518 

828 

973 

-6 

43.7 

-15 

4.5 

4.9 

8.7 

1 1.1 

1322 

26 

~      FOREST  LABORATORIES 

518 

986 

r  92 

20 

20.4 

31 

22.1 

20.2 

1 1.5 

11.5 

189 

12 

~      PRECISION  CASTPARTS 

515 

ii: 

STANHOME 

514 

982 

480        : 1 

40.6 

24 

8.5 

7.6 

30.9 

25.3 

276 

1 3 

~  -  PAINEWEBBER  GROUP 

514 

747 

'  2512 

3 

42.4 

-43 

1.7 

3.1 

38.2 

2.4 

17222 

-3 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

512 

735 

496 

4 

58.4 

5 

11.8 

11.6 

8.6 

13.4 

1242 

5 

- 

800 

MEASUREX 

510 

7  ' 

265  17 

37.1 

38 

14.0 

1 1.8 

18.0 

18.1 

303 

17 

CALGON  CARBON 

510 

So" 

226 

32 

29.5 

67 

13.0 

10.3 

28.0 

27.8 

178 

30 

HARNISCHFEGER  INDUSTRIES 

509 

721 

1248y 

22 

38.5 

190 

3.1 

1.3 

11.1 

83 

1195 

12 

COOPER  TIRE  &  RUBBER 

509 

934 

748 

12 

41.1 

34 

5.5 

4.6 

13.5 

16.8 

443 

7 

TCBY  ENTERPRISES 

509 

NR 

42 

19.8 

52 

20.2 

18.8 

26.5 

30.6 

93 

45 

NORTHEAST  BANCORP 

506 



NR 

323 

15 

34.6 

15 

10.7 

10.7 

18.2 

13.7 

TEXAS  AIR 

506 

726 

8573 

-1 

— 

-718.6 

NM 

NM 

NM 

NM 

NM 

8147 

-6 

• 

Ml' 

INDIANA  NATIONAL 

505 

809 

545 

15 



55.8 

106 

10.2 

5.7 

23.2 

14.2 

5927 

9 

WAUACE  COMPUTER  SERVICES 

505 

848 

408 

12 

33.9 

20 

8.3 

7.8 

NA 

15.5 

307 

13 

BIOMH 

501 

NR 

124 

84 

17.0 

66 

13.7 

15.2 

NA 

19.9 

107 

13 

~  -'.I- 

810 

BRUSH  WELLMAN 

501 

733 

346 

32.5 

24 

9.4 

8.5 

12.7 

■3-0 

358 

-3 

COMMUNICATIONS  SATELLITE 

500 

805 

359  8 

62.0 

248 

17.3 

5.3 

7.5 

11.4 

1  163 

5 

'  :  5 

812 

A.H.  BELO 

498 

792 

385  1 

10.1 

-61 

2.6 

6.8 

NA 

4.3 

726 

-1 

1 

LONE  STAR  INDUSTRIES 

497 

760 

371 

-51 

38.2 

-5 

10.3 

5.3 

NA 

5.4 

1424 

-5 

■■  71 

FIRST  AMERICAN 

495 

766 

1  699 

13 

30.4 

-41 

4.4 

8.3 

17.0 

6.5 

7204 

3 

-  '2 

ANALOG  DEVICES 

494 

652 

452 

16 

41.1 

85 

9.1 

5.7 

11.5 

12.1 

448 

12 

-      BOLAR  PHARMACEUTICAL 

494 

830 

128 

34 

-J 

30.7 

73 

24.0 

18.5 

25.6 

25.6 


138 

86 

LUBrS  CAFETERIAS 

492 

854 

261 

10 

27.8 

12 

10.6 

10.5 

NA 

18.8 

186 

13 

".  y 

81- 

STRIDE  RITE 

492 

NR 

379 

14 

34.7 

44 

9.2 

7.2 

25.4 

25.9 

243 

28 

'  '  'f 

ZENITH  ELEaRONICS 

491 

837 

2686 

14 

5.3 

NM 

0.2 

NM 

2.8 

1.1 

1428 

4 

820 

HANNAFORD  BROTHERS 

491 

937 

1262/ 

22 

28.9 

20 

2.3 

2.3 

13.3 

18.0 

387 

27 

M.  A.  HAHNA 

490 

924 

1019 

122 

83.2 

129 

8.2 

7.9 

17.3 

20.8 

964 

-4 

>-2'2 

HARTMARX 

490 

806 

1 174 

9 

38.0 

-8 

3.2 

3.8 

9.6 

10.6 

734 

11 

c  • 

52:3 

J.  B.  HUNT  TRANSPORT  SERVICES 

489 

882 

393 

37 

33.0 

47 

8.4 

7.8 

17.9 

23.2 

300 

20 

■    -  ."i. 

824 

OMNICOM  GROUP 

488 

779 

881 

9 

39.2 

13 

4.4 

4.3 

16.7 

19.5 

1135 

9 

82-^ 

SPX 

487 

833 

878 

13 

44.9 

72 

5.1 

3.4 

9.8 

14.4 

696 

24 

•  -is 

AU>KA8mcu  M»  OF  COMPUSS  SEMS  ON  I 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

lECENT 
SHAPE 
PRIC^ 

$ 

1  /*/ViUN  1  n 

HIGH/ 
LOW 

$ 

AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS. 
OUT. 
MIL. 

TURN- 
OVER 

% 

FY 

1987 
ACTUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 

$ 

VARI- 
ATION 

22 

27/19 

206 

11 

2.36 

26 

-7 

56 

24 

85.9 

05 

1.82 

1.99d 

2.26 

4.5 

Office  equipment  A 

11 

23/7 

135 

7 

0.00 

0 

-42 

37 

49 

463.8 

06 

2.81 

1.54 

-0.41 

96.4 

Office  equipment  C 

27 

32/24 

127 

31 

2.19 

69 

17 

65 

19 

70.5 

12 

0.38 

0.87 

1.46 

11.1 

Fuel  C 

42 

42/22 

1834 

NM 

0.12 

45 

77 

20 

13 

20.7 

12 

0.14 

0.11 

NA 

NM 

Food  B 

23 

25/15 

558 

27 

O.OC 

0 

60 

30 

23 

17.9 

12 

0.45 

0.84 

1.07 

3.7 

Services  C 

6 

8/3 

323 

28 

0.00 

0 

-13 

5 

89 

30.6 

08 

0.33 

0.21 

0.26 

30.0 

Retailing 

27 

33/22 

85 

8 

5.41 

46 

-5 

57 

20 

205.0 

12 

-2.25 

3.16 

3.84 

10.1 

Banl<s  D 

14 

16/10 

272 

18 

0.97 

18 

26 

40 

38 

41.6 

05 

0.00 

0.75d 

1.10 

19.2 

Health  care  C 

41 

41/34 

152 

10 

3.44 

34 

10 

34 

13 

30.2 

12 

3.60 

4.16 

4.60 

0.9 

Banks  A 

42 

44/33 

225 

17 

1.33 

23 

33 

21 

12 

NA 

10 

1.66 

2.46 

NA 

NM 

Containers  B 

16 

17/14 

114 

9 

5.08 

45 

5 

25 

33 

34.3 

12 

1.71 

1.77 

1.92 

3.6 

Banks  C 

24 

26/21 

140 

12 

7.42 

91 

18 

10 

21 

29.7 

12 

1.92 

1.98 

2.17 

3.9 

Utilities  A 

12 

14/11 

261 

44 

1.01 

44 

-15 

45 

44 

39.7 

12 

0.38 

0.27 

0.34 

54.0 

Fuel  C 

24 

28/24 

136 

1 1 

7.75 

84 

5 

27 

21 

32.0 

09 

2.04 

2.25 

2.29 

11.0 

Utilities  B 

30 

30/16 

291 

31 

0.00 

0 

43 

48 

17 

87.9 

03 

0.96 

1.20d 

1.51 

2.4 

Healtti  care  B 

31 

41/24 

279 

13 

0.26 

4 

-3 

48 

17 

183.1 

03 

2.27 

1.90d 

2.56 

9.9 

Metals  C 

26 

26/15 

358 

13 

2.64 

35 

56 

57 

20 

50.5 

12 

1.59 

1.96 

2.20 

2.1 

Consumer  D 

18 

20/15 

73 

31 

2.89 

90 

7 

51 

29 

94.3 

12 

2.25 

0.58 

0.99 

30.3 

Nonbank  fin.  A 

38 

42/34 

122 

9 

8.55 

78 

3 

22 

13 

21.5 

12 

3.99 

4.20 

4.21 

1.4 

Utilities  A 

28 

36/24 

250 

14 

1.02 

14 

5 

73 

19 

109.6 

1  1 

1.39 

1.95 

2.24 

6.2 

Electrical  C 

26 

31/19 

482 

18 

0.47 

8 

32 

47 

20 

1 19.3 

12 

0.89 

1.47 

1.72 

3.5 

Services  C 

16 

24/14 

110 

14 

1.28 

17 

-18 

74 

33 

140.3 

10 

0.51 

1.15 

1.56 

10.4 

Manufacturing  C 

25 

28/17 

208 

12 

1.21 

15 

53 

45 

20 

112.0 

12 

1.51 

2.01 

2.22 

7.4 

Automotive  C 

19 

19/9 

786 

26 

2.08 

53 

70 

25 

26 

87.6 

1 1 

0.49 

0.75 

0.99 

3.6 

Leisure  A 

70 

79/43 

200 

16 

2.00 

32 

69 

20 

7 

33.2 

12 

4.01 

4.39 

4.48 

3.2 

Bonks  A 

13 

17/9 

NM 

NM 

0.00 

0 

18 

52 

40 

249.4 

12 

-12.58 

-18.88 

-4.83 

82.4 

Transportation  A 

29 

30/25 

128 

9 

3.72 

34 

2 

51 

17 

37.5 

12 

1.58 

3.21 

3.48 

1.7 

Bonks  B 

48 

48/38 

231 

16 

1.67 

26 

19 

68 

11 

25.3 

07 

2.54 

3.05 

3.46 

1.1 

Office  equipment  A 

27 

29/16 

585 

26 

0.00 

0 

76 

52 

18 

121.1 

05 

0.72 

1.04 

1.37 

3.2 

Health  core  D 

29 

31/24 

201 

16 

2.21 

36 

5 

63 

17 

46.4 

12 

1.38 

1.79 

2.1 1 

5.8 

Metals  C 

27 

31/25 

92 

8 

4.89 

39 

-5 

69 

19 

54.8 

12 

0.97 

3.35 

3.19 

6.7 

Telecomms.  A 

25 

32/22 

211 

49 

1.75 

86 

9 

32 

20 

34.6 

12 

1.22 

0.51 

0.83 

16.0 

Publishing/TV  B 

30 

37/27 

81 

15  ' 

6.31 

95 

9 

63 

17 

77.9 

12 

1.99 

2.00 

-0.24 

255.9 

Housing  A 

22 

29/20 

106 

16 

5.81 

95 

-8 

33 

23 

43.2 

12 

2.39 

1.32 

2.81 

3.6 

Bonks  C 

10 

16/10 

145 

13 

0.00 

0 

-8 

54 

48 

54.1 

10 

0.40 

0.80 

0.94 

10.2 

Electrical  D 

24 

30/16 

413 

16 

0.17 

3 

-4 

33 

21 

107.2 

12 

0.91 

1.51 

1.73 

4.3 

Health  core  B 

27 

28/20 

333 

18 

2.07 

37 

20 

32 

18 

24.2 

08 

1.30 

1.51 

1.65 

1.8 

Leisure  A 

37 

37/20 

367 

14 

1.64 

24 

72 

67 

13 

90.3 

11 

1.60 

2.53 

3.18 

4.1 

Consumer  A 

18 

30/17 

104 

92 

0.00 

0 

19 

45 

27 

217.4 

12 

-0.78 

0.20 

1.10 

49.6 

Office  equipment  B 

26 

26/18 

305 

17 

1.23 

21 

34 

30 

19 

18.5 

12 

1.30 

1.54 

1.76 

5.1 

Food  C 

23 

24/16 

137 

7 

1.76 

12 

44 

57 

22 

61.2 

12 

1.65 

3.48 

2.47 

30.8 

Chemicals 

26 

30/24 

137 

13 

4.19 

54 

2 

70 

19 

53.8 

11 

2.01 

2.03 

2.31 

8.3 

Consumer  A 

21 

27/15 

343 

15 

1.16 

17 

26 

23 

24 

55.3 

12 

0.95 

1.40 

1.64 

4.3 

Transportation  D 

20 

22/18 

242 

13 

4.96 

62 

1  I 

69 

25 

86.2 

12 

1.41 

1.58 

1.83 

3.7 

Services  D 

40 

45/30 

156 

11 

3.04 

33 

15 

55 

12 

110.9 

12 

2.12 

3.64 

3.56 

15.4 

Automotive  B 
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MARKET  VALUE 


YEAR 
AGO 
RANK 


SALES 


\7 
MONTHS 


CHANGE 
FROM 
1987 


PROFITS 


\7 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 


12 
MONTHS 


12 
MONTHS 
1987 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ASSETS 


12 

MONTHS 
1988 
$MIL 


82H  WISCONSIN  PUBLIC  SERVJCE 
827  HIBERNIA 


487 


759 
858 


604 
546 


56.4 
53.0 


7 
14 


9.3 
9.7 


9.1 
10.0 


10.6 
22.3 


14.2 
15.9 


993 


487 
485 


5834 


828  STORAGE  TECHNOLOGY 

829  BERGEN  BRUNSWIG 


834 
NR 


874 
3627y 


17 
14 


44.2 
37.6 


133 
103 


5.1 
1.0 


2.5 
0.6 


NM 

1 1.7 


17.6 
16.4 


800 


485 
485 


1033 


830  ASHTON-TATE 


620 


307 


15 


47.8 


15.5 


16.1 


22.0 


22.2 


293 


881  McCLATCHY  NEWSPAPERS 


484 
483 


NR 


356 


28.8 


21 


7.2 


1 1.3 


11.5 


344 


832 
833 


COLEMAN 
DATA  GENERAL 


NR 
646 


658 
1330 


10 
2 


24.5 
-48,9 


28 
NM 


3.7 
NM 


3.2 
NM 


10.8 
NM 


12.0 
-8.1 


435 


483 
481 


1049 


834 
835 


FIRST  PENNSYLVANIA 
GATX 


921 
899 


623 

587y 


16 

7 


58.2 
47.0 


NM 

35 


9.3 

8.0 


NM 

6.3 


NA 

8.6 


20.7 
NA 


6407 


479 


2605 


837  FIRST  OF  AMERICA  BANK 


479 


878 
764 


838 
885 


13 
15 


33.0 
88.8 


1 1 
14 


3.9 
10.0 


4.0 
10.2 


19.8 
NA 


18.0 
14.7 


854 


478 
478 


9769 


838 
839 


NATIONAL  FUEL  GAS 
FRUIT  OF  THE  LOOM 


787 
908 


798 
1005 


9 
15 


47.0 
73.0 


27 
93 


5.9 
7.3 


5.0 
4.3 


10.8 
12.7 


11.2 
32.6 


1291 


477 
474 


1810 


840  PITTWAY 


886 


771 


19 


37.3 


15 


4.8 


5.0 


1 1.4 


1 1.4 


595 


841  DIAMOND  SHAMROCK  R&M 


473 
473 


NR 


1804 


54.3  472 


3.0 


0.5 


13.1 


15.3 


843 


842  WASHINGTON  GAS  LIGHT 

843  CINTAS 


925 
867 


698 
225 


2 
23 


45.1 
19.3 


14 

26 


6.5 
8.5 


5.8 
8.4 


9.0 
13.5 


1 1.4 
15.5 


923 


467 
466 


200 


844  BEVERLY  ENTERPRISES 

845  PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 


891 
606 


2025 
792o 


-3 
1 


-23.9 
85.0 


NM 

-39 


NM 
10.7 


NM 

17.9 


NM 

7.7 


-5.2 
7.7 


1844 


465 


2567 


84B  SOUTH  CAROLINA  NATIONAL 
847  FIRST  HAWAIIAN 


464 


839 
NR 


552 
385 


13 
15 


54.5 
43.3 


3 
22 


9.9 
11.3 


10.8 
10.6 


24.6 
16.3 


14.2 
17.9 


5323 


464 
462 


4239 


848 
849 


HOME  GROUP 
LVPHOMED 


847 
NR 


2978y 
128 


19 
-26 


81.4 
-21.1 


-32 
NM 


2.7 
NM 


4.8 
12.2 


NM 
NA 


8.3 

-16.0 


13302 


460 
459 


263 


850  COSTCO  WHOLESALE 


957 


2149 


39 


14.5  221 


0.7 


0.3 


9.1 


13.2 


552 


851  NORDSON 


458 
458 


928 


256 


20 


33.1 


26 


12.9 


12.3 


33.8 


37.2 


173 


852 
853 


OUAKER  STATE 
MORRISON  KNUDSEN 


707 
865 


869 
1909 


-4 
10 


14.9 
-37.0 


NM 
NM 


1.7 
NM 


NM 
NM 


5.4 
NA 


4.7 
-14.5 


740 


458 
456 


1746 


854  BOB  EVANS  FARMS 

855  FIRST  FLORIDA  BANKS 


807 
845 


412 
479 


6 
10 


31.3 
48.9 


14 
1 


7.6 

10.2 


7.0 
11.1 


NA 
18.4 


15.6 
13.0 


237 


456 


5132 


856 
857 


CHESAPEAKE 
AAR 


452 


884 
906 


711 
384 


5 
23 


51.5 
23.1 


71 
29 


7.2 
6.0 


4.5 
5.7 


12.7 
13.7 


19.3 
14.5 


662 


451 
449 


329 


858 
859 


MORRISON 
ROWAN 


952 
733 


744y 
217 


19 
51 


28.9 
-31.6 


24 
NM 


3.9 
NM 


3.7 
NM 


15.3 
NA 


16.5 
-6.3 


291 


449 
449 


801 


860  CARPENTER  TECHNOLOGY 


879 


608 


23 


33.0  342 


5.4 


1.5 


9.7 


10.5 


646 


861  ALBERTO-CULVER 


445 
443 


844 


634 


18 
14 


25.6 


4.0 


4.1 


14.1 


18.3 


321 


862 
863 


El  PASO  ELECTRIC 
RAMADA 


765 
NR 


384 
539a 


29.6 
4.4 


-27 
NM 


7.7 
0.8 


12.1 
NM 


NA 

3.2 


3.0 
1.5 


2043 


437 
437 


1020 


864  OLD  REPUBLIC  INTERNATIONAL 

865  ADOBE  SYSTEMS 


895 
NR 


1  102 
83 


1 

112 


51.0 
21.1 


-50 
135 


4.6 
25.3 


9.4 
22.8 


NA 
46.7 


NA 
47.6 


3006 


437 


65 


866  NEW  PLAN  REALTY  TRUST 

867  FOREMOST  CORP.  OF  AMERICA 


435 


933 
739 


39y 
460 


24.4 
24.5 


21 
-26 


62.7 
5.3 


54.7 
7.0 


NM 
NA 


15.1 
12.5 


190 


435 
433 


808 


868 
869 
870 


MACK  TRUCKS 
APPLIED  BIOSYSTEMS 
CiUORP 


826 
968 
860 


2102 
149 
471 


13 
38 
4 


24.9 
18.6 
49.3 


407 
55 
27 


1.2 
12.5 
10.5 


0.3 
11.2 
8.5 


NA 
14.6 


4.9 
14.6 


1684 


432 
432 


154 


9.3  13.4 


1096 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

SHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

AS  %  OF 
BOOK 
VALUE 

PE 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1987 
AaUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

21 

23/21 

131 

9 

7.52 

69 

3 

27 

23 

29.7 

12 

2.1 1 

2.28 

2.25 

3.0 

Utilities  A 

23 

24/20 

146 

9 

4.70 

42 

9 

23 

21 

28.1 

12 

2.33 

2.60 

2.85 

1.7 

Banks  C 

2 

4/1 

193 

1 1 

0.00 

0 

-7 

26 

228 

47.2 

12 

0.08 

0.19 

NA 

NM 

Office  equipment  C 

27 

27/16 

211 

15 

1.21 

18 

54 

55 

18 

62.6 

08 

0.87 

1.79 

2.06 

7.1 

Health  care  A 

19 

31/19 

225 

10 

0.00 

0 

-20 

75 

26 

440.9 

01 

1.70 

1.83 

2.28 

9.2 

Office  equipment  C 

17 

18/13 

193 

17 

0.53 

9 

2 

7 

29 

10.1 

12 

0.91 

1.02 

1.13 

2.6 

Publishing/TV  B 

69 

71/35 

238 

20 

1.75 

35 

97 

52 

7 

111.7 

12 

2.72 

3.47 

3.78 

7.0 

Leisure  D 

17 

28/17 

80 

NM 

0.00 

0 

-32 

69 

29 

1 13.9 

09 

-3.07 

-0.55 

-0.08 

691.1 

Office  equipment  B 

13 

13/10 

192 

9 

0.00 

0 

25 

31 

38 

31.1 

12 

-2.17 

1.36 

1.44 

6.8 

Banks  A 

54 

60/44 

213 

1 1 

3.33 

36 

30 

84 

9 

47.0 

12 

3.64 

5.04 

5.98 

3.0 

Transportation  C 

33 

34/25 

262 

15 

2.77 

41 

17 

60 

14 

107.9 

12 

2.02 

2.25 

2.48 

5.3 

Services  D 

39 

50/38 

101 

6 

5.19 

33 

-1 1 

42 

12 

39.6 

12 

5.62b 

5.98 

6.07 

7.7 

Banks  B 

18 

21/17 

114 

11 

6.86 

76 

0 

28 

26 

20.7 

09 

1.49 

1.65 

1.83 

4.8 

Utilities  B 

8 

9/4 

213 

7 

0.00 

0 

33 

25 

62 

63.8 

12 

0.52 

1.19 

0.89 

6.2 

Consumer  A 

104 

104/80 

145 

13 

1.74 

22 

27 

41 

5 

13.2 

12 

7.05 

8.13 

NA 

NM 

Conglomerates 

20 

20/11 

141 

9 

2.23 

21 

55 

59 

24 

74.1 

12 

0.41 

2.14 

2.08 

15.4 

Fuel  B 

25 

27/23 

124 

10 

7.63 

75 

13 

24 

19 

44.8 

12 

2.27 

2.52 

2.44 

4.6 

Utilities  B 

33 

36/31 

376 

21 

0.39 

8 

0 

33 

14 

37.4 

05 

1.30 

1.60d 

1.93 

1.3 

Services  E 

9 

9/4 

98 

NM 

0.00 

0 

27 

41 

54 

120.1 

12 

-0.58 

-0.47 

0.13 

126.0 

Health  care  C 

11 

19/11 

49 

7 

13.66 

91 

-17 

24 

42 

1 1 1.8 

12 

2.00 

1.67d 

1.76 

16.3 

Utilities  A 

21 

24/20 

121 

9 

2.99 

26 

3 

26 

22 

29.6 

12 

2.44 

2.51 

2.79 

1.9 

Banks  C 

35 

35/23 

192 

11 

3.48 

37 

39 

38 

13 

17.2 

12 

2.65 

3.23 

3.69 

6.2 

Banks  D 

14 

14/11 

47 

6 

1.48 

8 

5 

47 

34 

52.8 

12 

3.34 

2.38 

2.08 

16.3 

Nonbank  fin.  B 

15 

17/8 

347 

NM 

0.00 

0 

18 

26 

30 

322.0 

12 

0.70 

-0.70 

0.42 

48.7 

Health  care  B 

19 

19/12 

419 

40 

0.00 

0 

59 

33 

25 

1 16.2 

08 

0.14 

0.46 

0.92 

7.5 

Retailing 

48 

50/35 

514 

16 

1.33 

21 

37 

16 

10 

27.0 

10 

2.35 

3.1 1 

3.69 

2.9 

Manufacturing  C 

17 

27/16 

146 

30 

4.60 

140 

-12 

34 

26 

185.7 

12 

-1.82 

0.57 

1.11 

29.0 

Fuel  B 

41 

44/35 

179 

NM 

3.61 

DEF 

17 

65 

1 1 

88.9 

12 

-1.64 

-3.35 

2.98 

19.3 

Services  A 

16 

18/14 

228 

16 

1.66 

26 

5 

22 

29 

31.9 

04 

1.00 

1.12d 

1.24 

3.7 

Leisure  A 

28 

29/25 

122 

9 

2.97 

27 

13 

29 

16 

30.2 

12 

2.99b 

3.01d 

3.28 

2.4 

Banks  C 

22 

22/18 

170 

9 

2.53 

22 

10 

48 

20 

24.5 

12 

1.47 

2.51 

2.79 

6.1 

Paper  B 

28 

28/21 

284 

19 

1.55 

29 

26 

70 

16 

57.7 

05 

1.34 

1.51 

1.88 

5.5 

Services  B 

25 

25/19 

257 

14 

2.40 

34 

28 

38 

18 

72.2 

05 

1.49 

1.76d 

2.04 

2.8 

Leisure  A 

6 

9/5 

89 

NM 

0.00 

0 

-15 

67 

72 

71.6 

12 

-1.07 

-0.44 

-0.12 

177.9 

Fuel  C 

49 

53/42 

143 

18 

4.29 

79 

17 

70 

9 

39.8 

06 

0.50 

2.67 

4.38 

9.6 

Metals  B 

34 

38/28 

318 

17 

1.06 

18 

24 

17 

13 

23.5 

09 

1.28 

1.99 

2.17 

2.9 

Consumer  D 

13 

16/1 1 

76 

25 

12.04 

304 

-9 

31 

35 

75.1 

12 

0.79 

0.50 

1.83 

10.8 

Utilities  A 

11 

11/6 

143 

87 

0.00 

0 

53 

23 

40 

138.4 

12 

0.15 

0.13d 

0.31 

36.4 

Leisure  C 

25 

28/21 

78 

6 

2.93 

17 

21 

56 

17 

53.2 

12 

NA 

2.10c 

3.89 

4.4 

Nonbank  fin.  B 

21 

26/15 

986 

22 

0.38 

8 

40 

48 

21 

306.3 

1  1 

0.43 

0.98 

1.38 

6.5 

Office  equipment  C 

16 

17/14 

268 

18 

6.00 

109 

20 

20 

27 

12.0 

07 

0.80 

0.88 

1.01 

6.8 

Housing  B 

36 

44/33 

221 

18 

3.01 

54 

-2 

71 

12 

48.0 

12 

2.82 

1.99 

3.13 

10.8 

Nonbank  fin.  B 

15 

17/12 

85 

17 

0.00 

0 

-4 

40 

30 

40.7 

12 

0.13 

0.84 

1.41 

16.4 

Automotive  A 

32 

32/21 

339 

25 

0.00 

0 

6 

34 

14 

128.3 

06 

0.70 

1.25 

1.44 

3.0 

Electrical  C 

32 

35/30 

129 

10 

7.69 

74 

10 

32 

14 

17.4 

12 

2.52 

3.31 

3.31 

3.2 

Utilities  A 
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XI I  J.  M.  SMUCKER 

872  CENTRAl  FIDELITY  BANKS 


432 


729 
857 


353 
446 


15 
10 


26.8 
49.5 


24 
5 


7.6 
11.1 


7.0 
1 1.6 


18.9 
19.7 


19.8 
14.8 


188 
4731 


432 
430 


873 
874 


LEGCETT  &  PIATT 
A.  C.  EDWARDS 


820 
940 


810 
475y 


19 

-13 


37.7 
29.2 


-2 
-38 


4.7 
6.1 


5.7 
8.6 


NA 
10.8 


15.7 
10.0 


478 
1029 


429 
428 


875  ROLLINS 


918 


381 


24.7 


12 


6.5 


6.2 


40.5 


40.5 


147 


S7<i  KINDER  CARE 


426 
425 


713 


935y  85 


43.3 


65 


4.6 


5.2 


22.4 


1  1.0 


6087 


877 
878 


MOHASCO 

ARVIN  INDUSTRIES 


863 
883 


804a 
1313 


-0.6 
16.5 


NM 
-65 


NM 
1.3 


1.5 
3.6 


-0.6 
4.9 


-10.7 
3.6 


639 
1058 


424 
424 


8711  ARMOR  ALL  PRODUCTS 
880  TCA  UBLE  TV 


880 
907 


148 

71 


36 
14 


25.6 
10.6 


37 
82 


17.3 
14.9 


17.1 
9.3 


NA 

13.9 


29.3 
17.8 


108 

135 


423 


881  TIFFANY 

882  ALBANY  INTERNATIONAL 


422 


NR 
974 


290 
461 


26 
15 


24.9 
36.3 


48 
44 


8.6 
7.9 


7.3 
6.3 


NA 
14.1 


29.8 
22.2 


163 
477 


421 
417 


883  A.  L.  WILLIAMS 

884  SHARED  MEDICAL  SYSTEMS 


869 
665 


402y 
379y 


44 

-3 


96.1 
29.4 


151 
-35 


23.9 
7.8 


13.8 
1 1.6 


34.2 
17.1 


49.7 
17.3 


592 
282 


416 
415 


885  LSI  LOGIC 


885 


379 


45 


23.8 


122 


6.3 


4.1 


4.9 


7.5 


715 


88(i  MERCANTILE  BANCORPORATION 


414 
413 


967 


673 


28.7 


4.3 


NM 


6.7 


6459 


887 
888 


GERBER  SCIENTIFIC 
FIRST  ILLINOIS 


852 
NR 


288 
182 


13 
16 


31.7 
29.2 


13 
28 


11.0 
16.0 


1 1.0 
14.6 


18.6 
NA 


19.3 
NA 


238 
1635 


413 
413 


88fl  INTERLAKE 

890  COMMERCE  BANCSNARES 


802 
981 


892 
479 


39.6 

49.0 


-27 
22 


4.4 

10.2 


6.6 

8.9 


NA 
NA 


14.8 
12.9 


660 
5444 


412 


S91  FIRST  FINANCIAL  MANAGEMENT 
892  U.  S.  TRUST 


412 


772 
815 


424y 
362 


142 


29.3 
30.6 


152 
-1 1 


6.9 
8.5 


6.6 
10.2 


7.8 
18.2 


12.0 
15.7 


525 
5061 


411 
411 


893  EASTERN  UTILITIES  ASSOCIATES 

894  SUMMIT  BANCORPORATION 


NR 
941 


374 
329 


40.4 

38.7 


-15 
1 1 


10.8 
11.8 


13.0 
12.5 


1 1.5 
NA 


12.4 
NA 


1209 
3526 


411 
409 


17 
26 


895  CENTEX 


NR 


1730y 


31.9 


22 


1.8 


1.9 


8.2 


8.5 


1045 


S9(>  DENNISON  MFG. 


408 
408 


873 


722 


2 

-15 


38.1 


5.3 


4.9 


14.3 


16.0 


482 


8<)7  SAN  JUAN  BASIN  ROYALTY  TRUST 
89H  INTERTAN 


938 
NR 


15a 
613 


15.1 
31.5 


-15 
5559 


97.8 
5.1 


97.5 
0.1 


NM 
15.7 


15.3 
19.5 


99 
373 


408 
405 


19 
7 


899  FIRST  TENNESSEE  NATIONAL 

900  NEW  PROCESS 


902 
NR 


61 1 
418 


52.3 
34.1 


54 
51 


8.6 
8.2 


5.9 
6.2 


NA 
NA 


14.4 
33.3 


5972 
157 


403 


15 


901  COLLINS  FOODS  INTERNATIONAL 

902  RELIANCE  GROUP  HOLDINGS 


402 


954 
731 


531 
3730 


28.8 
23.6 


39 
-81 


5.4 

0.6 


3.6 
3.7 


NA 
NM 


13.4 
6.2 


381 
9000 


401 
400 


1 1 
13 


903  TOPPS 

904  FIRST  CITY  BANCORP.  OF  TEXASft 


NR 
NR 


183 
865 


23.7 
66.1 


-1 
NA 


12.9 
7.6 


14.8 
NA 


55.5 
1.8 


-32.9 
11.1 


106 
12195 


399 
395 


NA 
9 


905  DAUPHIN  DEPOSIT 


983 


298 


40.7 


13.6 


13.5 


18.2 


15.5 


3336 


\m  GOULDS  PUMPS 


395 
394 


966 


454 


18 
21 


23.3 


26 


5.1 


4.8 


12.3 


12.0 


366 


907 
908 


STRYKER 

MIDWEST  ENERGY 


959 
896 


179 
570 


15.9 
43.9 


25 
17 


8.9 
7.7 


8.6 
7.0 


18.0 
9.9 


18.3 
14.7 


125 
1092 


394 
394 


909  CENTRAL  MAINE  POWER 

910  DIVERSIFIED  ENERGIES 


91 1 
855 


654 
769 


45.8 
32.3 


-1 
14 


7.0 
4.2 


7.4 
4.3 


NA 

9.7 


1  1.7 
12.0 


1211 
819 


393 


17 


911 
912 


BRIGGS  &  STRATTON 
APPLIED  MATERIALS 


392 


836 
881 


903 
405 


14.2 
47.8 


-53 
534 


1.6 
1 1.8 


3.5 
3.7 


NA 
NA 


5.0 
23.8 


621 
339 


392 
392 


100 
0 


913  KANSAS  CITY  SOUTHERN  INDUSTRIES 

914  IOWA  RESOURCES 

915  FIRST  MISSISSIPPI 


846 
813 
NR 


507 
348 
332 


-46.3 
33.8 
25.3 


NM 

-19 
-15 


NM 

9.7 
7.6 


6.3 
12.2 
9.1 


-4.9 
7.1 


-14.1 
9.4 


917 
1 198 
428 


392 
392 


12.0 


13.0 


AIPH4BETICAI  INDEX  OF  COMPANIES  BEGINS  ON  P 
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MLUATION 

DIVIDiNDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

ECENT 
iHARE 
PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 

OUT. 
MIL, 

TURN- 
OVER 

% 

FY 

1987 
AaUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

59 

63/48 

320 

19 

1.50 

28 

16 

47 

7 

17.9 

04 

3.12 

3.68d 

4.18 

2.1 

Food  B 

28 

30/25 

129 

9 

4.14 

36 

4 

20 

15 

24.5 

12 

3.01 

3.20 

3.50 

2.7 

Banks  C 

25 

31/22 

179 

1 1 

2.85 

33 

-3 

47 

17 

21.5 

12 

2.28 

2.21 

2.28 

16.0 

Consumer  B 

21 

23/15 

147 

12 

3.26 

39 

24 

38 

21 

45.2 

02 

1.73 

1.7  Id 

1.89 

14.8 

Nonbank  fin.  A 

18 

19/15 

701 

18 

2.87 

50 

9 

37 

24 

19.9 

06 

0.85 

1.03 

1.22 

7.7 

Services  E 

8 

12/7 

109 

10 

1.03 

10 

-36 

40 

55 

107.8 

12 

0.57 

0.80 

0.91 

22.2 

Services  E 

32 

36/26 

7053 

15 

0.88 

13 

9 

NA 

13 

77.7 

12 

0.92 

2.15d 

2.40 

NM 

Consumer  B 

23 

26/18 

117 

33 

2.99 

97 

10 

44 

19 

81.8 

12 

2.39b 

0.70 

1.97 

14.3 

Automotive  B 

20 

24/16 

485 

19 

2.57 

49 

30 

14 

21 

20.1 

03 

1.07 

1.30d 

1.56 

1.9 

Services  E 

35 

36/28 

71 1 

44 

1.14 

51 

17 

32 

12 

55.7 

10 

0.46 

0.79 

1.68 

62.1 

Publishing/TV  A 

42 

45/26 

506 

17 

0.48 

8 

59 

52 

10 

91.5 

01 

1.76 

2.44 

2.81 

4.8 

Retailing 

17 

20/13 

257 

12 

1.78 

21 

29 

24 

25 

52.2 

12 

1.15 

1.46 

1.77 

1.5 

Manufacturing  D 

17 

19/12 

216 

8 

0.00 

0 

-8 

40 

25 

58.9 

12 

1.55 

2.14 

2.34 

6.5 

Nonbank  fin.  B 

18 

26/14 

244 

14 

4.67 

67 

-28 

73 

23 

164.4 

12 

1.80 

1.25 

1.40 

9.6 

Office  equipment  C 

10 

14/8 

130 

18 

0.00 

0 

18 

51 

40 

230.5 

12 

0.27 

0.58 

1.00 

1 1.4 

Electrical  D 

26 

31/21 

97 

14 

5.44 

78 

33 

42 

16 

63.1 

12 

-1.53 

1.79 

2.91 

9.0 

Bonks  B 

17 

21/16 

252 

15 

0.69 

10 

0 

63 

24 

56.0 

04 

1.15 

1.37d 

1.69 

7.9 

Office  equipment  C 

16 

16/10 

NA 

14 

2.71 

39 

NA 

16 

25 

NA 

12 

0.88 

1.13 

1.37 

4.1 

Bonks  B 

41 

47/39 

155 

1 1 

3.68 

40 

0 

54 

10 

52.0 

12 

4.69 

3.75 

4.17 

5.0 

Manufacturing  C 

43 

43/32 

109 

9 

2.82 

24 

31 

31 

10 

16.1 

12 

3.89 

4.92 

5.26 

2.3 

Bonks  B 

26 

34/24 

169 

14 

0.00 

0 

-9 

64 

16 

174.5 

12 

1.16 

1.81 

2.30 

7.2 

Office  equipment  C 

42 

49/36 

211 

14 

2.75 

39 

3 

52 

10 

102.3 

12 

3.34 

3.01 

3.60 

2.6 

Bonks  A 

31 

33/21 

136 

1 1 

7.80 

84 

42 

52 

13 

1 19.2 

12 

3.46 

2.85 

3.25 

9.9 

Utilities  A 

21 

24/18 

NA 

1 1 

3.47 

43 

NA 

15 

20 

NA 

12 

1.69 

1.88 

2.09 

1.9 

Bonks  A 

28 

30/20 

109 

19 

0.89 

17 

31 

65 

15 

88.0 

03 

1.50 

2.41d 

3.20 

16.7 

Housing  B 

26 

28/24 

173 

1 1 

5.00 

55 

3 

45 

15 

25.2 

12 

2.22 

2.41 

2.57 

2.9 

Office  equipment  A 

9 

9/6 

413 

NA 

2.80 

NA 

16 

89 

47 

21.0 

12 

0.38 

NAd 

NA 

NM 

Fuel  B 

47 

47/21 

252 

19 

0.00 

0 

105 

64 

9 

71.6 

06 

-1.41 

2.49 

3.62 

20.3 

Consumer  B 

26 

29/22 

111 

8 

5.46 

42 

6 

44 

16 

38.4 

12 

2.19 

3.34 

3.66 

1.3 

Bonks  C 

37 

43/23 

393 

10 

5.89 

58 

66 

34 

1 1 

19.2 

12 

2.42 

3.71 

4.20 

1.7 

Retoitinq 

18 

19/13 

187 

16 

0.90 

15 

27 

58 

23 

52.8 

04 

1.10 

1.25d 

1.43 

3.0 

Leisure  A 

5 

8/4 

106 

17 

5.95 

100 

-13 

8 

75 

10.8 

12 

1.68 

0.32 

0.60 

44.1 

Nonbank  fin.  B 

29 

30/12 

NEG 

15 

1.39 

21 

71 

15 

14 

52.7 

02 

1.89 

1.98d 

2.35 

NM 

Publishing/TV  B 

29 

69/21 

95 

1 1 

0.00 

0 

-14 

40 

14 

30.5 

12 

NA 

2.73 

3.93 

16.6 

Bonks  D 

31 

34/27 

151 

10 

4.25 

41 

13 

21 

13 

21.1 

12 

2.97 

3.14 

3.45 

1.4 

Bonks  A 

19 

23/17 

203 

16 

3.92 

64 

1 

59 

20 

80.1 

12 

1.03 

1.18 

1.49 

4.2 

Monufocturing  C 

25 

25/19 

455 

25 

0.00 

0 

12 

65 

16 

35.1 

12 

0.82 

1.02 

1.23 

1.9 

Health  core  D 

18 

20/18 

147 

10 

8.55 

85 

6 

6 

22 

23.9 

12 

1.53 

1.83 

1.83 

4.8 

Utilities  A 

17 

19/16 

110 

9 

8.81 

83 

13 

23 

23 

38.5 

12 

1.79 

1.83 

2.03 

2.5 

Utilities  A 

25 

29/24 

147 

12 

6.17 

76 

-5 

30 

16 

43.4 

12 

1.70 

2.00 

2.20 

5.6 

Utilities  B 

27 

36/27 

139 

13 

5.90 

77 

-1 

63 

14 

53.0 

06 

1.84 

2.09 

1.26 

37.9 

Monufocturing  C 

25 

36/17 

195 

10 

0.00 

0 

-10 

74 

16 

405.8 

10 

0.02 

2.43 

3.12 

7.3 

Manufacturing  C 

38 

59/33 

119 

NM 

2.86 

DEF 

-15 

51 

10 

77.0 

12 

3.30 

-4.51 

2.73 

27.6 

Transportation  B 

18 

22/15 

1 1 1 

12 

9.35 

111 

-6 

19 

22 

26.3 

12 

1.84 

1.49 

1.81 

5.8 

Utilities  A 

20 

20/12 

201 

12 

1.54 

19 

34 

40 

20 

92.0 

06 

0.93 

1.61 

1.42 

13.1 

Chemicals 

10  TABLES  APPEAR  ON  PAGES  218-219 
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916  riRST  EMPIRE  STATE 

917  EDISON  BROTHERS  STORES 


391 


930 
NR 


537 
919 


15 
-1 


44.5 
36.3 


10 
NM 


8.3 
4.0 


8.6 
NM 


14.6 
NM 


1 1.7 
19.0 


5908 
513 


391 
390 


918  BANCO  POPULAR  DE  PUERTO  RICO 

919  PIER  I  IMPORTS 


NR 
NR 


552 
388 


21 
23 


47.4 
19.9 


24 
23 


8.6 
5.1 


8.4 

5.1 


NA 
12.5 


13.9 
17.8 


5707 
286 


390 
387 


920  WICKES 


790 


3985a 


-46.1 


1.1 


NM 


-4.4 


3918 


921  NCH 


386 
385 


896 


545 


13 


34.9 


30 


6.4 


5.5 


17.1 


18.3 


345 


922  MERCHANTS  NATIONAL 

923  HECLA  MIHIHC 


960 
947 


452 
102 


17 
17 


44.1 
16.6 


202 
61 


9.8 
16.2 


3.8 
11.9 


24.9 
NA 


13.5 
1 1.7 


5256 
189 


385 
384 


924  ZENITH  NATIONAL  INSURANCE 

925  U.  S.  SURGICAL 


920 
903 


509 
291 


45.4 

23.2 


5 
15 


8.9 

8.0 


9.2 

8.0 


15.1 

13.2 


15.5 
17.9 


1007 
264 


382 


15 


926 
927 


FOXBORO 
FRED  MEYER 


382 


945 
NR 


540 
2074 


9.8 
36.7 


NM 
14 


NM 
1.7 


NM 
10.8 


5.3 
15.1 


443 
687 


381 
380 


12 
7 


928  PARK  COMMUHICATIONS 

929  NATIONAL  COMMUHITY  BANK  OF  N.  J. 


904 
NR 


160 
321 


19.1 
42.0 


12 
22 


11.9 
13.1 


11.4 
13.9 


NA 
NA 


11.8 
NA 


248 
3614 


379 
378 


29 
2 


930  W.  R.  BERKLEY 


995 


534 


58.8 


11.0 


10.4 


16.6 


19.9 


1201 


9.31  MINNETONKA 


377 
377 


214 


40 

-22 


15.8 


56 


7.4 


6.6 


NA 


26.3 


149 


932  NATIONAL  INTERGROUP 

933  SHAW  IHDUSTRIES 


866 
NR 


2975 
1120 


-39.7 
40.3 


NM 
46 


NM 
3.6 


NM 
3.7 


NM 
14.7 


-6.6 
23.7 


1824 
496 


376 
376 


49 
34 


934 
93.-) 


MAGMA  POWER 
UTILICORP  UNITED 


NR 
NR 


26y 
673 


9.3 
40.9 


132 
23 


35.7 
6.1 


20.7 
5.6 


6.6 

10.4 


7.5 
12.1 


229 
1005 


376 


13 


936 
937 


UHITED  STATIOHERS 
A.  SCHULMAN 


375 


980 
948 


894 
616 


24.6 
28.6 


49 
33 


2.7 
4.6 


2.2 
4.3 


NA 
17.2 


15.6 
18.1 


381 
281 


375 
375 


23 
15 


938 
939 


BANK  SOUTH 
SEALED  AIR 


964 

932 


482 
346 


43.4 
25.3 


48 
24 


9.0 
7.3 


7.0 
6.7 


25.4 
NA 


15.6 
16.5 


4881 
256 


375 
374 


14 
17 


940  RIGGS  HATIOHAL 


NR 


562 


37.0  3554 


6.6 


0.2 


13.9 


10.9 


6756 


941  CHAPARRAL  STEEL 


374 
374 


408 


19 
15 


45.1 


116 


1 1.1 


6.1 


22.4 


32.4 


356 


942  ALASKA  AIR  GROUP 

943  CYPRESS  SEMICOHDUCTOR 


NR 
861 


814 
139 


37.5 
20.8 


181 


4.6 
14.9 


1.9 
14.9 


10.4 
1 1.5 


12.4 
1 1.7 


730 
245 


373 
371 


80 
10 


944 
945 


TRUSTCORP 
GIBSON  GREETINGS 


NR 
NR 


563 
404 


1.3 
35.0 


-97 
45 


0.2 
8.7 


9.4 
6.7 


NA 
20.7 


-0.7 
20.4 


5947 
326 


371 


12 


946  SYSTEMATICS 

947  ASSOCIATED  COMMUHICATIONS 


368 


992 
NR 


194 
16 


21 


17.1 
-7.9 


31 
NM 


24.0 
NM 


24.5 
-28.4 


109 
49 


367 
367 


NM 
NM 


342.3 


948 
949 


GOLDEN  NUGGET 
UHITED  TELEVISIOH 


NR 
NR 


162a 
101 


-35 
5 


-5.2 
7.9 


NM 
19 


52.7 
6.9 


NM 
12.9 


-2.7 
14.0 


1059 
193 


366 
364 


7.8 
NM 


950  CHURCH'S  FRIED  CHICKEH 


NR 


420y 


-14.5 


2.4 


NM 


-5.9 


324 


951  IHTERHATIONAL  MULTIFOODS 


364 
363 


827 


1847 


14 


35.9 


25 


1.9 
3.7 


10.2 


11.5 


855 


952 
953 


MCH 

CB&T  BAHKSHARES 


NR 
915 


1281 
250 


3 
10 


47.7 
26.8 


2 

14 


3.8 
10.3 


12.8 
NA 


19.3 
NA 


1281 
1957 


361 
361 


10.8 
9.4 


954  POLICY  MANAGEMENT  SYSTEMS 

955  THERMO  ELECTRON 


360 


NR 


217 
501 


21 
31 


20.5 
20.1 


20 
11 


4.0 


9.5 
4.7 


NA 
8.4 


14.3 
1 1.7 


289 
474 


956 
957 


CETUS 

ROSS  CTORES 


360 


931 


31 
634y 


-26 
10 


-39.6 
26.3 


NM 
127 


NM 


NM 

2.0 


NA 

21.4 


-30.7 
19.7 


260 
251 


359 
359 


NR 
NR 


4.1 
10.2 


958  PUGET  SOUHD  BAHCORP 

959  CPI 

960  WESTERH  PUBLISHING  GROUP 


395 

313a 

543a 


1 1 
1 1 
29 


40.4 
27.3 
28.9 


118 
22 
71 


5.2 
8.0 
4.0 


1 1.7 
NA 
NA 


15.0 
21.8 
18.1 


3947 
181 
356 


358 
358 


969 
NR 


8.7 
5.3 
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VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL, 

TURN- 
OVER 

% 

FY 

1987 
AQUAL 
$ 

1988 
ACTUAL 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

56 

57/47 

103 

9 

1.79 

17 

15 

37 

7 

33.9 

12 

4.78 

6.02 

7.01 

4,7 

Banks  A 

39 

39/26 

205 

11 

4.62 

49 

39 

46 

10 

26.1 

12 

-2.1 1 

3.64 

4.00 

7.7 

Retailing 

39 

39/28 

1 14 

8 

3.90 

32 

32 

NA 

10 

13.5 

12 

3.83 

4.74 

NA 

NM 

Banks  C 

13 

14/7 

353 

25 

0.93 

23 

47 

37 

30 

90.4 

02 

0.52 

0.68d 

0.85 

3,6 

Consumer  6 

8 

14/7 

33 

9 

0.00 

0 

-23 

NA 

48 

170.6 

01 

0.77 

0.92d 

0.93 

49,7 

Conglomerates 

43 

46/36 

202 

13 

1.67 

22 

15 

29 

9 

29.1 

04 

3.29 

4.00d 

NA 

NM 

Consumer  D 

26 

28/22 

118 

9 

3.81 

33 

9 

50 

15 

29.8 

12 

1.17 

3.05 

3.44 

2.2 

Bonks  B 

14 

18/12 

272 

23 

0.35 

8 

4 

24 

27 

78.7 

12 

0.38 

0.61 

0.68 

24.3 

Metals  C 

18 

22/15 

131 

9 

4.44 

38 

22 

51 

21 

26.9 

12 

1.89 

2.1 1 

2.34 

7.8 

Nonbonk  fin.  B 

34 

35/28 

295 

17 

1.79 

30 

4 

51 

1 1 

44.0 

12 

1.63 

2.00 

2.32 

1.5 

Health  care  D 

31 

33/25 

206 

39 

0.32 

13 

22 

68 

12 

26.0 

12 

-7.87 

0.80 

2.10 

23.2 

Electrical  C 

17 

18/13 

157 

1 1 

0.00 

0 

28 

21 

22 

35.3 

01 

1.31 

1.50 

1.68 

2.4 

Retailing 

28 

30/25 

235 

20 

0.00 

0 

7 

10 

14 

6.1 

12 

1.24 

1.38 

1.63 

2.2 

Publishing/TV  B 

36 

43/33 

NA 

9 

3.52 

32 

0 

NA 

10 

1 1.7 

12 

3.34 

4.05 

4.60 

0.0 

Banks  A 

31 

33/24 

128 

7 

1.16 

8 

9 

55 

12 

84.5 

12 

4.07 

4.67 

4.88 

16.1 

Nonbonk  fin.  B 

24 

24/11 

628 

25 

0.00 

0 

18 

44 

16 

163.1 

12 

0.57 

0.94 

1.13 

4.0 

Consumer  D 

17 

21/13 

55 

NM 

1.44 

DEF 

-1 

54 

22 

109.8 

03 

-1.25 

0.29d 

1.53 

22.1 

Conglomerates 

25 

27/18 

221 

12 

3.25 

38 

40 

41 

15 

40.1 

06 

1.70 

2.13 

2.84 

4.7 

Manufacturing  D 

17 

19/11 

303 

40 

0.00 

0 

65 

23 

22 

17.6 

12 

0.20 

0.43 

NA 

NM 

Utilities  A 

18 

20/17 

1 19 

9 

7.36 

69 

10 

16 

21 

26.2 

12 

1.80 

1.94 

2.14 

2.1 

Utilities  A 

24 

25/18 

238 

16 

1.32 

21 

25 

55 

15 

70.1 

08 

0.99 

1.50 

1.78 

1.4 

Services  B 

28 

31/23 

238 

14 

1.43 

19 

18 

51 

14 

49.1 

08 

1.47 

2.06 

2.33 

2.1 

Chemicals 

11 

13/10 

135 

9 

3.96 

34 

-4 

13 

34 

15.0 

12 

0.94 

1.28 

1.43 

1.9 

Banks  C 

46 

50/40 

245 

15 

1.40 

21 

17 

63 

8 

33.3 

12 

2.60 

3.10 

3.54 

2.6 

Manufacturing  A 

26 

26/20 

110 

10 

4.31 

43 

19 

17 

15 

17.1 

12 

0.07 

2.54 

2.81 

2.6 

Banks  A 

13 

16/10 

269 

9 

0.60 

47 

3 

1  1 

30 

18.0 

05 

NA 

1.61c 

1.78 

8.7 

Metals  B 

24 

25/16 

124 

10 

0.84 

8 

37 

63 

16 

156.8 

12 

0.85 

2.37 

2.53 

7.8 

Transportation  A 

10 

13/8 

209 

18 

0.00 

0 

-5 

61 

36 

1 19.3 

12 

0.32 

0.56 

0.76 

5.5 

Electrical  D 

23 

27/20 

99 

NM 

6.67 

DEF 

3 

30 

16 

55.7 

12 

3.19 

-0.13 

3.59 

4.6 

Banks  B 

24 

26/15 

216 

1 1 

1.26 

13 

55 

84 

16 

197.2 

12 

1.53 

2.25 

2.44 

4.8 

Leisure  D 

34 

34/26 

529 

20 

1,19 

24 

20 

34 

1 1 

53.3 

05 

1.39 

1.68d 

2.04 

2.5 

Office  equipment  C 

32 

34/13 

1320 

NM 

0.00 

0 

113 

NA 

12 

45.2 

12 

1.59 

-0.43 

NA 

NM 

Telecomms.  A 

18 

19/10 

195 

59 

0.00 

0 

87 

20 

20 

95.1 

12 

4.16 

0.31d 

0.87 

46.7 

Leisure  C 

34 

34/25 

645 

46 

0.00 

0 

9 

33 

1 1 

12.3 

12 

0.61 

0.73 

NA 

NM 

Publishing/TV  A 

10 

10/6 

150 

NM 

1.98 

DEF 

39 

51 

36 

152.2 

12 

0.26 

-0.40 

0.31 

43.6 

Leisure  A 

28 

34/26 

117 

13 

4.16 

52 

1 

59 

13 

71.7 

02 

2.26 

2.45d 

2.76 

3.0 

Food  B 

18 

20/17 

147 

8 

8.94 

68 

NA 

NA 

21 

NA 

12 

2.28 

2.32 

2.08 

13.2 

Utilities  B 

12 

15/12 

NA 

13 

2.55 

34 

NA 

4 

31 

NA 

12 

0.77 

0.87 

0.99 

2,50 

Banks  C 

23 

27/21 

253 

18 

0.00 

0 

6 

88 

16 

109.4 

12 

1.05 

1.30 

1.60 

2.6 

Nonbonk  fin.  A 

21 

22/15 

209 

18 

0.00 

0 

32 

35 

17 

32.7 

12 

1.00 

1.15 

1.39 

2.7 

Services  A 

14 

15/10 

279 

NM 

0.00 

0 

-20 

22 

27 

135.6 

06 

-1.29 

-0.86 

-1.76 

15.7 

Health  care  B 

14 

14/5 

350 

14 

0.00 

0 

121 

40 

26 

127.9 

01 

0.41 

0.97d 

1.10 

8.0 

Retailing 

22 

22/18 

133 

9 

4.00 

35 

20 

37 

16 

41.0 

12 

1.17 

2.50 

2.64 

8.8 

Bonks  D 

22 

22/17 

286 

13 

1.83 

24 

13 

61 

16 

117.8 

01 

1.46 

1.68d 

1.97 

3.8 

Leisure  D 

18 

25/14 

229 

12 

0.00 

0 

23 

50 

20 

182.7 

01 

1.08 

1.48d 

1.41 

4.9 

Publishing/TV  B 
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MARKET  VALUE 


YEAR 
AGO 
RANK 


SALES 


12 

MONTHS 
1988 
%  MIL 


CHANGE 
FROM 
1987 


PROFITS 


MARGINS 


12 

MONTHS 
1988 
$  MIL 


CHANGE 
FROM 
1987 

% 


12 

MONTHS 
1988 

% 


12 
MONTHS 
1937 

% 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 


ASSETS 


12 
MONTHS 
1988 
$MIL 


961  DANAHER 

962  CENTRAL  LOUISIANA  ELECTRIC 


357 


NR 
950 


716y 
301 


16 

-1 


40.0 
43.1 


96 
-4 


5.6 
14.3 


3.3 

14.8 


13.5 
10.3 


27.4 
13.7 


596 
890 


356 
356 


WEINGARTEN  REALTY  INVESTORS 
964  DSC  COMMUNICATIONS 


978 
NR 


65 
340 


6 
28 
26 


21.3 
20.0 


20 
3057 


33.0 
5.9 


29.0 
0.2 


NM 
8.7 


20.8 
8.9 


350 
429 


356 
355 


965  WATTS  INDUSTRIES 


NR 


206 


21.5 


26 


10.5 


10.4 


15.1 


16.7 


194 


966  KIMBALL  INTERNATIONAL 


355 
355 


853 


546 


31.6 


6.8 


13.1 


13.4 


328 


967  UNITED  MISSOURI  BANCSHARES 
96S  ORANGE  &  ROCKLAND  UTILITIES 


971 
917 


334 
487 


16 


34.5 
44.6 


10.3 
9.2 


11.3 
9.2 


NA 
10.0 


1  1.4 
13.6 


3714 
922 


355 
354 


969 
970 


CAESARS  NEW  JERSEY 
TERADYNE 


NR 

926 


340 
462 


6 
22 


35.1 

-3.3 


38 
NM 


10.3 
NM 


7.9 
NM 


21.7 
NM 


21.3 
-1.1 


266 
434 


353 


971  JWP 

972  IDEAL  BASIC  INDUSTRIES 


352 


NR 
732 


925 
228 


45 
-3 


27.8 
-19.7 


25 
NM 


3.0 
NM 


3.5 
NM 


NA 
NA 


20.0 

-61.1 


636 
349 


352 
352 


97;{  NEW  ENGLAND  BUSINESS  SERVICE 
974  SOUTHERN  INDIANA  CAS  &  ELECTRIC 


832 
NR 


231 
313 


14 
13 


22.8 
38.2 


4 

15 


9.9 
12.2 


10.8 
12.0 


21.4 
10.5 


22.5 
15.4 


130 
699 


351 
351 


97.5  CONSOLIDATED  STORES 


627 


22.6 


3.6 


2.2 


12.3 


16.5 


332 


97(;  INTERNATIONAL  DAIRY  OUEEN 


351 
350 


NR 


242 


15 


20.1 


35 


8.3 


7.1 


25.0 


34.8 


115 


977 
97S 


U.  S.  HEALTHCARE 
RPM 


935 
976 


720 
361 


20 
1  1 


5.3 
23.4 


405 
16 


0.7 
6.5 


0.2 
6.2 


3.8 
12.6 


3.8 
15.9 


271 
275 


349 
347 


979  FIRST  UNION  REAL  ESTATE 

980  IMO  INDUSTRIES 


909 
NR 


__73_y_ 
687 


-1 
87 


23.4 
28.3 


-10 
51 


31.9 
4.1 


35.2 
5.1 


NM 
7.6 


24.4 
10.0 


377 
756 


347 


9i^l 
982 


HON  INDUSTRIES 
OSHKOSH  B'GOSH 


347 


955 
874 


532 
253 


3 

12 


25.8 
18.8 


10 

-21 


4.8 

7.4 


4.5 

10.6 


14.1 

18.7 


19.8 
19.2 


276 
147 


346 
346 


98:;  SYMBOL  TECHNOLOGIES 
984  UNITED  ILLUMINATING 


912 
NR 


93a 
519 


59 
4 


20.6 
78.6 


118 
809 


22.2 
15.2 


16.3 
1.7 


16.9 
10.9 


17.6 
14.2 


140 
2365 


344 
342 


98.',  MDU  RESOURCES  GROUP 


989 


344 


34.9 


25 


10.2 


8.6 


8.2 


12.1 


977 


m->  TEIECREDIT 


342 
340 


818 


156 


12 


1.0 


-92 


0.7 


9.7 


1.6 


107 


9S7 
988 


BIG  BEAR 

CHICAGO  MILWAUKEE 


NR 
962 


955 
42y 


9 

-59 


15.3 
16.2 


6 

-48 


1.6 
38.6 


1.6 
30.5 


13.8 
4.2 


13.8 
4.2 


250 
382 


340 
340 


9K9 
990 


SCIENTIFIC-ATLANTA 
JERRICO 


936 
NR 


510 
647 


31.8 
18.4 


12 
-24 


6.2 
2.8 


5.5 
3.9 


12.8 
NA 


12.7 
7.9 


329 
432 


340 


991 
992 


DRESS  BARN 
ATARI 


340 


NR 
840 


228 
452 


21 
25 
2 


17.6 
39.4 


22 

-15 


7.7 
8.7 


7.7 
12.9 


28.7 
15.6 


28.7 
22.7 


96 
464 


339 
338 


998 
994 


HOME  BENEFICIAL 
KEILWOOD 


NR 
NR 


188 
724 


42.5 
32.0 


12 
10 


22.6 
4.4 


20.6 
4.4 


NA 

15.3 


NA 
17.9 


1069 
417 


336 
336 


995  CHEMED 


NR 


501 


28 


20.6 


4.1 


5.2 


13.4 


17.7 


323 


996  TELEFLEX 


336 
334 


NR 


328y 


21 


24.0 


22 


7.3 


7.2 


15.1 


18.4 


242 


997  SAVANNAH  FOODS  &  INDUSTRIES 
99K  FOREST  CITY  ENTERPRISES 


NR 
NR 


917 
90a 


4 

-15 


20.1 
3.0 


43 
-42 


2.2 
3.4 


1.6 
4.9 


13.1 
4.0 


16.0 
3.3 


395 
399 


334 
333 
332 


999 
1000 


WESTERN  DIGITAL 
VERMONT  AMERICAN 


821 
NR 


973 
330 


70 

13 


48.3 
16.8 


1 1 

-9 


5.0 
5,1 


7.6 
6.3 


NA 

11.1 


16.6 
13.0 


604 
241 


(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  are  fully  diluted,  (e)  Estimated  eornings  data,  (d)  Earnings  data  from  Institutional  Brokers 
Estimate  System,  (x)  Soles  include  excise  taxes,  (y)  Soles  include  other  income,  (z)  Soles  include  excise  taxes  and  other  income.  NA  =  not 
available.  NM  =  not  meaningful.  NR  =  not  ranked  in  Top  1000  in  1988.  NEG  =  negative  book  value  per  share.  DEF  =  earnings  deficit  in  dividend 
payout,  t  Because  BUSINESS  WEEK  is  owned  by  McGraw-Hill,  the  Top  1000  does  not  include  o  forecost  of  the  company's  earnings,  ft  Data  do 
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 SB  


VALUATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

IHDUSTRV  CROUP 

RECENT 
SHARE 
PRICE 
$ 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS  %  OF 
BOOK 
VALUE 

INSTI- 

ANALYSTS' 

ESTIMATES 

P-E 
RATIO 

% 

PAYOUT 

% 

TOTAL 

Dm  IDU 

% 

TUTIONS 

% 

SHRS 
MIL. 

TURN- 

% 

FY 

1987 
$ 

1988 
$ 

1989 
EST 
$ 

VARI- 
ATION 

% 

15 

20/10 

245 

9 

0.00 

0 

31 

22 

25 

54.5 

1 2 

0.92 

1.68 

2.20 

9.0 

Automotive  B 

32 

34/31 

121 

9 

7.31 

65 

2 

36 

1 1 

38.1 

1 2 

3.52 

3.59 

3.55 

2.7 

utilities  A 

26 

28/25 

347 

17 

6.59 

110 

14 

33 

14 

27.3 

1 2 

1.28 

1.53 

NA 

NM 

Housing  B 

9 

9/6 

158 

19 

0.00 

0 

20 

58 

39 

187.7 

1 2 

0.35 

0.48 

0.70 

17.0 

Telecomms.  A 

28 

29/22 

276 

19 

0.57 

1 1 

25 

42 

13 

41.6 

06 

1.15 

1.50 

1.85 

NM 

Manufacturing  A 

17 

21/15 

151 

10 

3.10 

31 

-1 

20 

21 

15.3 

06 

1.40 

1.68 

1.55 

14.5 

(.onsumer  b 

27 

27/24 

117 

10 

2,42 

25 

2 

9 

13 

4.5 

1 2 

2.43 

2.59 

2.75 

1.2 

Banks  B 

28 

31/28 

120 

9 

8.11 

71 

-2 

13 

13 

17.0 

1 2 

2.93 

3.18 

3.06 

1.4 

Utilities  A 

22 

24/16 

215 

1 1 

0.00 

0 

28 

7 

16 

6.4 

07 

1.11 

2.00 

2.25 

6.7 

Leisure  C 

12 

18/11 

122 

NM 

0.00 

0 

-1  1 

73 

29 

77.8 

1 2 

-0.76 

-0.11 

0.89 

19.5 

Electrical  C 

28 

28/18 

254 

13 

0.00 

0 

35 

29 

13 

69.3 

1 2 

1.80 

2.22 

2.74 

4.0 

Services  E 

2 

3/2 

1092 

NM 

0.00 

0 

-27 

6 

176 

6.6 

1 2 

-0.06 

-0.1 1 

NA 

NM 

Housing  A 

21 

28/20 

347 

16 

3.51 

55 

-16 

70 

17 

60.7 

06 

1.12 

1.30 

1.45 

2.4 

Office  equipment  A 

28 

30/26 

147 

10 

6.37 

61 

1 1 

20 

12 

32.0 

12 

2.57 

2.96 

2.79 

2.5 

Utilities  A 

8 

8/4 

257 

16 

0.00 

0 

54 

40 

45 

63.1 

0 1 

0.29 

0.50 

0.63 

5.8 

Retailing 

37 

39/25 

607 

18 

0.00 

0 

48 

32 

9 

24.2 

1 1 

1.54 

2.09 

2.40 

2.1 

Leisure  A 

0 

9/4 

253 

73 

1.83 

133 

4 

68 

40 

158.1 

1 2 

0.02 

0.12 

0.44 

26.2 

Health  care  C 

16 

18/14 

237 

14 

4.00 

56 

8 

33 

22 

59.5 

05 

0.95 

1.1  Id 

1.25 

3.0 

Housing  A 

20 

23/18 

362 

15 

7.64 

115 

-8 

34 

18 

33.7 

1 2 

1.43 

1.30 

1.42 

9.3 

Housing  B 

20 

23/16 

122 

1 1 

1.62 

18 

16 

59 

18 

61.9 

1 2 

1.32 

1.78 

2.09 

6.0 

Manufacturing  C 

20 

21/16 

267 

15 

2.40 

35 

0 

21 

17 

21.8 

1 2 

1.24 

1.38 

1.75 

5.2 

Office  equipment  A 

24 

30/20 

355 

18 

1.47 

27 

-2 

64 

15 

1 17.4 

1 2 

1.64 

1.29 

1.89 

8.0 

Consumer  A 

19 

27/15 

295 

18 

0.00 

0 

-16 

51 

18 

139.0 

06 

0.42 

1.07 

1.32 

11.3 

Office  equipment  B 

25 

28/19 

73 

5 

9.37 

48 

31 

36 

14 

49.7 

1 2 

5.99 

4.85 

6.08 

16.4 

Utilities  A 

18 

20/18 

122 

10 

7.89 

78 

3 

23 

19 

33.0 

1 2 

1.46 

1.81 

1.88 

5.1 

Utilities  A 

32 

46/26 

517 

NM 

3.17 

DEF 

-25 

52 

1  1 

248.7 

04 

-0.65 

2.35d 

2.67 

2.3 

Nonbank  fin.  A 

38 

38/20 

307 

21 

0.00 

0 

91 

61 

9 

113.6 

08 

1.50 

1.81 

2.20 

4.5 

Food  C 

139 

167/130 

97 

23 

0.00 

0 

10 

36 

2 

29.2 

1 2 

12.70 

5.95 

NA 

NM 

Transportation  B 

14 

16/10 

136 

11 

0.84 

10 

4 

50 

24 

98.5 

06 

1.04 

1.25 

1.39 

2.4 

Telecomms.  A 

18 

18/13 

145 

19 

0.91 

18 

15 

65 

19 

235.5 

06 

1.19 

0.91 

1.38 

3.3 

Leisure  A 

15 

16/10 

555 

21 

0.00 

0 

4 

57 

22 

108.0 

07 

0.58 

0.71 

0.88 

3.3 

Retailing 

6 

9/5 

196 

9 

0.00 

0 

-23 

10 

58 

31.0 

12 

0.76 

0.68 

1.12 

31.5 

Office  equipment  B 

32 

32/26 

89 

9 

3.56 

31 

17 

25 

11 

8.7 

1 2 

NA 

3.95c 

4.15 

2.2 

Nonbank  fin.  B 

29 

31/23 

188 

12 

2.48 

29 

1 1 

64 

12 

74.3 

04 

2.51b 

2.71d 

3.03 

2.1 

Consumer  A 

34 

39/30 

289 

16 

5.45 

86 

-3 

62 

10 

37.8 

12 

2.15b 

2.15 

2.57 

6.4 

Consumer  D 

32 

33/24 

258 

14 

1.27 

18 

33 

35 

11 

27.8 

12 

1.79 

2.22 

2.53 

3.6 

Manufacturing  A 

50 

50/25 

266 

17 

1.92 

32 

69 

18 

7 

17.7 

12 

2.11 

3.00 

4.90 

2.9 

Food  B 

42 

44/30 

364 

NA 

0.90 

NA 

38 

12 

8 

3.5 

01 

0.47 

NA 

NA 

NM 

Housing  A 

12 

18/12 

114 

8 

0.00 

0 

-16 

56 

29 

97.5 

06 

1.78 

1.51 

1.80 

7.8 

Office  equipment  C 

33 

33/19 

257 

19 

1.23 

24 

43 

21 

10 

16.6 

12 

1.80 

1.67 

1.95 

7.3 

Manufacturing  B 

not  include  full  12-months'  results.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from  sources  such  as 
statistical  services,  registration  statements,  and  company  reports  that  SPCS  believes  to  be  reliable  but  that  are  not 
guaranteed  by  SPCS  or  BUSINESS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell 
any  security.  Additional  data:  Institutional  Brokers  Estimate  System,  Vickers  Stock  Research  Corp. 
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Vigilance. 


Investing  with  a  sense  of  direction  starts  with  keeping  a  watchful 
eye  on  changing  conditions.  At  Van  Kampen  Merritt,  we  are 
constantly  scanning  the  financial  horizon  for  signs  of  opportunity. 
Our  expertise  in  research  and  asset  management  will  help  you 
find  your  way.  It's  one  of  the  reasons  we  have  become  the  prudent 
sponsor  of  more  than  $20  billion  in  mutual  fund  and  unit  trust 
assets.  And  as  a  Xerox  Financial  Services  Company,  we  can 
deliver  a  wide  range  of  investment  banking  capabilities. 

If  financial  opportunity  is  what  you  seek,  keep  your  eye  on 
Van  Kampen  Merritt.  For  more  complete  information  regarding  any 
Van  Kampen  Merritt  product,  including  all  charges  and  expenses, 
please  contact  your  investment  representative  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM  ext.  1001.  In  Georgia,  1-800-633-2252  ext.  1001. 

Mutual  Funds,  Unit  Trusts,  Asset  Management, 
Precious  Metals,  Xerox  Life  Products,  Capital  Markets, 
Public  and  Health  Care  Finance. 


Van  Kampen  Metritf 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction^ 
® 


WrU  GIVE  YOU  1HE  WORLD 
ON  A  SILVER  PLATHR. 


ANNOUNQNG  COMPUSIAT  K  PIUS,  ON  CD-ROM. 

For  a  quarter  of  a  century,  professionals  have  been  using 
Compustat^  the  premier  financial  data  base,  for  their 
decision-making.  Now  Compustat  is  available  on  CD-ROM, 
combined  with  Compustafs  own  powerful  yet  easy-to- 
use  software. 

Compustat  PC  Plus  allows  you  to  customize  your 
analyses,  not  use  some  prescribed  format.  For  example, 
PC  Plus  lets  you:  Screen  on  any  variable,  for  any  time 
period  ^  Add  your  own  data  and  companies,  then  merge 
them  with  PC  Plus  +  Design  screening  rules,  reports, 
company  sets,  and  save  them  -I-  Create  aggregates  on 
the  fly  4-  Link  with  Lotus'  1-2-3*  +  Blend  quarterly, 
monthly,  annual,  and  business  segment  items  during  a 
single  application  ^  Download  in  an  ASCII  format  Full 
on-line  tutorial  and  help  messages. 

An  ad  can  only  scratch  the  surface ...  for  the  whole 
story  of  PC  Plus,  call  your  Compustat  representative, 
or  (800)  525-8640. 

Compustat 

From  the  people  who  know  the  data  best. 


i:nii 


X  Lotus  and  1-2-3  are  registered  trademarks  of  Loti 

Development  Corporation 
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1000 
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CHANGE 
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% 

12 

MONTHS 
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$MIL 

CHANGE 
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% 

12 

MONTHS 
1988 
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CHANGE 
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1987 

% 

12 
MONTHS 
1988 
$MIL 

CHANGE 
FROM 
1987 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

L-INDUSTRY  COMPOSITE 

2,390,950 

11 

3,361,296 

11 

199,531.6 

32 

6,673,149 

8 

14.5 

15.0 

AEROSPACE 

INDUSTRY  COMPOSITE 

32495 

17 

92074 

5 

3102.4 

12 

64655 

9 

13.7 

13.3 

1  BOEING 

41 

10382 

35 

16962 

9 

614.0 

28 

12608 

0 

11.2 

1  1.6 

2 

UNITED  TECHNOIOGIES 

82 

5819 

6 

18000 

5 

659.1 

1 1 

12748  -1 

13.9 

13.7 

3 

MCDONNELL  DOUGLAS 

162 

3412 

38 

15072 

10 

350.0 

12 

1 1885 

39 

14.6 

1  1.5 

4 

LOCKHEED 

207 

2752 

1 

10590 

-6 

442.0 

4 

6643 

3 

NA 

18.5 

5 

MARTIN  MARIETTA 

240 

2370 

-7 

5727 

1 1 

319.8 

39 

3319  18 

20.5 

26.6 

6 

GENERAL  DYNAMICS 

257 

2225 

-7 

9551  1 

379.0 

-13 

61 18 

10 

14.9 

19.7 

7 

PARKER  HANNIFIN 

396 

1353 

-21 

2397 

15 

108.4 

19 

1809 

15 

10.6 

12.4 

8 

NORTHROP 

41  1 

1290 

-10 

5797 

-4 

104.2 

1  1 

3139  1 

NA 

-2.8 

9 

SUNDSTRAND 

494 

1026 

2 

1477  8 

-50.1 

NM 

1567 

4 

NM 

-10.2 

10 

GRUMMAN 

636 

704 

-14 

3649  8 

86.5 

220 

2566 

14 

8.5 

10.7 

11 

ROHR  INDUSTRIES 

725 

588 

40 

960 

24 

34.6 

40 

1022 

9 

7.7  8.8 

12 

GENCORP 

737 

576 

-13 

1891 

17 

55.0 

206 

1230 

1 1 

15.4 

NM 

AUTOMOTIVE 

INDUSTRY  COMPOSITE 

73977 

11 

292021 

12 

12644.8 

14 

390698 

10 

9.6 

16.8 

2A  CARS  &  TRUCKS 

GROUP  COMPOSITE 

59542 

15 

257634 

13 

11419.7 

17 

362751 

11 

9.4 

17.2 

1    GENERAL  MOTORS 

6 

25627 

14 

120388 

7 

4632.1 

30 

164063  1 

7.7 

13.0 

2 

FORD  MOTOR 

8 

24479 

1  1 

92446 

16 

5300.2 

15 

143366 

24 

10.1 

24.6 

3 

CHRYSLER 

81 

5847 

7 

35473 

21 

1050.2 

-19 

48567 

14 

NA 

14.4 

4 

PACCAR 

344 

1672 

25 

3112 

28 

175.8 

56 

2832  18 

18.8  19.3 

5 

NAVISTAR  INTERNATIONAL 

375 

1484 

0 

41 13 

13 

236.5 

23 

2239 

15 

30.0 

34.2 

6 

MACK  TRUCKS 

868 

433 

-7 

2102 

13 

24.9 

407 

1684 

14 

NA 

4.9 

2B  PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

10244 

2 

22339 

14 

764.2 

10 

18582 

3 

14.6 

10.4 

I  EATON 

269 

2104 

1 

3469 

1 1 

227.7 

10 

3034 

-2 

15.1 

NA 

2 

DANA 

359 

1570 

1 

5190 

17 

162.2 

28 

4786 

-3 

16.0 

16.9 

THE 
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"Not  long  ago,  we  flew  our 
Gulfstream  IV  around  the  world  in 
record  time.  Not  once,  but  twice. 

The  first  time,  we  went  westbound 
from  Paris  and  came  back  in  about 
46.5  hours.  The  second  time,  we  went 
eastbound  from  Houston  and  returned 
in  a  little  over  36  hours. 

These  two  flights  went  far  beyond 
what  any  other  commercial  or  corpo- 
rate aircraft  had  ever  done,  and  in  most 
cases,  could  do  at  all. 

There's  no  doubt  we  proved  that  the 
Gulfstream  IV  is  everything  we  say  it 
is:  unquestionably  superior  in  range 
and  speed;  that  its  engines  and  systems 
are  incredibly  reliable;  and  that  we 
have,  in  fact,  designed  and  built  a  truly 
amazing  airplane  for  use  by  the  world  s 
major  corporations  and  governments. 

We  like  to  think  we  also  made  a 
strong  case  for  our  position  that  the 
Gulfstream  IV  can  handle  almost 


"Around  the  world  or  around  the 
country,  well  go  as  far  as  It  takes 
to  prove  our  point  about  the 
Gulfstream  IV/' 


by  Allen  E.  Paulson 

Chairman  and  Chief  Executive  Officer 
Gulfstream  Aerospace  Corporation 


anything  you  ask  of  it.  That  maybe  the 
Gulfstream  IV  could  very  well  be  all 
the  business  airplane  you  ever  need 
to  own. 

Certainly,  a  business  jet  that  can  fly 
non-stop  from  Hobby  to  Shannon 
ought  to  be  able  to  make  a  trip  from, 
say,  Palwaukee  to  Dulles  and  back  in  a 
single  day.  In  the  case  of  the  Gulfstream 
IV,  it  can  add  several  other  airports  to 
an  itinerary  like  that,  and  go  the  whole 
day  without  refueling. 

Those  airports  don  t  have  to  be  major 
ones,  either.  The  Gulfstream  IV  can 
get  into  and  out  of  hundreds  of  places 
where  you  normally  only  find  jets  half 
its  size.  And  that's  not  only  because  of 


As  a  pilot,  Allen  Paulson  has  an  innate  under^ 
standing  of  aircraft  design  and  performance! 
As  an  executive,  his  insights  into  successful] 
corporate  operations  have  made  him  an 
aerospace  industry  leader. 


its  performance,  but  also  because  it's  a 
»ood  neighbor. 

Speaking  of  size,  tiiat's  another 
leason  the  Gulfstream  IV  can  do  so 
Tiuch  more  than  other  business  jets. 

The  Gulfstream  IV  is  a  big  airplane, 
Dn  purpose.  It  has  a  big,  comfortable 
:abin  that  will  hold  a  big  payload  of 
Dassengers  and  baggage.  (Remember, 
t  can  take  more  people  more  places 
aster  than  any  other  jet  designed  for 
jxecutive  travel.) 

It  has  big,  reliable  Rolls-Royce 
jngines  that  also  power  airliners. 

It  has  a  big  cockpit,  with  the  biggest 
ipplication  of  advanced  flight  systems 
echnology  in  any  business  aircraft. 

Everything  about  the  Gulfstream 
iV  seems  to  instill  big  confidence.  (In 
)ur  experience,  people  seldom  pass  up 
he  opportunity  to  ride  in  it  and  pilots 
ilways  want  to  fly  one.) 

We  can  show  you  why  that's  true. 


Executives  have  always  preferred  the 
spaciousness  of  the  Gulf  stream-size  cabin, 
in  which  custom-designed  interiors  can  be 
engineered  to  provide  optimum  comfort  on 
flights  of  any  duration. 

and  we  can  do  it  on  an  actual  business 
trip  you  and  your  key  executives  have 
to  make. 


If  you  need  to  go  to  five  or  six  cities 
where  commercial  airline  service  is 
either  token  or  forgotten,  we  11  show 
you-perhaps  in  a  single  day-how  easy 
the  Gulfstream  IV  makes  it. 

If  you  need  to  go  between  cities 
separated  by  5,000  miles  or  so,  we  11 
show  you  why  there's  nothing  quite 
like  making  the  trip  non-stop  in  a 
Gulfstream  IV. 

Call  Robert  H.  Cooper,  our  Senior 
Vice  President,  Gulfstream  Marketing, 
at  (912)  964-3234,  and  discuss  your 
requirements  with  him.  One  thing 
you'll  learn  is  that  we'll 
go  as  far  as  it  takes  to  ivjrjrj 
prove  our  point  about 
the  Gulfstream  IV." 


Gulfstream 
/Icrospace 

A  CHRYSLER  COMPANY 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 


COMPANV 


3  TRIHOVA 

4  ECHIIN 

5  MASCO  INDUSTRIES 

6  CHAMPION  SPARK  PLUG 

7  PEP  BOYS-MANNY,  MOE  &  JACK 

8  CUMMINS  ENGINE 

9  FEDERAL-MOGUL 

10  SPX 

1 1  ARVIN  INDUSTRIES 

12  DANAHER 
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CHANGE 
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515 
534 
609 
631 
635 

"679" 
709 

'825' 
878 

"961" 


969 
919 
758" 
70?" 
704 
641 
604 
487 
424 
3"57" 


-18 
6" 
-"28" 
52 


3 
18 
7 
3 

"3"5" 


SALES 


12  CHANGE 

MONTHS  FROM 
1988  1987 
$  MIL.  % 


1919 
1348 
l65l 
738 
"630" 
3310 
1I77 
~878~ 

"nli" 

7I6 


14 
17 
12 
3 
17 
'20" 

9 
"13 
"0" 

^(> 


PROFITS 


12  CHANGE 

MONTHS  FROM 
1988  1967 
$  MIL.  % 


87.8 
64.8 
82.1 
"22.1 
~36.b" 
-63.4 
43.4 
44.9 
16.5 
"40.0" 


21 
"39" 

82 
"36" 
5 

NM 
6 

"72" 

-65 

"96" 


ASSETS 


12  CHANGE 

MONTHS  FROM 

1988  1987 

$MIL  % 


1432 
1 110 
1883 
555 
557 
2064 

8^^ 

696 
T058 
596 


22 
9 
-17 

27 
2 
1 

24" 
3T 
-2I" 


RETURN 


ON 
INVESTED 
CAPITAL 

% 


1 1.2  12.9 

9.1  10.  T 

"976  """22T5 

7.8  6.6 

9.3"  '"n.V 

'"i5r9""""-"riT4" 
"1 1.7""""  1274" 


9.8 
"4.9" 
15. 5 


BBER 


GROUP  COMPOSITE 

4191 

-16 

12049 

10 

460.9 

-24 

9366 

3 

11.7 

19.1  1 

1    GOODYEAR  TIRE  &  RUBBER 

212 

2692 

-28 

10810 

9 

350.1 

-32 

8618 

3 

10.2 

17.3  _f 

2  BANDAG 

504 

990 

-1 

491 

16 

69.8 

12 

306 

5 

NA 

49.5  i 

3    COOPER  TIRE  &  RUBBER 

803 

509 

35 

748 

12 

41.1 

34 

443 

7 

13.5 

16.8  , 

BANKS 

INDUSTRY  COMPOSITE 

127096 

22 

216855 

13 

17721.4 

NM  2023366 

6 

32.5 

16.6 

EAST 


CROUP  COMPOSITE 

56235 

24 

116444 

15 

9480.4 

NM  1012525 

5 

47.9 

18.5  1 

1  CITICORP 

47 

9174 

43 

32024 

15 

1698.0 

NM 

207666 

2 

18.8       20.9  J 

2 

J.  P.  MORGAN 

62 

6958 

14 

7839 

15 

1001.8 

1103 

83923         1  1 

24.0 

17.9  1 

3 

PNC  FINANCIAL 

150 

381 1 

1  1 

3827 

21 

442,7 

73 

4081 1 

12 

31.0 

17.5  1 

4 

BANKERS  TRUST  NEW  YORK 

169 

3325 

27 

5851 

4 

647.7 

NM 

57942 

3 

28.2 

18.5  1 

S 

CHASE  MANHATTAH 

183 

3063 

40 

12365 

15 

1058.9 

NM 

97455 

-2 

33.9 

23.9  1 

6 

FIEET/NORSTAR  FINANCIAL  GROUP 

204 

2793 

18 

3051 

13 

335.8 

68 

29052 

1 1 

NA 

18.9  1 

7 

CHEMICAL  BANKING 

286 

1958 

44 

7644 

13 

753.6 

NM 

67349 

-14 

25.5 

22.6  1 

8 

SHAWMUT  NATIONAL 

299 

1858 

7 

281 1 

19 

242.6 

53 

28414 

7 

23.6 

15.0  1 

9 

MANUFACTURERS  HANOVER 

312 

1809 

34 

8545 

10 

752.0 

NM 

66710 

-9 

NA 

26.6  1 

10 

BANK  OF  BOSTON 

336 

1728 

5 

5296 

24 

322.3 

1539 

36061 

6 

NA 

16.4 

II 

CORESTATES  FINANCIAL 

347 

1653 

8 

1630 

13 

179.5 

1 1 

16431 

9 

18.9 

16.2 

12 

BANK  OF  NEW  ENGLAND 

351 

1644 

-16 

3197 

19 

281.7 

104 

32200 

9 

27.7 

17.3 

13 

BANK  OF  NEW  YORK 

376 

1476 

51 

2620 

22 

213.0 

106 

47388 

105 

17.2 

16.5 

14 

MIDIANTIC 

377 

1472 

-5 

1846 

20 

222.9 

38 

18945 

1 1 

22.2 

17.4 

15 

MNC  FINANCIAL 

398 

1348 

6 

1983 

24 

170.2 

14 

18015  8 

24.5 

15.3 

16 

REPUBLIC  NEW  YORK 

399 

1341 

2 

2105 

26 

169.7 

413 

24519 

10 

1 1.8 

13.4 

17 

STATE  STREET  BOSTON 

516 

968 

5 

897  18 

92.3 

1 1 

8372 

20 

27.8 

18.3 

18 

KEYCORP 

529 

931 

22 

1394 

19 

1 19.9 

65 

14646 

17 

15.9 

14.2 

19 

UNITED  JERSEY  BANKS 

530 

929 

1 

1032 

16 

116.1 

13 

10888 

7 

NA 

15.0 

20 

MELLON  BANK 

586 

801 

-2 

3269 

-2 

-65.0 

NM 

31 153 

2 

NM 

-11.9 

21 

MERIDIAN  BANCORP 

610 

756 

9 

950 

12 

86.1  8 

9523 

13 

18.9 

13.3 

22 

FIRST  MARYLAND  BANCORP 

638 

702 

73 

661 

1 1 

52.4 

16 

6274 

1 1 

18.7 

13.3 

23 

BAYBAHKS 

660 

673 

5 

921 

19 

88.5 

28 

9496 

12 

19.5 

16.2 

24 

INTEGRA  FINANCIAL 

700 

614 

90 

657 

9 

66.4 

5 

6930 

5 

25.1 

25.9 

25 

WILMINGTON  TRUST 

733 

581 

12 

313 

10 

51.8 

20 

2982 

3 

30.0 

22.7 

26 

MERCANTILE  BANKSHARES 

789 

523 

14 

362 

15 

53.4 

16 

3530 

12 

NA 

15.5 

27 

NORTHEAST  BANCORP 

805 

506 

42  J 

323 

15 

34.6 

15 

3242 

10 

18.2 

13.7 

28 

FIRST  PEHNSYLVAHIA 

834 

481 

25 

623 

16 

58.2 

NM 

6407 

10 

NA 

20.7 

29 

U.  S.  TRUST 

892 

41 1 

-13 

362 

7 

30.6 

-1 1 

3061 

20 

18.2 

15.7 
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without  all  the  expense. 


Talk  to  Sears  Communications  Company! 


Rapid,  reliable  communi- 
cations can  translate  into 
increased  revenues,  wider 
margins  and  greater  profits. 
The  benefits  of  expanding 
your  network  seem  so 
obvious.  What's  holding 
you  back? 

The  answer  we  often  hear 
is  "it's  too  expensive."  That's 
why  many  companies  are 
going  with  the  cost-effective 


alternative.  Sears  Communi- 
cations Company. 

Our  communications 
network  has  been  saving  our 
clients'  money  for  over  a 
decade.  We've  already 
addressed  most  of  the  SNA 
issues  you'd  face  and  elimi- 
nated the  hidden  costs.  So 
when  we  say  you'll  have  a 
site  installed,  you'll  have  it. 
On  time.  On  budget. 


Call  your  Sears  Communi- 
cations Company  Account 
Executive.  You'll  quickly 
discover  the  cost  advan- 
tages and  profit  potential  of 
the  Sears  Communications 
Network?'"  (312)  577-7766. 
Outside  Illinois: 
(800)255-3^^3. 

Sears 

communications 

company" 


What  a  promotion  should  be. 

A  luxury  car  should  be  a  rewarding  move  up— the  automotive  equivalent  of  receiving 
the  ultimate  promotion  Choosing  a  Continental  from  Lincoln  means  moving  up  to 
one  of  the  most  advanced  luxury  cars  in  the  world  With  sophisticated  suspension, 
steering  and  braking  systems.  And  a  standard  air-bag  supplemental  restraint  system  for 
both  the  driver  and  right  front  passenger  To  learn  more,  call  1  800  822-9292.  Or 
visit  a  Lincoln  dealer  for  a  test  drive.  You'll  find  that  becoming  a  CEO  isn't  necessary  to 
own  the  Lincoln  Continental,  though  driving  it  may  very  well  make  you  feel  like  one 

Lincoln.  What  a  luxuty  car  should  be. 


LINCOLN-MERCURY  DIVISION  C^nS^  Bucklt  Up— together  we  an  ^ve  lives. 
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30 

SUMMIT  BANCORPORATION 

894 

411 

1  1 

329 

17 

38.7 

1  1 

3526 

15 

NA 

NA 

31 

DAUPHIN  DEPOSIT 

905 

395 

15 

298 

9 

40.7 

1  1 

3336 

10 

18.2 

15.5 

32 

FIRST  EMPIRE  STATE 

916 

391 

3 

537 

15 

44.5 

10 

5908 

14 

14.6 

1 1.7 

33 

NATIONAl  COMMUNITY  BANK 

929 

379 

NA 

321 

29 

42.0 

22 

3614 

15 

NA 

NA 

34 

RICCS  NATIONAL 

940 

374 

24 

562 

17 

37.0 

3554 

6756 

10 

13.9 

10.9 

..-DWEST 

GROUP  COMPOSITE 

20090 

21 

35141 

10 

3036.4 

4846 

356200 

4 

28.2 

14.7 

1    BANC  ONE 

1 73 

3263 

22 

2735 

15 

340.2 

47 

25274 

9 

NA 

17.2 

2 

FIRST  CHICAGO 

238 

24 1 5 

75 

4816 

14 

513.1 

NM 

44432  1 

NA 

26.4 

3 

NATIONAl  CITY 

287 

1 943 

58 

2227 

12 

233.2 

80 

21623  8 

22.3 

17.6 

4 

NBD  BANCORP 

301 

1 848 

9 

2181 

1 1 

227.2 

40 

24176 

4 

19,8 

15.1 

5 

HORWEST 

356 

1 594 

24 

2475  8 

21 1.2 

NM 

21750 

5 

NA 

19.0 

6 

FIRST  BANK  SYSTEM 

435 

1208 

-5 

1954 

—2 1 

-310.0 

NM 

24248 

-10 

NM 

-36.0 

7 

BOATMEN'S  BANCSHARES 

470 

1106 

59 

1378 

2 

69.8 

-28 

14676 

-3 

14.8 

6.7 

8 

FIFTH  THIRD  BANCORP 

473 

1080 

43 

506 

2 1 

84.2 

33 

5246 

20 

20.2 

16.5 

9 

AMERITRUST 

560 

858 

21 

1052 

1 3 

103.5 

NM 

10738 

4 

20.8 

14.6 

10 

CONTINENTAL  BANK 

575 

829 

106 

3060 

1 0 

315.8 

NM 

30578 

-6 

NA 

29.1 

II 

SOCIETY 

616 

743 

-2 

972 

9 

100.1 

10 

10010 

10 

18.1  14.7 

12 

COMERICA 

619 

734 

6 

1043 

1 1 

1 12.0 

57 

11145 

10 

16.9 

18.3 

13 

NORTHERN  TRUST 

622 

729 

14 

1003 

20 

109.3 

NM 

9904 

6 

NA 

27.4 

14 

HUNTINGTON  BANCSHARES 

632 

707 

-3 

881 

12 

87.6 

83 

9506  8 

21.4 

15.9 

15 

MANUFACTURERS  NATIONAL 

654 

678 

6 

924 

21 

96.3 

1352 

9311 

3 

24.6 

16.8 

16 

MICHIGAN  NATIONAL 

662 

670 

-6 

1040 

15 

93.2 

26 

1 1306 

33 

23.1 

16.9 

17 

MARSHALL  &  ILSLEY 

677 

643 

23 

677 

7 

76.2 

30 

6775  8 

17.9 

16.0 

18 

FIRSTAR 

712 

600 

22 

850 

19 

109.9 

NM 

7842 

6 

NA 

20.6 

19 

OLD  KENT  FINANCIAL 

752 

563 

12 

726 

22 

77.1 

9 

7854 

1 1 

19.7 

16.3 

20 

FIRST  NATIONAL  CINCINNATI 

762 

553 

-7 

531 

15 

55.4 

22 

5657 

1 1 

16.2 

12.9 

21 

INDIANA  NATIONAL 

807 

505 

5 

545 

15 

55.8 

106 

5927 

9 

23.2 

14.2 

22 

FIRST  OF  AMERICA  BANK 

837 

478 

-8 

885 

15 

88.8 

14 

9769 

13 

NA 

14.7 

23 

MERCANTILE  BANCORPORATION 

886 

414 

17 

673 

0 

28.7 

NM 

6459 

-1 

NA 

6.7 

24 

FIRST  ILLINOIS 

888 

413 

NA 

182 

16 

29.2 

28 

1635 

1 1 

NA 

NA 

25 

COMMERCE  BANCSHARES 

890 

412 

20 

479 

6 

49.0 

22 

5444 

3 

NA 

12.9 

26 

MERCHANTS  NATIONAL 

922 

385 

8 

452 

17 

44.1 

202 

5256 

25 

24.9 

13.5 

27 

TRUSTCORP 

944 

371 

8 

563 

10 

1.3 

-97 

5947 

10 

NA 

-0.7 

28 

UNITED  MISSOURI  BANCSHARES 

967 

355 

1 

334 

16 

34.5 

7 

3714 

5 

NA 

1 1.4 

3C  BANKS  -  SOUTH 

&  SOUTHEAST 

GROUP  COMPOSITE 

25693 

11 

29855 

13 

2883.4 

26 

304881 

7 

24.4 

14.9 

1  NCNB 

181 

3109 

79 

2830 

15 

252.5 

51 

29848 

3 

26.4 

13.3 

2 

SUNTRUST  BANKS 

213 

2678 

-9 

2889 

13 

308.7 

9 

29177  8 

18.9 

16.4 

3 

FIRST  WACHOVIA 

245 

2337 

17 

2020 

13 

244.3 

38 

21815 

13 

23.4 

15.7 

4 

FIRST  UNION 

252 

2260 

-1 

2899 

10 

296.9 

5 

28978 

5 

NA 

15.8 

5 

SOVRAN  FINANCIAL 

283 

1975 

3 

2230 

10 

243.1 

12 

22484 

7 

20.7 

17.0 

6 

BARNETT  BANKS 

285 

1965 

-2 

2546 

14 

226.4 

22 

25748 

10 

NA 

15.5 

7 

CITIZENS  &  SOUTHERN 

349 

1647 

9 

2090 

13 

206.3 

31 

21098 

3 

23.6 

16.7 

8   SIGNET  BANKING 

569 

836 

10 

1286 

23 

152.5 

550 

1 1002 

3 

31.1 

22.4 

9 

SOUTHEAST  BANKING 

615 

744 

2 

1405 

1 1 

75.3 

222 

15623 

1 1 

12.0 

10.1 

10 

DOMINION  BANKSHARES 

626 

719 

19 

898 

13 

83.0 

7 

9204 

5 

18.7 

14.4 

II 

CRESTAR  FINANCIAL 

640 

700 

-1 

1016  8 

86.7 

53 

10408 

7 

22.7 

13.7 

12 

FLORIDA  NATIONAL  BANKS 

685 

631 

64 

749 

9 

34.9 

7 

7828 

4 

15.7 

7.3 

THE 

1989  BUSINESS  WEEK 

TOP  1000 

After  Lunch^ 
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Now  you  can  turn  a  LrigKt  idea  over  lunch 
nto  a  feast  for  tlie  eyes  in  no  time  at  all.  WitK 
rlarvard  Graphics  from  Software  PuLlisK 
Jorporation. 

Just  picl?  tke  graphics  format  you  want  from 
:lie  menu.  Then  enter  your  data,  Kit  a  hey  and  your 
:hart  or  graph  appears  on  screen  in  an  instant. 

Customizing  your  graphics  can  he  just  as 
Jdsy.  Convert  a  flat  pie  chart  to  3-D  in  one  stroke. 
Z'omhine  charts  or  display  data  tahles.  And  spell- 
ohech  any  length  presentation  in  just  one  step. 


Even  hetter,  Harvard  *^iraphics  gets  smarter 
as  you  do.  Creating  polished  husmess  graphics  that 
meet  your  every  need.  On  paper,  slides  or  overheads. 
For  meetings  m  hoardrooms  or  limchrooms. 

So  call  today  for  our  free  h'lal  dish.  \ou  11  see 
the  qualities  that  mahe  Fiarvard  Graphics  the  top- 
selling,  most  award-winning  and 
most  widely-used  program  of  its 
Kin  d.With  it  ,  you  11  h  e  serving  up 
sophisticated  graphics  no  audi- 
ence can  resist.   SR>p{  I'iLlsl  IIN(', 


FOR  A  FRHi;  TRIAL  DISK  CALL  1  -  800  -  3-4-5  -  2888,  OIM^RATOR  53.  FOR  I'l'C.RADi;  L  1 T  E  R  ATI' R  If  CALL  I-  j  n -  / '^m;  -  4 '> 

K,. .,.,.„  IHM  PCjmJM?  l)0?tom|Mtil.lcs.  c  198yS,.(twarv  I'uWishm^  G.r,».ral„.„,  1401  Laiijim's  Dnw,  M..untaiii  View,  CA  941)34-7:11) 
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13 

AMSOUTH  BAHCORPORATIOH 

726 

585 

-1 

797 

22 

79.8 

31 

8313  8 

NA 

15.0 

14 

SOUTHTRUST 

744 

567 

8 

626 

21 

67.6 

12 

6645 

10 

18.2 

15.2 

15 

FIRST  VIRGINIA  BANKS 

757 

557 

5 

482  8 

60.9  8 

4796 

8 

NA 

15.2 

16 

FIRST  ALABAMA  BANCSHARES 

791 

520 

5 

474 

14 

58.2 

4 

5174 

18 

NA 

12.8 

17 

FIRST  AMERICAN 

814 

495 

-5 

699 

13 

30.4 

-41 

7204 

3 

17.0 

6.5 

18 

HIBERNIA 

827 

487 

12 

546  18 

53.0 

14 

5834 

20 

22.3 

15.9 

19 

SOUTH  CAROLINA  NATIONAL 

846 

464 

3 

552 

13 

54.5 

3 

5323 

15 

24.6 

14.2 

20 

FIRST  FLORIDA  BANKS 

855 

456 

2 

479 

10 

48.9  1 

5132 

4 

18.4 

13.0 

21 

CENTRAL  FIDELITY  BANKS 

872 

432 

-1 

446 

10 

49.5 

5 

4731 

10 

19.7 

14.8 

22 

FIRST  TENNESSEE  NATIONAL 

899 

405 

2 

61 1 

7 

52.3 

54 

5972 

2 

NA 

14.4 

23 

BANCO  POPULAR  DE  PUERTO  RICO 

918 

390 

38 

552 

21 

47.4 

24 

5707 

6 

NA 

13.9 

24 

BANK  SOUTH 

938 

375 

5 

482 

15 

43.4 

48 

4881 

1 1 

25.4 

15.6 

25 

CB&T  BANKSHARES 

953 

361 

-7 

250 

10 

26.8 

14 

1957 

1 1 

NA 

NA 

3D  BANKS  -  WEST  & 

SOUTHWEST 

GROUP  COMPOSITE 

19074 

42 

3541 « 

9 

2321.3 

NM 

349798 

10 

13.4 

15.0 

1    SECURITY  PACIFIC 

118 

4482 

34 

8483 

1 1 

638.9 

3969 

77870 

7 

15.7 

2 

BANKAMERICA 

135 

4082 

144 

10181 

0 

547.0 

NM 

94647 

2 

12.8 

14.2 

3 

WELLS  FARGO 

157 

3540 

25 

4860 

6 

512.5 

909 

46617 

6 

NA 

22.4 

4 

FIRST  INTERSTATE  BANCORP 

266 

2119 

1 

5932 

17 

102.4 

NM 

58194 

14 

-2.3 

4.8 

5 

U.  S.  BANCORP 

468 

1 110 

10 

1381 

20 

123.9 

24 

14383 

8 

15.6 

13.1 

6 

UNION  BANK 

601 

769 

NA 

787 

34 

60.2 

50 

15010 

179 

NA 

NA 

7 

CITY  NATIONAL 

701 

614 

20 

371 

20 

49.3 

21 

4296 

23 

NA 

22.1 

8 

BANCORP  HAWAII 

704 

61 1 

29 

630 

28 

74.9 

41 

6635 

14  1 

19.5 

19.0 

9 

VALLEY  NATIONAL 

787 

526 

-10 

1 147 

7 

62.3 

NM 

1 1766 

4 

10.6 

10.1 

10 

FIRST  HAWAIIAN 

847 

464 

45 

385 

15 

43.3 

22 

4239 

8 

16.3 

17.9 

11 

FIRST  CITY  BANCORP.  OF  TEXAS 

904 

399 

NA 

865 

NA 

66.1 

NA 

12195 

NA 

1.8  11.1 

12 

PUGET  SOUND  BANCORP 

958 

359 

17 

395 

1 1 

40.4 

118 

3947 

11 

11.7 

15.0 

CHEMICALS 

INDUSTRY  COMPOSITE 

102756 

10 

124927 

15 

11296.5 

42 

120447 

9 

19.3 

21.5 

1    DU  PONT 

9 

24303 

15 

32917  8 

2190.0 

23 

30719 

9 

13  0 

14.5 

2 

DOW  CHEMICAL 

17 

17232 

2 

16682 

25 

2410.0 

94 

16239 

13 

25.0 

33.2 

3 

MONSANTO 

73 

6376 

3 

8293 

9 

591.0 

36 

8439 

0 

13.6 

15.6 

4 

AMERICAN  CYANAMID 

106 

491 1 

6 

4592 

10 

305.6 

16 

4593 

1 1 

14.9 

15.4 

5 

UNION  CARBIDE 

132 

4162 

26 

8324 

20 

720.0 

210 

8441 

7 

20.5 

44.4 

6 

ETHYL 

195 

2940 

8 

2011 

17 

231.0 

20 

2195 

1 1 

15.7 

21.1 

7 

ARCO  CHEMICAL 

199 

2844 

-12 

2700 

38 

494.0 

92 

2548  1 

33.4 

37.5 

8 

W.  R.  GRACE 

225 

2589 

10 

5786 

28 

192.1 

35 

5171 

23 

8.6 

13.2 

9 

HIMONT 

231 

2541 

-4 

171 1 

47 

372.9 

64 

1905 

26 

26.9 

27.5 

10 

AIR  PRODUCTS  &  CHEMICALS 

248 

2326 

-1 1 

2487 

14 

219.5 

22 

3136 

13 

13.3 

16.5 

11 

FREEPORT-McMORAN 

255 

2247 

17 

1945 

28 

310.1 

25 

3730 

19 

NA 

NA 

12 

ROHM  &  HAAS 

258 

2204 

-3 

2535 

15 

230.1  18 

2242 

15 

16.8 

19.1 

13 

HERCULES 

265 

2132 

-16 

2802 

4 

120.4 

-85 

3325 

-5 

6.3 

5.9 

14 

MORTON  THIOKOL 

267 

2113 

1 

2461 

14 

159.7 

5 

2028 

13 

13.6 

14.1 

15 

LUBRIZOL 

385 

1432 

-13 

1 126 

10 

131.2 

61 

971 

3 

NA 

21.3 

16 

GAF 

387 

1418 

-6 

961 

15 

90.8 

-9 

1416 

-1 1 

11.5 

15.2 

17 

NAUO  CHEMICAL 

390 

1406 

-9 

994 

18 

106.0 

32 

839 

7 

19.6 

22.2 

18 

B.  F.  GOODRICH 

405 

1317 

1 

2417 

19 

209.9 

151 

2073 

7 

NA 

19.9 

19 

IMC  FERTILIZER  GROUP 

434 

1219 

NA 

1 185 

21 

124.4 

66 

1502 

6 

13.4 

16.2 

20 

QUANTUM  CHEMICAL 

437 

1203 

-55 

2922 

29 

360.1 

174 

2907 

12 

NM 

-88.5 
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21 

CABOT 

443 

1  174 

18 

1770 

21 

67.7 

85 

1641 

2 

8.8 

1 1.9 

22 

GREAT  LAKES  CHEMICAL 

455 

1  142 

5 

616 

23 

103.3 

86 

636 

20 

NA 

22.6 

23 

OLIN 

482 

1066 

-12 

2308 

20 

98.0 

26 

1940 

15 

1  1.8 

14.5 

24 

GEORGIA  GULF 

483 

1061 

26 

1061 

50 

193.6 

1 1 1 

457 

48 

66.9 

75.7 

25 

STERLING  CHEMICALS 

517 

968 

NA 

727 

48 

227.4 

186 

318 

10 

NA 

157.9 

26 

ENGELHARD 

526 

933 

6 

2351 

-5 

63.7 

-9 

1413 

16 

7.5 

8.6 

27 

PENHWALT 

532 

926 

53 

1024 

21 

48.3 

47 

950 

-5 

NA 

NA 

28 

ARISTECH  CHEMICAL 

546         888  8 

1065 

16 

164.5 

136 

676 

23 

32.5 

41.3 

29 

INTL.  MINERALS  S  CHEMICAL 

557 

863 

-26 

1044 

-42 

78.7 

-13 

2072 

9 

6.4 

6.9 

30 

WITCO 

573 

832 

6 

1586 

1 1 

71.6 

13 

1115 

6 

10.2 

12.8 

31 

VISTA  CHEMICAL 

593 

793 

-7 

794 

21 

123,8 

492 

493 

-2 

42.0 

101.6 

32 

DEXTER 

605 

764 

21 

837 

9 

39.9 

-8 

626 

2 

NA 

13.3 

33 

BETZ  LABORATORIES 

612 

749 

-6 

448 

16 

48.4 

19 

319 

1  1 

21.7 

21.6 

34 

LOCTITE 

652 

680 

5 

439 

15 

47.6 

30 

357 

3 

20.7 

21.3 

35 

WELLMAH 

71 1 

601 

49 

315 

21 

38.0 

71 

243 

19 

22.6 

27.2 

36 

FERRO 

730 

582 

44 

1009 

16 

46.6 

47 

588 

4 

15.6 

15.8 

37 

REXEHE 

750 

564 

NA 

719 

39 

129.5 

66 

51 1 

NA 

37.2 

55.0 

38 

M.  A.  HANHA 

821 

490 

28 

1019 

122 

83.2 

129 

964 

-4 

17.3 

20.8 

39 

FIRST  MISSISSIPPI 

915 

392 

50 

332 

2 

25.3 

-15 

428 

54 

12.0 

13.0 

40 

A.  SCHULMAN 

937 

375 

3 

616 

23 

28.6 

33 

281 

1 1 

17.2  18.1 

5 

CONGLOMERATES 

INDUSTRY  COMPOSITE 

120973 

10 

176473 

8 

10018.5 

23 

265918 

8 

15.5 

14.7 

1    GENERAL  ELECTRIC 

3 

40482 

2 

49414 

4 

3386.0 

14 

1 10865 

16 

20.0 

18.3 

2 

MINNESOTA  MINING  &  MFG. 

20 

15423 

6 

10581 

12 

1  154.0 

26 

8775  8 

20.5 

21.2 

3 

USX 

50 

8224 

-2 

16877 

13 

756.0 

267 

19474 

-4 

10.2 

14.0 

4 

in 

57 

7101 

6 

9075 

10 

1084.7 

48 

13722  1 

13.9 

13.9 

5 

TENNECO 

59 

7039 

9 

13234 

1 1 

-1.0 

NM 

17376 

-22 

NA 

-0.7 

6 

ROCKWELL  INTERHATIONAL 

84 

5714 

7 

12134 

2 

779.0 

15 

8406 

-2 

18.9 

20.7 

7 

GULF  &  WESTERN 

89 

5484 

12 

3123 

5 

389.2 

1 1 

5439 

10 

NA 

17.1 

8 

ALLIED-SIGNAL 

108 

4901 

1 

1 1909 

7 

463.0 

-10 

10005 

-2 

13.1 

14.2 

9 

TEIEDVNE 

144 

3937 

-1 

4523  8 

391.8 

4 

5125 

4 

16.2 

18.3 

10 

WHITMAN 

171 

3297 

-8 

3583 

17 

176.7 

-1 

4039 

7 

9.7 

11.3 

II 

TRW 

218 

2656 

-16 

6982 

2 

261.0 

7 

4442  1 

14.0 

16.6 

12 

TEXTRON 

250 

2315 

9 

7286 

2 

272.1 

4 

12554 

10  1 

9.2 

1 1.7 

13 

HOUSEHOLD  IHTERNATIOHAL 

260 

2186 

14 

1278 

19 

183.7 

12 

21032 

26 

9.6 

15.5 

14 

PENH  CENTRAL 

345 

1669 

4 

1547 

23 

94.1 

210 

2400 

-2 

NA 

5.3 

15 

VALHI 

363 

1552 

47 

2252 

63 

80.6 

85 

2291 

-5 

15.1 

26.0 

16 

GREYHOUHD 

456 

1141 

1 

3305 

32 

93.3 

13 

3374 

13 

8.1  9.4 

17 

PREMARK  INTERNATIONAL 

464 

1118 

7 

2397 

9 

121.2 

70 

1655 

4 

14.4 

17.0 

18 

PALL 

472 

1086 

-3 

456 

12 

58.7 

20 

605 

12 

NA 

17.4 

19 

OGDEN 

476 

1076 

-1 1 

1088 

21 

57.8 

21 

978  18 

NA 

13.3 

20 

ITEL 

489 

1038 

86 

1693 

33 

24.8 

59 

3571 

103 

4.4 

2.0 

21 

AUO  STANDARD 

493 

1027 

-13 

3874 

5 

101.6 

19 

1531 

17 

11.4 

13.4 

22 

FIGGIE  INTERNATIONAL 

676 

646 

29 

1200 

14 

61.9 

25 

783 

25 

13.8 

16.9 

23 

FUQUA  INDUSTRIES 

695 

622 

-5 

934 

38 

76.7 

78 

1 140 

55 

NA 

18.5 

24 

PITTWAY 

840 

474 

16 

771 

19 

37.3 

15 

595  18 

1 1.4 

1  1.4 

25 

WICKES 

920 

387 

-23 

3985 

6 

-46.1 

NM 

3918 

-3 

NM 

-4.4 

26 

NATIOHAL  IHTERGROUP 

932 

377 

-1 1 

2975 

-22 

-39.7 

NM 

1824 

-9 

NM 

-6.6 

6 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

154742 

19 

171092 

13 

11210.2 

23 

132482 

7 

23.7 

22.6 

6  A  Mr'rAREL 

INDUSTRY  COMPOSITE 

9907 

9 

12778 

13 

841.3 

10 

8807 

9 

17.4 

19.4 

1  VF 

253 

2252 

2 

2516 

-2 

173.7 

-3 

1760 

-10 

14.8 

16.3 

2 

LIZ  CLAIBORHE 

365 

1532 

1 

1  184 

12 

110.3 

-4 

573 

31 

24.7 

25.5 

3 

REEBOK  INTERNATIONAL 

383 

1440 

-21 

1786 

29 

137.0 

-17 

1063 

3 

18.1  19.9 

4 

NIKE 

445 

1 172 

29 

1519 

59 

139.8 

135 

721 

39 

28.1 

28.8 

5 

RUSSELL 

589 

797 

38 

531 

1 1 

53.8 

16 

561 

26 

13.6 

17.4 

- 
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A  long  list  of  joint  efforts  for  the  most 
respected  names  in  business  has 
proven  Daewoo  is  a  partner  you  can 
count  on.  But  as  valuable  as  Daewoo's 
reliability  is  its  old-fashioned  entre- 
preneurial zeal.  Daewoo  doesn 't  dwell 
on  obstacles  but  on  getting  things 
done,  which  is  why  in  just  over  20 
years  it  has  become  a  leader  in  such 
diverse  industries  as  shipbuilding  and 
aeronautics,  construction  and  trad- 
ing, telecommunications  and  finance. 
To  find  out  how  the  energy  behind 
Daewoo's  rapid  growth  could  spur 
your  own,  call  212-909-8200. 
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CHANGE 
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12  CHANGE 
MONTHS  FROM 
1988  1987 
$  Mil  % 


12 

MONTHS 
1988 
$Mll. 
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% 


12 

MONTHS 
1988 
SMIL. 


CHANGE 
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% 


ON  ON 

INVESTED  COMMON 

CAPITAL  EQUITY 

%  % 


6  BROWN  GROUP 

7  STRIDE  RITE 

8  HARTMARX 

9  FRUIT  OF  THE  lOOM 

10  OSHKOSH  B'COSH 

1 1  KELLWOOD 


740 

"iis' 

822" 
839' 
982' 
994 


571 
492 
490 
477 
346 
'3'3"6 


-9 
_56_ 
1 

22 
-17 
1 


1707 
379 
1I74 
]005_ 
_253_ 
724 


2 
14 

9 
15 
12' 


30.1 
'34.7' 

38.0 
'73.0' 

'I's.i' 

'32.0' 


-36 
44 


93_ 
-21 

lb' 


776 
'243" 
'734' 

TsTo" 

147 
417 


11 
28~ 
11 
'12' 
33~ 
~lb~ 


25^4 
_9.6_ 
12.7 
]8^7_ 
15.3 


8.5 
25'9' 
10.6 
32T6' 
19.2 
17.9 


6B  APPLIANCES  &  HOME  FURNISHINGS 


GROUP  COMPOSITE 

8780 

10 

14433 

II 

675.9 

3 

9395 

13 

12.3 

16.8 

1  WHIRLPOOL 

305 

1836 

-3 

4421 

5 

161.3 

-14 

3410  9 

12.2 

12.2 

2 

ARMSTRONG  WORLD  INDUSTRIES 

352 

1624 

-8 

2680 

13 

162.7  8 

1678 

15 

14.8 

NA 

3 

MAYTAG 

367 

1521 

-17 

1890 

4 

135.5 

-8 

976 

11 

NA 

28.9 

4 

CIRCUIT  CITY  STORES 

514 

971 

55 

1619 

30 

63.0 

43 

686 

11 

18.9 

25.9 

5 

OHIO  MATTRESS 

578 

819 

138 

662 

1 1 

33.2 

42 

542 

3 

9.6 

12.7 

6 

LEGGEn  &  PLAn 

873 

430 

-8 

810 

19 

37.7 

-2 

478 

20 

NA 

15.7 

7 

MOHASCO 

877 

425 

-1 

804 

0 

-0.6 

NM 

639 

66 

-0.6 

-10.7 

8 

INTERTAN 

898 

408 

112 

613 

19 

31.5 

5559 

373 

14 

15.7 

19.5 

9 

PIER  1  IMPORTS 

919 

390 

51 

388 

23 

19.9 

23 

286  18 

12.5 

17.8 

10 

KIMBALL  INTERNATIONAL 

966 

355 

-19 

546  8 

31.6 

-9 

328 

2 

13.1 

13.4 

6C  BEVERAGES 

GROUP'cOMmifE 


45126 


19  39091 


13 


2963.8 


20 


34778 


24.1 


22.8 


1  COCA-COLA 

2  PEPSICO 

3  ANHEUSER-BUSCH 

4  COCA-COLA  ENTERPRISES 

5  BROWN-FORMAN 

6  GENERAL  CINEMA 

7  ADOLPH  COORS 


16 
39 
44 

264 

325' 

337 

659 


18006 
1 

9600 
"2T4'3' 
1749 
1724 
673 


22 
23' 
"3' 

yf_ 

15 
'35' 
-1 1 


8338 
'13007' 
8924 
'3874' 
1048 
2378 
'1522' 


9 
14 

7 
16 
-5 
75_ 
"13' 


1044.7 
762.2 
715.9 
152.6 
142.2 
99.3 
46.9 


14 
26^ 
]6_ 
73~ 
32' 
2 
-3' 


7451 
in35 
7110 
4669 
1008 
1898 
1508 


-_13_ 
23_ 

9 
-2' 
-9 
15 

4 


27^6_ 
NA 

17^0_ 
7.1 

22.1 

10.8 
NA 


33^1 
25.7" 
23. T 

9^2 
29.0 
16.2 

4.4 


"^NAL  CARE 


GROUP  COMPOSITE 

35354 

5 

40794 

14 

2446.9 

53 

31730 

6 

20.3 

19.6 

1    PROCTER  &  GAMBLE 

21 

15315 

10 

20368 

14 

1128.0 

135 

15793 

4 

14.2 

16.3 

2 

GILLETTE 

166 

3381 

-27 

3581 

13 

268.5 

17 

2818 

5 

NA 

NM 

3 

COLGATE-PALMOLIVE 

177 

3201 

5 

4734 

8 

152.7 

NM 

3344 

4 

13.0 

15.1 

4 

INTL.  FLAVORS  S  FRAGRANCES 

292 

1915 

0 

840 

13 

128.7 

20 

882  1 

20.0 

19.3 

5 

AVON  PRODUCTS 

328 

1742 

7 

3063  18 

121.1 

-47 

2460 

-2 

16.1 

46.6 

6 

CLOROX 

335 

1729 

-3 

1354 

14 

138.5 

15 

1 161 

19 

18.2 

18.3 

7 

BAUSCH  &  LOMB 

391 

1404 

4 

978 

16 

97.9 

15 

121 1 

24 

15.0 

16.5 

8 

TAMBRAHDS 

407 

1316 

5 

563 

9 

85.3 

1 1 

465 

14 

NA 

24.7 

9 

NOXEIL 

596 

789 

-17 

522 

7 

51.0 

17 

330 

12 

21.0 

20.7 

10 

ECOLAB 

600 

773 

1212 

19 

44.1 

6 

943 

-2 

9.2 

10.6 

n 

SHAKIEE 

692 

625 

132 

627 

10 

27.2 

16 

418 

1 1 

10.1 

10.7 

12 

NEUTROGENA 

754 

560 

-22 

184 

23 

24.1 

34 

93 

31 

40.8 

40.8 

13 

BLOCK  DRUG 

771 

546 

16 

395 

16 

42.4 

16 

396 

15 

NA 

14.2 

14 

STANHOME 

797 

514 

50 

480 

1 1 

40.6 

24 

276 

13 

30.9 

28.3 

15 

ALBERTO-CULVER 

861 

445 

-1 

634  18 

25.6  18 

321 

17 

14.1 

18.3 

16 

NCH 

921 

386 

-4 

545 

13 

34.9 

30 

^  345 

9 

17.1 

18.3 

17 

MINNETONKA 

931 

377 

67 

214 

40 

15.8 

56 

149 

66 

NA 

26.3 

18 

CHEMED 

995 

336 

2 

501 

28 

20.6  1 

323 

22 

13.4 

17.7 
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6E  TOBACCO 

GROUP  COMPOSIfE 

55577 

35 

63996 

12 

4282.4 

18 

47774 

8 

46.1 

26.9 

1 

PNIliP  MORRIS 

5 

26992 

21 

31742 

13 

2124.0 

15 

20295  8 

NA 

29.0 

2 

RJR  NABISCO 

12 

19300 

49 

16956  8 

1393.0 

29 

17838 

6 

16.8 

26.0 

3 

AMERICAN  BRANDS 

77 

6017 

19 

11980 

19 

540.8 

8 

7904 

13 

13.7 

22.0 

4 

UST 

220 

2640 

58 

619 

7 

162.2 

24 

598 

9 

35.4 

36.8 

.5 

UNIVERSAL 

687 

629 

22 

2700 

18 

62.5  1 

1140 

13 

16.1 

16.3 

1 

CONTAINERS  & 

PACKAGING 

INDUSTRY  COMPOSITE 

11674 

18 

15650 

13 

1332.8 

50 

12335 

9 

25.7 

23.4 

7A  GLASS,  METAL  & 

PLASTIC 

GROUP  COMPOSITE 

1903 

8 

2907 

5 

126.1 

-15 

1950 

6 

15.4 

12.1 

1 

CROWN  CORK  «  SEAL 

416 

1277 

29 

1834 

7 

93.4 

6 

1073  1 

15.4 

15.1 

2 

BALL 

691 

626 

-23 

1073 

2 

32.7 

-46 

876 

12 

NA 

7.7 

7  B  ^  ^  "  E  R 

GROUP  COMPOSITE 

9772 

20 

12742 

15 

1206.6 

64 

10386 

10 

27.0 

26.7 

1    STONE  CONTAINER 

316 

1799 

-3 

3742 

16 

341.8 

112 

2395 

5 

21.8 

35.6 

2 

SONOCO  PRODUCTS 

361 

1557 

37 

1600 

22 

96.3 

57 

977 

1 1 

15.8 

22.2 

3 

TEMPIE-IHLAND 

384 

1434 

8 

1774 

1 1 

199.2 

41 

1982 

10 

13.8 

18.9 

4 

JEFFERSON  SMURFIT 

449 

1 161 

4 

1255 

14 

144.5 

57 

764 

14 

36.3 

49.7 

5 

FEDERAL  PAPER  BOARD 

485 

1046 

32 

1 117 

9 

143.3 

94 

1335 

13 

17.0 

NA 

6 

POTLATCH 

547 

885 

-1 

1084 

9 

112.4 

28 

1418 

9 

11.8 

NA 

7 

LONCVIEW  FIBRE 

623 

728 

30 

690 

20 

99.2 

47 

652 

19 

21.6 

28.1 

8 

BEMIS 

678 

642 

28  ^ 

1069 

15 

39.6 

24 

595 

9 

13.5 

17.1 

9 

GREIF  BROS. 

790 

520 

25 

412 

16 

30.3 

47 

267  8 

13.1 

13.1 

ft 

DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

101012 

18 

203997 

12 

6899.7 

7 

159786 

8 

21.3 

15.8 

1 

WAL-MART  CTORES 

15 

18590 

11 

20649 

29 

837.2 

33 

7032 

18 

24.3 

31.0 

2 

SEARS,  ROEBUCK 

18 

16341 

13 

50251 

9 

1032.3 

-40 

77533 

2 

15.9 

7.4 

3 

H  MART 

52 

7703 

6 

27655 

7 

802.9 

16 

12126 

9 

13.3 

17.3 

4 

J.  C  PENNEY 

70 

6473 

-4 

15296 

-3 

807.0 

33 

12254 

4 

14.8 

25.5 

5 

MAY  DEPARTMENT  CTORES 

86 

5595 

-4 

11742 

15 

503.0 

14 

8144 

32 

NA 

17.8 

6 

LIMITED 

94 

5376 

32 

4071 

15 

245.1 

4 

2146 

11 

17.9 

29.7 

7 

TOYS  'R'  OS 

110 

4869 

7 

4000 

28 

268.0 

31 

2903 

24 

19.5 

21.2 

8 

MELVILU 

120 

4469 

23 

6780 

14 

354.5 

24 

2736 

23 

NA 

23.2 

9 

DAYTON  HUDSON 

153 

3724 

15 

12204 

14 

287.9 

26 

6823 

9 

10.0 

15.2 

10 

F.  W.  WOOIWORTH 

179 

3164 

1 

8088 

13 

288.0 

15 

3919  18 

16.2 

16.9 

1 1  NORDSTROM 

222 

2607 

26 

2328 

21 

123.3 

33 

1512 

22 

16.1 

20.7 

12 

PRICE 

315 

1803 

-6 

4338 

24 

102.8 

26 

1226 

28 

14.8 

19.7 

13 

HOME  DEPOT 

330 

1739 

41 

2000 

38 

76.8 

42 

699 

32 

17.0 

20.0 

14 

DIUARD  DEPARTMENT  CTORES 

355 

1595 

29 

2558 

16 

113.8 

25 

1717 

15 

14.0 

16.6 

15 

MERCANTILE  CTORB 

357 

1589 

-1 

2266 

5 

144.5 

12 

1496 

7 

13.8 

15.5 

16 

CAP 

386 

1425 

70 

1252  18 

74.2 

7 

481 

11 

27.8 

29.1 

17 

ZAYRE 

389 

1410 

16 

1921 

2 

55.1 

-55 

1868 

-27 

8.5 

10.3 

18 

TJX 

426 

1259 

29 

1921 

17 

85.8 

29 

760 

23 

23.5 

28.7 

19 

PETRIE  CTORES 

545 

889 

-9 

1218 

-2 

r  35.1 

-26 

863 

-23 

5.8 

5.8 

20 

LOWE'S 

553 

868 

10 

2517 

3 

69.2 

24 

r  1109 

-1 

11.1 

1 1.9 

21 

U.  S.  SHOE 

561 

856 

-23 

2274 

5 

5.3 

-87 

1 197 

1 1 

2.9  1.1 

22 

CHARMING  SHOPPES 

572 

832 

26 

725 

14 

38.2 

-10 

377 

25 

NA 

17.9 

23K 

LANDS'  END 

670 

656 

56 

456 

36 

32.3 

46 

149 

49 

38.2 

40.4 

24 

HECHINGER 

684 

632 

-8 

1019 

41 

48.8 

22 

653 

14 

11.0 

13.8 

25 

SERVICE  MERCHANDISE 

703 

612 

149 

3093 

14 

76.5 

207 

171 1 

10 

13.4 

25.4 

26 

SPIEGEL 

721 

591 

21 

1402 

32 

57.0 

39 

1207 

42 

8.0 

18.0 

27 

AMES  DEPARTMENT  CTORES 

732 

581 

-3 

2159 

10 

41.3 

105 

2659 

192 

3.5 

9.2 

28 

PIC  'N'  SAVE 

743 

567 

-8 

402 

11 

46.9 

-1 

226 

5 

NA 

24.2 

29 

NEIMAN-MARCUS  GROUP 

745 

567 

9 

1331 

12 

13.0 

NM 

951 

23 

3.7 

NM 
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DODGE  DYNASTY  LE.  With  its  combination  of  elegance  and  value,  the  1989 
Dynasty  LE  gives  classic  performance  new  meaning.  With  room  for  six.  Plenty  of 
interior  amenities.  A  standard  V-6.  Available  anti-lock  brakes.  And  an  electronic 
4-speed  Ultradrive  automatic,  the  most  advanced  f  MP  HI fUlt  SPIRIT 
transmission  you  can  buy  Plus  our  exclusive  flft  Ji£f£ISKS 
7  year  or  70,000  mile  Protection  Plan*  Dodge OF UOuGE 
Dynasty.  Classic  performance  defined,  mm    W    -J  ^  rHEPB.FORMANCEo,v,s,oNOFCHf,ysLE.Marof,s 


THE  PERFORMANCE  DIVISION  OF  CHRYSLER  MOTORS/, 


*See  this  powertrain  limited  warranty  &  its  restrictions  at  dealer. 


BUCKLE  UP  FOR  SAFETY. 
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30 

HOME  SHOPPING  NETWORK 

786 

526 

-1 

745 

12 

21.1 

-9 

561 

3 

8.9 

13.0 

31 

COSTCO  WHOLESALE 

850 

459 

28 

2149 

39 

14.5 

221 

552 

30 

9.1 

13.2 

32 

TIFFANY 

881         422  81 

290 

26 

24.9 

48 

163 

28 

NA 

29.8 

33 

NEW  PROCESS 

900 

403 

76 

418 

15 

34.1 

51 

157 

16 

NA 

33.3 

34 

EDISON  BROTHERS  STORES 

917 

391 

41 

919 

-1 

36.3 

NM 

513 

22 

NM 

19.0 

35 

FRED  MEYER 

927 

381 

28 

2074 

12 

36.7 

14 

687 

10 

10.8 

15.1 

36 

ROSS  STORES 

957 

359 

115 

634 

10 

26.3 

127 

251 

6 

21.4 

19.7 

37 

CONSOLIDATED  STORES 

975 

351 

63 

627 

6 

22.6 

74 

332 

7 

12.3 

16.5 

38 

DRESS  BARN 

991 

340 

25 

228 

21 

17.6 

22 

96 

33 

28.7 

28.7 

9 

ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

68566 

-9 

105078 

13 

5666.3 

11 

96241 

11 

15.6 

12.8 

9A  ELECTRICAL 

PRODUCTS 

GROUP  COMPOSITE 

22477 

-3 

28889 

11 

2004.2 

4 

31057 

10 

40.9 

17.6 

1    WESTINGHOUSE  ELECTRIC 

51 

7720 

4 

12500 

10 

822.8 

-9 

16937 

1 1 

18.4 

21.7 

2 

EMERSON  ELECTRIC 

65 

6682 

-14 

6793  8 

540.7 

12 

5327 

5 

17.2 

18.7 

3 

COOPER  INDUSTRIES 

203 

2794 

-8 

4258 

19 

224.4 

29 

4384 

15 

9.8 

13.2 

4 

SQUARE  D 

395 

1368 

-10 

1657 

12 

118.9  8 

1336 

4 

NA 

13.8 

5 

RAVCHEM 

428 

1246 

-34 

1103 

9 

102.8 

15 

1183 

14 

13.3 

13.8 

6 

NATIONAL  SERVICE  INDUSTRIES 

451 

1  158 

-2 

1444 

7 

88.2 

12 

832  8 

15.3 

15.4 

7 

HUBBELL 

524 

938 

4 

614 

6 

71.3 

14 

532 

14 

18.5 

18.7 

8 

AMETEK 

739 

572 

-23 

521 

21 

35.1 

-4 

526 

-3 

NA 

13.5 

9B  ELECTRONICS 

GROUP  COMPOSITE 

19346 

-9 

39884 

10 

2259.2 

23 

34675 

11 

13.1 

13.3 

1  MOTOROLA 

98 

5220 

-17 

8250 

23 

445.0 

44 

6710 

22 

13.9 

13.6 

2 

RAYTHEON 

119 

4480 

-12 

8192 

7 

489.6 

10 

4740 

14 

25.3 

24.3 

3 

CM  HUGHES  ELECTRONICS 

NR 

3365 

-27 

11001 

6 

783.4 

17 

11808 

6 

10.6 

10.4 

4 

LinON  INDUSTRIES 

293 

1904 

-13 

4943 

4 

172.8 

14 

4950 

2 

9.9 

14.6 

S 

HARRIS 

474 

1079 

-10 

2105  1 

69.6 

-22 

2041 

16 

6.6 

7.0 

6 

GENERAL  INHRUMENT 

508 

984 

-14 

1268 

15 

84.3 

57 

1340 

26 

10.9 

13.8 

7 

LORAL 

540 

903 

-8 

1493 

20 

85.2 

23 

1447 

2 

11.5 

17.3 

8  E-SYCTEMS 

555 

865 

-7 

1439 

17 

74.6 

23 

758 

16 

13.9 

15.8 

9 

VARIAN  ASSOCIATES 

772 

545 

-12 

1 193 

16 

54.7 

NM 

882 

9 

12.5 

12.6 

RUMENTS 

GROUP  COMPOSITE 

9646 

-10 

18422 

15 

-77.1 

NM 

14310 

3 

-8.0 

-1.2 

1 

HONEYWELL 

210 

2712 

-6 

7148 

7 

-434.9 

NM 

5089 

-6 

NM 

-25.1 

2 

JOHNSON  CONTROLS 

421 

1265 

0 

3227  18 

104.6 

19 

2038 

15 

10.1 

11.9 

3 

GENERAL  SIGNAL 

522 

943 

-34 

1760 

10 

25.2 

-64 

1397 

2 

2.9 

2.7 

4 

PERKIN-ELMER 

525 

935 

-23 

1201 

22 

63.7 

NM 

1284 

-4 

NA 

9.2 

5 

MILLIPORE 

565 

851 

-24 

622  18 

54.5 

14 

539 

24 

12.5 

15.6 

6 

SEOUA 

683 

633 

-14 

1617 

80 

56.1 

5 

1620 

20 

7.6 

7.4 

7 

TEKTRONIX 

686 

631 

-22 

1431 

3 

-8.6 

NM 

1010 

4 

-2.2 

-1.7 

8 

MUSUREX 

800 

510 

-14 

265 

17 

37.1 

38 

303 

17 

18.0  18.1 

9 

APPLIED  BIOSYSTEMS 

869 

432 

23 

149 

38 

18.6 

55 

154 

10 

14.6 

14.6 

10 

FOXBORO 

926 

382 

3 

540 

7 

9.8 

NM 

443 

-4 

NM 

5.3 

11 

TERAOVNE 

970 

353 

-8 

462 

22 

-3.3 

NM 

434 

9 

NM 

-1.1 
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NATION'S  BUSINESS  TODAY'  ON  ESPN. 
WITH  THE  LATE-BREAKING  STORIES  THAT 
MORNING  PAPERS  JUST  CAN'T  COVER, 
WE  GIVE  YOU  A  COMPETITIVE  EDGE. 

The  business  world  is  still  up  after  most  newspapers  have 
been  put  to  bed.  So  a  lot  of  what  happens  overnight  catches 
them  napping.  And  if  you're  not  careful,  it  might  catch 
you  too. 

Which  is  why  you  should  wake  up  with  "Nation's 
Business  Today"  on  ESPN. 

Starting  every  weekday  at  6:30  AM  (ET),  "Nation's 
Business  Today"  brings  you  two  hours  of  up-to-the-minute 
business  news.  Broadcast  live  from  the  nation's  capital. 

We  cover  all  the  latest  financial  and  economic  develop- 
ments across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  it  easy  to  find  the 
information  most  critical 
to  your  own  business. 

We  also  provide 
interviews  with  today's 
business  leaders.  Special 
reports  on  small  business, 
technology,  international 
trade,  investment  oppor- 
tunities and  the  movers 


Daily  News 

Schedule 

1st 

2nd 

3rd 

4th 

(All  Times  Eastern) 

'fchr 

'fchr 

Vzhr 

V2hr 

Top  Business  News 

6:30 

7:00 

7:30 

8  00 

Financial  News 

6  35 

7:05 

7:35 

805 

Small  Business  News 

6  40 

7:10 

7:40 

8:10 

Special  Business 

Features 

6:50 

7:50 

CEO  Close-Ups 

7:15 

8:15 

Internat'l  Business  Line 

7:25 

and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grant  is 
an  award-winning  anchorman  and  investigative  reporter  as 
well  as  a  nationally  renowned  business  and  government 
expert.  Meryl  Comer  is  an  Emmy  Award-winning  producer 
and  journalist.  Together,  they  bring  more  than  40  years  of 
solid  business  news  expertise  to  ESPN.  But  it  should  come 
as  no  surprise  that  a  network  so  acclaimed  for  covering 
tough  competitors  at  play  would  be  equally  good  at  cover- 
ing them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  to 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 


6  1988  ESPN.  Inc 


Our  one  million-pixel  display 
enables  engineers  to  redefine 
automotive  excellence. 


Its  screen  is  21  feet  wide.  And  with  one  million 
pixels,  resolution  and  brightness  are  at  levels  never 
Defore  attained. 

But  high-definition  rear-projection  displays 
represent  more  than  a  quantum  leap  in  picture 
quality.  For  the  applications  of  th's  technolog}'  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 

C  1989  Hitachi,  Lid  .All  rights  reserved      Picture  simulated 


ferencing.  In  traffic  control.  In  powder  stations. 
CAD/CAM  systems.  In  medical  diagnosis  sys 

And  Hitachi  is  at  the  forefront  of  this  comi 
cation  revolution.  Building  displays  of  every  s 
Every  shape.  Meeting  every  need. 

This,  of  course,  should  come  as  no  surpri 
Because  Hitachi  isn't  just  an  electronics  compi' 
Or  a  computer  company  Or  a  household  appl-E 


company. 


Our  115,200-pixel,  5"  liquid  crysta' 
color  TV  is  a  clear  standout,  too. 


Some  of  our  biggest  ideas  are  incredibly  srnaii 


'e  re  a  US$46  billion  international  corpora- 
r  Dur  20,000  products  include  telecommunica- 
1  equipment.  Construction  machinery.  Rail 
I  )ortation.  Everything  from  vacuum  cleaners 
\  ver  plants. 

eluding  consumer  electronics.  Such  as  you 
i  're  in  our  115,200-pixel,  5"  liquid  cr>'stal 
1;  television.  It  s  super  clear.  And  it,  too,  is 
'  -d  with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

*Net  sales  for  the  year  ending  March  31, 1988.  US$1  =  ¥125. 


0  HITACHI 


HitSChi,  Ltd.  Tokyo,  Japan 
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COMPANY 

MARKET  VAIUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$MIL 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1988 
$MIL. 

CHANGE 
FROM 
1987 

% 

12 

MONTHS 
1988 
$MIL. 

CHANGE 
FROM 
1987 

% 

12 

MONTHS 
1988 
$MIL. 

CHANGE 
FROM 
1987 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

9D  SEMICONDUCTORS 

GROUP  COMPOSITE 

17098 

-14 

17883 

23 

1480.0 

66 

16200 

19 

16.1 

16.4 

1  AMP 

115 

4619 

-20 

2670 

15 

319.1 

28 

2376 

14 

20.5 

21.0 

2 

INTEL 

123 

4423 

-17 

2875 

51 

452.9 

83 

3550 

42 

19.8 

21.8 

3 

TEXAS  INSTRUMENTS 

186 

3044 

-28 

6295 

13 

366.3 

14 

4428 

12 

13.6 

19.5 

4 

MOLEX 

568 

838 

-25 

550 

26 

56.3 

12 

528 

13 

NA 

14.5 

5 

NATIONAL  SEMICONDUCTOR 

587 

801 

-42 

2516 

29 

-0.1 

NM 

1842 

3 

-0.0 

-1.2 

6 

THOMAS  &  SETTS 

591 

795 

-13 

515  18 

58.7 

21 

493 

20 

NA 

19.1 

7 

ADVANCED  MICRO  DEVICES 

669 

657 

-33 

1 126 

13 

19.3 

NM 

1081 

2 

NA 

1.4 

8 

MICRON  TECHNOLOGY 

680 

639 

25 

368 

218 

121.7 

NM 

495 

260 

NA 

31.0 

9 

ANALOG  DEVICES 

815 

494 

-26 

452 

16 

41.1 

85 

448 

12 

1 1.5 

12.1 

10 

LSI  LOGIC 

885 

415 

1 

379 

45 

23.8 

122 

715 

14 

4.9 

7.5 

II 

CYPRESS  SEMICONDUCTOR 

943 

373 

-13 

139 

80 

20.8 

81 

245 

13 

1 1.5 

11.7 

FOOD 

INDUSTRY  COMPOSITE 

91303 

11 

220S90 

14 

5974.3 

10 

90739 

20 

15.9 

20.7 

DISTRIBU 

i  1  O  N 

GROUP  COMPOSITE 

5131 

19 

30903 

19 

333.7 

27 

7615 

50 

10.0 

15.8 

1  SYSCO 

290 

1925 

29 

5561 

39 

96.8 

44 

1835 

89 

9.5 

16.3 

2 

SUPER  VALU  STORES 

322 

1768 

10 

10025 

7 

129.5 

19 

2383 

14 

13.0 

17.3 

3 

FLEMING 

551 

871 

1 1 

10467 

21 

65.4 

32 

2387 

91 

7.4 

12.0 

4 

WETTERAU 

742 

567 

1 1 

4850 

23 

42.0 

12 

1010 

32 

10.9 

18.9 

Tioci  Ponr>  'JROCESSING 

GROUP  COMPOSITE 

68622 

14 

107093 

12 

4692.9 

13 

58547 

13 

17.8 

19.8 

1  KELLOGG 

56 

7220 

1 1 

4349 

15 

480.4 

21 

3307 

23 

28.1 

34.3 

2 

H.  J.  HEINZ 

74 

6318 

12 

5639 

11 

424.7 

12 

4032 

13  ^ 

18.8 

26.7 

3 

RALSTON  PURINA 

90 

5468 

3 

6046 

7 

372.6 

n 

4198 

10 

19.6 

29.6 

4 

SARA  LEE 

97 

5233 

13 

1 1206 

16 

376.9 

28 

5663 

12 

NA 

20.0 

5 

GENERAL  MILLS 

114 

4747 

9 

5429 

10 

280.7 

13 

2870 

9 

22.6 

33.6 

6 

BORDEN 

130 

4222 

3 

7244 

1 1 

31 1.9 

17 

4440 

8 

13.1 

16.9 

7 

ARCHER-DANIELS-MIDLAND 

136 

4071 

15 

7379 

19 

364.4 

10 

4817 

5 

11.6 

12.9 

8 

CPC  INTERNATIONAL 

137 

4064 

2 

4700 

-4 

289.1 

-19 

3342 

3 

NA 

25.4 

9 

CAMPBELL  SOUP 

141 

4010 

2 

5269 

14 

258.8 

-2 

4100 

24 

11.3 

13.3 

10 

QUAKER  OATS 

142 

3980 

4 

5616 

15 

259.2 

24 

2942 

6 

18.2 

20.1 

II 

CONAGRA 

237 

2472 

20 

10341 

12 

171.7 

16 

3994 

36 

15.8 

19.2 

12 

HERSHEY  FOODS 

249 

2322 

-5 

2168 

16 

144.5 

16 

1765 

14 

13.0 

14.9 

13 

CASTLE  S  COOKE 

362 

1555 

45 

2469 

33 

1 12.3 

26 

1836 

46 

12.0 

14.5 

14 

WM.  WRIGIEY  JR. 

378 

1469 

-10 

891 

14 

87.2 

24 

440 

8 

28.4 

28.3 

IS 

GERBER  PRODUCTS 

413 

1284 

41 

1017 

1  1 

76.7 

54 

662 

-8 

17.1 

21.0 

16 

PIOHEER  HI-BRED  INTERNATIONAL 

453 

1154 

4 

863 

5 

61.0 

24 

979 

2 

NA 

11.0 

17 

HOLLY  FARMS 

462 

1 125 

116 

1798 

17 

69.0 

59 

784 

11 

12.4 

15.6 

18 

TYSOH  FOODS 

513 

974 

13 

2001 

1 1 

83.5 

19 

918 

13 

17.4 

23.2 

19 

GEO.  A.  HORMEL 

571 

834 

-15 

2289 

-6 

61.7 

15 

707  1 

15.3 

14.7 

20 

DEAH  FOODS 

590 

795 

3 

1612  8 

54.2 

20 

r  563 

13 

17.6 

16.6 

21 

IBP 

614 

745 

13 

9066 

18 

62.3 

-8 

1324 

3 

10.2 

13.1 

22 

Mccormick 

699 

620 

16 

1 184 

10 

35.6 

46 

770 

2 

11.8 

12.1 

23 

FLOWERS  IHDUSTRIES 

731 

582 

-13 

753 

-3 

41.0 

25 

438 

7 

14.9 

20.0 

24 

UNITED  BRANDS 

734 

579 

-21 

3503 

7 

60.4 

-2 

1477 

27 

10.1 

15.1 

fe 
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A  Reminder  Of 
How  Many  Things  Are  Built 
Around  a  Strong  Center. 

Just  as  things  in  nature  expand  and  grow  from  the 
center,  business  expands  naturally  from  Missoun, 

We're  the  geographic  and  population  center  of  the 
country.  At  the  crossroads  of  ten  interstate  highways, 
the  second  and  third  largest  rail  terminals  in  the  coun- 
try', and  the  second  largest  inland  waterway. 

Add  to  that  a  manufactunng  climate  ranked  No.  2 
in  the  nation,  and  you  begin  to  see  why  companies  like 
Hallmark  Cards,  Anheuser-Busch  and  350  other  For- 
tune 500  companies  have  located  in  Missoun. 

If  you're  a  manufacturer,  wnte  or  call  us  toll-free 
today.  You'll  find  that  when  it  comes  to  business, 
Missoun's  the  natural  choice. 

Missouri 

Advantage 


.4 

I'- J 


Name  . 


Company/Title . 

Address  

City  


.Zip. 


1-800-523-1434 

Mailto  The  Missouri  Advantage,  PO  Box  1 18  Jefferson  Cuy  MO65102  6527-B\\' 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN  ! 

TOP 
1000 
RANK 

$  MIL. 

CHANGE 
FROM 
1988 

% 

12 
MONTHS 
1988 
$  MIL 

CHANGE 
FROM 
1987 

% 

12 

MONTHS 
1988 
$  MIL. 

CHANGE 
FROM 
1987 

% 

12 

MONTHS 
1988 
SMIL. 

CHANGE 
FROM 
1987 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 
% 

I 

.\  ■ 

2S 

LANCE 

741 

570 

-7 

408 

7 

39.1 

3 

251 

3 

20.0 

20.0 

26 

UNIVERSAL  FOODS 

767 

549 

54 

722  1 

29.9 

14 

447 

1 1 

12.2 

16.2 

27 

TUON  RANCH 

784 

529 

58 

14 

5 

1.4 

35 

42 

31 

NA 

4.8 

28 

J.  M.  SMUCKER 

871 

432 

14 

353 

15 

1  26.8 

24 

188 

16 

18.9 

19.8 

29 

INTERNATIONAL  MULTIFOODS 

951 

364 

-21 

1847 

14 

35.9 

25 

855 

5 

10.2 

11.5 

30 

SAVANNAH  FOODS  &  INDUCTRIES 

997 

334 

79 

917 

4 

20.1 

43 

395 

10 

13.1 

16.0 

IOC  FOOD  RETAILING 

GROUP  COMPOSin 

17551 

1 

82596 

14 

947.8 

-6 

24578 

31 

13.6 

32.0 

1    FOOD  LION 

178 

3179 

-7 

3815 

29 

1  12.5 

31 

944 

28 

21 .9 

28.0 

2 

ALBERTSON'S 

224 

2594 

36 

6773 

15 

162.5 

30 

1594 

1 4 

18.2 

21.5 

-- 
-- 

3 

GREAT  ATLANTIC  &  PACIFIC  TEA 

306 

1830 

32 

9868 

2 

122.3 

24 

2337 

4 

1 1.9 

13.0 

- 

1 

4 

WINN-DIXIE  STORES 

318 

1 787 

4 

9088 

3 

128.3 

12 

1631 

6 

17.2 

17.2 

5 

AMERICAN  STORES 

343 

1681 

-4 

18478 

29 

98.3 

-36 

71 12 

92 

5.3 

8.4 

-- 

6 

GIANT  FOOD 

394 

1368 

35 

2904  8 

89.4 

41 

961 

12 

16.5 

22.4 

7 

WEIS  MARKETS 

402 

1328 

_6 

1189 

5 

82.6 

9 

596 

1 1 

1 6.8 

1 6.8 

-- 

8 

BRUNO'S 

539 

907 

-7 

2063 

34 

44.5 

19 

631 

1 1 

13.8 

16.4 

-- 

9 

KROGER 

580 

815 

-67 

19053  8 

34.5 

-81 

4706 

1 0 

-6.2 

-0.6 

-- 

10 

CIRCU  K 

657 

673 

24 

3231 

25 

52.5 

2 

1800 

42 

7.1 

15.7 

-- 

n 

VOHS 

759 

557 

1 79 

3917 

NA 

-23.9 

NA 

1628 

56 

NM 

-12.3 

12 

HANNAFORD  BROTHERS 

820 

491 

32 

1262 

22 

28.9 

20 

387 

27 

1 3.3 

18.0 

-- 
-- 

13 

BIG  BEAR 

987 

340 

62 

955 

9 

1 5.3 

() 

250 

10 

13.8 

13.8 

11 

FUEL 

t 

INDUSTRY  COMPOSITE 

221569 

7 

348031 

5 

16506.1 

128 

349019 

0 

14.3 

12.3 

i 

1  1  A  COAL 

"1 

-] 

GROUP  COMPOSITE 

2239 

38 

3572 

27 

282.5 

NM 

3798 

23 

64.7 

15.5 

1    CYPRUS  MINERALS 

496 

1019 

60 

1327 

67 

170.0 

550 

1600 

39 

14.4 

17.3 

\ 

2 

PITTSTON 

663 

669 

49 

1583 

15 

36.8 

NM 

992 

4 

8.5 

8.4 

3 

NERCO 

763 

551 

7 

662 

5 

75.6 

26 

1206 

23 

17.2 

19.2 

n  B  OIL  &  GAS 

j 

GROUP  COMPOSITE 

201366 

8 

329469 

4 

15626.5 

117 

327709 

0 

14.6 

12.7 

1  EXXON 

2 

59023 

-3 

80214 

3 

5260.0 

9 

71721 

2 

NA 

16.8 

2 

AMOCO 

10 

20844 

7 

21  157 

5 

2063.0 

52 

29919 

19 

12.1 

15.7 

3 

MOBIl 

1 1 

20434 

9 

54877 

7 

2038.0 

67 

38820 

-4 

NA 

13.3 

4 

CHEVRON 

14 

18645 

15 

28900  -1 

1768.0 

41 

33485 

-2 

NA 

1 1.9 

5 

ATUNTIC  RICHFIELD 

19 

15627 

9 

18324  8 

1583.0 

29 

21514 

-6 

NA 

25.9 

6 

TEXACO 

33 

12917 

18 

35138  -1 

1304.0 

NM 

26337 

-22 

NM 

13.3 

7 

OCCIDENTAL  PETROLEUM 

55 

7235 

26 

19417 

14 

313.0 

70 

20747 

24 

5.2 

4.8 

8 

BURLINGTON  RESOURCES 

67 

6583 

NA 

2167 

-9 

69.6 

-70 

5589 

6 

3.6 

2.3 

9 

PHIUIPS  PnROUUM 

88 

5534 

36 

1  1304 

5 

650.0 

1757 

11968  -1 

15.3 

32.0 

10 

UNOUL 

105 

4946 

12 

9154 

5 

24.0 

-87 

9508 

-6 

NM 

1.2 

11 

SUN 

151 

3766 

-39 

10000 

2 

7.0 

-98 

1 1932 

4 

NM 

0.1 

12 

SUN  EXPLORATION  t  PRODUaiOH 

167 

3357 

NA 

1286 

-9 

-305.0 

NM 

5429 

NA 

NM 

-23.8 

13 

PENNZOIL 

188 

3022 

-6 

2124 

17 

-187.0 

NM 

4480 

9 

NM 

-15.7 

14 

AMERADA  HESS 

193 

2972 

18 

4264 

-1 1 

124.2 

-46 

4993 

-8 

NM 

5.8 

15 

ASHUND  OIL 

243 

2349 

21 

7952  8 

239.6 

64 

4322 

6 

14.5 

20.0 

16 

KERR-McGEE 

281 

1981 

7 

2743 

5 

1 10.1 

31 

3123 

0 

NA 

7.9 

17 

COASTAL 

307 

1829 

48 

8237 

1 1 

157,4 

39 

7640  -1 

10.0 

12.3 
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Charlton  Heston  

Internationally  acclaimed  stage  and  screen 
star.  Insight  reader 

Admittedly,  Charlton  Heston  is  better 
known  in  his  role  of  Moses  leading  the 
faithful  out  of  Egypt.  But  to  us,  he's  just 
one  more  faithful  reader.  With  star  quality 

Actor,  motion  picture  director,  indus- 
try spokesman,  artist  and  author,  he 
plays  many  leading  parts.  And  he's  one 
of  four  million  influentials  who  read 
Insight  every  week.  Readers  with  the 
highest  concentration  of  affluence  of 
any  national  newsweekly. 

Why  does  Charlton  Heston  read 
Insight^ 

"I'm  a  print  freak  — books,  news- 
papers, a  slew  of  magazines.  I  read 
Insight  because  I  know  it  will  give  me 
all  sides  of  an  issue,  clear  and  clean 
of  bias.  It  has  balance.  I  also  think  it's 
very  well  written." 

if  you'd  like  your  advertising  to 
be  seen  by  people  in  the  limelight, 
ask  your  agency  about  Insight.  Or 
call  us  direct. 

In  New  York,  our  representative  is 
Jack  Mandable  at  212/599-1730.  In 
Chicago,  call  Dick  Weithas  at  312/ 
346-8810.  In  Detroit,  call  Craig  Rebold 
at  313/354-5050.  in  Los  Angeles,  call 
Bill  Bauer  at  213/820-1550. 


Talk  to  the 
powers  that  be. 


Just  another  leader. 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN  1 

TOP 
1000 
RANK 

SMIL. 

CHANGE 
FROM 
1988 

% 

12 

MONTHS 
1988 
$MIL 

CHANGE 
FROM 
1987 

% 

12 
MONTHS 
1988 
$MIL. 

CHANGE 
FROM 
1987 

% 

12 
MONTHS 
1988 
$MIL. 

CHANGE 
FROM 
1987 

% 

ON 
INVESTED 
CAPITAL 

% 

ON  1 

COMMON 
EQUITY 

% 

IS 

AHADARKO  PETROLEUM 

401 

1 329 

4 

333 

45 

39  7 

337 

1490 

4 

7  7 

B  O 

tj.y 

19 

MAPCO 

414 

1 28 1 

22 

1802 

10 

1 17.1 

105 

1376  1 

16.1 

20.0 

20 

MURPHY  OIL 

431 

1 228 

29 

1525  1 

38.7 

NM 

1973 

-1 

NM 

5.4 

21 

UNION  TEXAS  PETROLEUM 

481 

1068 

1 2 

1 152 

-10 

109.3 

95 

1717 

5 

NA 

41 .0 

22 

LOUISIANA  LAND  t  EXPLORATION 

488 

1040 

-5 

726 

-12 

-70.2 

NM 

1429 

-1 1 

NA 

-14.1 

23 

AMERICAN  PETROFINA 

510 

980 

1 1 

2635 

6 

1 32.9 

60 

1702 

-6 

14.0 

16.5 

24 

MAXUS  ENERGY 

642 

696 

0 

575 

-12 

-61 .6 

NM 

1797 

-6 

NA 

NM 

25 

HAMILTON  OIL 

647 

693 

1 

195 

-8 

16.8 

5 

1080 

27 

NA 

4.1 

36 

MITCHELL  ENERGY  «  DEVELOPMENT 

673 

649 

22 

581 

3 

0.4 

-94 

1939 

-6 

2.7 

0.1 

27 

DIAMOND  SHAMROCK  RAM 

841 

473 

38 

1804 

4 

54.3 

472 

843 

2 

13.1 

15.3 

28 

QUAKER  STATE 

852 

458 

-22 

869 

-4 

1 4.9 

NM 

740 

0 

5.4 

4.7 

29 

SAN  JUAN  BASIN  ROYALTY  TRUST 

897 

408 

10 

15 

-15 

15.1 

-15 

99 

-3 

NM 

15.3 

1                       UM  SE 

RViC 

ES 

GROUP  COMPOSITE 

17964 

-4 

14990 

18 

597.1 

950 

17513 

-4 

5.1 

6.3 

1  SCHIUMBERCER 

49 

9109 

-10 

4925 

12 

453.9 

-10 

5600 

-17 

NA 

12.1 

2 

HALLIBURTON 

175 

3205 

-1 1 

4839 

26 

84.6 

76 

4772 

12 

4.9 

4.0 

3 

BAKER  HUGHES 

284 

1971 

-9 

2336 

16 

58.1 

NM 

2100 

-3 

6.6 

5.3 

4 

OCEAN  DRILLIHG  8  EXPLORATION 

542 

895 

-12 

406 

4 

-30.4 

NM 

1039 

4 

NA 

-7.3 

5 

CAMERON  IRON  WORKS 

648 

690 

36 

559 

19 

2.9 

NM 

762 

-6 

2.4 

-0.8 

6 

HELMERICH  t  PAYNE 

718 

595 

-3 

141 

17 

20.3 

24 

576 

0 

4.9 

4.7 

7 

CBI  INDUSTRIES 

783 

530 

-11 

1376 

19 

27.5 

50 

1343 

6 

4.4 

4.5 

8 

NOBLE  AFFILIATES 

793 

519 

-14 

192  1 

11.8 

-28 

519 

-12 

6.0 

6.0 

9 

ROWAN 

859 

449 

-18 

217 

51 

-31.6 

NM 

801 

-3 

NA 

-6.3 

HEALTH  CARE 

INDUSTRY  COMPOSITE 

180512 

10 

114637 

11 

10871.2 

46 

105397 

6 

27.5 

23.6 

GROUP  COMPOSITE 

6502 

-1 

20936 

12 

439.5 

24 

7342 

8 

13.2 

WALGREEN 

262 

2145 

6 

4980 

12 

135.0 

24 

1634 

7 

16.3 

18.6  I 

2 

RITE  AID 

397 

1353 

-10 

2746 

21 

95.3 

10 

1413 

13 

14.3 

15.7  ■ 

3 

MtKESSON 

420 

1267 

-1 

7052  8 

91.1 

21 

2292 

0 

10.9 

13.1  ■ 

4 

LONGS  DRUG  STORES 

634 

705 

-1 

1925 

9 

55.9 

14 

493 

4 

18.7 

18.7  ■ 

5 

MEDCO  CONTAINMENT  SERVIUS 

'  770 

548 

-13 

606 

45 

24.6 

54 

477 

41 

7.5 

9.2  ■ 

6 

BERGEN  BRUNSWIG 

^  829 

485 

37 

3627 

14 

37.6 

103 

1033 

13 

11.7 

16.4 

1  2  B     ^  I*    5  ^ 

-  • 

^  R  ^  y\ 

GROUP  COMPOSITE 

107301 

11 

42442 

12 

6064.3 

15 

46861 

8 

26.7 

25.9 

1  MERCK 

7 

25590 

22 

5940 

17 

1206.8 

33 

6128  8 

37.5 

45.2 

2 

ELI  LIUY 

27 

13832 

17 

4070 

12 

761.0 

85 

5263  1 

NA 

23.6 

3 

AMERICAH  HOME  PRODUCTS 

37 

12438 

4 

5501 

9 

932.2 

10 

461 1 

0 

NA 

33.0 

4 

PFIZER 

46 

9242 

1 

5385 

9 

791.3 

15 

7638 

10 

18.8  18.4 

S 

SCHERING-PIOUGH 

60 

7031 

14 

2969 

10 

389.8 

23 

3426  8 

26.3 

24.3 

6 

SQUIBB 

68 

6494 

-7 

2586 

20 

425.5 

19 

3083 

1 1 

32.2 

32.1 

7 

SMITHKLINE  BECKMAN 

71 

6427 

-13 

4749 

10 

229.2 

-60 

5017 

13 

14.6 

14.8 

8 

WARNER-LAMBERT 

91 

5466 

0 

3908 

14 

340.3 

15 

2703 

9 

NA 

36.2 

9 

UPJOHN 

92 

5442 

-7 

2754 

9 

353.4 

16 

3139 

3 

19.0 

20.0 

10 

SYHTEX 

104 

4972 

13 

1336 

12 

318.9 

17 

1437 

16 

40.4 

43.8 

11 

MARION  LABORATORIES 

156 

3616 

5 

827 

19 

181.0 

45 

627 

41 

47.5 

39.2 

12 

GENENTECH 

358 

1574 

-56 

323 

48 

20.6 

-51 

669  8 

4.5 

5.0 
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Bonneville  SSE. 
The  Sensuous  Sport  Express. 

It's  Pontiac's  purest  expression  of  the  ultimate  American  touring  sedan.  SSE  boasts  165  horses 
of  fuel-injected  power  packed  into  its  3.8  liter  3800  SFI V6  engine.  Variable-ratio  power  rack-and-pinion 
steering,  Goodyear  Eagle  GT+4  radial  tires  and  16x7"  Aero-lite  cast  aluminum  wheels  are  all 
standard.  A  computer-controlled  anti-lock  brake  system  controls  the  brakes  under  adverse  stopping  conditions. 
Articulating  front  bucket  seats  with  14-way  adjustable  power  allow  fore-aft  or  forward-back  tilt 
positions  in  addition  to  a  full  range  of  lumbar  support  adjustments.  The  Delco  ETR*  8-speaker  sound  system 
features  duplicate  controls  built  into  the  hub  of  a  4-spoke  leather-wrapped  steering  wheel. 
Buckle  down  behind  the  wheel  and  drive  the  cutting  edge  of  road-car  excitement. . .  Bonneville  SSE. 


LETS  GET  rr  TOGETHER 4f. BUCKLE  VP.  019SS  GM  CORP.  ALL  RIGHTS  RESERVED.  PONTUC*  BONNEVILU*  WE  BUILD  EXCTrEMENT™  "ViS 

SEE  lOUR  PONTUC  DEALER  TOR  TERMS  OF  lis  UIOTHI  WARRANTY.  '  . 


The  second  in  a  series  to  help  set  the  record  straight. 


The  Price  My 

'When  companies  say  they  can  save  you 
20%  off  our  long  distance  prices,  take  a  look 
at  what  they're  really  comparing!' 


Elroy  Cartwright, 

AT&T  District  Sales  Manager 


Destroyed. 


"Some  of  our  competitors  like  to  compare  their  apples  to 
our  oranges. 

They  don't  like  to  compare  their  discount  calling  plans  to 
AWPi?b'"  WATS  (apples  to  apples).  Because  they  would  have 
to  admit  our  price  is  extremely 
competi t ive.  A nd  t hey  wou Idn't 
like  admitting  that.  - 

AT<S:T/TO  WATS  is  our  discount 
plan  for  businesses  that  spend  $120 
a  month  or  more  on  long  distance 
calls.  It  can  save  you  10%  to  38%  off 
ATsT  long  distance  rates. 

Some  competitors  may  have 
also  led  you  down  the  garden  path  ,, 
about  a  few  other  facts.  So  let's  (;':■'.>•' 

clear  up  the  confusion.  Elroy  Cartwright,  AT&T 

ATsT/TO  WATS  has  distance-sensitive  pricing,  detailed 
billing  and  it  works  olf"  your  existing  lines.  So  there's 
no  installation. 

What's  more,with  AT6tTf/?0  WATS, you  get  discounts  on 
out-of-state  AT&T  Card  calls  and  many  direct-dialed  calls  to 
47 of  the  most  frequently  called  countries. 

So  the  next  time  someone  tells  you  they  can  save  you  big 
numbers  compared  to  ATcST  long  distance,  call  us.They  could 
be  comparing  apples  to  oranges.  Or  they're  totally  bananas." 

Call  us  now  and  we'll  compare  apples  to  apples: 
1800  222-0400 


AT&T 

^  The  right  choice. 
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13   RORER  GROUP 


425 


1260 


1042 


12 


61.8 


14 


1388 


12 


14  ALZA 


599 


773 


84 


19 


17.0 


22 


248 


15  AMCEN 

16  CARTER-WAllACE 


633 


708 


705 
607 


27 

-7 


77 
513 


56 


1.3 
43.9 


192 
444 


1 


17  rOREST  LABORATORIES 

18  BOIAR  PHARMACEUTICAL 


795 


816 


518 
494 


51 


92 
128 


20 
34 


20.4 
30.7 


31 
73 


189 
138 


12 
86" 


19  LVPHOMED 

20  CETUS 


849 


956 


460 
'360 


54 

-5 


128 
31 


-26 
-26 


-21.1 
-39.6 


NM 
NM 


263 
260 


-3 
-'lO 


9.5 


8.2 


0.8 
14.4 


1 1.5 
25.6 


NA 
NA 


14.8 


11.1 


0.8 
14.8 


11.5 
25.6 


-16.0 
-30.7 


12C  HEALTH  CA 

GROUP  COMPOSITE 


RE  SERVICES 

------ " g   " " ^ j533" 


823.3 


68 


19587 


17.8 


13.7 


1  HOSPITAL  CORP.  OF  AMERICA 

2  HUMAHA 


3  HATIOHAL  MEDICAL  ENTERPRISES 

4  COMMUHITY  PSYCHIATRIC  CENTERS 


5  AMERICAN  MEDICAL  INTERNATIONAL 

6  NATIONAL  HEALTH  LABORATORIES 


7  MANOR  CARE 

8  BEVERLY  EHTERPRISES 


9    U.  S.  HEALTHCARE 


158 


209 
275 


3510 
2747 


32 
9 


432 
436 


2021 
']775 


22 
17 


603 
788 


1204 
767 


-1 
NA 


844 

977 


524  4 
466  15 
350  -7 


411  1 


-12 


3580 
3433 


17 
15 


347 
3017 


22 
9 


235 
565 


NA 
'lO 


2025 
720 


-3 
20 


258.8 


231.6 
174.4 


20 
1  1 


70.8 
76.5 


18 
-27 


37.7 
-7.9 


NA 
NM 


-23.9 
5.3 


NM 
405 


5388 


-13 


3529 
3642 


10 


478 
3323 


1 1 
-12 


302 
810 


NA 
9 


1844 
271 


-1 1 
4 


10.8 


13.7 
'9'8 


17.0 
9.2 


NA 
NM 


NM 
3.8 


16.4 


19.8 
16.8 


18.5 
10.4 


NA 
-4.1 


-5.2 
3.8 


12D  MEDICAL  PRODUCTS 

53896  y 


GROUP  COMPOSITE 


33227 


12 


3544.1 


174 


31608 


50.9 


25.4 


1    JOHNSON  &  JOHNSON 


2  BRISTOL-MYERS 

3  ABBOTT  LABORATORIES 


4  BAXTER  INTERNATIONAL 

5  BECTON,  DICKINSON 


6  SIGMA-ALDRICH 

7  C.  R.  BARD 


8  MEDTRONIC 

9  A.  H.  ROBINS 


10  ACUSON 

1 1  FISHER  SCIENTIFIC  GROUP 


12  ST.  JUDE  MEDICAL 

13  BIOMET 


14  STRVKER 

15  U.S.  SURGICAL 


22 


30_ 
38 


15257 
13344 


113 
280 


11495  1 
4757  -20 


457_ 
459 


1989 
1141 


471 
681 


1 134 
1 101 


22 
-13 


694 
729 


637 
'6'2'3 


-1 
27 


755_ 
809 


582 
558 


-15 
70 


907 
'925' 


501  _  7_3_ 
394  10 
382  -4 


9000 


12 


5973 
4937 


1 1 
13 


6861 
1823 


10 
14 


375 
758 


23 
18 


733 
934 


21 
9 


169 
958 


60 
5 


114 
I24 


59 
84 


179 
291 


21 
15 


974.0 


17 


829.0 
752.0 


17 
19 


388.0 
157.2 


20 
19 


56.5 
78.7 


35 
26 


95.0 
58.4 


14 
NM 


27.5 
"38.3 


64 
24 


33.5_ 
17.0 


93 
66 


15.9 
23.2 


25 
15 


6900 


5190 
4825 


10 
10 


8550 
2166 


12 
12 


323 
531 


21 
9 


709 
1075 


22 
5 


134 
566 


47 
0 


143 
107 


125 
264 


41 

"13" 
19 


25.0 


NA 
28.9 


NA 
13.1 


NA 
23.6 


24.7 

'-4ro' 


NA 
1 1.9 


27.9 
NA 


18.0 
13.2 


27.8 


23.4 
3a5 


12.1 
15.3 


24.5 
24.6 


22.0 

-3.9 


27.0 
12.1 


27.9 
19.9 


18.3 
17.9 


13 


HOUSING 

INDUSTRY  COINPOSITiE' 


20649 


20626 


1625.6 


12 


23503 


19.1 


19.0 


13A  BUILDING  MATERIALS 

GROUP  COMPOSifE  16396  V 


18003 


1455.0 


12 


17291 


20.4  20.7 


1  PPG  INDUSTRIES 

2  MASCO 


3  VUUAH  MATERiAU 

4  SHERWIN-WILLIAMS 


5  OWENS-CORNING  FIBLPC4AS 

6  CALMAT 

7  TECUMSEH  PRODUCTS 


103 
163 


4974 
3397 


12 
-10 


324 
458 


1753 
1 141 


467  1113  35 
544  892"  -4 
585         ^801  1 


5617 


2439 
1053 


21 
14 


1950 
2831 


661 
1094 


-2 
-1 
15 


467.6 


24 


288.3 
136.0 


32 
19 


101.1 
197.0 


56.4 
70.2 


-10 
-28 
-2 


5154 


3003 
960 


1259 
1596 


765 
900 


13 


17.2 


14.4 
20.2 


15.8 
41.9 


10.7 
1 1.6 


20.8 


18.6 
21.8 


16.6 
-29.4 


1 1.9 
1 1.6 
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PORTRAIT 


GREAT 

AMERICAN 

INVESTOR 

Kelly  Hummer  is  more  than  a 
nurse.  As  an  oncology  specialist  at  a 
leading  hospital  forchildren,  she  also 
plays  the  role  of  teacher,  big  sister  and 
friend. 

Kelly  devotes  her  life  to  helping 
other  people's  children.  But  she  saves 
her  money  for  the  day  she  has  her 
own.  Kelly  Hummer  buys  U.S.  Savings 
Bonds  just  as  her  parents  did .  And  that 
makes  her  one  of  the  Great  American 
Investors. 

Like  Kelly  30  million  people  invest 
in  America  while  helping  themselves. 
The  Bonds  they  buy  today  pay  com- 
petitive rates,  like  money-market  ac- 
counts. They're  free  from  state  and 
local  income  tax,  and  federal  tax  can 
be  deferred. 

You  can  purchase  Bonds  through 
the  Payroll  Savings  Plan  at  work,  or 
where  you  bank.  They're  a  great  way 
to  make  the  money  you've  worked  for 
start  working  for  you.  For  more  infor- 
mation on  U.S.  Savings  Bonds,  call 
toll-free:  1-800-US-BONDS.  Forafree 
brochure,  send  a  postcard  to  U.S. 
Savings  Bonds,  Dept.  891-M, 
Washington,  D.C.  20226. 


U.S.  5AVINOS  BONDS 


THE  GREAT  AMERICAN  INVESTMENT 


Bonds  held  less  than  five  years  earn  a  lower  rate. 
A  public  service  of  this  publication. 


/\ card  that  offers  all  the  privileges 
you  expect  from  American  Express- 

and  one  that  you  don't. 

The  Option  To  Pay  Over  Time  With  the  Optima"  Card,  you'll  continue  to  enjoy  all 
the  usual  privileges  of  the  American  Express®  Card,  plus  the  privilege  to  extend  your 
payments  over  time. 


All  The  Other  CaRDMEMBER  Privileges  These  include  twenty-four  hour  cus- 
tomer service,  and  the  Purchase  Protection" and  Buyer's  Assurance'" Protection  Plans, 
to  name  a  few.  You'll  also  have  convenient  cash  access,  and  the  assurance  of  knowing 
the  Optima  Card  is  accepted  everywhere  the  American  Express  Card  is. 


Preferred  Interest  Rate  When  your  plans  call  for  extending  payments,  you'll 
receive  the  benefit  of  a  preferred  interest  rate*  on  every  item  you  buy  So  you  can  take 
advantage  of  unexpected  opportunities,  or  make  necessary  major  purchases,  without 
paying  excessive  finance  charges. 


Personalized  Credit  Line  You  also  will  receive  a  personalized  credit  line  based 
upon  your  past  spending,  payment  patterns,  and  personal  resources.  Of  course,  you'll 
still  retain  all  the  spending  power  you  now  have  with  the  American  Express  Card. 


For  Cardmembers  Only  If  you've  been  an  American  Express  Cardmember  in  good 
standing  for  at  least  one  year,  call  1-800-445-7374  and  apply  for  the  Optima  Card  today. 

*The  APRs  are  variable,  adjusted  semiannually,  and  linked  to  the  Prime  Rate  as  listed  in  The  Wall  Street  Journal.  Current  rates  are  16.25%  for  purchases  and 
18.50%  for  cash  advances  The  Optima  Card  is  issued  by  American  Express  Centurion  Bank  at  an  annual  fee  of  $15.  ©  1989  American  Express  Centurion  Bank. 
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Membership  Has  Its  Privileges^ 


THE  TOP  1000 
U.S. 


RfiNKED  BY  INDUSTRY 


COMPANY 

MARKn  VALUE 

SALES 

PROFITS 

ASSCTS 

RETURN 

TOP 
1000 
RANK 

S  MIL 

CHANGE 
FROM 
1988 

12 
MONTHS 
1988 
S  MIL 

CHANGE 
FROM 

1987 

12 

MONTHS 
1988 
S  MIL. 

CHANGE 
FROM 

1987 

12 

1988 
S  MIL 

CHANGE 
FROM 

1987 

OS 
INVESTED 
CAPITAL 

% 

ON 
EQUITY 

8 

UFARGE 

594 

793 

17 

1309 

93.5 

30 

'206 

6 

1 1.6 

13.9 

9 

lONE  STAR  INDUSTRIES 

813 

497 

-5 

371 

-51 

38.2 

-5 

1424 

-5 

NA 

5.4 

10 

IDEAL  BASIC  INDUSTRIES 

972 

352 

-36 

228 

-3 

-19.7 

NM 

349 

7 

NA 

-61.1 

11 

RPM 

978 

349 

0 

361 

1 1 

23.4 

16 

275 

1 1 

12.6 

15.9 

12 

FOREST  CITY  ENTERPRISES 

998 

334 

42 

90 

-15 

3.0 

-42 

399 

1 1 

4.0 

3.3 

^  T  RUCTION 

&  REAL 

ESTATE 

GROUP  COMPOSITE 

4253 

25 

2622 

25 

170.6 

18 

6212 

17 

15.9 

10.9 

1  ROUSE 

409 

1304 

24 

462 

19 

20.0 

69 

2080 

19 

5.6 

26.5 

2 

ROCKEFELLER  CENTER  PROPERTIES 

630 

708 

-4 

125  18 

44.7 

-2 

1527 

17 

NM 

6.9 

3 

KOGER  PROPERTIES 

645 

694 

127 

129 

107 

4.9 

NM 

643 

80 

2.8 

5.7 

4 

NEW  PLAN  REALTY  TRUST 

866 

435 

15 

39 

6 

24.4 

21 

190 

2 

NM 

15.1 

5 

CENTEX 

895 

409 

34 

1730 

26 

31.9 

22 

1045  1 

8.2 

8.5 

6 

WEINCARTEN  REALTY  INVESTORS 

963 

356 

3 

65 

6 

21.3 

20 

350 

5 

NM 

20.8 

7 

FIRST  UNION  REAL  ESTATE 

979 

347 

-1 1 

73  -1 

23.4 

-10 

377  1 

NM 

24.4 

14 

LEISURE  TIME  PRODUCTS 

INDUSTRY  COMPOSITE 

75508 

21 

72702 

17 

4774.0 

17 

83934 

25 

18.4 

18.2 

14A  EATING  PLACES 

CROUP  COMPOSITE 

14808 

20 

13558 

17 

901.9 

18 

13071 

10 

12.3 

16.3 

1 

McDonalds 

45 

9340 

9 

5566 

645.9 

'  S 

S 1  5? 

13.1 

19.7 

7 



TW  SERVICES 

368 

1515 

70 

3574 

44 

66.9  18 

1     2100  -1 

NA 

13.5 

3 

WENDY'S  INTERNATIONAL 

723 

589 

-12 

1063 

0 

28.5 

721 

754 

-3 

6.6 

6.8 

4 

TCBY  ENTERPRISES 

804 

509 

122 

98 

42 

19.8 

52 

93 

45 

26.5 

30.6 

5 

LUBY'S  CAFETERIAS 

817 

492 

12 

261 

10 

27.8 

12 

186 

13 

NA 

18.8 

6 

BOB  EVANS  FARMS 

854 

456 

-5 

412 

6 

31.3 

14 

237  8 

NA 

15.6 

7 

MORRISON 

858 

449 

24 

744 

19 

28.9 

24 

'  291 

5 

15.3 

16.5 

« 

COLLINS  FOODS  INTERNATIONAL 

901 

402 

12 

531 

-9 

28.8 

39 

381 

-18 

NA 

13.4 

9 

CHURCH'S  FRIED  CHICKEN 

950 

364 

43 

420 

6 

-14.5 

NM 

324 

-7 

NM 

-5.9 

10 

INTERNATIONAL  DAIRY  QUEEN 

976 

351 

34 

242 

15 

20.1 

35 

115 

-3 

25.0 

34.8 

11 

JERRICO 

990 

340 

19 

647 

5 

18.4 

-24 

432 

7 

NA 

7.9 

14B  ENTERTAINMENT 

GROUP  COMPOSITE 

24673 

34 

13970 

24 

1161.1 

36 

20289 

22 

8.9 

18.8 

1    WALT  DISNEY 

42 

10296 

22 

3747 

27 

569.9 

35 

5751 

50 

17.5 

22.8 

2 

WARNER  COMMUNICATIONS 

79 

5983 

44 

4206 

24 

423.2 

29 

4154 

19 

NA 

25.2 

3 



MCA 

152 

3760 

18 

3024 

17 

164.9 

20 

3840 

12 

7.8 

10.2 

4 

COLUMBIA  PICTURES  ENTERTAINMENT 

294 

1896 

NR 

1 170 

NA 

6.8 

NA 

3535 

3 

NM 

NA 

UNITED  ARTISTS  COMMUNICATIONS 

408 

1306 

0 

841 

40 

20.2 

158 

1488 

39 

4.6 

13.8 

[-1 

MCM  UA  COMMUNIUTIONS 

579 

818 

72 

663 

39 

-90.3 

NM 

1358 

16 

NM 

-49.7 

7 

KING  WORLD  PRODUCTIONS 

702 

614 

1 

319 

24 

66.4 

45 

163 

-14 

328.1 

606.1 

14C  HOTEL  &  MOTEL 

CROUP  COMPOSITE 

10654 

5 

12728 

9 

725.8 

-11 

14778 

17 

24.6 

31.8 

I 

MARRIOn 

165 

3386 

-15 

7370 

13 

232.0 

6C23 

24 

10.2 

32.1  J 

2 

HILTON  HOTELS 

223 

2607 

19 

954 

13 

130.9 

-6 

1893 

33 

14.4 

16.6 

3 

CIRCUS  CIRCUS  ENTERPRISES 

475 

1076 

10 

512 

12 

72.5 

17 

529 

-2 

20.3 

44.4 

4 

PRIME  MOTOR  INNS 

543 

895 

-32 

398 

20 

74.1 

28 

1002 

42 

10.6 

18.0 

5 

HOLIDAY 

588 

797 

14 

1597 

-4 

117.2  -1 

2139 

-11 

19.6 

-17.6 

6 

CAESARS  WORLB 

618 

736 

26 

856 

4 

64.8 

1 1 

848 

2 

15.9 

31.3 

THE 

oso  BUSINESS  WEEK 

TOP  KXt 

COMPftNY 
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1000 
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% 

12 

MONTHS 
1988 
SMIL. 

CHANGE 
FROM 
1987 

% 

12 

1988 
SMIL. 
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FROM 
1987 
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12 
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1988 
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CHANGE 
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% 

ON 

II.  V  C  J  I 

CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

7 

RAMADA 

863 

437 

57 

539  8 

4.4 

NM 

1020 

16 

3.2 

1.5 

8 

GOLDEN  NUGGET 

948 

367 

56 

162 

-35 

-5.2 

NM 

1059 

49 

NM 

-2.7 

9 

CAESARS  NEW  JERSEY 

969 

354 

28 

340 

6 

35.1 

38 

266 

0 

21.7 

21.3 

14D  OTHER  LEISURE 

GROUP  COMPOSITE 

2S374 

19 

32446 

18 

1985.3 

21 

35797 

37 

37.1 

16.3 

1    EASTMAN  KODAK 

24 

14872 

8 

17034 

28 

1397.0 

19 

22964 

59 

12.1 

21.1 

2 

POLAROID 

184 

3052 

44 

1863 

6 

-22.6 

NM 

1957 

22 

-0.8 

-2.2 

3 

BRUNSWICK 

369 

1512 

-27 

3282 

6 

193.1 

14 

2092 

10 

NA 

20.5 

4 

HASBRO 

531 

928 

19 

1358  1 

72.4 

50 

1 112 

3 

11.1 

10.3 

5 

AMERICAN  GREETINGS 

624 

728 

31 

1246  8 

30.7 

-36 

1 177 

-6 

6.2 

5.5 

6 

FLEETWOOD  ENTERPRISES 

653 

678 

36 

1567 

13 

67.7 

48 

638 

25 

NA 

18.0 

7 

OUTBOARD  MARINE 

693 

624 

1 

1653 

20 

70.7 

27 

1284 

20 

11.8 

12.2 

8    BLOCKBUSTER  ENTERTAINMENT 

697 

620 

318 

137 

217 

15.5 

279 

132 

204 

16.8 

16.6 

9 

BALLY  MFG. 

713 

599 

27 

1941 

12 

38.0 

NM 

2806 

10 

6.5 

5.1 

10 

MATTEL 

766 

550 

62 

990 

-3 

35.9 

NM 

693 

-10 

17.1 

27.5 

11 

COLEMAN 

832 

483 

77 

658 

10 

24.5 

28 

435  8 

10.8 

12.0 

12 

GIBSON  GREETINGS 

945 

371 

54 

404 

12 

35.0 

45 

326 

13 

20.7 

20.4 

12 

CPI 

r  959 

358 

1 

313 

1 1 

27.3 

22 

181  14 

NA 

21.8 

15 

MANUFACTURING 

INDUSTRY  COMPOSITE 

50433 

11 

69347 

19 

3808.2 

53 

58453 

14 

14.2 

15.2 

15A  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

18961 

15 

19721 

15 

1336.4 

33 

16085 

10 

18.6 

17.4 

1    CORNING  CLASS  WORKS 

189 

3010 

19 

2122 

2 

292.4 

55 

2898 

9 

15.5 

18.7 

2 

EMHART 

230 

2566 

76 

2763 

13 

126.6 

19 

2427 

20 

10.1 

14.0 

3 

RUBBERMAID 

282 

1977 

10 

1194  18 

99.3 

17 

782 

9 

18.9 

19.4 

4 

ILLINOIS  TOOL  WORKS 

320 

1775 

-10 

1930 

14 

140.0 

32 

1380 

3 

16.0  18.8 

5 

HIUENBRAND  INDUSTRIES 

497 

10>6 

-9 

884 

22 

69.7 

21 

735 

11 

17.0 

19.7 

6 

AVERY  INTERNATIONAL 

501 

1003 

-1 

1582 

8 

77.7 

124 

1 119 

7 

12.7 

15.3 

7 

NORTON 

503 

1000 

1 

1410 

12 

85.2 

38 

1088 

5 

NA 

15.0 

8 

NEWELL 

620 

729 

66  ' 

988 

37 

61.4 

65 

820 

-3 

NA 

21.4 

9 

iOSTENS 

646 

693 

-14 

609 

15 

46.3 

28 

399  8 

18.5 

24.4 

10 

EHVIRODYNE  INDUSTRIES 

658 

673 

73 

488 

3 

48.2 

25 

449 

9 

19.8 

30.5 

11 

HARSCO 

666 

658 

-31 

1300 

8 

31.1 

-51 

893 

1 1 

6.9 

7.0 

12 

TRINITY  INDUSTRIES 

715 

598 

13 

817 

40 

25.4 

249 

669 

25 

8.5 

11.6 

13 

A.  T.  CROSS 

753 

563 

10 

228 

22 

35.4 

23 

176 

13 

NA 

27.2 

14 

PHILIPS  INDUSTRIES 

764 

551 

-8 

869 

29 

45.7 

7 

472 

38 

15.4 

18.7 

15 

CRANE 

765 

550 

-24 

1313 

19 

49.2 

50 

746 

9 

NA 

17.7 

It 

KEYSTONE  INnRHATKHAL 

780 

533 

1 1 

346 

18 

31.9 

43 

340 

3 

14.5 

18.5 

17 

SEALED  AIR 

939 

375 

-1 

346 

14 

25.3 

24 

256 

12 

NA 

16.5 

18 

WAm  INDUSTRIES 

965 

355 

17 

206 

26 

21.5 

26 

194 

17 

15.1 

16.7 

19 

TELEFLEX 

996 

336 

21 

328 

21 

24.0 

22 

242 

10 

15.1 

18.4 

15B  MACHINE  & 

HAND  TOOLS 

GROUP  COMPOSITE 

5685 

12 

7604 

13 

407.0 

144 

5916 

7 

12.0 

15.4 

1    SNAP-ON  TOOLS 

I  370 

1508 

-13 

855 

13 

1  113.3 

28 

668  8 

NA 

22.5 

2 

BLACK  &  DECKER 

393 

1372 

14 

2374 

18 

104.3 

62 

1929 

16 

14.9 

13.7 

3 

STANLEY  WORKS 

400 

1332 

1 

1909 

8 

'  103.5 

7 

1405  1 

11.8 

14.8 

4 

CURK  EQUIPMENT 

727 

584 

25 

1278 

21 

44.1 

NM 

952  8 

NA 

11.3 

5 

CINCINNATI  MILACRON 

756 

557 

-9 

858 

4 

25.0 

NM 

721 

-5 

NM 

NA 

6 

VERMONT  AMERICAN 

1000 

332 

58 

330 

13  1 

16.8 

-9 

241 

15 

11.1 

13.0 

15C  SPECIAL  MACHI 

NERY 

GROUP  COMPOSITE 

22623 

5 

36339 

21 

1857.3 

64 

32003 

16 

13.7 

14.3 

1  UTERPILLAR 

83 

5319 

-15 

10435 

26 

616.0 

93 

9686 

27 

14.1 

15.0 

2 

DEERE 

147 

3905 

25 

5461 

16 

296.3 

124 

5703 

12 

13.5 

12.1 

3 

DRESSER  INDUSTRIES 

235 

2488 

7 

3989 

25 

135.7 

233 

2899  1 

9.4 

9.0 

4 

INGERSOLL-RAND 

288 

1943 

-11  1 

3021 

14 

161.6 

50 

2483 

10 

11.4 

13.0 

THE  1989  BUSINESS  W  EEK  TOP  1000 

 PBl 


IF  INFORMATION  WERE  SAND,  WHAT  WOULD  YOli™ 

WORK  FLOW  LOOK  LIKE?  All  the  information  that  pours  through  your  of| 

every  day  can  be  overwhelming  unless  you  know  how  to  manage  it.  That's  why  at  Mai 
Marietta,  managing  information  is  the  essence  of  everything  we  do.  Whether  it's  creatirte 
communications  network,  integrating  a  manufacturing  system  or  simulating  a  strategic  defeBl[R 

'^1988  Martin  Marietta  Corporation  H 


e  constantly  searching  for  better  and  faster  ways  to  organize  even  the  most  complex 
^rmation  systems.  At  Martin  Marietta,  we  apply  the  same  creative  intelligence  to  information 
nagement  that  we  bring  to  defense,  electronics,  space,  energy  systems  and  materials. 
:ause  once  you  know  how  to  manage  information,  you  won't  be  buried  by  it. 


\STERMINDING  TOMORROW'S  TECHNOLOGIES. 


6801  ROCKLEDCE  DRIVE,  BETHESDA.  MARYLAND  20817 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

CHANGE 

12 

CHANGE 

12 

CHANGE 

12 

CHANGE 

ON 

TOP 

FROM 

MONTHS 

FROM 

MONTHS 

FROM 

MONTHS 

FROM 

INVESTED 

COMMON  1 

1000 

1988 

1988 

1987 

1988 

1987 

1988 

1987 

CAPITAL 

EQUITY  M 

RANK 

$  MIL, 

% 

$MIL 

% 

$Mll 

% 

$  MIL 

% 

% 

5 

DOVER 

298 

1874 

-12 

1954 

23 

145.8 

31 

1366  18 

21.2 

20.3  1 

6 

TYCO  LABORATORIES 

372 

1490 

55 

1792 

43 

82.0 

60 

1413 

55 

10.5 

18.4  \ 

7 

FMC 

433 

1220 

21 

3287 

5 

129.2 

-32 

1  2749 

6 

25.4 

-49  6 

8 

TIMKEN 

512 

979 

-3 

1554 

26 

65.9 

539 

1593 

9 

6.9 

6.8 

9 

HARNISCHFEGER  INDUSTRIES 

802 

509 

-9 

1248 

22 

38.5 

190 

1 195 

12 

11.1 

8.3 

10 

NORDSON 

851 

458 

20 

256 

20 

33.1 

26 

173 

2 

33.8 

37.2 

11 

INTERIAKE 

889 

413 

-16 

892  8 

39.6 

-27 

660 

-5 

NA  14.8 

12 

GOULDS  PUMPS 

906 

395 

1 1 

454  18 

23.3 

26 

366 

7 

12.3 

12.0 

13 

BRIGGS  &  STRATTON 

911 

392 

-13 

903 

4 

14.2 

-53 

621 

19 

NA 

5.0 

14 

APPLIED  MATERIALS 

912 

392 

-5 

405 

100 

47.8 

534 

339 

46 

NA 

23.8 

15 

IMO  INDUSTRIES 

980 

347 

34 

687 

87 

28.3 

51 

756 

25 

7.6 

10.0 

15D  TEXTILES 

GROUP  COMPOSin 

3164 

41 

5773 

26 

207.6 

16 

4449 

29 

9.3 

12.6 

1    WEST  POINT-PEPPERELl 

341 

1690 

59 

2367 

34 

78.2 

12 

2358 

62 

7.4 

10.1 

2 

SPRINGS  INDUSTRIES 

655 

678 

13 

1825 

10 

52.8 

-5 

1118 

3 

8.9 

9.8 

3 

ALBANY  INTERNATIONAL 

882 

421 

20 

461 

15 

36.3 

44 

477 

14 

14.1 

22.2 

4 

SHAW  INDUSTRIES 

933 

376 

30 

1 120 

49 

40.3 

46 

496  -1 

14.7 

23.7 

16 

METALS  &  MINING 

INDUSTRY  COMPOSITE 

34834 

15 

45144 

23 

4504.1 

99 

43827 

10 

19.1 

24.0 

16A  ALUMINUM 

GROUP  COMPOSITE 

10371 

28 

19306 

25 

2084.3 

315 

19713 

31 

19.6 

26.8 

1    ALUMIHUM  CO.  OF  AMERICA 

95 

5374 

30 

9795 

26 

861.4 

285 

10606 

57 

16.0 

19.8 

2 

REYNOLDS  METALS 

194 

2950 

19 

5567 

30 

482.0 

140 

5032 

17 

17.5 

23.6 

3 

AMAX 

272 

2047 

10 

3944 

17 

740.9 

862 

4076 

3 

NM 

53.5 

16B  STEEL 

GROUP  COMPOSITE 

7795 

24 

17030 

18 

1128.1 

114 

13284 

4 

16.1 

20.1 

1    BETHLEHEM  STEEL 

304 

1837 

25 

5489 

19 

391.6 

277 

4449 

-7 

NM 

25.1 

2 

INLAND  STEEL  INDUSTRIES 

380 

1455 

32 

4068          1 8 

248.8 

123 

2925 

10 

13.0 

15.1 

3 

NUCOR 

490 

1038 

13 

1061 

25 

109.4 

117 

889 

47 

NA 

23.0 

4 

ARMCO 

537 

911 

-1 1 

3227 

10 

130.1 

-7 

2788 

0 

13.8 

14.6 

5 

WORTHINCTOH  INDUSTRIES 

554 

868 

2 

961 

13 

61.4 

31 

512 

12 

18.3 

20.2 

6 

ALLEGHENY  LUDLUM 

556 

864 

49 

1208 

39 

108.6 

135 

719 

40 

30.6 

37.9 

7 

CARPENTER  TECHNOLOGY 

860 

449 

9 

608 

23 

33.0 

342 

646  8 

9.7 

10.5 

8 

CHAPARRAL  STEEL 

941 

374 

NA 

408 

19 

45.1 

116 

356 

NA 

22.4 

32.4 

16C  OTHER  METALS 

GROUP  COMPOSITE 

16668 

5 

8808 

29 

1291.7 

5 

10830 

-10 

22.5 

23.8 

1    HEWMOHT  GOLD 

154 

3671 

-5 

389 

47 

108.1 

26 

511 

79 

33.1 

32.5 

2 

HEWMOHT  MINING 

211 

2710 

18 

500 

38 

96.7 

-69 

1715 

-60 

NA 

-29.2 

3 

PHELPS  DODGE 

340 

1712 

32 

2320 

44 

420.2 

179 

2755 

22 

22.4 

NA 

4 

HOMESTAKE  MINING 

388 

1413 

-5 

433 

-16 

63.3 

-57 

967 

31 

NA 

8.5 

5 

ASARCO 

460 

1  129 

6 

1988 

47 

207.2 

-19 

2223 

7  J 

14.6 

15.7 

6 

BATTLE  MOUNTAIN  COLD 

487 

1040 

-5 

141 

15 

59.4 

25 

192 

63 

34.9 

35.6 

7 

AMAX  GOLD 

520 

953 

7 

104 

56 

29.7 

5 

146 

53 

NA 

45.1 

8 

FMC  GOLD 

607 

761 

3 

171 

12 

61.2 

23 

129 

12 

68.4 

67.2 

9 

FREEPORT-McMORAN  COPPER 

61  1 

752 

NA 

335 

76 

94.2 

117 

291 

47 

NA 

67.3 

10 

INSPIRATION  RESOURCES 

735 

579 

35 

1436 

10 

42.0 

672 

842 

-6 

11.1 

10.3 
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II 

FREEPORT-MtMORAN  GOLD 

768 

548 

6 

106 

5 

28.5 

-17 

169 

20 

20.6 

19.0 

12 

PRECISION  CASTPARTS 

796 

515 

-23 

437  8 

32.0 

-1 1 

343 

23 

14.0 

17.3 

13 

BRUSH  WEILMAN 

810 

501 

-2 

346 

12 

32.5 

24 

358 

-3 

12.7 

13.0 

14 

HECIA  MINING 

923 

385 

5 

102 

17 

16.6 

61 

189 

7 

NA 

1 1.7 

17 
1  / 

NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

149706 

18 

281402 

11 

15594.6 

9  1368359 

14 

18.3 

14.2 

17A  FINANCIAL 

SERVICES 

GROUP  COMPOSITE 

57460 

20 

101225 

18 

5641.4 

A3 

Oo/lOo 

15 

22.1 

18.3 

-- 

1    AMERICAN  EXPRESS 

35 

12556 

13 

22934 

30 

135 

142704 

9T 

ZO.  1 

0  1  Ci 
Z  1  .u 

2 

LOEWS 

69 

6474 

13 

10865 

17 

890  4 

36 

25467 

1 8  2 

OT  A 
ZO. 

-- 

3 

FEDERAL  NATL.  MORTGAGE  ASSN. 

102 

5015 

81 

10635 

6 

506  7 

35 

1 12314 

9 

10  6 

23  9 

-- 

4 

MARSH  S  McLENNAH 

128 

4272 

7 

2272 

6 

296  3 

-2 

1830 

1 2 

40  8 

39  8 

-- 

5 

STUDENT  LOAN  MARKETING  ASSN. 

164 

3387 

18 

2172 

37 

ZZ^.  1 

24 

28628 

O.D 

TA  H 
OO.O 

-- 

6 

SALOMON 

172 

3269 

9 

6146 

2 

280  0 

97 

85256 

1 4 

OA  A 

zo.o 

/  .3 

- 

7 

MERRILL  LYNCH 

200 

2842 

7 

10547 

7 

463  2 

25 

62457 

*: 

N  A 

1  -J. J 

-- 

8 

TRANSAMERICA 

229 

2567 

-7 

7879  8 

346  4 

-1 

26759 

1 

1  U.J 

1  0  fl 
1  Z.o 

- 

9 

MORGAN  STANLEY  GROUP 

236 

2476 

72 

4109 

31 

71 

40527 

AO  O 

oy.y 

T  1  7 
O  1  ./ 

- 

10 

SHEARSOH  LEHMAN  HUTTOH 

317 

1796 

4 

10529 

56 

OA  ^ 

7  O.J 

-4 

84800 

07 
Z/ 

AT  o 

0.0 

-- 

II 

HSR  BLOCK 

381 

1454 

-7 

853 

10 

90  2 

21 

485 

1  O 

N  A 

12 

TELERATE 

406 

1316 

-24 

440 

31 

91  2 

21 

543 

1  D 

NA 

OA  fl 
ZO.O 

13 

BEAR  STEARNS 

422 

1262 

16 

1897 

NA 

1 44  9 

NA 

37901 

N  A 

N  A 

14 

DREYFUS 

446 

1 164 

-5 

268 

-6 

90.9 

-5 

673 

2 

15.6 

15.4 

15 

BENEFICIAL 

498 

1013 

0 

1418 

10 

105.0 

-24 

7431 

6 

NA 

12.8 

16 

ALEXANDER  &  ALEXANDER 

511 

980 

5 

1228 

4 

71.0 

-5 

2609 

-2 

14.5 

19.7 

17 

PRIMERICA 

527 

933 

-41 

1004 

10 

161.8 

59 

4445 

5 

14.8 

22.0 

18 

FRANKLIN  RESOURCES 

613 

747 

45 

213 

2 

68.5 

1 1 

352 

9 

40.5 

41.4 

19 

EQUIFAX 

667 

658 

-3 

743 

1 1 

34.0 

1 1 

421 

54  ^ 

NA 

15.7 

20 

UNITED  INVESTORS  MANAGEMENT 

758 

557 

93 

282 

24 

41.9 

21 

639 

29 

13.2 

14.5 

21 

CORROON  &  BLACK 

773 

545 

-4 

425  8 

1 15.9 

160 

953 

17 

NA 

55.1 

22 

ALLEGHANY 

779 

533 

12 

1006 

-7 

46.0 

-30 

1630 

5 

8.9 

8.6 

23 

PAIHEWEBBER  GROUP 

798 

514 

-4 

2512 

3 

42.4 

-43 

17222 

-3 

38.2 

2.4 

24 

A.  G.  EDWARDS 

874 

429 

16 

475 

-13 

29.2 

-38 

1029 

21 

10.8 

10.0 

25 

POLICY  MANAGEMENT  SYSTEMS 

954 

361 

-1  1 

217 

21 

20.5 

20 

289 

3 

NA 

14.3 

26 

TELECREDIT 

986 

342 

-27 

156 

12 

1.0 

-92 

107 

22 

NA 

1.6 

17B  INSURANCE 

GROUP  COMPOSITE 

85580 

17 

165218 

6 

8963.5 

-1 

521606 

12 

11.8 

12.7 

1 

AMERICAN  INTERHATIONAL  GROUP 

34 

12729 

32 

13087  18 

1 175.1 

24 

37273 

27 

NA 

17.6 

2 

GENERAL  RE 

80 

5962 

18 

2736 

-12 

518.5 

13 

9306 

-4 

NA 

19.5 

3 

BERKSHIRE  HATHAWAY 

85 

5633 

51 

2026 

-6 

285.7 

56 

6206 

9 

8.6 

9.5 

4 

AETNA  LIFE  &  CASUALTY 

87 

5583 

8 

24296 

5 

667.7 

-23 

81533 

8 

10.1 

10.3 

5 

AMERICAN  GENERAL 

133 

4147 

-12 

3823 

12 

413.0 

6 

30422 

20 

NA 

9.4 

6 

CIGNA 

134 

4126 

6 

17889 

5 

410.2 

-35 

55825 

3 

NA 

7.5 

7 

TRAVELERS 

146 

3933 

5 

18986 

5 

429.6 

0 

53332 

-1 

NA 

9.2 

8 

CNA  FINANCIAL 

155 

3652 

-1 

8204 

15 

404.1 

-4 

22941 

17 

NM 

12.0 

9 

CHUBB 

217 

2662 

7 

3981 

7 

372.6 

8 

9741 

13 

NA 

16.5 

10 

USF&G 

226 

2578 

-1 

5582 

16 

305.7 

-18 

12361 

22 

14.8 

16.0 

II 

ST.  PAUL 

263 

2144 

2 

3631  8 

349.3  8 

^  10382 

17 

NA 

17.3 

12 

LINCOLN  NATIONAL 

274 

2025 

-1 

7312 

5 

185.3 

-22 

20663 

13 

NM 

8.6 

13 

GEICO 

289 

1930 

-2 

1757  8 

134.4 

-10 

^  3061 

2 

16.6 

20.1 

14 

AON 

311 

1815 

8 

2732 

1 1 

204.4 

10 

8266 

17 

14.3 

16.7 

15 

TORCHMARK 

326 

1745 

-7 

1670 

5 

185.2 

-8 

4428 

3 

15.5 

21.4 

16 

CONTINENTAL  CORP. 

327 

1745 

-26 

5878  1 

124.0 

-62 

13302 

8 

NA 

5.0 

17 

KEMPER 

331 

1738 

26 

3135 

4 

205.6 

6 

12078 

12 

13.3 

12.3 

18 

SAFECO 

332 

1736 

5 

3018 

1 1 

234.8 

12 

7732 

17 

14.7 

15,1 

19 

FIREMAN'S  FUND 

364 

1550 

-9 

3691 

-17 

247.0 

-18 

1 1  190 

6 

NA 

16.6 

20 

CAPITAL  HOLDING 

371 

1504 

-3 

2046 

15 

189.9 

6 

13000 

25 

NA 

16.5 

21 

AMERICAN  FAMILY 

412 

1287 

1 

2325 

24 

108.9 

17 

6074 

21 

14.0 

17.0 

22 

UNUM 

417 

1271 

27 

2199 

5 

129.3 

52 

8100 

10 

9.5 

9.5 
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23 

JEFFERSON-PILOT 

418 

1267 

-4 

1223 

4 

97.5 

7 

4174 

6 

7.3 

7.3 

24 

FIRST  EXECUTIVE 

438 

1 199 

33 

3049 

-12 

196.5 

13 

18225 

11 

10.6 

10.5 

25 

PROVIDENT  LIFE  &  ACCIDENT 

491 

1033 

38 

2827 

12 

85.3 

451 

10723 

13 

HA  8.1 

26 

AMERICAN  NATIONAL  INSURANCE 

500 

1003 

15 

934 

9 

94.2 

4 

4303 

3 

NA 

NA 

27 

CINCINNATI  FINANCIAL 

309 

983 

25  ^ 

910 

3 

124.6 

37 

2118  18 

16.6 

16.0 

28 

M6IA 

541 

899 

51 

151 

1 1 

92.0 

24 

1283 

1 1 

NA 

13.5 

29 

OHIO  CASUALTY 

563 

852 

8  ' 

1576 

0 

128.0 

63 

2922 

9 

19.3 

21.4 

30 

HARTFORD  STEAM  BOILER 

566 

848 

43  1 

459 

7 

70.7 

17 

730 

4 

23.5 

27.8 

31 

PROGRESSIVE 

592 

794 

-2 

1215 

22 

108.1 

20 

2307 

29 

16.9 

27.6 

32 

FGIC 

628 

717 

60 

112 

-1 1 

75.2 

20 

955 

17 

NA 

14.1 

33 

USLIFE 

661 

672 

3 

1279  8 

67.7 

-9 

4063 

7 

7.7 

7.3 

J 

34 

HANOVER  INSURANCE 

748 

565 

10 

1580 

9 

1 19.9 

27 

2604 

16 

19.5 

19.6 

35 

HOME  GROUP 

848 

462 

4 

2978 

19 

81.4 

-32 

13302 

107 

NM 

8.3 

36 

OLD  REPUBLIC  INTERNATIONAL 

864 

437 

8 

1102  1 

51.0 

-50 

3006 

7 

NA 

NA 

37 

FOREMOST  CORP.  OF  AMERICA 

867 

435 

-20 

460 

-3 

24.5 

-26 

808 

-14 

NA 

12.5 

38 

A.  L.  WILLIAMS 

883 

417 

-1 

402 

44 

96.1 

151 

592 

25 

34.2 

49.7 

39 

RELIANCE  GROUP  HOLDINGS 

902 

401 

-27 

3730 

1 1 

23.6 

-81 

9000 

25 

NM 

6.2 

40 

ZENITH  NATIONAL  INSURANCE 

924 

384 

0 

509  8 

45.4 

5 

1007 

10 

15.1 

15.5 

41 

W.  R.  BERKLEY 

930 

378 

1 1 

534 

2 

58.8 

9 

1201 

16 

16.6 

19.9 

42 

HOME  BENEFICIAL 

993 

338 

20 

188  2 

42.5 

12 

1069 

5 

NA 

NA 

17C  SAVINGS  & 

LOAN 

GROUP  COMPOSITE 

6667 

16 

14960 

17 

989.7 

1 

159306 

19 

8.0 

12.2 

1    GREAT  WESTERN  FINANCIAL 

277 

2018 

17 

3165 

1 1 

248.4 

17 

32815 

15 

6.8 

12.7 

2 

H.  F.  AHMANSON 

346 

1654 

8 

3517 

34 

202.0 

-5 

40258 

32 

11.0 

10.8 

3 

GOLDEN  WEST  FINANCIAL 

466 

1115 

31 

1410 

1 1 

138.3 

-10 

16721 

31 

6.9 

16.1 

4 

HOMEFED 

641 

698 

30 

1579 

21 

1 1 1.3 

1 1 

17009 

21 

7.2 

12.1 

5 

GLENFED 

705 

609 

-9 

2474 

10 

154,9 

16 

25025  8 

5.7 

14.1 

6 

CALFED 

738 

574 

-12 

2816 

13 

134.8 

-19 

27479 

12 

6.7 

9.7 

OFFICE  EQUIPMENT 

&  SERVICES 

INDUSTRY  COMPOSITE 

163003 

-1 

172268 

13 

13095.7 

8 

169521 

9 

12.6 

15.0 

18A  BUSINESS  MACHINES  & 

SERVICES 

GROUP  COMPOSITE 

9784 

-4 

8914 

12 

695.6 

10 

9068 

11 

16.5 

18.7 

1  PITNEY-BOWES 

168 

3330 

-7 

2650 

14 

237.0 

21 

4788 

19 

14.4  18.8 

2 

DELUXE 

254 

2252 

-5 

1 196 

26 

143.4 

-3 

786 

-9 

26.5 

26.5 

3 

JOHN  H.  HARLAND 

582 

806 

3 

333 

5 

53.3 

12 

295 

1 1 

NA 

22.3 

4 

ESSELTE  BUSINESS  SYSTEMS 

627 

718 

-1 1 

1402 

13 

58.9 

4 

1073 

4 

1 1.7 

13.4 

5 

STANDARD  REGISTER 

777 

536 

-25 

675  1 

38.1 

-6 

444 

4 

1 1.9 

13.2 

6 

HERMAN  MILLER 

781 

531 

-16 

765 

18 

44.2 

16 

487  18 

15.1 

17.1 

7 

WALLACE  COMPUTER  SERVICES 

808 

505 

14 

408 

12 

33.9 

20 

307 

13 

NA 

15.5 

8 

DENHISON  MFG. 

896 

408 

-3 

722 

2 

38.1 

9 

482 

-3 

14.3 

16.0 

9 

NEW  ENGLAND  BUSINESS  SERVICE 

973 

352 

-23 

231 

14 

22.8 

4 

130 

9 

21.4 

22.5 

10 

HON  IHDUSTRIES 

981 

347 

-4 

532 

3 

25.8 

10 

276 

1 1 

14.1 

19.8 

18B  CGWPUTERS  & 

PERIPHERALS 

GROUP  COMPOSITE 

130552 

-1 

144619 

12 

10775.5 

6 

142495 

7 

12.4 

14.3 

1    INTERNATIONAL  BUSINESS  MACHINES 

1 

66346 

-3 

59681  8 

5491.0 

4 

73037 

4 

12.3 

13.9 

2 

DIGITAL  EQUIPMENT 

32 

13318 

-6 

12285  18 

1209.1 

-6 

10231 

9 

16.2 

16.0 

3 

HEWLETT-PACKARD 

36 

12553 

-19 

10296 

21 

830.0 

17 

7804 

7 

NA 

18.3 

3 

XEROX 

76 

6172 

8 

16441 

9 

387.8 

-33 

12174  8 

7.9 

6.5 

18 


THE  1989  BUSINESS  WEEK  TOP  1000 


262 


FROM  SEA  TO  SHINING  SEA,  THE  WIU  TO 
SUCCBD  IS  PAUT  OF  THE  AMERICAN  SPIRIT. 


The  instant  you  become  an  Annerican.  whether  by  birth 
or  by  choice,  you  are  guaranteed  a  particular  Ireedom 
that  is  nowhere  mentioned  in  the  Constitution,  but  in 
fact  flows  fipom  it. 

You  are  guaranteed  the  freedom  to  succeed. 

You  are  free  to  dream  your  own  dream  of  success, 
to  study,  to  work,  to  create  and  discover  and  build,  for 
yourself  and  your  children,  the  success  you  want 

Our  deep  belief  in  that  idea  is  one  reason  that  our 
company— Citicorp  and  Citibank— has  grown  to  become 
by  far  the  nations  largest  financial  services  organization. 

For  over  175  years,  our  freedom  to  innovate,  to 
create  new  financial  ideas  and  sen/ices,  has  led  to  an 
unbroken  line  of  initiatives  allowing  us  to  help  countless 
millions  of  individuals. 

Today,  more  Americans  are  pursuing  college 
education  and  graduate  degrees  with  help  from  us  than 
from  any  other  private  lender 


More  are  getting  what  they  want  with  the  help  of 
MasterCard "  and  Visa  cards  from  Citibank  than  from  any 
other  company 

And  more  Americans  who  once  dreamed  of 
"some  day"  owning  their  own  homes  now  own  them,  or 
are  buying  them,  with  help  from  Citicorp  and  Citibank. 

Meanwhile,  here  at  home  and  in  90  other  countries 
around  the  world,  we  offer  the  full  range  of  financial 
services,  from  automated  machines  for  personal  banking 
to  corporate  funding  in  the  billions. 

Over  90,000  people  of  Citicorp  and  Citibank  sen/e 
over  25,000,000  customers,  thousands  of  companies  and 
many  govemments.  in  every  major  world  marketplace. 

We  can  help  you,  or  your  company,  achieve  success, 
here  and  abroad. 

Whether  you  get  to  know  us  as 
Citicorp  or  Citibank,  we'd  like  you  to 
get  to  know  us  better 
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'0 

12 

MONTHS 
1988 
$  MIL 

CHANGE 
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% 

12 

MONTHS 
1988 
$MIL. 
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FROM 
1987 

% 

12 

IVIUN  1  n  J 

1988 
$  MIL 

CHANGE 
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/o 

ON 
iw\/c^Tpn 

IIN  Vtl  1  tu 

CAPITAL 

% 

ON 

LUmmUlN 

EQUITY 

% 

4 

NCR 

122 

4439 

-15 

5990 

6 

439.3 

5 

4717 

4 

17.4 

19.6 

5 

UNISYS 

126 

4302 

-17 

9902 

2 

680.6  18 

1 1535 

6 

1 1.2 

16.3 

6 

APPLE  COMPUTER 

127 

4296 

-23 

4434 

46 

419.3 

50 

2276 

40 

36.7 

36.7 

7 

TANDY 

145 

3937 

9 

3992 

9 

321.3 

1 1 

2877 

19 

NA 

17.4 

8 

COMPAQ  COMPUTER 

215 

2674 

47 

2066 

69 

255.2 

87 

1590 

76 

24.6 

31.3 

9 

TANDEM  COMPUTERS 

310 

1816 

1 

1425 

31 

102.1 

0 

1329 

25 

NA 

11.4 

10 

AMDAHL 

313 

1807 

0 

1802 

20 

213.8 

51 

1931 

28 

20.1 

21.2 

11 

CRAY  RESEARCH 

329 

1740 

-31 

756 

10 

156.6 

7 

991 

10 

20.4 

22.9 

12 

WANG  LABORATORIES 

^  382 

1447 

-30 

3075  1 

50.3 

—47 

291 1 

4 

4.9 

3.2 

13 

SUN  MICROSYSTEMS 

423 

1262 

5 

1462 

93 

89.6 

87 

973 

53 

19.7 

18.8 

14 

CONTROL  DATA 

559 

861 

-26 

3628  8 

1.7 

-93 

2524 

-2 

2.2 

0.1 

15 

PRIME  COMPUTER 

564 

851 

3 

1595 

66 

13.0 

-80 

1651 

24 

4.5 

2.4 

16 

STRATUS  COMPUTER 

776 

538 

2 

265 

44 

29.3 

51 

184 

35 

NA 

22.9 

17 

COMMODORE  INTERNATIONAL 

778 

535 

NA  ^ 

965  18 

69.0 

1 3 1 

681 

17 

22.2 

33.1 

18 

ZENITH  ELECTRONICS 

819 

491 

8 

2686 

14 

5.3 

NM 

1428 

4 

2.8  1.1 

19 

DATA  GENERAL 

833 

483 

-29 

1330 

2 

-48.9 

NM 

1049 

-3 

NM 

-8.1 

20 

SYMBOL  TECHNOLOGIES 

983 

346 

-11 

93 

59 

20.6 

1 1 8 

140 

24 

16.9 

17.6 

21 

ATARI 

992 

339 

-24 

452 

25 

39.4 

-15 

464 

37 

15.6 

22.7 

18C  COMPUTER 

SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

22668 

-1 

18737 

22 

1624.7 

18 

17959 

19 

12.8 

20.1 

1    COMPUTER  ASSOCIATES  INTl. 

190 

3000 

29 

925 

43 

142.4 

70 

1  156 

47 

NA 

23.6 

2 

AUTOMATIC  DATA  PROCESSING 

216 

2673 

-24 

1617 

10 

178.2 

1 9 

1593 

-1 

16.6 

19.4 

3 

MICROSOFT 

233 

2513 

-19 

719 

57 

151.4 

63 

605 

47 

NA 

32.5 

4 

ELECTRONIC  DATA  SYSTEMS 

NR 

2214 

2 

4844 

9 

384.1 

1 9 

3416 

10 

NA 

29.1 

5 

ORACLE  SYSTEMS 

373 

1488 

44 

395 

1  1 1 

56.3 

1 42 

321 

84 

NA 

34.1 

6 

LOTUS  DEVELOPMENT 

519 

957 

-27 

469  18 

58.9 

-18 

399 

50 

NA 

22.1 

7 

COMDISCO 

521 

946 

2 

1356 

10 

91.0 

15 

3687 

21 

7.4 

19.3 

8 

NOVELL 

552 

869 

41 

307 

52 

34.6 

61 

227 

76 

NA 

25.6 

9 

INTERGRAPH 

567 

840 

-48 

800 

25 

88.0 

26 

831  18 

13.9 

13.9 

10 

COMPUTER  SCIENCES 

602 

768 

5 

1253 

1  1 

49.5 

22 

715 

14 

1 1.9 

12.9 

11 

AUTODESK 

643 

695 

17 

117 

48 

32.7 

59 

159 

35 

NA 

23.6 

23 

3COM 

650 

687 

7 

310 

57 

29.3 

63 

220 

27 

NA 

16.7 

13 

DIEBOID 

728 

584 

-3 

451 

3 

31.3 

-12 

455 

-2 

NA 

8.7 

14 

MENTOR  GRAPHICS 

760 

556 

29 

301 

36 

33.5 

65 

288 

26 

NA 

16.0 

IS 

SEAGATE  TECHNOLOGY 

782 

531 

-51 

1351 

26 

-5.5 

NM 

971 

-2 

NM 

-1.4 

16 

STORAGE  TECHNOLOGY 

828 

485 

6 

874 

17 

44.2 

133 

800 

4 

NM 

17.6 

17 

ASHTON-TATE 

830 

485 

-33 

307 

15 

47.8 

1  1 

293 

39 

22.0 

22.2 

18 

ADOBE  SYHEMS 

865 

437 

38 

83 

112 

21.1 

135 

65 

103 

46.7 

47.6 

19 

SHARED  MEDICAL  SYSTEMS 

884 

416 

-36 

379 

-3 

29.4 

-35 

282 

-12 

17.1 

17.3 

20 

GERBER  SCIENTIFIC 

887 

413 

-6 

288 

13 

31.7 

13 

238 

-4 

18.6 

19.3 

21 

FIRH  FINANCIAL  MANAGEMENT 

891 

412 

-20 

424 

142 

29.3 

152 

525 

192 

7.8 

12.0 

22 

SYSTEMATICS 

946 

368 

8 

194 

21 

17.1 

31 

109 

-7 

24.0 

24.5 

23 

WESTERN  DIGITAL 

999 

333 

-29 

973 

70 

48.3 

1  1 

604 

64 

NA 

16.6 

PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

44S1I 

4 

74018 

14 

5506.9 

40 

76899 

13 

15.9 

17.2 

19A  FOREST  PRODUCTS 

GROUP  COMPOSITE 

13564 

-1 

27123 

11 

1616.9 

22 

29395 

16 

11.7 

15.6 

1  WEYERHAEUSER 

96 

5371 

-9 

10004 

13 

564.4 

26 

153.S7 

19 

11.1 

13.5 

2 

GEORGIA-PACIFIC 

143 

3978 

1 

9509 

1 1 

467.0 

2 

7114 

21 

1  1.4 

17.7 

19 
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COMPANY 

MARKH  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL. 

CHANGE 
FROM 
1988 

% 

12 

MONTHS 
1988 
$  MIL 

CHANGE 
FROM 
1987 

% 

12 

MONTHS 
1988 
$MIL 

CHANGE 
FROM 
1987 

% 

12 
MONTHS 
1988 
$  MIL, 

CHANGE 
FROM 
1987 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

3 

BOISE  CASCADE 

295 

1892 

-14 

4095 

7 

289.1 

58 

3610 

6 

13.4 

17.1 

4 

lOUISIAHA-PACIFIC 

447 

1 163 

2 

1799 

9 

135.2 

14 

1853 

-4 

10.2 

1 1.9 

5 

WILLAMETTE  INDUSTRIES 

450 

1 159 

-4 

1716 

20 

161.1 

33 

1430 

21 

16.0 

21.6 

1  9B  PAPER 

GROUP  COMPOSITE 

30947 

6 

46895 

16 

3890.1 

50 

47504 

11 

19.7 

18.0 

I 

INTERNATIONAL  PAPER 

100 

5152 

10 

9535 

23 

754.0 

85 

8818  9 

13.2 

16.4 

2 

KIMBERLY-CLARK 

1 1 1 

4830 

4 

5394 

10 

378.6 

16 

4268 

7 

16.8 

20.3 

3 

SCOTT  PAPER 

191 

2994 

5 

4726 

15 

400.9 

71 

5156 

15 

15.2 

21.8 

4 

CHAMPION  INTERNATIONAL 

192 

2976 

-13 

5129 

1  1 

456.4 

19 

6700  8 

11.0 

14.1 

5 

UNION  CAMP 

241 

2367 

-8 

2661 

13 

295.1 

42 

3094 

6 

NA 

19.8 

6 

JAMES  RIVER  CORP.  OF  VIRGINIA 

242 

2351 

14 

5623 

15 

239.8 

23 

5402 

1 1 

7.8 

11.3 

7 

MEAD 

251 

2305 

-6 

4464 

6 

364.1 

67 

3541 

21 

18.4 

23.8 

8 

GREAT  NORTHERN  HEKOOSA 

259 

2188 

-10 

3588 

39 

341.7 

70 

3821  8 

15.2 

22.3 

9 

WESTVACO 

308 

1828 

-10 

2187 

1 1 

21  1.4 

29 

2634  18 

12.4 

16.0 

10 

CONSOLIDATED  PAPERS 

360 

1558 

5 

897 

21 

149.9 

56 

935 

16 

NA 

20.9 

11 

BOWATER 

507 

985 

-25 

1410 

15 

164.3 

103 

1810 

13 

16.1 

19.7 

12 

P.  H.  GLATFELTER 

518 

960 

15 

569 

34 

82.2 

49 

663  8 

22.9 

25.9 

13 

CHESAPEAKE 

856 

452 

10 

71  1 

5 

51.5 

71 

662 

12 

12.7 

19.3 

20 

PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

89988 

20 

49169 

11 

3396.3 

14 

71055 

14 

12.3 

15.7 

20A  BROADCASTING 

GROUP  COMPOSITE 

36289 

32 

15443 

16 

509.1 

82 

33189 

17 

6.1 

5.7 

1    CAPITAL  CITIES/ABC 

64 

6837 

15 

4773  8 

387.1 

39 

5909 

14 

10.7 

13.4 

2 

TELE-COMMUHICATIONS 

116 

4614 

8 

2134 

51 

-0.8 

NM 

7618 

23 

-0.1 

-0.1 

3 

LIN  BROADCASTING 

124 

4369 

49 

226  8 

82.1 

48 

573 

-8 

20.8 

19.7 

4 

AMERICAN  TV  &  COMMUNICATIONS 

'  125 

4304 

58 

812 

14 

70.4 

42 

1508 

26 

10.7 

29.4 

4 

CBS 

140 

4012 

2 

2778  1 

283.4 

108 

4579 

22 

10.9 

12.3 

5 

VIACOM 

268 

2108 

56 

1259 

25 

-123.1 

NM 

3980  1 

NM 

-51.3 

6 

UNITED  CABLE  TELEVISION 

348 

1648 

31 

284  18 

0.3 

NM 

824 

29 

1.7 

0.3 

7 

COMCAST 

410 

1290 

10 

412 

59 

-19.7 

NM 

1609 

55 

NM 

-8.4 

8 

TURNER  BROADCASTING 

444 

1 173 

103 

807 

24 

-94.5 

NM 

1823 

-1 

NM 

NM 

9 

CENTEl  CABLE  TELEVISION 

452 

1156 

161 

154  18 

8.5 

1906 

550 

9 

2.8 

2.5 

10 

MULTIMEDIA 

499 

1007 

38 

440 

7 

26.9 

115 

405 

-1 

38.1 

-4.9 

11 

CABLEVISION  SYSTEMS 

558 

863 

26 

493 

65 

-159.4 

NM 

1  172 

70 

NM 

NM 

12 

CENTURY  COMMUNICATIOHS 

583 

804 

52 

175 

16 

-8.5 

NM 

830 

55 

NM 

NM 

13 

CHRIS-CRAFT  INDUSTRIES 

625 

721 

79 

251 

4 

21.4 

103 

870  1 

8.7 

22.6 

14 

SCRIPPS  HOWARD  BROADCASTING 

719 

594 

-24 

275 

17 

16.5 

29 

609  8 

7.1 

11.3 

15 

TCA  CABLE  TV 

880 

423 

7 

71 

14 

10.6 

82, 

135 

-2 

13.9 

17.8 

16 

UNITED  TELEVISION 

949 

366 

31 

101 

5 

7.9 

19 

193 

3 

12.9 

14.0 

20B  PUBLISHING 

GROUP  COMPOSITE 

53700 

12 

33726 

9 

2887.1 

7 

37866 

11 

22.2 

20.6 

1    DUN  &  BRADSTREET 

48 

9168 

17 

4267 

13 

499.0 

14 

5024 

34 

NA 

24.6 

2 

TIME 

66 

661 1 

21 

4507 

7 

289.0 

16 

4593 

6 

NA 

21.4 

3 

GANNETT 

78 

6002 

-5 

3314  8 

364.5 

14 

3793  8 

14.2 

21.4 

4 

TIMES  MIRROR 

117 

4549 

-9 

3333 

6 

331.9 

25 

3380 

12 

14.6 

20.7 

5 

MtCRAW-HIlL 

176 

3203 

13 

1818 

4 

185.5 

13 

1758 

7 

21.1 

20.9 

6 

DOW  JOHES 

182 

3088 

-8 

1603 

22 

228.2 

12 

2112 

9 

19.2 

23.2 

7 

TRIBUHE 

187 

3030 

-5 

2335 

9 

210.4 

49 

2942 

7 

NA 

18.0 

8 

AFFILIATED  PUBLICATIONS 

201 

2835 

28 

534 

9 

-80.9 

NM 

425 

-20 

NM 

-34.4 

9 

WASHINGTON  POST 

208 

2748 

-4 

1368 

4 

269.1 

44 

1422 

19 

28.4 

32.4 

10 

KNIGHT-RIDDER 

246 

2337 

-7 

2083 

6 

146.8 

-1 

2357 

23 

10.6 

16.5 

11 

HEW  YORK  TIMES 

270 

2080 

-20 

1700 

4 

161.0 

3 

1915 

12 

14.2 

18.4 

12 

E.  W.  SCRIPPS 

366 

1526 

NA 

1214 

6 

70.1 

55 

1562 

2 

9.4 

1 1.5 

13 

MEDIA  GEHERAL 

506 

987 

49 

756 

6 

8.8  -79 

859 

4 

3.8 

3.5 

14 

COMMERCE  CLEARING  HOUSE 

523 

943 

-17 

625 

1 1 

49.5 

-6 

494 

15 

NA 

22.6 
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COMPANf 

MARKET  VALUE 

SALES 

PROFin 

ASSETS 

RETURN 

TOP 

1000 
RANK 

S  MIL. 

%' 

12 
VONTriS 
1988 
S  MIL. 

CHANGE 
FROM 

1987 

12 

MOKms 

1988 
SMIL 

CHANGE 
FROM 
1987 
% 

12 
MONTHS 
1988 
SMIL. 

CHANGE 
FROM 
1987 

% 

ON 
INVESTH) 
CAPtTAT 

% 

ON 
COMMON 
EQUITY 
% 

IS 

HOUGHTON  MIFFLIN 

668 

657 

33 

368 

7 

24.1 

2 

294 

6 

NA 

12.7 

16 

LEE  ENTERPRiStS 

689 

627 

-6 

257 

6 

41.5 

:::i:c: 

320 

6 

19.2 

24.8 

17 

HARCOURT  BRACE  JOVANOVICH 

714 

598 

15 

1268 

16 

-53.5 

NM 

2140 

6 

NM 

NM 

18 

MEREDITH 

722 

591 

10 

747 

19 

31.8 

-31 

1       700  8 

8.8  8.5 

19 

A.  H.  BELO 

812 

498 

-1 

385  1 

10.1 

-61 

726  -1 

NA 

4.3 

20 

McCLATCHY  NEWSPAPERS 

831 

484 

13 

356 

7 

28.8 

21 

344 

6 

11.3 

11.5 

21 

TOPPS 

903 

400 

87 

183 

13 

23.7  -1 

106 

2 

55.5 

-32.9 

22 

PARK  COMMUNICATIONS 

928 

380 

-4 

160 

7 

19.1 

12 

248 

6 

NA 

11.8 

23 

WESTERN  PUBLISHING  GROUP 

960 

358 

17  1 

543 

29 

1  28.9 

71 

356 

10 

NA 

18.1 

21 

SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

44489 

7 

45051 

19 

1984.1 

24 

42478 

25 

14.6 

13.4 

n1    &.  ENGI 

NEER 

NG 

GROUP  COMPOSITE 

6462 

5 

16499 

15 

-174.3 

NM 

12492 

3 

-2.5 

-5.2 

I  FLUOR 

303 

1838 

23 

5514 

36 

69.0 

NM 

2073 

1 

12.1 

11.5 

2    COMBUSTION  EHGINEERING 

486 

1045 

-24 

3484 

15 

-245.2 

NM 

2546 

-8 

NM 

-41.3 

3  lO&G 

528 

931 

-8 

1406 

11 

68.7 

19 

539 

0 

24.5 

23.8 

4 

McDERMOn  INTERNATIONAL 

671 

656 

-13 

2308 

-2 

-1 19.6 

NM 

3446 

-11 

NA 

-19.0 

5 

FOSTER  WHEELER 

706 

609 

23 

1054 

-14 

28.5 

846 

1109 

3 

NA 

6.5 

6 

STONE  &  WEBSTER 

746 

566 

4 

324 

2 

41.2 

-16 

560  -1 

10.9 

11.3 

7 

MORRISON  KNUDSEN 

853 

458 

7 

1909 

...:?.._ 

-37.0 

NM 

1746 

125 

NA 

-14.5 

8 

THERMO  ELECTRON 

955 

360 

24 

501 

31 

'  20.1 

1 1 

474 

15 

8.4 

11.7 

5TRIBUTION 

GROUP  COMPOSITE 

7921 

-5 

8671 

16 

499.1 

24 

4549 

9 

15.6 

17.2 

1 

GENUINE  PARTS 

202 

2824 

-8 

2942 

13 

181.4 

22 

1  141 

1 1 

NA 

21.8 

2 

W.  W.  GRAINGER 

374 

1484 

-14 

1535 

16 

108.8 

20 

936 

13 

17.1 

17.2 

' 

PREMIER  INDUSTRIAL 

478 

1073 

-18 

566 

16 

68.3 

22 

263 

-21 

32.8 

33.8 

4 

SAFETY-KLEEN 

^  533 

926 

-6 

417 

25 

42.3 

21 

399 

27 

15.6 

20.9 

5 

AVNH 

595 

789 

-15 

1934 

16 

50.7 

36 

1100  1 

6.5 

7.1 

AAR 

857 

451 

14 

384 

23 

23.1 

29 

329 

23 

13.7 

14.5 

UNITED  STATIONERS 

1  936 

375 

9 

894 

17 

24.6 

49 

381 

19 

NA 

15.6 

N  T  R  0  L 

GROUP  COMPOSITE 

19690 

17 

8204 

26 

935.4 

37 

9967 

35 

17.1 

20.6 

1    WASTE  MANAOEMEMT 

43 

9784 

17 

3566 

29 

464.2 

42 

1  4879 

46 

NA 

22.5 

2 

BROWNING-FERRIS  INDUSTRIES 

129 

4264 

2 

2172 

23 

235.7 

28 

2337 

16 

14.4 

21.7 

CHEMICAL  WASTE  MANAGEMENT 

205 

2776 

-2 

700 

25 

1 16.9 

35 

876 

45 

NA 

22.3 

4 

WHEELABRATOR  TECHNOLOGIES 

448 

1 161 

47 

1205 

20 

42.6 

70 

1192 

38 

6.2 

8.4 

5 

ROLLINS  ENVIRONMENTAL  SERVIUS 

665 

666 

-40 

198 

7 

27.1 

-13 

205 

14 

16.5 

16.7 

6 

CHAMBERS  DEVELOPMENT 

785 

529 

37 

137 

133 

19.5 

100 

301 

31  ^ 

10.1 

20.5 

7 

CALGON  CARBON 

801 

510 

16 

226 

32 

29.5 

67 

178 

30 

28.0 

27.8 

:)VERTISING 

GROUP  COMPOSITE 

4773 

10 

5790 

16 

337.6 

2 

5645 

9 

18.2 

17.0 

1    R.  R.  DONNELLEY  &  SONS 

196 

2923 

0 

2878 

16 

205.3 

-6 

2346 

5 

14.9 

15.8 

2    INTERPUBLIC  GROUP 

548 

883 

13 

1192 

23 

60.1 

22 

1310  18 

20.3 

20.0 

'    3    OMNICOM  GROUP 

^  824 

488 

-4 

881 

9 

39.2 

13 

1 135 

9 

16.7 

19.5 

4 

OeiLVY  GROUP 

836 

479 

16 

838 

13 

33.0 

1 1 

854  8 

19.8 

18.0 
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Juvenile  Diabetes 
only  affects 
men,  women 
and  children. 


Just  because  it's  called  'juvenile  diabetes' 
doesn't  mean  it's  a  child's  disease.  It  can 
strike  anyone.  At  any  time.  And  when  it 
does,  it  can  bring  along  some  very  adult 
complications.  Like  heart  attacks,  strokes, 
kidney  failure  and  blindness. 


In  spite  of  all  this,  things  have  never 
looked  better.  Because  we  know  a  cure  is 
possible.  We're  the  JDF  and  we  fund  diabetes 
research.  Research  that  will  change  the 
outlook  for  juvenile  diabetes.  And  for  the 
men,  women  and  children  it  affects. 


JDF  International. The  Diabetes  Research  Foundation 

432  Park  Avenue  South,  New  York,  NY  10016  Tel:  1-800-JDF-CURE. 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 
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TOP 
1000 
RANK 

SMIL. 

CHANGE 
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% 

12 

MONTHS 
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$  MIL 
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% 

12 

MONTHS 
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CHANGE 
FROM 
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12 
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21E  OTHER  SERVICES 

GROUP  COMPOSITE 

5642 

-4 

5887 

27 

386.3 

35 

9825 

97 

25.1 

18.6 

1    SiRVICE  CORP.  INTERNATIONAl 

550 

874 

-25 

567 

17 

36.7 

-39 

1203 

32 

5.7 

6.5 

2 

KELLY  SERVICES 

576 

828 

-26 

1269 

9 

60.3 

20 

326 

25 

27.6 

27.6 

3 

HANDIEMAN 

675 

648 

54 

630 

20 

39.8 

25 

345 

1 1 

NA 

23.1 

4 

SOTHEBY'S  HOLDINGS 

710 

603 

NA 

349 

25 

62.7 

60 

351 

NA 

49.5 

46.7 

5 

NATIONAL  EDUCATION 

720 

592 

61 

457 

15 

46.1 

NM 

423 

20 

17.5 

25.0 

6 

CINTAS 

843 

467 

10 

225 

23 

19.3 

26 

200 

15 

13.5 

15.5 

7 

ROLLINS 

875 

428 

1  1 

381 

7 

24.7 

12 

147 

12 

40.5 

40.5 

8 

KINDER  CARE 

876 

426 

-26 

935 

85 

43.3 

65 

6087 

189 

22.4 

11.0 

9 

ARMOR  ALL  PRODUCTS 

879 

424 

3 

148 

36 

25.6 

37 

108 

28 

NA 

29.3 

10 

JWP 

971 

352 

51 

925 

45 

27.8 

25 

636 

36 

NA 

20.0 

TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

193275 

22 

149149 

9 

9686.1 

-21 

270205 

5 

12.6 

10.3 

•y^^MENT  & 

ICES 

CROUP  COMPOSITE 

65929 

36 

50566 

15 

-1290.1 

NM 

59744 

2 

NM 

-7.5 

1    AMERICAN  TELEPHONE  &  TELEGRAPH 

4 

34357 

1 1 

35210 

4 

-1669.0 

NM 

35152 

-9 

NM 

-14.6 

2 

MCI  COMMUNICATIONS 

72 

6413 

94 

5137 

30 

356.0 

356 

5584 

6 

NA 

28.1 

3 

UNITED  TELECOMMUNICATIONS 

93 

5426 

81 

6493 

121 

141.8 

NM 

9817 

50 

NA 

9.0 

4 

McCAW  CELLULAR  COMMONS. 

107 

4907 

104 

31  1 

58 

-297.0 

NM 

2076 

32 

NM 

NM 

5 

CONTEL  CELLULAR 

297 

1888 

NA 

35 

NA 

2.6 

NA 

173 

NA 

1.0 

2.0 

6 

CITIZENS  UTILITIES 

302 

1842 

33 

300 

9 

74.2 

16 

1013 

7 

12.5 

16.2 

7 

US  WEST  NEWVECTOR  CROUP 

339 

1715 

NA 

133 

32 

-24.8 

NM 

307 

26 

NM 

-14.5 

8 

METRO  MOBILE  CTS 

379 

1469 

70 

67 

165 

-40.5 

NM 

236 

-6 

NM 

NM 

9 

CELLULAR  COMMUNICATIONS 

469 

1  109 

133 

52 

79 

-10.5 

NM 

278 

26 

NM 

-9.5 

10 

TELEPHONE  &  DATA  SYSTEMS 

536 

915 

153  ^ 

196 

12 

10.6 

-7 

563  18 

5.2 

5.1 

n    U.  S.  CELLULAR 

570 

835 

NA 

15 

NA 

-7.7 

NA 

106 

NA 

NM 

-9.0 

12 

MOBILE  COMMUNICATIONS 

574 

830 

33 

110 

25 

-14.2 

NM 

338 

13 

NA 

-6.9 

13 

PACIFIC  TELECOM 

608 

758 

39 

552 

5 

58.4 

31 

1 133 

-5 

NA 

13.0 

14 

CENTURY  TELEPHONE  ENTERPRISES 

629 

713 

146 

184 

17 

23.4 

0 

498 

5 

NA 

14.9 

15 

TELECOM-USA 

682 

633 

167 

524 

32 

27.3 

82 

360 

30 

24.5 

47.1 

16 

VANGUARD  CELLULAR  SYSTEMS 

761 

556 

166 

23 

110 

-26.6 

NM 

142 

154 

NA 

-52.7 

17 

COMMUNICATIONS  SATELLITE 

811 

500 

3 

359  8 

62.0 

248 

1 163 

5 

7.5 

1 1.4 

18 

ASSOCIATED  COMMUNICATIONS 

947 

367 

36 

16 

88 

-7.9 

NM 

49 

-8 

NM 

-28.4 

19 

DSC  COMMUNICATIONS 

964 

356 

13 

340 

28 

20.0 

3057 

429 

17 

8.7 

8.9 

20 

SCIENTIFIC-ATLAHTA 

989 

340 

-9 

510 

-1 

31.8 

12 

329 

9 

12.8 

12.7 

22B  TELEPHONE 

COMPANIES 

GROUP  COMPOSITE 

127347 

16 

98584 

6 

10976.2 

9 

210462 

6 

17.5 

14.4 

1  BELLSOUTH 

13 

18850 

-2 

13597 

1 1 

1665.5 

0 

28472 

4 

1  1.4 

14.1 

2 

GTE 

23 

15172 

21 

16460 

7 

1224.7 

9 

31104  8 

9.8 

14.5 

3 

BELL  ATLANTIC 

25 

14727 

5 

10880  1 

1316.8 

6 

24729 

5 

10.7 

14.4 

4 

PACIFIC  TELESIS  GROUP 

26 

14348 

15 

9483 

4 

1188.0 

25 

21 191 

-1 

1 1.7 

14.7 

5 

AMERITECH 

28 

13796 

8 

9903 

4 

1237.4 

4 

19163 

2 

12.2 

15.8 

6 

NYNEX 

29 

13734 

-1 

12661 

5 

1315.0 

3 

25378 

10 

1  1.5 

14.0 

7 

SOUTHWESTERN  BELL 

31 

13330 

17 

8453 

6 

1060.1  1 

20985 

-2 

1  1.0 

12.6 

8 

US  WEST 

40 

1 1096 

12 

9221 

6 

1 131.7 

13 

22416 

7 

10.8 

14.5 

9 

CONTEL 

148 

3878 

50 

2964 

9 

31 1.6 

262 

5907 

7 

NA 

20.2 
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10 

CEHTEL 

219 

2655 

27 

1095 

2 

1 09  8 

—  18 

3753 

37 

9  4 

1 1  9 

n 

SOUTHERN  NEW  ENGLAND  TEL. 

276 

2018 

32 

1583 

6 

155.4 

1 1 

3073 

13 

10.5 

13.7 

12 

ALLTEL 

323 

1766 

72 

1068  8 

125.0 

2 

2153 

0 

1 1.2 

15.7 

13 

CINCINNATI  BELL 

403 

1328 

70 

738 

16 

84.3 

31 

1253 

10 

NA 

17.0 

14 

ROCHESTER  TELEPHONE 

674 

648 

30 

479 

3 

50.9 

40 

885 

3 

NA 

15.4 

23 

Ms.  %S 

TRANSPORTATION 

INDUSTRY  COMPOSITE 

55140 

-1 

103906 

14 

3938.5 

41 

129518 

1 

8.5 

10.0 

23A  AIRLINES 

GROUP  COMPOSITE 

14561 

2 

50304 

17 

1001.3 

23212 

44054 

2 

6.5 

8.9 

1  AMR 

159 

3456 

36 

8824 

23 

476.8 

140 

9434 

13 

10.5 

15.4 

2 

DELTA  AIR  LINES 

206 

2755 

14 

7323 

15 

344.5 

48 

5816 

8 

12.9 

14.5 

3 

UAL 

227 

2574 

-46 

8982  8 

599.9 

NM 

6593 

-23 

25.3 

50.0 

4 

HWA 

309 

1824 

42 

5650 

10 

135.1 

31 

4372 

2 

6.9 

8.4 

5 

USAIR  GROUP 

338 

1722 

10 

5707 

90 

165.0 

-15 

5515 

38 

6.7  8.1 

6 

SOUTHWEST  AIRLINES 

606 

762 

39 

860 

1 1 

58.0 

188 

1271 

22 

8.4 

10.5 

7 

PAN  AM 

724 

588 

47 

3569 

17 

-96.9 

NM 

2176 

-7 

NM 

NM 

8 

TEXAS  AIR 

806 

506 

-9 

8573 

-1 

-718.6 

NM 

8147 

-6 

NM 

NM 

9 

ALASKA  AIR  GROUP 

942 

374 

42 

814 

15 

37.5  181 

730 

3 

10.4 

12.4 

-  .. 

23B  RAILROADS 

GROUP  COMPOSITE 

26521 

-5 

31180 

10 

1890.5 

3 

59277 

-3 

8.4 

9.4 

1    UNION  PACIFIC 

53 

7524 

8 

6068 

13 

558.7 

13 

12227 

12 

9.8 

12.5 

2 

NORFOLK  SOUTHERH 

75 

6252 

10 

4462  8 

635.1 

268 

10059 

3 

NA 

12.3 

3 

CSX 

161 

3414 

-27 

7592 

9 

-38.0 

NM 

13026 

5 

NM 

-1.5 

4 

SANTA  FE  SOUTHERN  PACIFIC 

170 

3306 

26 

3144 

1 1 

146.7 

-39 

6824 

-22 

10.8 

30.4 

5 

CONSOLIDATED  RAIL 

1  244 

2347 

5 

3490 

7 

306.0 

15 

7224 

6 

NA 

7.7 

6 

BURLINGTON  NORTHERN 

321 

1771 

-67 

4700 

1  1 

207.2 

16 

6330 

-29 

10.3 

22.5 

7 

CNW 

690 

626 

69 

995 

1  1 

69.3 

323 

1727  1 

10.9 

12.8 

8 

FLORIDA  EAST  COAST  INDUSTRIES 

769 

548 

6 

181  13 

35.6 

36 

561  8 

9.1 

9.1 

9 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

913 

392 

-12 

507 

0 

-46.3 

NM 

917 

0  ' 

-4.9 

-14.1 

10 

CHICAGO  MILWAUKEE 

988 

340 

-5 

42 

-59 

16.2 

-48 

382 

-4 

4.2 

4.2 

23C  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

7372 

3 

12038 

15 

488.5 

-8 

18040 

12 

12.3 

11.5 

1    FEDERAL  EXPRESS 

234 

2495 

9 

4244 

21 

192.0 

9 

3145 

13 

10.7 

13.7 

2 

RYDER  SYSTEM 

279 

2008 

-20 

5030 

9 

134.6 

-28 

6039 

5 

7.4 

8.6 

3 

FLIGHTSAFETY  INTERHATIOHAL 

479 

1070 

18 

183 

34 

50.0 

20 

438  18 

17.4 

19.1 

4 

INTERNATIONAL  LEASE  FINANCE 

617 

742 

34 

202 

17 

43.4 

-9 

1765 

55 

5.6 

15.4 

5 

PHH 

736 

578 

7 

1792 

22 

21.4 

-51 

4048 

6 

NA 

6.5 

6 

GATX 

835 

479 

19 

587 

7 

47.0 

35 

2605  18 

8.6 

NA 

23D  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

6686 

8 

10385 

15 

558.2 

32 

8147 

8 

14.4 

14.6 

1    ALEXANDER  «  BALDWIN 

342 

1687 

33 

665 

5 

135.1 

12 

1070 

7 

NA 

22.6 

2 

ROADWAY  SERVICES 

442 

1 179 

-1 1 

2185 

14 

80.2 

59 

1193  8 

NA 

12.0 

3 

COHSOLIDATED  FREICHTWAYS 

461 

1 127 

-4 

2689 

17 

1 13.2 

52 

1536 

12 

15.0 

15.4 

4 

YELLOW  FREIGHT  SYSTEM 

581 

809 

-9 

2016 

15 

69.0 

67 

1021 

10 

13.3 

16.9 

5 

OVERSEAS  SHIPHOIDINC  CROUP 

598 

774 

38 

307 

5 

46.4 

31 

1316 

4 

6.6 

6.8 

6 

AMERICAN  PRESIDENT 

698 

620 

-9 

2131 

17 

81.3 

3 

171 1 

3 

8.8  13.9 

7 

J.  B.  HUNT  TRANSPORT  SERVICES 

823 

489 

19 

393 

37 

33.0 

47 

300 

20 

17.9 

23.2 

24 

UTILITIES 

INDUSTRY  COMPOSITE 

182842 

7 

197373 

5 

18394.9 

-11 

524704 

3 

8.9 

10.2 

24A  ELECTRIC  & 

WATER 

GROUP  COMPOSITE 

157210 

6 

155165 

6 

16944.9 

-II 

462060 

3 

8.3 

10.5 

I 

SOUTHERN 

54 

7253 

3 

7235  1 

965.8 

38 

22374 

2 

NA 

12.7 

2 

PACIFIC  GAS  &  ELECTRIC 

58 

7044 

9 

7646 

6 

62.1 

-90 

21847 

2 

NA 

-0.5 
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3 

COMMOHWEAITH  EDISON 

61 

6979 

16 

5613 

-1 

737.5 

-32 

20196 

0 

7.8 

9.1 

4  SCECORP 

63 

6936 

1 

6253 

12 

808.5 

12 

15781 

10 

10.3 

15.0 

5 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

99 

5173 

1 

5109 

0 

599.3 

9 

9552  1 

9.6 

13.3 

6 

AMERICAN  ELECTRIC  POWER 

101 

5056 

-9 

4841  1 

693.0 

19 

14262 

2 

10.3 

15.0 

7 

PUBLIC  SERVICE  ENTERPRISE  CROUP 

109 

4877 

-2 

4395 

4 

559.9 

0 

1 1 690  8 

9.8 

13.5 

8 

TEXAS  UTILITIES 

112 

4775 

14 

4154 

2 

737.6 

-4 

16058 

15 

9.5 

1 1.4 

9 

DUKE  POWER 

121 

4456 

-4 

3627 

-2 

448.1 

-10 

8891 

4 

8.9 

1  1.5 

10 

PACIFICORP 

131 

4222 

78 

3519 

7 

446.7 

9 

1 1396 

1 1 

NA 

23.1 

11 

PHILADELPHIA  ELECTRIC 

138 

4028 

6 

3229  1 

566.0 

5 

1  1863 

6 

9.9 

13.0 

12 

DOMINION  RESOURCES 

139 

4022 

-3 

3344 

2 

491.0 

2 

10282 

4 

9.6 

13.6 

13 

FPL  GROUP 

149 

3852 

-1 

5854 

32 

493.3 

9 

1 1793 

5 

10.2 

13.7 

14 

MIDDLE  SOUTH  UTILITIES 

160 

3427 

65 

3565 

3 

498,0 

1 1 

15913 

5 

8.4 

8.5 

15 

HOUSTON  INDUSTRIES 

174 

3214 

-14  ^ 

3596 

0 

458.0 

-4 

10207 

6 

9.7 

12.2 

16 

OHIO  EDISON 

185 

3050 

5 

2143 

20 

229.9 

-46 

7774 

-2 

7.4 

7.0 

17 

CAROLINA  POWER  &  LIGHT 

197 

2893 

2 

2273 

9 

196.8 

-44 

7504 

0 

6.8 

7.1 

18 

CENTRAL  &  SOUTH  WEST 

198 

2854 

-6 

2512 

3 

356.0 

-1  1 

81  10 

3 

10.4 

12.5 

19 

PEHNSYLVANIA  POWER  &  LIGHT 

221 

2634 

-2  ^ 

2214 

6 

332.0 

10 

7525  1 

9.3 

13.7 

20 

DETROIT  EDISON 

228 

2568 

25 

3102 

9 

-235.3 

NM 

1081 1 

-1 

2.0 

-10.3 

21 

UHIOH  ELECTRIC 

239 

2413 

0 

2029 

4 

291.6 

-13 

5827 

-2 

9.3 

13.8 

22 

BALTIMORE  GAS  &  ELECTRIC 

247 

2329 

-5 

1864 

3 

303.4  1 

5126 

7 

10.1 

14.5 

23 

CENTERIOR  ENERGY 

256 

2236 

-3 

2038 

6 

-32.6 

NM 

12047 

6 

NM 

-3.7 

24 

GENERAL  PUBLIC  UTILITIES 

261 

2161 

7 

2834 

6 

313.8  8 

6415 

2 

10.0 

14.0 

25 

SAN  DIEGO  GAS  &  ELECTRIC 

271 

2068 

16 

2076 

9 

189.4 

6 

3533 

_l 

9.9 

14.4 

26 

NORTHEAST  UTILITIES 

273 

2038 

-8 

2079 

1 1 

263.4 

4 

6765 

2 

7.9 

12.2 

27 

CMS  EHERGY 

278 

2016 

37 

2943 

6 

296.3 

-8 

8305 

4 

NA 

17.1 

28 

NORTHERN  STATES  POWER 

291 

1923 

-5 

2006 

13 

214.8 

5 

4496 

2 

9.4 

13.6 

29 

ALLEGHENY  POWER  SYSTEM 

296 

1890 

-4 

2170 

10 

223.6 

-1 

4323  1 

9.4 

13.6 

30 

POTOMAC  ELECTRIC  POWER 

300 

1854 

-12 

1350  1 

211.1  1 

4146 

12 

9.7 

16.2 

31 

WISCONSIN  EHERGY 

333 

1734 

6 

1541 

13 

189.1 

8 

2803 

-6 

10.4 

14.9 

32 

FLORIDA  PROGRESS 

334 

1731 

-2 

2002 

2 

196.6 

-5 

4304 

4 

11.0 

13.7 

33 

NIAGARA  MOHAWK  POWER 

350 

1645 

-7 

2800 

7 

208.8 

261 

7076 

4 

7.0 

8.5 

34 

LOHG  ISLAND  LIGHTING 

354 

1598 

62 

2138 

3 

298.5 

1 1 

8317 

-10 

9.2 

8.9 

35 

OKLAHOMA  GAS  &  ELECTRIC 

392 

1375 

2 

1098 

3 

137.8 

21 

2521 

3 

10.4 

15.2 

36 

NEW  ENGLAND  ELECTRIC  SYSTEM 

404 

1318 

6 

1520 

5 

-43.2 

NM 

3718 

-6 

NA 

-5.1 

37 

TECO  ENERGY 

415 

1277 

-2 

1034 

7 

126.1  8 

2315 

2 

10.7 

14.6 

38 

ILLINOIS  POWER 

419 

1267 

-19 

1285 

5 

155.4 

-46 

6053 

2 

6.0 

6.2 

39 

NEW  YORK  STATE  ELECTRIC  &  CAS 

424 

1262 

3 

1340 

4 

171.5 

228 

4693 

5 

9.7 

13.5 

40 

CINCINNATI  GAS  &  ELECTRIC 

427 

1256 

7 

1386 

2 

226.9 

99 

3361 

9 

1 2.3 

1 8.0 

41 

PINNACLE  WEST  CAPITAL 

429 

1237 

-48 

1442 

9 

4.2 

-98 

13100 

-13 

1.0 

0.2 

«2 

SCAHA 

440 

1 197 

-5 

1083 

-3 

128.8 

-8 

2887 

6 

9.9 

13.4 

43 

TUCSON  ELECTRIC  POWER 

454 

1 150 

-17 

543 

15 

128.9 

2 

2061 

4 

10.4 

15.5 

44 

SOUTHWESTERN  PUBLIC  SERVICE 

477 

1074 

3 

791 

2 

104.9  1 

1661  1 

10.8 

15.6 

45 

PUBLIC  SERVICE  CO.  OF  COLORADO 

480 

1069 

-6 

1685 

2 

125.0 

-13 

2984 

2 

9.7 

13.0 

46 

DUQUESHE  LIGHT 

484 

1059 

-1 

1063 

20 

137.4 

-1 1 

3877 

-7 

NA 

10.7 

47 

DPL 

492 

1030 

-4 

989 

5 

135.7 

34 

2556 

5 

9.6 

14.7 

48 

PUGET  SOUHD  POWER  8  LIGHT 

495 

1020 

-2 

791 

9 

128.2 

6 

2497 

2 

9.4 

13.2 

49 

PORTLAHD  GENERAL 

502 

1003 

-5 

762 

0 

109.4 

14 

2437 

-8 

8.9 

11.3 

50 

NIPSCO  INDUSTRIES 

505 

990 

23 

1524 

5 

122.9 

89 

3685 

-4 

8.3 

10.1 

51 

GULF  STATES  UTILITIES 

535 

918 

51 

1520 

6 

103.1 

-57 

6858  1 

6.3 

1.9 

52 

KANSAS  CITY  POWER  &  LIGHT 

549 

882 

7 

737 

5 

105.7 

2 

2647 

0 

8.9 

12.2 
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COMPANY 

MARKET  VALUE 
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PROFITS 
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CHANGE 

12 

CHANGE 

12 

CHANGE 

12 

CHANGE 

ON 

ON 
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RANK 
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% 
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% 

$  MIL. 

% 

SMIL 

% 

% 

% 

53 

MONTANA  POWER 

562 

853 

5 

444 

5 

71.9 

15 

1926 

3 

7.9  8.8 

54 

IPALCO  ENTERPRISES 

577 

821 

-4 

609 

10 

105.8 

10 

1752  1 

10.8 

14.6 

55 

DELMARVA  POWER  &  LIGHT 

584 

802 

-1 

768  8 

84.7 

6 

1915 

6 

9.2 

12.7 

56 

IDAHO  POWER 

597 

777 

-5 

412 

5 

49.1 

2 

1609 

0 

7.8 

7.8 

57 

KANSAS  POWER  &  LIGHT 

604 

765 

-10 

1 166 

0 

79.8 

-10 

1777 

3 

9.5 

12.9 

58 

PSI  HOLDINGS 

621 

729 

3 

1043 

-3 

1 16.6 

-20 

2129 

-4 

13.8 

21.0 

59 

CENTRAL  ILLINOIS  PUBLIC  SERVICE 

639 

701 

-7 

616 

4 

86.2 

23 

1678  1 

9.5 

13.5 

60 

KENTUCKY  UTILITIES 

644 

695 

-4 

560  1 

79.3  8 

1351 

3 

10.6 

14.9 

61 

MINNESOTA  POWER  &  LIGHT 

649 

687 

5 

460  8 

72.9 

4 

1484 

7 

10.6 

13.9 

62 

LOUISVILLE  GAS  &  ELECTRIC 

651 

685 

1 

660 

5 

85.0 

12 

1763 

6 

9.1 

13.1 

63 

KANSAS  GAS  &  ELECTRIC 

656 

674 

-13 

526 

2 

77.2 

7 

2443 

-5 

NA 

10.9 

64 

ATLANTIC  ENERGY 

672 

656 

6 

676 

4 

78.1 

0 

1660 

1 1 

9.7 

13.3 

65 

HAWAIIAN  ELECTRIC  INDUSTRIES 

688 

628 

13 

733 

15 

59.7 

40 

2572 

103 

1 1.0 

12.4 

66 

BOSTON  EDISON 

696 

621 

-2 

1203 

2 

84.2 

-3 

2817 

4 

8.2 

9.6 

67 

WASHINGTON  WATER  POWER 

716 

597 

4 

542 

36 

71.4 

5 

1378 

-3 

8.8  12.1 

68 

WPl  HOLDINGS 

717 

597 

-3 

601 

9 

61.7 

5 

1026 

-10 

10.3 

13.9 

69 

AMERICAN  WATER  WORKS 

751 

564 

10 

512 

6 

56.9 

2 

1737  8 

8.7 

12.1 

70 

ROCHESTER  GAS  S  ELECTRIC 

774 

543 

5 

774 

6 

76.1 

213 

1823 

2 

8.8  12.6 

71 

NEVADA  POWER 

775 

540 

0 

409 

9 

50.2 

-10 

1014  8 

8.8  12.5 

72 

SIERRA  PACIFIC  RESOURCES 

792 

520 

7 

408 

13 

45.3 

6 

1244 

9 

8.3 

11.3 

73 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

799 

512 

-6 

496 

4 

58.4 

5 

1242 

5 

8.6 

13.4 

74 

WISCONSIN  PUBLIC  SERVICE 

826 

487 

-7 

604 

4 

56.4 

7 

993 

4 

10.6 

14.2 

75 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

845 

465 

-38 

792  1 

85.0 

-39 

2567 

-5 

7.7 

7.7 

76 

EL  PASO  ELECTRIC 

862 

443 

-15 

384 

14 

29.6 

-27 

2043 

-8 

NA 

3.0 

77 

CILCORP 

870 

432 

0 

471 

4 

49.3 

27 

1096 

2 

9.3 

13.4 

78 

EASTERN  UTILITIES  ASSOCIATES 

893 

41 1 

28 

374 

2 

40.4 

-15 

1209 

13 

1 1.5 

12.4 

79 

MIDWEST  ENERGY 

908 

394 

-5 

570 

6 

43.9 

17 

1092  1 

9.9 

14.7 

80 

CENTRAL  MAINE  POWER 

909 

394 

1 

654 

4 

45.8 

-1 

1211 

10 

NA 

1  1.7 

81 

IOWA  RESOURCES 

914 

392 

-17 

348 

2 

33.8 

-19 

1 198 

4 

7.1 

9.4 

82 

MAGMA  POWER 

934 

376 

60 

26 

34 

9.3 

132 

229 

57 

6.6 

7.5 

83 

UTILICORP  UNITED 

935 

376 

16 

673 

13 

40.9 

23 

1005 

7 

10.4 

12.1 

84 

CENTRAL  LOUISIANA  ELECTRIC 

962 

356 

-2 

301 

-1 

43.1 

-4 

890 

3 

10.3 

13.7 

85 

ORANGE  &  ROCKLAND  UTILITIES 

968 

355 

-8 

487  8 

44.6 

7 

922 

5 

10.0 

13.6 

86 

SOUTHERN  INDIANA  CAS  &  ELECTRIC 

974 

351 

9 

313 

13 

38.2 

15 

699 

6 

10.5 

15.4 

87 

UNITED  ILLUMINATING 

984 

344 

22 

519 

4 

78.6 

809 

2365 

9 

10.9 

14.2 

88 

MDU  RESOURCES  GROUP 

985 

342 

0 

344 

6 

34.9 

25 

977 

2 

8.2 

12.1 

24B  GAS  &  TRANSMtS 

GROUP  COMPOSITE 

25632 

13 

42208 

1 

1450. 1 

-4 

62645 

3 

9,5 

7.7 

1    CONSOLIDATED  NATURAL  GAS 

180 

3142 

-2 

2468 

6 

192.9 

4 

3851 

3 

1  1.3 

12.0 

2 

TEXAS  EASTERN 

214 

2676 

70 

3481 

-4 

166.9 

74 

4869 

0 

8.2 

12.4 

3 

PACIFIC  ENTERPRISES 

232 

2530 

-14 

5932 

10 

229.3 

-1 

6866 

34 

NA 

11.8 

4 

ARKLA 

314 

1804 

9 

1996 

4 

124.8  8 

3040 

29 

NA 

16.7 

5 

ENRON 

319 

1783 

4 

5708 

-4 

130.2 

143 

8700 

-7 

NA 

6.8 

6 

COLUMBIA  GAS  SYSTEM 

353 

1600 

23 

3129 

12 

1  19.0 

7 

5641 

4 

8.0 

7.3 

7 

SONAT 

430 

1229 

8 

1392 

-2 

84.7  8 

3138 

-1 

6.7 

7.7 

8 

PANHANDLE  EASTERN 

439 

1 199 

-14 

1262 

-19 

-171.9 

NM 

2973 

-2 

NA 

-20.6 

9 

WILLIAMS 

441 

1 193 

17 

1673 

-6 

-4.9 

NM 

3567 

4 

-4.8 

-0.4 

10 

TRANSCO  ENERGY 

463 

1 1  19 

34 

2774 

-12 

-27.2 

NM 

3527 

-13 

1.4 

-8.9 

II 

ENSERCH 

465 

1117 

6 

2739 

7 

10.7 

-83 

2970 

-1 1 

NA 

-0.7 

12 

NICOR 

538 

908 

7 

1509 

5 

106.1 

27 

2100 

6 

12.6 

17.2 

13 

EQUITABLE  RESOURCES 

637 

702 

2 

406 

0 

47.1 

36 

101  1 

7 

8.8  10.2 

14 

PEOPLES  ENERGY 

664 

668 

17 

1 134  1 

82.6 

44 

1508 

2 

11.1 

15.9 

IS 

OUESTAR 

707 

608 

-7 

486 

-1 

24.6 

0 

1026 

-2 

6.1 

5.4 

16 

BROOKLYN  UNION  GAS 

747 

565 

5 

928 

2 

67.1 

13 

1348 

10 

9.7 

13.3 

17 

EASTERN  GAS  &  FUEL  ASSOCIATES 

749 

565 

-2 

672 

-1 

50.7 

7 

1041 

6 

9.5 

10.9 

18 

ATLANTA  GAS  LIGHT 

794 

518 

12 

973 

-6 

43.7 

-15 

1322 

26 

8.7 

11.1 

19 

NATIONAL  FUEL  GAS 

838 

478 

-5 

798 

9 

47.0 

27 

1291 

9 

10.8 

1 1.2 

20 

WASHINGTON  GAS  LIGHT 

842 

473 

23 

698 

2 

45.1 

14 

923 

12 

9.0 

11.4 

21 

DIVERSIFIED  ENERGIES 

910 

393 

-10 

769 

17 

32.3 

14 

819 

3 

9.7 

12.0 

22 

MCN 

952 

363 

NA 

1281 

3 

47.7 

2 

1281 

4 

12.8 

19.3 
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Businessweek 


Business  Week 
and  the  Foreign  Policy  Association  present 

1992  AND  BEYOND 

THE  RESHAPING  OF  EUROPE: 
IMPLICATIONS  FOR  GLOBAL  BUSINESS 

McGraw-Hill  World  Headquarters,  New  York 
May  2-3, 1989 

Put  your  strategic  and  competitive  concerns  on  the  table  in  face-to-face  meetings  with  the 
pohcymakers  of  the  New  Europe  at  an  event  unlike  any  other  public  conference  on  the 
"Europe  1993"  topic: 

•  Business  Week  presents  the  first  major  U.S.  gathering  of 
European  policymakers  and  business  leaders  for  the 
specific  purpose  of  hearing  American  business  express 
itself  on  the  coming  changes  in  Europe. 

•  SECTOR  BY  SECTOR,  all  concerns  will  be  set  forth  in 
the  presence  of  all  parties -American  firms,  European 
competitors,  policymakers  of  the  European  Community, 
officials  of  the  Bush  administration  and  members  of 
the  U.S.  Congress. 

•  Many  powerful  figures  of  European  policymaking 
are  coming  to  New  York  expressly  for  this  event.  THE 
RESHAPING  OF  EUROPE:  IMPLICATIONS  FOR 
GLOBAL  BUSINESS  is  an  important  contact  oppor- 
tunity for  any  firm  wanting  to  make  its  concerns  part 
of  Europe's  thinking. 

•  The  top  European  and  American  experts  on  the 
implications  of  the  European  single  market  will  be 
present.  Be  there  to  meet  the  people  who  are  asking 
the  questions,  doing  the  research,  and  finding  the 
answers  to  every  trade  and  investment  issue  as  Europe 
moves  toward  full  economic  unity. 

Presented  by  Business  Week  and  the  Foreign  Policy  Association,  in  association  with  Arthur 
Andersen  &  Co.,  Arthur  D.  Little,  Inc.,  MCI  Communications  Corporation,  The  Bureau  of 
National  Affairs,  Inc.,  and  DRl/ McGraw-Hill. 


Arthur 
I  Andersen 


ArthirD  Little 


MCI 


DRI/McGraw-Hill 


For  detailed  information  call  BusinessWeek,  1-800-848-9018,  or  (212)  512-4930. 
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857  AAR  855    861    891  21 

1 1  n  Nicholas  Blvd.  Elk  Grove  Vil,  IL  60007/312-439-3939 

38ABB0nLABS.  162      56    279  12 

Abboti  Park-Rt  43  &  137,  N.  Chicogo.  IL  60064/312-937-6100 

694  ACUSON  952    822    982  12 

1220  Chorleslon  Rd,  Mtn  View,  CA  94043/415-969-91 12 

865  ADOBE  SYSTEMS  984    869    998  18 

1585  Chorleston  Rd,  Mtn  View,  CA  94039/415-961-4400 

669  ADVAMCED  MICRO        547    887    632  9 

901  Thompson  PI,  Sunnyvale,  CA  94088/408-732-2400 

87  AETNA  LIFE  16      65      12  17 

151  Farminglon  Ave,  Hartford,  Q  06156/203-273-0123 

201  AFFILIATED  PUBS.        765    984    852  20 

135  Morrissey  Blvd,  Boston,  MA  02107/617-929-3300 

346  AHMANSON  (H.  F.)       230    252     30  17 

135  North  Grond  Ave,  Los  Angeles,  CA  90012/213-972-7401 

248  AIR  PRODUCTS  316    236    369  4 

7201  Homilton  Blvd,  Allentown,  PA  18195/215-481-4911 

942  ALASKA  AIR  GROUP     646     735    736  23 

19300  Pacific  Hwy  South,  Seattle,  WA  98188/206-431-7040 

882  ALBANY  INTL  805    744    829  15 

One  Soge  Rd,  Menands,  NY  12204/518-445  2200 

861  ALBERTO-CULVER        715    832    898  6 

2525  Armitoge  Ave,  Melrose  Pork,  IL  60160/312-450-3000 

224  ALBERTSON'S  116    290    534  10 

250  Porkcenter  Blvd,  Boise,  ID  83726/208-385-6200 

493  AUO  STANDARD  207     422    541  5 

825  Duportail  Rd,  Wayne,  PA  19087/215-296-8000 

95  AUOA  71      41    141  16 

1501  Alcoa  BIdg,  Pittsburgh.  PA  15219/412-553-4545 

511  ALEXANDER  &  ALEXANDER  521     529    409  17 

1211  Ave  of  the  Americas,  NY.  NY  10036/212-840-8500 

342  ALEXANDER  &  BALDWIN  703     334    637  23 

822  Bishop  St,  Honolulu,  HI  96813/808-525-661 1 

779  ALLEGHANY  584    665    527  17 

55  East  52nd  St,  New  Yori,  NY  10055/212-752-1356 

556  ALLEGHENY  LUDLUM     527    401    741  16 

1000  Six  PPG  PI,  Pittsburgh,  PA  15222/412-394-2800 

296  ALLEGHENY  POWER      352    234    305  24 

320  Pork  Ave,  New  York,  NY  10022/212-752-2)21 


108  ALLIED-SIGNAL  48     103    149  5 

Columbia  &  Pork  Ave,  Morristown,  NJ  07962/201-455-2000 

323  ALLTEL  561     357    448  22 

100  Executive  Pkwy,  Hudson,  OH  44236/216-650-7000 

599  ALZA  983    896    935  12 

950  Poge  Mill  Rd,  Polo  Aho,  CA  94303/415-494-5000 

272  AMAX  203      58    317  16 

55  Railroad  Ave,  Greenwich,  O  06836/203-629-6000 

520  AMAX  GOLD  976     799    976  16 

1707  Cole  Blvd,  Golden,  CO  80401/303-231-0444 

313  AMDAHL  414     238    476  18 

1250  East  Argues  Ave,  Sunnyvole.  CA  94088/408-746-6000 

193  AMERADA  HESS  186    362    274  11 

1185  Ave  of  the  Americas,  NY,  NY  10036/212-997-8500 
77  AMERICAN  BRANDS        47      83    184  6 

1700  East  Putnam,  Old  Greenwich,  Q  06870/203-698-5000 

106  AMERICAN  CYANAMID    175     173    292  4 

One  Cyanamid  Plaza,  Wayne,  NJ  07470/201-831-2000 

101  AMERICAN  ELECTRIC      166      63    105  24 

One  Riverside  Plozo,  Columbus,  OH  43215/614-223-1000 

35  AMERICAN  EXPRESS       17      36       4  17 

Tower  C  World  FncI  Ctr.  New  York,  NY  10285/212-640-2000 

412  AMERICAN  FAMILY       333     399    229  17 

1932  Wynnfon  Rd,  Columbus.  GA  31999/404-323-3431 

133  AMERICAN  GENERAL     209     120     43  17 

2929  Allen  Pkwy,  Houston,  TX  77019/713-522-11  11 

624  AMERICAN  GREETINGS  520     792    610  14 

10500  American  Rd,  Cleveland,  OH  44144/216-252-7300 

37  AMERICAN  HOME  147      39    291  12 

685  Third  Ave,  New  York,  NY  10017/212-878-5000 

34  AMERICAN  INTL.  39      25     33  17 

70  Pine  St.  New  York,  NY  10270/212-770-7000 

436  AMERICAN  MEDICAL      266     509    361  12 

414  North  Camden.  Beveriy  Hills.  CA  90210/213-278-6200 

500  AMERICAN  NATL.  INS.    607    440    308  17 

One  Moody  Plozo,  Galveston,  TX  77550/409-763-4661 

510  AMERICAN  PETROFINA  305     340    515  11 

8350  N,  Central  Exp,  Dollos,  TX  75206/214-750-2400 

698  AMERICAN  PRESIDENT  360    492    514  23 

1800  Harrison  St,  Oakland,  CA  94612/415-272-8000 

343  AMERICAN  STORES         24    428    201  10 

5201  Am  Eorhort,  Salt  Lake  City,  UT  84116/801-539-0112 

125  AMERICAN  TV  647    533    544  20 

300  First  Stamford  PI,  Stamford,  G  06902/203-328-0600 


751  AMER.  WATER  WORKS  779     602    508  24 

1025  Laurel  Oak  Rd,  Voorhees,  NJ  08043/609-346-8200 

28  AMERITECH  68      20     83  22 

30  South  Wacker  Or,  Chicago,  IL  60606/312-750-5000 

560  AMERITRUST  569     414    139  3 

900  Euclid  Ave,  Cleveland,  OH  44101/216-737-5000 

732  AMES  DEPT.  STORES      355     701    406  8 

2418  Main  St,  Rocky  Hill,  G  06067/203-563-8234 

739  AMETEK  774     752    809  9 

410  Pork  Ave,  New  York,  NY  10022/212-935-8640 

633  AMGEH  985    936    953  12 

1900  Oak  Terrace,  Thousand  Oaks,  CA  91320/805-499-5725 

10  AMOCO  18        9     44  11 

200  East  Randolph  Dr,  Chicago,  IL  60601  /312-856-61 1 1 

115  AMP  302     162    430  9 

470  Friendship  Rd,  Horrisburg,  PA  171  11/717-564-0100 

159  AMR  84      98    160  23 

4200  Americon  Blvd,  Fort  Worth,  TX  76155/817-963-1234 

726  AMSOUTH  BANCORP.    653     495    176  3 

1900  Fifth  Ave  North,  Birmingham,  AL  35203/205-326-5120 

401  AN ADARKO  PETROL.     884    715    549  11 

16855  Northchase  Or,  Houston,  TX  77060/713-875-1  101 

815  ANALOG  DEVICES         814     703    838  9 

Two  Technology  Way.  Norwood,  MA  02062/617-329-4700 

44  ANHEUSER-BUSCH  83      62    202  6 

One  Busch  Place,  St  Louis,  MO  631  18/314-577-2000 

311  AOH  296    251    178  17 

123  North  Wocker  Dr,  Chicago,  IL  60606/312-701-3000 

127  APPLE  COMPUTER        180     119    441  18 

20525  Morioni  Ave,  Cupertino,  CA  95014/408-996-1010 

869  APPLIED  BIOSYCTEMS    958     891    971  9 

850  Lincoln  Centre  Dr,  Foster  City,  CA  94404/415-570-6667 

912  APPLIED  MATERIALS     841     652    886  15 

3050  Bowers  Ave,  Santo  Clara,  CA  95054/408-727-5555 

136  ARCHER-DAHIELS         103     140    280  10 

4666  Fanes  Pkwy,  Decatur,  IL  62526/217-424-5200 

199  ARCO  CHEMICAL  297      92    416  4 

3801  West  Chester.  Newtown  Sq,  PA  19073/215-359-2000 

546  ARISTECH  CHEMIUL     562     287    754  4 

600  Grant  St,  Pittsburgh,  PA  15219/412-433-2747 

314  ARKLA  385    359    376  24 

400  East  Capitol  Ave,  Little  Rock,  AR  72201/501-377-4659 

537  ARMCO  247     344    401  16 

300  Interpoce  Pkwy,  Porsippony,  NJ  07054/201-316-5200 
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879  ARMOR  All  959     833    989  21 

22  Corporote  Pork,  Irvine,  CA  92714/714-553-1003 

352  ARMSTRONG  WORLD     301     289    517  6 

West  Liberty  St,  Lancaster,  PA  17604/7I7-397-061  1 

878  ARVIN  INDUSTRIES       499     900    641  2 

1531  13th  Si,  Columbus,  IN  47201/812-379-3000 

460  ASARCO  386     246    444  16 

180  Maiden  Lane,  New  York,  NY  10038/212-510-2000 

243  ASHLAND  OIL  97     213    306  11 

1000  Ashland  Dr,  Russell.  KY  41  169/606-329-3333 

830  ASHTON-TATE  900     653    912  18 

26101  Hamilton  Ave.  Torrance,  CA  90502/213-329-8000 

947  ASSOCIATED  COMMS.    997    950    999  22 

200  Golewoy  Towers,  Pittsburgh,  PA  15222/412-281-1907 

4  AT&T  9  1000     35  22 

550  Madison  Ave,  New  York,  NY  10022/212-605-5500 

992  ATARI  813     718    834  18 

1 196  Borregas  Ave,  Sunnyvale,  CA  94088/408-745-2000 

794  ATLANTA  GAS  LIGHT      594    684    582  24 

235  Peachtree  St,  Atlanta,  GA  30303/404-584-4000 

672  ATLANTIC  ENERGY        698     502    520  24 

1 199  Block  Horse.  Pleasontville,  NJ  08232/609-645-4500 

19  ATLANTIC  RICHFIELD       25       14      73  11 

515  South  Flower  St,  Los  Angeles,  CA  90071/213-486-351  1 

643  AUTODESK  971     776    969  18 

2320  Marinship  Way,  Sousalito,  CA  94965/415-331-0356 

216  AUTOMATIC  DATA         438    273    536  18 

One  ADP  Blvd,  Roselond,  NJ  07068/201-994-5000 

501  AVERY  INTL.  448     503    620  15 

150  N  Orange  Grove  Bl,  Pasadena,  CA  91103/818-304-2000 

595  AVNET  393     633    628  21 

80  Cutler  Mill  Rd,  Great  Neck,  NY  11021/516-466-7000 

328  AVON  PRODUCTS  259     371    422  6 

9  West  57th  St,  New  York,  NY  10019/212-546-6015 


B 


284  BAKER  HUGHES  330     598    456     1 1 

3900  Essex  Lane,  Houston,  TX  77027/713-439-8600 

691  BALL  559     775    697  7 

345  South  High  St,  Muncie,  IN  47305/317-747  6100 

713  BALLY  MFG.  392     731    399  14 

8700  West  Bryn  Mowr,  Chicogo,  IL  60631/312-399-1300 

247  BALTIMORE  G&E  404     174    268  24 

Charles  Center,  Baltimore.  MD  21203/301-234-5000 

173  BANC  ONE  295     155     58  3 

100  East  Brood  St,  Columbus,  OH  43271/614-248-5800 
918  BANCO  POPULAR         751     655    243  3 

P  0  Box  2708,  Son  Juan,  PR  00936/809-751-9800 

704  BANCORP  HAWAII        718     516    218  3 

1 1 1  South  King  St,  Honolulu,  HI  96813/808-537-81  1  1 

504  BANDAG  789     537    905  2 

Bondog  Center,  Muscatine,  lA  52761/319-262-1400 

336  BANK  OF  BOSTON         153     159      34  3 

100  Federal  St,  Boston,  MA  02110/617-434-2200 


351  BANK  OF  N.  ENGLAND   249     191      38  3 

28  State  St,  Boston,  MA  02109/617-742-4000 

376  BANK  OF  NEW  YORK     306     239      25  3 

48  Wall  5t,  New  York,  NY  10286/212-495-1784 

938  BANK  SOUTH  793     685    276  3 

55  Marietta  St  N  W  ,  Atlanta.  GA  30303/404-529-41 1 1 

135  BANKAMERICA  64      82       8  3 

555  CoHlornio  St.  Son  Francisco,  CA  94104/415-622-3456 

169  BANKERS  TRUST  130      68      21  3 

280  Park  Ave.  New  York.  NY  10017/212-250-2500 

459  BARD  (C.  R.)  665    499    806  12 

731  Central  Ave.  Murray  Hill,  NJ  07974/201-277-8000 

285  BARNETT  BANKS         309     231      55  3 

100  Louro  St,  Jacksonville,  FL  32202/904-791-7720 

487  BATTLE  MTN.  GOLD       961     587    954  16 

333  Clay  St,  Houston,  TX  77002/713-650-6400 

391  BAUSCH&LOMB         593     430    597  6 

One  Lincoln  First  Square,  Rochester,  NY  14604/716-338-6000 

113  BAXTER  INTL.  113     129    170  12 

One  Baxter  Pkwy,  Deerfield,  IL  60015/312-948-2000 

660  BAYBANKS  613    458    159  3 

175  Federal  St,  Boston,  MA  021  10/617-482-1040 
422  BEAR  STEARNS  401     313      32  17 

245  Pork  Ave,  New  York,  NY  10167/212-272-2000 

280  BECTON,  DICKINSON     410     300    447  12 

One  Becton  Dr.  Franklin  Lakes.  NJ  07417/201-848-6800 

25  BELL  ATLANTIC  52       17      60  22 

1600  Market  St.  Philadelphia,  PA  19103/215-963-6000 

13  BELLSOUTH  37       13      50  22 

1 155  Peochtree  St  N  E  ,  Atlonto,  GA  30367/404-249-2000 

812  BEL0(A.H.)  852     917    738  20 

508  Young  St,  Dollas,  TX  75202/214-977-6600 

678  BEMIS  560     716    783  7 

625  Marquette  Ave,  Minneopolis,  MN  55402/612-340-6000 

498  BENEFICIAL  473     411     197  17 

Route  206,  Peapack,  NJ  07977/20)-781-3000 

829  BERGEN  BRUNSWIG      219     734    646  12 

4000  Metropolitan  Dr,  Oronge,  CA  92668/714-385-4000 

930  BERKLEY  (W.  R.)  766     590    603  17 

165  Mason  St,  Greenwich,  O  06836/203-629-2880 

85  BERKSHIRE  HATHAWAY    376     189    225  17 

1440  Kiewit  Plazo,  Omaha,  NE  68131/402-346-1400 

304  BETHLEHEM  STEEL         148     126    297  16 

Eighth  &  Eaton  Aves,  Bethlehem,  PA  18018/215-694  2424 

612  BETZ  LABORATORIES     817     648    901  4 

4636  Somerton  Rd,  Trevose,  PA  19047/215-355-3300 

844  BEVERLY  ENTS.  377     962    487  12 

99  South  Oakland  Ave,  Pasadena,  CA  91  101/818-577-61  1  1 

987  BIG  BEAR  602     906    934  10 

770  Goodole  Blvd.  Columbus.  OH  43212/614-464-6500 

809  BIOMET  970     895    990  12 

Airport  Industrial  Pork,  Worsow,  IN  46580/219-267-6639 

393  BLACK  &  DECKER  327     412    477  15 

701  East  Joppo  Rd,  Towson.  MD  21204/301-583-3900 

771  BLOCK  DRUG  846     694    862  6 

257  Cornelison  Ave.  Jersey  City.  NJ  07302/201-434-3000 


381  BLOCK  (H&R)  638    454    824  17 

4410  Main  St.  Kansas  City,  MO  64111/816-753-6900 

697  BLOCKBUSTER  ENT.      964    905    983  14 

901  E  Los  Olos,  Ft  Louderdnle.  FL  33301/305-524-8200 

470  BOATMEN'S  BANC.        485    536    102  3 

100  North  Broadway.  St  Louis,  MO  63)02/314-425-7500 

854  BOB  EVANS  FARMS       830    790    943  14 

3776  South  High  Si,  Columbus,  OH  43207/614-491-2225 

41  BOEING  29      73    113  1 

7755  E  Marginal  Way  S  ,  Seattle,  WA  98108/206-655-2121 

295  BOISE  CASCADE  194     183    340  19 

One  JeHerson  Square,  Boise,  ID  83728/208-384-6161 

816  BOLAR  PHARM.  967     793    980  12 

33  Ralph  Ave,  Copiogue,  NY  11726/516-842-8383 

130  BORDEN  108     167    300  10 

277  Pork  Ave.  New  York,  NY  10172/212-573-4000 

696  BOSTON  EDISON  529    480    398  24 

800  Boylston  St,  Boston,  MA  02199/617-424-2000 

507  BOWATER  474    288    496  19 

One  Porklonds  Dr,  Darien,  O  06820/203-656-7200 

911  BRIGGS  &  STRATTON     617    910    775  15 

12301  West  Wirth  St,  Wouwatoso.  Wl  53222/414-259-5333 
30  BRISTOL-MYERS  124      44    262  12 

345  Pork  Ave.  New  York,  NY  10154/212-546-4000 

747  BROOKLYN  UNION        609     554    575  24 

195  Montague  St,  Brooklyn,  NY  11201/718-403-2000 

740  BROWN  GROUP  427     797    723  6 

8400  Maryland  Ave,  Si  Louis,  MO  63105/314-854-4000 

325  BROWN-FORMAN        570    320    658  6 

850  Dixie  Highway,  Louisville,  KY  40210/502-585-1100 

129  BROWNING-FERRIS      351     216    435  21 

757  North  Eldridge,  Houston,  TX  77079/713-870-8100 

539  BRUNO'S  372     676    772  10 

300  Research  Pky,  Birmingham,  AL  35211/205-940-9400 

369  BRUNSWICK  243     259    458  14 

One  Brunswick  Plazo,  Skokie,  IL  60077/312-470-4700 

810  BRUSH  WELLMAN         876     777    873  16 

1200  Hanna  BIdg,  Cleveland,  OH  44115/216  443-1000 

321  BURLINGTON  NORTH.    174    247    223  23 

999  Third  Ave,  Seotlle,  WA  98104/206-467-3838 

67  BURLIHGTON  RES.        354    539    249    1 1 

999  Third  Ave,  Seattle,  WA  98104/206-467-3838 


558  CABLEVISION  788     990    611  20 

One  Media  Crosswoys,  Woodbury,  NY  1  1797/516-364-8450 

443  CABOT  421     551    523  4 

950  Winter  St,  Wollham.  MA  02254/617-890-0200 

969  CAESARS  NEW  JERSEY    879     751    926  14 

1801  Century  Pork  E  ,  Los  Angeles,  CA  90067/213-552-2711 

618  CAESARS  WORLD  636     562    704  14 

1801  Century  Park  E  ,  Los  Angeles,  CA  90067/213-552-271  1 

738  CALFED  283     337      52  17 

5670  Wilshire  Blvd,  Los  Angeles,  CA  90036/213-932-4321 
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Who  Reports  to  the 

Chief  Information  Executive? 


If  you're  a  senior  information  exec- 
utive, you're  engaged  in  one  of  to- 
day's most  challenging  careers. 
Since  about  only  half  of  America's 
largest  corporations  now  have  a  chief 
information  executive,  the  position  is 
so  new  that  your  responsibilities  are 
mostly  undefined.  And  there  hasn't 
been  a  special  source  of  reliable  news 
and  information  reporting  specifically 
to  you:  the  senior  information  man- 
ager. Until  now. 

Introducing  The  BusinessWeek 
Newsletter  for  Information  Execu- 
tives, written  for  senior  ii\formation 
managers  and  chief  executives.  This 
biweekly  is  a  thought-provoking  report 
for  senior  information  professionals. 
Like  a  personal  consultant,  it  brings 
you  vital  news,  competitive  ideas,  and 
perspectives  you  can't  get  anywhere 
else. 

As  a  subscriber  you'll  be  the  first  to 
know  which  organizations  use  infor- 
mation technology  as  a  strategic 
weapoa  How  to  improve  your  business 
with  information  technology  Who  sets 
information  policy  How  to  mesh  di- 
verse PCs,  mainframes,  and  global 
communications  systems.  How  to  sur- 
vive a  restructuring.  How  to  work  with 
your  CEO  and  CFO  to  clear  corporate 
roadblocks.  How  to  manage  your  staff, 
accomplish  your  ovm  goals . . .  and 
much,  much  more.  With  this  newslet- 
ter you  talk  to  the  doers,  spot  the  los- 
ers, and  learn  to  navigate  through  the 
changing  information  technology 
landscape. 

For  only  $495  ($505  outside  the  U.S. 
and  Canada)  you  will  receive  25  is- 


sues of  The  BusinessWeek  Newsletter 
for  Information  Executives  plus  a 
free  gift  we  believe  you  will  find  in- 
valuable: A  Portrait  of  the  New 
Information  Officer — the  prelimi- 
nary results  of  a  survey  of  chief  infor- 
mation officers  and  chief  executive 
officers  revealing  their  candid  views 
about  what  the  information  officer's 
job  should  and  should  not  be.  We  will 
also  send  you — free — an  embossed 
binder  for  easy  storage  and  retrieval 
of  your  newsletters. 

Try  it  now — at  our  risk.  If  for  any 
reason  you  are  not  absolutely 
satisfied  with  The  BusinessWeek 
Newsletter  for  Information 
Executives,  we  will  refund  the  un- 
used portion  of  your  payment. 

Who  reports  to  the  chief  information 

executive?  The  BusinessWeek  News- 
letterfor  Information  Executives. 

Plus:  A  limited  number  of  copies  of 
an  exclusive  report,  Big  Blue  and 
You,  are  available  for  $299  each.  If 
you  are  an  IBM  customer,  you'll  find 
invaluable  the  stunning  insights  in 
this  study  of  IBM's  product  .strategy 
for  1989  and  beyond.  This  report  is 
not  available  elsewhere. 

For  information  on  subscribing  to 
The  BusinessWeek  Newsletter  for 
Information  Executives,  or  to  order 
Big  Blue  and  You,  call  800-445-9786. 
You  can  pay  by  check,  or  we  will  bill 
you  or  your  company,  or  your  Visa, 
Mastercard,  or  American  Express. 


The  BusinessWeek  Newsletter  for  Information  Executives 
1221  Avenue  of  the  Americas,  36th  Fl. 

New  York,  NY  10020  ^f^-, 
Att:  Circulation  Dept. 

(212)512-2184  ■inll 
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801  CAIGON  CARBON         928    801    962  21 

400  Medio  Or,  Robinson  Iwp,  PA  1 5205/4  I2-787-6700 

544  ULMAT  708     605    725  13 

3200  Son  Fernando.  Los  Angeles,  CA  90065/213-258-2777 

648  CAMERON  IRON  750     932    727     1 1 

13013  Northwesi  Fwy.  Houston,  TX  77040/713-939-2211 

141  CAMPBELL  SOUP  154     202    316  10 

Campbell  Piote,  Camden,  NJ  08103/609-342-4800 

64  CAPITAL  CITIES/ ABC      169     131    236  20 

77  Wesi  66lh  Si,  New  York,  NY  10023/212-456-7777 

371  CAPITAL  HOLDING        373     263    111  17 

680  Fourth  Ave,  Louisville,  KY  40202/502-560-2000 

197  CAROLINA  POWER        339    255    195  24 

411  Fayetteville  St,  Raleigh,  NC  27602/919-546-61  11 

860  CARPENTER  TECH.        734     773    765  16 

101  West  Bern  Si,  Reading,  PA  19612/215-371-2000 

708  CARTER-WALLACE        777    683    840  12 

767  Fifth  Ave,  New  York,  NY  10153/212-758-4500 


362  CASTLE  &  COOKE 


319     388    489  10 


10900  Wilshire  Blvd.  Los  Angeles,  CA  90024/213-824  1500 
83  CATERPILLAR  61       72    154  15 

100  N  E  Adams  Si,  Peoria,  IL  61629/309-675-1000 

783  CBI  INDUSTRIES  486    821    576  11 

800  Jorie  Blvd,  Oak  Brook,  IL  60522/312-572-7000 

140  CBS  287     190    294  20 

51  West  52nd  5i,  New  York,  NY  10019/212-975-4321 

953  CB&T  BANKSHARES       921     828    473  3 

901  From  Ave,  Columbus,  GA  31901/404-649-2311 

469  CELLULAR  COMMUHS.    990     954    920  22 

150  Eost  58th  St,  New  York,  NY  10155/212-319-7014 

219  CENTEL  554    394    332  22 

8725  Higgins  Rd,  Chicago,  II  60631/312-399-2500 
452  CEHTEL  CABLE  956     921    800  20 

2001  Spring  Rd,  Oak  Brook,  IL  60521/312-954-4800 

256  CENTERIOR  ENERGY      374     968    122  24 

6200  Oak  Tree  Blvd,  Independence.  OH  44131/216-447-3100 

895  CEHTEX  424     782    643  13 

3333  Lee  Pkwy,  Dallas,  TX  75219/214-559-6500 
872  CENTRAL  FIDELITY        818     638    286  3 

1021  Lost  Car7  Si,  Richmond,  VA  23219/804-782-4000 


639  CENTRAL  ILLINOIS  PS     726     466  518 

607  East  Adams  St,  Springfield,  IL  62739/217-523-3600 


24 


962  CENT.  LA.  ELECTRIC 


903     690    692  24 


2030  Donohue  ferry  Rd,  Pineville,  LA  71360/318  484-7400 

909  CENT.  MAIHE  POWER     712     666    596  24 

Edison  Or,  Augusta,  ME  04336/207-623-3521 

198  CENT.  &  SOUTH  WEST    315     144    182  24 

2121  Son  Jocinlo  Si,  Dollas,  TX  75201/214-754-1000 

583  CENTURY  COMMONS.     950     952    710  20 

50  Locust  Ave,  New  Contian,  n  06840/203-966-8746 

629  CENTURY  TELEPHONE     943     857    816  22 

1900  North  18th,  Monroe  LA  7 121 1 /318-388.9500 


956  CETUS 

1400  53rd  St,  Emeryvi 

785  CHAMBERS  DEV. 


994     971    930  12 

le,  f  A  74508/415-420-3300 

<>63     886    908  21 


10700  frankslown  Rd,  Pitlsbun;!   "-'v  '5235/412-242-6237 


192  CHAMPIOH  IHTL.  157     105    215  19 

One  Chompion  Plaza,  Slomford,  a  06921/203-358-7000 

631  CHAMPIOH  SPARK        676     864    798  2 

900  Upton  Ave,  Toledo,  OH  43607/419-535-2567 

941  CHAPARRAL  STEEL        836     670    876  16 

300  Ward  Rd,  Midlothian,  TX  76065/214-775-8241 

572  CHARMING  SHOPPES     683     727    868  8 

450  Winks  Lone,  Bensolem,  PA  19020/215-245-9100 

183  CHASE  MAHHATTAH        43      31       7  3 

One  Chose  Monhattan  Plaza,  NY,  NY  10081/212-552-2222 

995  CHEMED  784    872    896  6 

1200  Dubois  Tower,  Cincinnati,  OH  45202/513-762-6900 

286  CHEMICAL  BAHKIHG      101      55      17  3 

277  Pork  Ave,  New  York,  NY  10172/212-310-6161 

205  CHEMICAL  WASTE         692     379    698  21 

3001  Bufterfield  Rd,  Ook  Brook,  IL  60521/312-218-1500 

856  CHESAPEAKE  691     628    761  19 

1021  East  Cary  St,  Richmond,  VA  23218/804-697-1000 

14  CHEVROH  14      11      36  11 

225  Bush  St,  San  Francisco,  CA  94104/415-894-7700 

988  CHICAGO  MILWAUKEE    991     902    865  23 

547  West  Jackson  Blvd,  Chicago,  IL  60606/312-822-0400 

625  CHRIS-CRAFT  IHDS.      920    866    699  20 

600  Madison  Ave,  New  York,  NY  10022/212-421-0200 
81  CHRYSLER  8      32      24  2 

12000  Chrysler  Dr,  Highlond  Park,  Ml  48288/313-956-5741 

217  CHUBB  202     137    153  17 

15  Mountain  View  Rd,  Worren,  NJ  07060/201-580-2000 

950  CHURCH'S  FRIED  827    956    895  14 

355  Spencer  Lane,  Son  Antonio,  TX  78201/512-735-9392 

134  CIGNA  27     121      22  17 

1600  Arch  St,  Philodelphio,  PA  19103/215-523-4000 

870  ClUORP  801     642    629  24 

300  Liberty  St,  Peoria,  IL  61602/309-672-5271 

403  CINCINNATI  BELL  675     478    591  22 

201  East  Fourth  St,  Cincinnati,  OH  45202/513-397-9900 

509  CINCINNATI  FHCL.        616    360    453  17 

6200  South  Gilmore  Rd,  Fairfield,  OH  45014/513-870-2000 

427  CINCINNATI  G&E  483     230    356  24 

139  Eosi  Fourth  St,  Cincinnati,  OH  45202/513-381-2000 

756  CINCINNATI  MIL.  635     838    740  15 

4701  Marburg  Ave,  Cincinnati,  OH  45209/513-841-8100 

843  CINTAS  930    888    950  21 

1  1255  Reed  Hortmon,  Cincinnati,  OH  45241/513-489-4000 

657  CIRCLE  K  245     624    498  10 

1601  North  Seventh  St,  Phoenix,  AZ  85006/602-253-9600 

514  CIRCUIT  CITY  STORES    437     566    752  6 

2040  fholbro  St,  Richmond,  VA  23230/804-257-4292 

475  CIRCUS  CIRCUS  778    523    807  14 

2880  L  Vegas  Bl  S  ,  Los  Vegas,  NV  89109/702-734-0410 

47  CITICORP  12       12       1  3 

399  Pork  Ave,  New  York,  NY  10043/212-559-1000 

302  CITIZENS  UTILITIES       905     518    654  22 

High  Ridge  Pork,  Slomford,  G  06905/203-329-8800 

349  CITIZENS  &  SOUTHERH  366     248      75  3 

35  Brood  St  N  W  ,  Atlonta,  GA  30303/404  581-2121 


701  CITYHATIOHAL  863     641    309  3 

400  N  Roxbury,  Beverly  Hills,  CA  90210/213-550-5400 

727  CLARK  EQUIPMENT       508     680    679  15 

100  North  Micbigon  St,  South  Bend,  IN  46634/219-239-0100 

335  CLOROX  490    324    613  6 

1221  Broadwoy,  Oakland,  CA  94612/415-271-7000 

278  CMS  ENERGY  271     178    177  24 

300  Towncenter  Dr,  Deorborn,  Mi  48126/313-436-9200 
155  CNA  FINAHCIAL  94     122      65  17 

333  South  Wabash,  Chicago,  IL  60685/312  822-5000 


690  CNW 


588    541    509  23 


One  North  Western  Center,  Chicago,  IL  60606/312-559-7000 

307  COASTAL  93    299    191  11 

Nine  Greenway  Plozo,  Houston,  TX  77046/713-877-1400 

16  COCA-COLA  89      33    196  6 

One  Coco-Colo  Plaza  N.W.,  Atlnnto,  GA  30313/404-676-2121 

264  COU-COLA  ENTS.        206    306    290  6 

One  Coca-Cola  Plozo  N  W  ,  Atlanta,  GA  30313/404-676-2100 

832  COLEMAH  710     847    847  14 

250  North  Si,  Francis  Ave,  Wichito,  KS  67202/316-261-321  1 

177  COLGATE-PALMOLIVE     171     305    357  6 

300  Park  Ave,  New  York,  NY  10022/212-310-2000 

901  COLLINS  FOODS  INTL.    770    811    866  14 

12655  W  Jefferson,  Los  Angeles,  CA  90066/213-827-2300 

353  COLUMBIA  GAS  253    375    247  24 

20  Monlchonin  Rd,  Wilmington.  DE  19807/302-429-5000 

294  COLUMBIA  PICTURES     542    924    345  14 

711  Fihh  Ave,  New  York,  NY  10022/212-751-4400 

486  COMBUSTION  ENG.       233    994    417  21 

900  Long  Ridge  Rd,  Stamford,  CT  06902/203  329-8771 

410  COMUST  832    958    531  20 

One  Belmont  Ave,  Balo-Cynwyd,  PA  19004/215-667-4200 

521  COMDISCO  489     451    336  18 

6111  North  River  Rd,  Rosemonl,  IL  60018/312-698-3000 

619  COMERICA  573     389    134  3 

211  West  Fort  St,  Detroit,  Ml  48275/313-222-5585 
890  COMMERCE  BAHC.        797     645    252  3 

1000  Walnut,  Kansas  City,  MO  64106/816-234-2000 

523  COMMERCE  CLEARIHG    722     639    819  20 

2700  Lake  Cook  Rd,  Riverwoods,  IL  60015/312-940-4600 

778  COMMODORE  INTL.       597     544    753  18 

1200  Wilson  Dr,  West  Chester,  PA  19380/215-431-9100 

61  COMMOH.  EDISON        141       60     81  24 

72  West  Adams,  Chicogo,  IL  60603/312-294-4321 

81 1  COMMUHS.  SATELLITE    869     572    612  22 

950  L  Enfont  PI  S  W  ,  Washington,  DC  20024/202-863-6000 

432  COMMUNITY  PSYCH.     874     530    827  12 

24502  Pacific  Pk,  Loguna  Hills,  CA  92656/714-831-1  166 

215  COMPAO  COMPUTER      371     203    537  18 

20555  Stole  Hwy  249,  Houston,  TX  77070/713-370-0670 

190  COMPUTER  ASSOCS.      610     319    614  18 

711  Slewort  Ave,  Garden  City,  NY  1  1530/516-227-3300 

602  COMPUTER  SCIEHCES     517     637    743  18 

2100  East  Grand  Ave,  El  Segundo,  CA  90245/213-615-0311 

237  CONAGRA  62    279    322  10 

One  Cenlrol  Park  Plozo,  Omoho,  NE  68102/402-978-4000 


THE  1989  BUSINESS  WEEK  TOP  1000 
™  


■(MKT. 
RANK  COMPANY 


OTHER  RANKINGS  i^jp 
SALES   PROFITS  ASSETS  NO. 


99  CONS.  EDISON  158      75  155 

Four  Irving  PI,  New  York,  NY  10003/212-460-4600 

461  CONS.  FREIGHTWAVS     299     385  540 

175  Linfield  Dr,  Menio  Park,  CA  94025/415-326-1700 

180  CONS.  NATURAL  GAS     320    260  328 

625  Liberty  Ave,  Pitlsburgh,  PA  15222/412-227-1000 


24 
23 
24 


360  CONS.  PAPERS 


620    309  685 


231  First  Ave  N  ,  Wisconsin  Rapids,  Wl  54494/715-422-31  1  1 

i244  CONSOLIDATED  RAil     232     171    198  23 

17th  St.  &  JFK  Blvd.  Philadelphia.  PA  19103/215-977-4000 

975  CONS.  STORES  720    863    888  8 

2020  Corvoir  Ave,  Columbus,  OH  43207/614-224-1297 

148  CONTEL  270     168    238  22 

245  Perimeter  Center,  Atlonta,  GA  30346/404-391-8000 

297  CONTEL  CELLULAR        993    933    965  22 

9000  Centrol  Park  West,  Atlanto,  GA  30328/404-698-6100 

575  CONTINENTAL  BANK      260     164     42  3 

231  South  LaSolle  St,  Chicago,  IL  60697/312-828-2345 

327  CONTINENTAL  CORP.     128    363    108  17 

180  Maiden  Lane,  Nev*  York,  NY  10038/212-440-3000 


559  CONTROL  DATA 


217    934    418  IE 


8100  34th  Ave  South,  Minneapolis,  MN  54425/612-853-8100 

203  COOPER  INDUSTRIES     187     233    303  9 

1001  Fannin,  Houston  TX  77002/713-739-5400 

803  COOPER  TIRE  670     704    843  2 

701  Lima  Ave,  Findlay,  OH  45839/419-423-1321 

659  COORS  (ADOLPH)         459     660    545  6 

,  Golden,  CO  80401/303-279-6565 

347  CORESTATES  FNCL.        436    272     93  3 

Broad  &  Chestnut  Sts,  Philadelphia,  PA  19101/215-629-3100 

189  CORNING  GLASS  362     181    392  15 

Houghton  Park,  Comifig,  NY  14831/607-974-9000 

773  CORROON  &  BLACK      825     382    678  17 

88  Pine  St,  New  York,  NY  10005/212-363-4100 

!850  COSTCO  WHOLESALE      356    909    799  8 

10809  120th  Ave  N.E,,  Kirkland,  WA  98033/206-828-8100 

137  CPC  INTERNATIONAL     173     184    358  10 

International  Plaza,  Englewood  Cliffs,  NJ  07632/201-894-4000 

CPI  897    824    961  14 

1706Woshington  Ave.  St.  Louis.  MO  63103/314-231  1575 

7765  CRANE  500     643    732  15 

757  Third  Ave.  New  York,  NY  10017/212-415-7300 

3329  CRAY  RESEARCH  666    301    664  18 

1200  Northstar  East.  Minneapolis.  MN  55402/612-333-5889 

«i640  CRESTAR  FINANCIAL      582     464    142  3 

919  East  Main  St,  Richmond,  VA  23219/804-782-5000 

/753  CROSS  (A.  T.)  927     750    963  IS 

One  Albion  Rd,  Lincoln,  Rl  02865/401-333-1200 

4416  CROWN  CORK  &  SEAL    408    444    635  7 

9300  Ashton  Rd,  Philadelphia,  PA  19136/215-698-5100 

1161  CSX  102    970    110  23 

901  East  Cory  St,  Richmond,  VA  23219/804-782-1400 

!>679  CUMMINS  ENGINE        240    981    464  2 

500  Jackson  St,  Columbus,  IN  47201/812-377-5000 

>943  CYPRESS  SEMICON.       962    871    937  9 

3901  North  First  St,  San  Jose,  CA  95134/408-943-2600 


496  CYPRUS  MINERALS 


498    282    532  11 


9100  E.  Mineral  Circle.  Englewood,  CO  80n2/303-643-:0O0 


DANA  155    291    283  2 

4500  Dorr  St,  Toledo,  OH  43615/419-535-4500 


In  A  City  Famous  For  Hotels, 
Why  Does  Only  One  Have 
Both  A  Five  Star  And 
Fh^e  Diamond  Rating? 


Year  after  year  the 
answer  remains  the  same. 
San  Francisco  has  only  one 
Four  Seasons  Clift  A  hotel 
with  a  grand  philosophy 
We  adapt  to  you.  And  your 
lifestyle. 

Our  staff  IS  on  hand 
twenty-four  hours  a  day. 
An  interpreter  or  freshly 
typed  manuscript  is  just  a 
call  away.  And  when  busi- 
ness turns  social,  we  offer 
you  the  celebrated  charm 
of  our  landmark  Redwood 
Room,  plus  truly  gracious 
dining  in  our  French  Room. 

For  reservations  call 
(800) 332-3442,  or 
(415)775-4700. 


Four  Seasons 
Clift  Hotel 

SAN  FRANCISCO 

Near  Union  Square 


IQHy  Managed  by  Ft)ur  Seasons 
lloiels.  Ltd  Canada 


Businessweek  Travel  Facts 


DID  YOU  KNOW?  In  1 989,  BUSINESS  WEEK  will  pub- 
lish two  Business  Travel  Sections  authored  by  Steve 
Birnbaum.  Issue  dates:  April  24  and  October  30.  For 
more  information  call  your  BUSINESS  WEEK  Represen- 
tative or  John  Holden  at  212/512-6394. 


THE  1989  BUSINESS  WEEK  TOP  1000 


THE  NUMBER  TO  THE  LEFT  OF  THE  COMPANY'S  NAME  IDENTIFIES  ITS  RANK  IN  MARKET  VALUE 
AMONG  THE  BUSINESS  WEEK  1000.  FOR  EXPLANATION  OF  OTHER  RANKINGS.  SEE  PAGE  273 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES   PROFITS  ASSETS 


IND. 
NO. 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES   PROFITS  ASSETS 


IND. 
NO. 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES   PROFITS  ASSETS  NO. 


961  DAMAHER  690     712    781  2 

3524  Woier  St  N.W.,  Washington.  DC  20007/202-333-1805 

833  DATA  GENERAL  497    977    642  18 

4400  Computer  Dr.  Westborough.  MA  01580/508-366-8911 

905  DAUPHIN  DEPOSIT       906    707    359  3 

213  Market  St.  Horrisburg,  PA  17101/717-255-2121 

153  DAYTON  HUDSON  45     188    210  8 

777  Nicollet  Mall.  Minneapolis.  MN  55402/612-370-6948 

590  DEAN  FOODS  440    618    792  10 

3600  North  River  Rd.  Fronklin  Park,  II  60131/312-678-1660 

147  DEERE  149     177    244  15 

John  Deere  Rd.  Moline,  IL  61265/309-765-8000 

584  DELMARVA  POWER       662     475    479  24 

800  King  St.  Wilmington,  DE  19899/302-429-301 1 

206  DELTA  AIR  LINES  105     151    241  23 

1040  Delta  Blvd.  Atlanta,  GA  30214/404-765-2600 

254  DELUXE  532     317    719  18 

1080  W,  County  Rd  F,  Shoreview.  MN  55126/612-483-7111 

896  DENNISON  MFG.  686    728    825  18 

300  Howard  St,  Framingham,  MA  01701/508-879-051 1 

228  DETROIT  EDISON  256    993    138  24 

2000  Second  Ave,  Detroit,  Ml  48226/313-237-8000 

605  DEXTER  643     713    774  4 

One  Elm  St,  Windsor  Locks,  G  06096/203-627-9051 

841  DIAMOND  SHAMROCK    412     617    705  11 

9830  Colonnode  Blvd,  San  Antonio,  TX  78230/512-641-6800 

728  DIEBOID  816    789    836  18 

818  Mulberrv  Rd  S  E,,  Canton,  OH  44707/216-489-4000 

32  DIGITAL  EQUIPMENT       44      22    145  18 

146  Main  St,  Moynord,  MA  01754/508-493-51  1  1 

355  DILLARD  DEPT.  308    383    510  8 

900  West  Capitol  Ave,  Little  Rock,  AR  72201/501-376-5200 

42  DISNEY  (WALT)  211      77    242  14 

500  South  Buena  Vista  St.  Burbank,  CA  91521/818-560-1000 

910  DIVERSIFIED  ENERGIES  661     779    713  24 

201  South  Seventh  St,  Mmneopolis,  MN  55402/612-372-4664 

626  DOMINION  BANKS.       618    484    163  3 

201  South  Jefferson  St,  Roonoke,  VA  24011/703-563-7000 

139  DOMINION  RES.  237      94    144  24 

701  East  Byrd  St,  Richmond,  VA  23219/804-775-5700 

196  DONNELLEY  (R.  R.)       277     250    434  21 

2223  Momn  lulher  King  Or,  Chicago,  IL  60616/312-326-8000 

298  DOVER  388    312    572  15 

277  Park  Ave,  New  York,  NY  10172/212-826-7160 

17  DOW  CHEMICAL  32        6     94  4 

2030  Dow  Center,  Midland,  Ml  48674/517-636-1000 

182  DOW  JONES  441     226    454  20 

200  liberty  St.  New  York.  NY  10281/212-416-2000 

492  DPL  591     331    415  24 

Courthouse  Plozo  S  W  ,  Dayton.  OH  45401/513-224-6000 

991  DRESS  BARN  925    893    995  8 

88  Hamilton  Ave.  Stamford.  CT  06904/203-327-4242 

235  DRESSER  INDUSTRIES    200    330    391  15 

1600  Pocific.  Dallos.  TX  75201/214-740-6000 

446  DREYFUS  913    452    755  17 

222  Broodway.  New  York,  NY  10038/212-238-4000 


964  DSC  COMMUNS.  880    882    850  22 

1000  Coit  Rd,  Piano,  TX  75075/214-519-3000 

9  DU  PONT  11        7  414 

1007  Market  St,  Wilmington,  DE  19898/302-774-1000 

121  DUKE  POWER  218     108    165  24 

422  South  Church  St,  Charlotte,  NC  28242/704-373-401 1 

48  DUN  &  BRADSTREET      185      90    272  20 

299  Pork  Ave,  New  York,  NY  10171/212-593-6800 

484  DUQUESNE  LIGHT         563     327    327  24 

301  Grant  St,  Pittsburgh,  PA  15279/412-393-6000 


555  E-SYSTEMS  469     517    729  9 

6250  LBJ  Fwy,  Dollos,  TX  75240/214-661-1000 

749  EASTERN  GAS  &  FUEL     702     632    644  24 

9  Riverside  Rd,  Weston,  MA  02193/617-647-2300 

893  EASTERN  UTILITIES       861     709    598  24 

One  liberty  Square,  Boston,  MA  02109/617-357-9590 

24  EAHMAN  KODAK  28      15     64  14 

343  State  St,  Rochester,  NY  14650/716-724-4000 

269  EATON  235    227    377  2 

nil  Superior  Ave  N.E,,  Cleveland,  OH  441 14/216-523-5000 

534  ECHLIN  493    561    625  2 

100  Double  Beach  Rd,  Branford,  Q  06405/203-481-5751 

600  ECOLAB  526    679    683  6 

370  Wobosho  St,  St.  Paul,  MN  55102/612-293-2233 

917  EDISON  BROTHERS       614    743    812  8 

501  North  Broadway,  St  Louis,  MO  63102/314-331-6000 

874  EDWARDS  (A.  G.)         799    807    647  17 

One  North  Jefferson  Ave,  St,  Louis,  MO  63103/314-289-3000 

528  EG&G  477    547    804  21 

45  William  St,  Wellcsley,  MA  02181/617-237-5100 

862  EL  PASO  ELECTRIC        854    800    466  24 

303  North  Oregon  St,  El  Paso,  TX  79901/915-543-5711 

65  EMERSON  ELECTRIC       114      84    257  9 

8000  W  Florissant,  St  Louis,  MO  63136/314-553-2000 

230  EMHART  289     355    425  15 

426  Colt  Hwy,  Formington,  G  06032/203-678-3000 

526  ENGELHARD  329    563    563  4 

Menio  Park,  Edison,  NJ  08818/201-632-6000 

319  ENRON  134    343    168  24 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

465  ENSERCH  293    914    383  24 

300  South  St.  Paul  St,  Delias,  TX  75201/214-651-8700 

658  ENVIRODVNE INDS.       790    651    837  15 

142  East  Ontario  St,  Chicago,  IL  60611/312-649-0600 

667  EQUIFAX  674     765    854  17 

1600  Peochtree  St  N.W  ,  Atlanta,  GA  30309/404-885-8000 

637  EQUITABLE  RES.  839     656    655  24 

420  Blvd  ot  the  Allies,  Pittsburgh,  PA  15219/412-261-3000 

627  ESSELTE  BUSINESS        480    588    636  18 

71  Clinton  Rd,  Garden  City,  NY  11530/516-741-1477 

195  ETHYL  380    221    445  4 

330  South  Fourth  St,  Richmond,  VA  23219/804-788-5000 


2  EXXON  3        3      16  11 

1251  Ave  of  the  Americos,  NY,  NY  10020/212-333-1000 


234  FEDERAL  EXPRESS        188    262    365  23 

2005  Corporate  Ave,  Memphis,  '"N  38194/901-369-3600 

102  FED.  NATL.  MORTGAGE    55      88       5  17 

3900  Wisconsin  Ave  N  W  ,  Wash,  DC  20016/202-752-7000 

485  FEDERAL  PAPER  550    318    579  7 

75  Chestnut  Ridge  Rd,  Montvole,  NJ  07645/201-391-1776 

709  FEDERAL-MOGUL  540     686    714  2 

26555  N  westem  Hwy,  Southfield,  Ml  48034/313-354-7700 

730  FERRO  583    661    786  4 

One  Erieview  Plaza,  Cleveland,  OH  441 14/216-641-8580 

628  FGIC  973    515    677  17 

175  Water  St,  New  York,  NY  10038/212-607-3000 

473  FIFTH  THIRD  BANC.      783    481    261  3 

38  Fountain  Sq  Ploza,  Cincinnoti,  OH  45263/513-579-5300 

676  FIGGIE INTL  531     573    721  5 

4420  Sherwin  Rd,  Willoughby,  OH  44094/216-953-2700 

364  FIREMAN'S  FUND         214    207    133  17 

777  San  Marin  Dr,  Novato,  CA  94998/415-899-2000 

791  FIRST  ALA.  BANC.        800    596    263  3 

417  North  20th  St,  Birmingham,  AL  35203/205-326-7100 

814  FIRST  AMERICAN         693    795    199  3 

300  Union  St.  Nashville.  TN  37237/615-748-2000 

435  FIRST  BANK  SYSTEM     389    997     62  3 

1200  First  Bank  PI  E  .  Minneapolis.  MN  55480/612-370-5100 


238  FIRST  CHICAGO  168      86  27 

One  First  National  Plaza.  Chicago.  IL  60670/312-732-4000 

904  FIRST  CITY  TEXAS        632    558  118 

1001  Main,  Houston,  TX  77002/713-658-6011 

916  FIRST  EMPIRE  STATE     764    675  237 

One  M&T  Plaza,  Buffolo,  NY  14240/716-842-4200 

438  FIRST  EXECUTIVE         262     257  85 

11444  W  Olympic,  los  Angeles,  CA  90064/213-312-1000 

891  FIRST  FINANCIAL         826    805  810 

Three  Corporate  Square,  Atlonto.  GA  30329/404-321-0120 

855  FIRST  FLORIDA  BANKS  796    646  267 

111  East  Madison  St,  Tompo,  FL  33602/813-224-1111 

847  FIRST  HAWAIIAN         853    688  311 

165  South  King  St,  Honolulu,  HI  968 13/808-525-70O0 

888  FIRST  lUINOIS  947    806  524 

800  Dovis  St,  Evonston,  IL  60204/312-866-6000 

266  FIRST  INTERSTATE        126    420  20 

707  Wilshire  Blvd,  Los  Angeles,  CA  90017/213-614-3001 

638  FIRST  MARYLAHD        707    625  224 

25  South  Charies  St,  Baltimore,  MD  21201/301-244-4000 

915  FIRST  MISSISSIPPI       885    836  851 

700  North  St,  Jackson,  MS  39202/601-946-7550 

762  FIRST  H.  CINCINNATI     769     611  246 

425  Walnut  St,  Cincinnati,  OH  45201/513-632-4000 


837  FIRST  OF  AMERICA 


624    457  152 


106  East  Michigan  Ave,  Kolamazoo,  Ml  49007/616-383-9000 
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834  FIRST  PENNSYLVANIA    723     597    222  3 

I5lh  &  Morkel  Sis,  Philadelphia,  PA  19101/215-786-5000 


899  FIRST  TENNESSEE         731     626  233 

165  Madison  Ave,  Memphis,  TN  38101/901-523-4444 

252  FIRST  UNION  275     176  48 

301  South  Tryon  St,  Charlotte,  NC  28288/704-374-6161 

979  FIRST  UN.  REAL  EST.     986    856  869 

55  Public  Square,  Cleveland,  OH  44113/216-781-4030 


757  FIRST  VIRGINIA  794    581  281 

6400  Arlington  Blvd,  Foils  Church,  VA  22046/703-241-4000 

245  FIRST  WACHOVIA         378    209     70  3 

301  North  Main  St,  Winston-Solcm,  NC  27150/919-770-5000 

712  FIRSTAR  639     393    186  3 

777  E.  Wisconsin  Ave,  Milwaukee,  Wl  53202/414-765-4321 

729  FISHER  SCIENTIFIC        601     724    790  12 

11255  N.  Torrey  Pines,  La  Jollo,  CA  92037/619-457-3565 

653  FLEETWOOD  ENTS.        452     552    769  14 

3125  Myers  St,  Riverside,  CA  92523/714-351-3500 

204  FLEET/NORSTAR  261     156     47  3 

One  Norstor  Plozo,  Albony.  NY  12207/518-447-4043 

551  FLEMING  60    560    428  10 

6301  Waterford  Blvd,  Okia  City,  OK  73118/405-840-7200 

479  FLIGHTSAFETY  INTL.      946    636    846  23 

La  Guardia  Airport,  lushing,  NY  1  1371/718-565-4100 

769  FLA.  EAST  COAST         948     748    794  23 

1650  Prudential  Or,  Jacksonville,  FL  32207/904-396-6600 

685  FLORIDA  NATL.  BANKS  669     755    187  3 

225  Water  St,  Jacksonville,  FL  32202/904-359-51 1 1 

334  FLORIDA  PROGRESS      382     256    307  24 

270  First  Ave  South,  St  Petersburg.  FL  33701/813-895-1700 


731  FLOWERS  INDUSTRIES    668     705    845  10 

U  5  Highway  19,  Thomosville,  GA  31 799/912  226-91 10 

303  FLUOR  146     545    461  21 

3333  Michelson  Dr.  Irvine,  CA  92730/714-975-2000 

433  FMC  242     348    403  IS 

200  East  Rondolph  Dr,  Chicago,  IL  60601/312-861-6000 

607  FMC  GOLD  951     579    985  16 

501 1  Meadowood  Way,  Reno,  NV  89502/702-827-3777 

178  FOOD  LION  210     386    682  10 

2110  Executive  Dr,  Solisbury,  NC  28144/704-633-8250 

8  FORD  MOTOR  2        2       3  2 

The  American  Rd,  Dearborn,  Ml  48121/313-322-3000 

867  FOREMOST  OF  AMER.    807    846    716  17 

5800  Foremost  S  E  ,  Gd  Rapids,  Ml  49506/616-942-3000 

998  FOREST  CITY  ENTS.       982     931    858  13 

10800  Brookpork  Rd,  Cleveland,  OH  44130/216-267-1200 

795  FOREST  LABS.  981     876    957  12 

150  Eost  58th  St,  New  York,  NY  10155/212-421-7850 

706  FOSTER  WHEELER         567    815    626  21 

Pcrryville  Corporote  Pork,  Clinton,  NJ  08809/201-730-4000 

926  FOXBORO  762     918    842  9 

Bristol  Park,  Foxboro,  MA  02035/508-543-8750 

149  FPL  GROUP  129      93    127  24 

1  1 770  U.S.  Hwy  1 ,  N  Polm  Beoch,  FL  33408/407-694-6300 

613  FRANKLIN  RESOURCES  934     548    877  17 

777  Moriners  Is  Bl,  Son  Maleo.  CA  94404/415-570-3000 

255  FREEPORT  McMORAN    391     169    333  4 

1615  Poydras  St,  New  Orleans,  LA  701  12/504-582-4000 

61 1  FPT.  McMOR.  COPPER   881     441    914  16 

6110  Plumas  St,  Reno,  NV  89509/702-826-3000 


768  FPT.  McMORAN  GOLD    975    816    966  16 

1615  Poydras  St,  New  Orleans,  LA  70112/504-582-4000 

839  FRUIT  OF  THE  LOOM      585     521    495  6 

233  South  Wocker  Dr,  Chicago,  IL  60606/312-876-7000 

695  FUOUA IHDUSTRIES      608     508    616  5 

4900  Ga-Pacific  Center,  Atlonto,  GA  30303/404-658-9000 


387  GAF  598    453  562 

1361  Alps  Rd,  Wayne,  NJ  07470/201-628-3000 

78  GAHNETT  239     139  331 

1 100  Wilson  Blvd,  Arlington,  VA  22209/703-284-6000 

386  GAP  518     519  826 

900  Cherry  Ave,  Son  Bruno,  CA  94066/415-952-4400 


20 


835  GATX 


738     658    410  23 


120  South  Riverside  Plaza,  Chicago,  IL  60606/312-621-6200 

289  GEICO  423     339    375  17 

Geico  Plaza,  Washington,  DC  20076/301-986-3000 

737  GENCORP  402     613    594  1 

175  Ghent  Rd,  Foirlown,  OH  44313/216-869-4200 


358  GEHENTECH 


890     874    757  12 


Pt  Son  Bruno  Blvd,  So  Son  Francisco.  CA  94080/415-266-1000 

6 


337  GENERAL  CINEMA 

27  Boylslon  St.  Chestnut  Hi 


326     425  482 

,  MA  02167/617-232-8200 


257  GENERAL  DYNAMICS       72     132  227 

Pierre  Loclede  Center.  St  Louis.  MO  63105/314-889-8200 

3  GENERAL  ELECTRIC  7        5  6 

3135  Fasten  Tpk.  Fairfield,  G  06431/203-373-2211 


There  are  many  forms 
)f  native  American  art^This 
s  the  one  you  drink 


WILD  TURKEY 

8  years  old,  101  proof,  pure  Kentucky 


;nd  a  gift  of  wild  turkey7ioi  proof  anywhere*  call  i  soo  cheer  up  •except  where  prohibited  Kentucky  straight  bourbon  whiskey  alc  by  vol  so  5%  Austin  nichols  distillwg  go  ,  lawrenceburg,  ky  ©  1939 


When 
it  comes  to 
heating 
and  air 
conditioning, 
over 
50,000 
leading 
executives 
think  one  way. 


THE  NUMBER  TO  THE  LEFT  OF  THE  COMPANY'S  NAME  IDENTIFIES  ITS  RANK  IN  MARKET  VALUE 
AMONG  THE  BUSINESS  WEEK  1000  FOR  EXPLANATION  OF  OTHER  RANKINGS,  SEE  PAGE  273 
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508  GEN.  INSTRUMENT       51 1     479    577  9 

767  Fifth  Ave,  New  York.  NY  10I53/2I2-207-62OO 

]  14  GENERAL  MILLS  150     192    395  10 

One  Gen  Mills  81,  Minneopolis.  MN  55426/612-540-231  1 

6  GENERAL  MOTORS  I        4       2  2 

3044  West  Grand  Blvd,  Detroit,  Ml  48202/313-556-5000 

261  GENERAL  PUBLIC  UTS.   279     165    221  24 

100  Interpace  Pkwy,  Parsippany,  NJ  07054/201-263-6500 

80  GENERAL  RE  294      85    162  17 

Financial  Centre,  Stamford,  G  06904/203-328-5000 

522  GENERAL  SIGNAL         422     837    567  9 

Two  High  Ridge  Part,  Slomford,  Q  06904/203-357-8800 

202  GENUINE  PARTS  272     270    615  21 

2999  Circle  75  Pkwy.  Atlonio,  GA  30339/404-953-1700 

483  GEORGIA  GULF  566    258    835  4 

400  Perimeter  Center,  Atlanta.  GA  30346/404-395-4500 

143  GEORGIA-PACIFIC  74     100    200  19 

133  Peochtree  St  N.E  ,  Atlanta,  GA  30303/404-521-4000 

413  GERBER  PRODUCTS       581     507    760  10 

445  Slate  St.  Fremont,  Ml  49412/616-928-2000 

887  GERBER  SCIENTIFIC       909     786    942  18 

83  Gerber  Rd  West,  South  Windsor,  a  06074/203-644-1551 

394  GIANT  FOOD  274    456    675  10 

6300  Sheriff  Rd,  Londover.  MO  20785/301-341-4100 

945  GIBSON  GREETINGS      842     754    894  14 

2100  Section  Rd,  Cincinnati,  OH  45237/513-841-6600 

166  GILLEHE  223     196    397  6 

Prudential  Tower  BIdg,  Boston,  MA  02199/617-421-7000 

518  GLATFELTER(P.  H.)       742     487    759  19 

228  South  Main  St,  Spring  Grove,  PA  17362/717-225-471  1 

705  GLENFED  318     304     59  17 

700  North  Brand  Blvd,  Glcndalc,  CA  91203/818-500-2000 

948  GOLDEN  NUGGET         953    947    640  14 

129  East  Fremont  St,  Los  Vegas,  NV  89101/702-385-71  1  1 

466  GOLDEN  WEST  FNCL      475    325     92  17 

1901  Hamson  St,  Oakland,  CA  94612/415-446-6000 

405  GOODRICH  (B.  F.)         323    244    462  4 

3925  Embossy  Pkwy,  Akron,  OH  44313/216-374-2000 

212  GOODYEAR  TIRE  54     147    169  2 

1144  Eosi  Market  St,  Akron,  OH  44316/216-796-2121 

906  GOULDS  PUMPS  812     859    871  IS 

240  Fall  St,  Seneca  Falls,  NY  13148/315-568-281  1 

225  GRACE  (W.  R.)  132    261    264  4 

1 1 14  Ave  of  the  Amencos,  NY,  NY  10036/212-819-5500 

374  GRAINGER  (W.  W.)       456    400    684  21 

5500  West  Howard  St,  Skokie,  IL  60077/312-982-9000 

306  GREAT  A&P  70    368    436  10 

2  Paragon  Dr,  Montvale,  NJ  07645/201-573-9700 

455  GREAT  LAKES  CHEM.      728     416    771  4 

Highway  52  N  W  ,  West  Loyloyefte,  IN  47906/317-497-6100 

259  GREAT  NORTHERN        221     153    330  19 

401  Memtt  7,  Norv/alk,  C  06856/203-845-9000 

277  GREAT  WESTERN  250     206      37  17 

8484  Wilshire  Blvd,  Bcveriy  Hills.  CA  9021  1/213-852-341  1 

790  GREIF  BROS.  833     796    925  7 

621  Pennsylvonio  Ave,  Dcloware,  OH  43015/614-363-1271 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES   PROFITS  ASSETS  NO. 


456  GREYHOUND  241     445    355  S 

1 1 1  West  Clorendon  Ave.  Phoenix.  AZ  85077/602-248-4000 

636  GRUMMAN  215    465    414  1 

1101  Stewart  Ave,  Bethpoge,  NY  1  1714/516-575-0574 

23  GTE  33      21      40  22 

One  Stamford  Forum,  Stamford,  O  06904/203-965-2000 

535  GULF  STATES  UTS.         460    417    208  24 

350  Pine  St,  Beoumom,  TX  77701/409-838-6631 

89  GULF  &  WESTERN         254     128    253  5 

15  Columbus  Circle,  New  Yori<,  NY  10023/212-373-8000 


H 


175  HALLIBURTON  167    477    284  11 

3600  Lincoln  Plozo.  Dallas.  TX  75201/214-978-2600 

647  HAMILTON  OIL  939    897    633  11 

1560  Broodwoy.  Denver.  CO  80202/303-863-3000 

675  HANDLEMAN  717     714    881  21 

500  Kirts  Blvd.  Troy.  Ml  48084/313-362-4400 

821  HANNA(M.AJ  580    483    674  4 

1301  East  9th  St.  Cleveland.  OH  44114/216-589-4000 


820  HANNAFORD  BROS. 


513    808    864  10 


145  Pleosont  Hill  Rd.  Scarborough.  ME  04074/207-883-291 1 

748  HANOVER  INSURANCE    449    373    411  17 

100  North  Parkwoy.  Worcester.  MA  01605/508-853-7200 

714  HARCOURT  BRACE        512    979    450  20 

6277  Sea  Hartjor  Dr.  Orlondo.  FL  32821/407-345-2000 

582  HARLAND  (JOHN  H.)     883    621    910  18 

2939  Miller  Rd.  Decotur.  GA  30035/404-981-9460 

802  HARNISCHFEGER INDS.  519     723    606  IS 

13400  Bishops  Lone.  Brookfield.  Wl  53005/414-671-4400 

474  HARRIS  364    540    467  9 

1025  West  NASA  Blvd.  Melbourne.  FL  32919/407-727-9100 


666  HARSCO  502     791  691 

P  O  Box  8888,  Camp  Hill.  PA  17001/717-763-7064 

566  HARTFORD  STEAM        808    532  737 

One  State  St.  Hartford.  O  06102/203-722-1866 

822  HARTMARX  541     730  735 

101  North  Wocker  Dr.  Chicago.  IL  60606/312-372-6300 

531  HASBRO  488    524  624 

200  Norrogansctt.  Powtucket.  Rl  02862/401-727-5000 

688  HAWAIIAH  ELECTRIC      678    586  412 

900  Richards  St.  Honolulu.  HI  96813/808-543  5662 

684  HECHIHGER  579     647  763 

3500  Pennsy  Or.  Londover.  MD  20785/301-341-1000 

923  HECLA  MIHING  977    398  956 

6500  Mmerol  Dr,  Coeur  0  Alene,  ID  83814/208-769-4100 
74  HEINZ  (H.  J.)  137     116  321 

600  Gram  SI,  Pittsburgh.  PA  15219/412-456-5700 

718  HELMERICH  &  PAYHE     960    877  787 

Uiico  at  21si  Si.  TuIso.  OK  741  14/918-742-5531 


IS 
17 

6 
14 
24 

8 
16 
10 
11 


265  HERCULES 


285    372  360 


1313  North  Market  St.  Wilmington.  OE  19894/302-594-5000 

249  HERSHEY  FOODS  353     314    502  10 

100  Mansion  Rd  Eost.  Hershey,  PA  17033/717-534-7500 
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36  HEWLETT-PACKARD       63      43    188  18 

3000  Hanover  Si,  Polo  Alto,  CA  94304/415-857-1501 

827  HIBERNIA  755     622    239  3 

313  Corondelcl  Si,  New  Orleans,  U  70130/504-586-5552 

497  HILLENBRAND  INDS.     625    538    734  15 

Highway  46,  Boiesville,  IN  47006/812-934-7000 

223  HILTON  HOTELS  603     342    483  14 

9336  Civic  Cenler  Dr.  Beverly  Hills,  CA  90209/213-278-4321 

231  HIMONT  426     135    481  4 

2801  Cenlcrville  Rd,  Wilminglon,  DE  19850/302-996-6000 

588  HOLIDAY  443     377    451  14 

1023  Cherry  Rd,  Memphis,  TN  38117/901-762-8600 

462  HOLLY  FARMS  416    543    720  10 

1755-D  Lynnfield  Rd,  Memphis,  TN  381 19/901-761-3610 

993  HOME  BENEFICIAL        942     692    638  17 

3901  West  Brood  St,  Richmond,  VA  23230/804-358-8431 

330  HOME  DEPOT  384    506    747  8 

2727  Paces  Ferry  Rd,  Atlanta,  GA  30339/404-433-821 1 

848  HOME  GROUP  267     491    107  17 

59  Maiden  Lone,  New  York,  NY  10038/212-530-6800 

786  HOME  SHOPPING         672     870    793  8 

12000  25th  Court  N  ,  St  Pete  ,  FL  33716/813-572-8585 

641  HOMEFED  450     390     90  17 

625  Broadwoy,  Sun  Diego,  CA  92101/619-699-8000 

388  KOMESTAKE  MINING     824     565    673  16 

650  Colifomia  St,  Son  Froncisco,  CA  94108/415-981-8150 

981  HON  INDUSTRIES         767    831    921  18 

414  East  Third  St,  Muscatine,  lA  52761/319-264-7400 

210  HONEYWELL  110    998    270  9 

2701  Fourth  Ave  S-,  Minneapolis,  MN  55408/612-870-5200 

571  HORMEL  (GEO.  A.)        337    576    745  10 

501  16th  Ave  N,E.,  Austin,  MN  55912/507-437-5611 

158  HOSPITAL  CORP.  192    201    256  12 

One  Park  Plozo,  Nashville,  TN  37203/615-327-9551 

668  HOUGHTON  MIFFLIN     864    849    911  20 

One  Beacon  St,  Boston,  MA  02108/617-725-5000 

260  HOUSEHOLD  IHTL.        509     269     76  5 

2700  Sanders  Rd,  Prospect  Heights,  IL  60070/312-564-5000 

174  HOUSTOH  INDUSTRIES  220     104    146  24 

4300  Post  Ook  Pkwy,  Houston,  TX  77027/713-629-3000 

524  HUBBELL  729     528    805  9 

584  Derby-Milford  Rd,  Orange,  C  06477/203-799-4100 

209  HUMAHA  224    220    348  12 

500  West  Main  St,  Louisville,  KY  40201/502-580-1000 

823  HUNT  (J.  B.)  849     772    909  23 

Hwy  71  North,  Lowell,  AR  72745/501-659-8800 

632  HUNTINGTOH  BAHC.     627     462    158  3 

41  South  High  St,  Columbus,  OH  43287/614-476-8300 


1  IBM  4        1      15  18 

Old  Orchord  Rd,  Armonk,  NY  10504/914-765-1900 

614  IBP  80    570    581  10 

IBP  Ave,  Dokoto  City,  NE  68731/402-494-2061 

597  IDAHO  POWER  831     644    530  24 

1220  Idaho  St,  Boise,  ID  83702/206-383-2200 

972  IDEAL  BASIC  INDS.       926    957    880  13 

950  17th  St,  Denver,  CO  80202/303-623-5661 

419  ILLINOIS  POWER  505     302    230  24 

500  South  27th  St,  Decatur,  IL  62525/217-424-6600 

320  ILLINOIS  TOOL  WORKS  394     322    569  IS 

8501  West  Higgins  Rd,  Chicago,  IL  60631/312-693-3040 
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434  IMC  FERTILIZER  537     361    547  4 

2315  Sanders  Rd,  Northbrook,  II  60062/312-564-8600 

980  IMO  INDUSTRIES         696    818    730  15 

3450  Princeton  Pike,  Lowrenceville,  NJ  08648/609-896-7600 

807  INDIANA  NATIONAL      757     610    235  3 

One  Indiano  Square,  Indianapolis,  IN  46266/317-266-6000 

288  INGERSOLL-RAND        264     294    421  15 

200  Chestnut  Ridge,  W'cliR  Lake,  NJ  07675/201-573-3212 

380  INLAND  STEEL  INDS.      197     205    386  16 

30  West  Monroe  St,  Chicago,  IL  60603/312  346-0300 

735  INSPIRATION  RES.        470     697    706  16 

250  Park  Ave,  New  York,  NY  10177/212-503-3100 

700  INTEGRA  FINANCIAL      711     556    205  3 

Franklin  &  Water  Sts,  Titusville,  PA  16354/814-827-2751 

123  INTEL  278     107    343  9 

3065  Bowers  Ave,  Santa  Clara,  CA  95051/408-765-8080 

567  INTERGRAPH  651     460    709  18 

One  Madison  Ind  Pk,  Huntsville,  AL  35807/205-772-2000 

889  INTERLAKE  622     717    762  15 

701  Harger  Rd,  Oak  Brook,  IL  60521/312-572-6600 

976  IHTL  DAIRY  QUEEN      922     880    987  14 

5701  Green  Valley,  Bloomington,  MN  55437/612-830-0200 

292  INTL.  FLAVORS  641     351    695  6 

521  West  57th  St,  New  York,  NY  10019/212-765-5500 

617  INTL.  LEASE  FIN.  936     687    501  23 

8484  Wilshire  Blvd,  Beverly  Hills,  CA  9021  1/213-658-7871 

557  IHTL  MINERALS  571     498    463  4 

2315  Sanders  Rd,  Northbrook,  II  60062/312-564-8600 

951  INTL.  MULTIFOODS       406     747    702  10 

33  South  Sixth  St,  Minneapolis,  MN  55402/612-340-3300 

100  INTERNATIONAL  PAPER    73      54    166  19 

Two  Monhotionville  Rd,  Purchase,  NY  10577/914-397-1500 

548  INTERPUBLIC  GROUP     535     585    584  21 

1271  Ave  ol  the  Americas,  NY,  NY  10020/212-399-8000 

898  INTERTAN  730     788    870  6 

2000  Two  Tandy  Ctr,  Ft  Worth,  TX  76102/817-332-7181 

914  IOWA  RESOURCES         873     767    604  24 

666  Grand  Ave,  Des  Moines,  lA  50303/515-281-2900 

799  IOWA-ILLINOIS  G&E      787     594    593  24 

206  East  Second  St.  Dovenport,  lA  52801 /319-326-7 1  1  1 

577  IPAUO  ENTERPRISES     732     407    506  24 

25  Monument  Circle.  Indianapolis,  IN  46206/317-261-8261 

489  ITEL  429     841    341  5 

Two  North  Riverside  Ploza,  Chicogo,  IL  60606/312-902-1515 

57  ITT  79      29    106  5 

320  Pork  Ave,  New  York,  NY  10022/212-752-6000 


242  JAMES  RIVER  138     212    255  19 

Tredegar  St,  Richmond,  VA  23217/804-644-541 1 

449  JEFFERSON  SMURFIT     516    315    726  7 

8182  Mor/lond  Ave,  St  Louis,  MO  63105/314-746-1100 

418  JEFFERSON-PILOT        522     431    313  17 

101  North  Elm  St,  Greensboro,  NC  27420/919-378-2000 

990  JERRICO  713     892    849  14 

101  Jerrico  Dr,  Lexington,  KY  40511/606-263-6000 

421  JOHNSON  CONTROLS     248    410    468  9 

5757  N  Green  Boy,  Milwaukee,  Wl  53201/414-228-1200 

22  JOHNSON  &  JOHNSON     81      37    206  12 

One  J&J  Plaza,  New  Brunswick,  NJ  08933/201-524-0400 

646  JOSTENS  733     663    860  15 

5501  Normon  Ctr,  Minneopolis,  MN  55437/612-830-3300 

971  JWP  611     819    770  21 

2975  Westchester  Ave,  Purchase,  NY  10577/914-935-4000 


They 


THINK 

UNCr 


And  for  good  reason.  Like  you, 
these  executives  have  a  lot  on  their 
minds.  They  don't  want  to  worry 
about  potential  heating  and  air  con- 
ditioning problems  in  their  com- 
mercial buildings— is  the  system 
running  efficiently  or  wasting 
money?  Are  the  components  being 
properly  serviced  to  ensure  long 
equipment  life?  Will  an  equipment 
failure  break  the  budget? 

With  LINC  Service®,  they— 
and  you— don't  have  to  worry.  LINC 
Service®  takes  care  of  everything. 
For  a  budgetable  monthly  amount, 
your  authorized  LINC  Service®" 
Contractor  will  do  whatever  it  takes 
to  keep  your  heating  and  air  con- 
ditioning system  running  reliably, 
efficiently,  and  affordably. 

That's  Guaranteed  Profes- 
sional Maintenance.  And  for  execu- 
tives who  have  chosen  LINC 
Service*  that's  peace  of  mind. 

So,  why  worry  about  your 
heating  and  air  conditioning  sys- 
tem. THINK  LINC^.  It  could  be  one 
of  your  best  executive  decisions 
ever 

For  the  name  of  the  LINC 
Service-  Contractornearestyou, 
call 

800-638-2000 

(In  Maryland,  800-831-4300) 


SERVICE 
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K 


52  KMART  15      48    120  8 

3100  West  Big  Beover  Rd,  Troy.  Ml  48084/3)3  643-1000 

549  KANSAS  CITY  POWER    677     408    407  24 

1330  Boltimore  Ave,  Konsos  City.  MO  64105/816-556-2200 

913  KANS.  CITY  SOUTHERN  782    976    689  23 

1 14  West  1  Itti  St.  Kansas  City.  MO  64105/816-556-0303 

656  KANSAS  G&E  771     504    423  24 

120  East  First  St.  Withito.  KS  67202/316-261-661  1 

604  KANSAS  POWER  543     496    500  24 

818  Kansos  Ave.  Topeka.  KS  66612/913-296-6300 

56  KELLOGG  183      97    363  10 

One  Kellogg  Square,  Batlle  Creek.  Ml  49016/616-961-2000 

994  KELLWOOD  684     780    856  6 

600  Kellwood  Pkwy,  Chesterfield,  MO  63017/314-576-3100 

576  KELLY  SERVICES  510    583    893  21 

999  West  Big  Beover  Rd,  Troy,  Ml  48084/313-362-4444 


331  KEMPER  252     249    121  17 

Route  22,  Long  Grove,  IL  60049/312-540-2000 

644  KENTUCKY  UTILITIES     749    497    574  24 

One  Quality  St,  Lexington,  KY  40507/606-255-1461 

281  KERR-McGEE  292     392    370  11 

123  R  S  Kerr  Ave,  Oklahoma  City,  OK  73102/405-270-1313 

529  KEYCORP  481     374    103  3 

30  South  Peorl  Si,  Albany.  NY  12207/518-486-8000 

780  KEYSTONE  INTL.  875    783    885  15 

9600  West  Gulf  Bank  Dr,  Houston,  TX  77040/713-466-1176 

966  KIMBALL  INTL  756     787    892  6 

1 600  Royal  St,  Jasper,  IN  47546/8 1 2-482- 1 600 

111  KIMBERLY-CLARK        151     133    310  19 

545  East  Carpenter  Fwy,  Oollos,  TX  75261/214-830-1200 

876  KINDER  CARE  605    689    228  21 

2400  Presidents  Dr,  Montgomery,  AL  36116/205-277-5090 

702  KING  WORLD  893     557    967  14 

1700  Broadway,  New  York,  NY  10019/212-315-4000 

246  KNIGHT-RIDDER         367    310    433  20 

One  Herald  Plaza,  Miami,  FL  33132/305-376-3800 


645  KOGER  PROPERTIES      966    928    766  13 

3986  Blvd  Cir  Dr.  Jacksonville,  FL  32207/904-396-4811 

580  KROGER  22     762    288  10 

1014  Vine  St.  Cincinnati,  OH  45202/513-762-4000 


594  LAfARGE  501     443    600  13 

1  n 30  Sunnse  Volley  Dr.  Reslon.  VA  22091  /703-264-3600 

741  LANCE  837     720    932  10 

8600  South  Blvd.  Charlotte.  NC  28217/704-554-1421 

670  LANDS'  END  810    778    973  8 

6420  Bryn  Mowr  Ave.  Chicogo.  IL  60631/312-693-0520 

689  LEE  ENTERPRISES         917     700    900  20 

130  Eosi  Second  St.  Davenport.  lA  52801 /319-383-2202 

873  LEGGETT  &  PLAH        648    733    828  6 

One  Leggett  Rd.  Carthage.  MO  64836/417-358-8131 


)  Centel  Corgotalion 
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/     "DAD  S  NOSE.::  \ 
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"8  POUNDS,  3  ounces;;. 


For  more  information,  write  Centel  Corporatiorwept.  A.  8725  Higgins  Road,  Chicago,  IL  60631. 
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27UL1Y(ELI)  196      52    259  12 

Lilly  Corporate  Center,  Indianapolis,  IN  46285/317-276-2000 

94  LIMITED  195     208    449  8 

Two  Limited  Parkway,  Columbus,  OH  43230/614-479-7000 

124  LIN  BROADCASTING      929     488    788  20 

1370  Ave  of  the  Americas,  NY,  NY  10019/212-765-1902 

274  LINCOLN  NATIONAL       106     267      79  17 

1300  South  Clinton  St.  Fort  Wayne,  IN  46802/219-427-2000 

293  LITTON  INDUSTRIES      161     278    275  9 

360  N  Crescem  Dr.  Beverly  Hills,  CA  90210/213-859-5000 

365  LIZ  CLAIBORNE  538     391    789  6 

One  Claiborne  St,  North  Bergen,  NJ  07047/201-662-6000 

207  LOCKHEED  56     112    217  1 

4500  Park  Granada,  Colabasos.  CA  91399/818-712-2000 

652  LOCTITE  822     654    874  4 

IC  Columbus  Blvd,  Hartford,  CT  06106/203-520-5000 

69  LOEWS  53      40     56  17 

One  Park  Ave.  New  York,  NY  10016/212-545-2000 

813  LONE  STAR  INDS.         862     725    559  13 

One  Greenwich  Plaza,  Greenwich,  a  06830/203-661-3100 

354  LONG  IS.  LIGHTING       358     175    175  24 

175  East  Old  Country  Rd,  Hicksville,  NY  11801/516-933-4590 

634  LONGS  DRUG  STORES     395     609    820  12 

141  North  Civic  Dr.  Walnut  Creek,  CA  94596/415-937-1  170 

623  LONGVIEW  FIBRE         695    427    764  7 

End  of  Fibrewoy.  Longview,  WA  98632/206-425-1550 

540  LORAL  464    471    553  9 

600  Third  Ave,  New  York,  NY  10016/212-697-1105 

519  LOTUS  DEVELOPMENT    802     589    859  18 

55  Combridge  Pkwy.  Cambndge,  MA  02142/617-577-8500 

488  LOUISIANA  LAND         681     983    557  11 

909  Poydras  St,  New  Orleons,  LA  701 12/504-566-6500 

447  LOUISIANA-PACIFIC      415     333    486  19 

lit  S.W.  Fihh  Ave,  Portland,  OR  97204/503-221-0800 


651  LOUISVILLE  G&E  709     473    503  24 

311  West  Chestnut  St,  Louisville,  KY  40202/502-566-401 1 

553  LOWE'S  311     542    627  8 

Hwy  268  Eost.  North  Wilkesboro,  NC  28659/919-651-4000 

885  LSI  LOGIC  857     853    742  9 

1551  McConhy  Blvd.  Milpitos,  CA  95035/408-433-8000 

385  LUBRIZOL  548     341    672  4 

29400  Lakeland  Blvd,  WicklMe,  OH  44092/216-943-4200 

817  LUBY'S  CAFETERIAS      916    820    959  14 

2211  NE  Loop  410,  San  Antonio,  TX  78265/512-654-9000 

849  LYPHOMED  968    959    928  12 

10401  West  Touhy,  Rosemont.  IL  60018/312-390-6500 


M 


868  MACK  TRUCKS  365    839    516  2 

2100  Mack  Blvd.  Allentown.  PA  18105/215-439-301  1 

934  MAGMA  POWER  995     919    945  24 

1  1770  Bernardo  Plazo,  Son  Diego,  CA  92128/619-487-9412 

788  MANOR  CARE  745     951    715  12 

10750  Columbia  Pike,  Silver  Spg,  MD  20901/301-593-9600 

312  MANUF.  HANOVER         86      57      18  3 

270  Park  Ave,  New  York,  NY  10017/212-286-6000 

654  MANUF.  NATIONAL       612     436    161  3 

100  Renaissance  Center,  Detroit,  Ml  48243/313-222-4000 

414  MAPCO  413     378    571  11 

1800  South  Boltimore,  Tulsa,  OK  741  19/918-581  1800 

156  MARION  LABS.  644    271    773  12 

9300  Word  Pkwy,  Kansas  City,  MO  641 14/816-966-4000 

165  MARRIOTT  104     219    232  14 

One  Morrion  Dr.  Washington,  DC  20058/301-380-9000 


128  MARSH  &  McLENNAN     340     179    491  17 

1221  Ave  of  the  Americas,  NY,  NY  10020/212-997-2000 

677  MARSHALL  &  ILSLEY     697     511    211  3 

770  North  Woter  51,  Milwaukee,  Wl  53202/414-765-7700 

240  MARTIN  MARIETTA       133     161    362  1 

6801  Rockledge  Or,  Beihesda,  MD  20817/301-897-6000 

163  MASCO  322     186    379  13 

21001  Van  Born  Rd,  Taylor,  Ml  48180/313-274-7400 

609  MASCO  INDUSTRIES      435    489    484  2 

21001  Van  Born  Rd,  Taylor.  Ml  48180/313  274-7400 

766  MATTEL  590     746    750  14 

5150  Rosecrans  Ave.  Hawthorne,  CA  90250/213-978-5150 

642  MAXUS  ENERGY  740    980    499    1 1 

717  North  Norwood  St.  Dallas.  TX  75201  /214-953-2000 

86  MAY  DEPT.  STORES        49      89    181  8 

611  Olive  Si,  St  Louis,  MO  63101/314-342-6300 

367  MAYTAG  403     332    669  6 

403  West  Fourth  St  North.  Newton,  lA  50208/515-792-8000 

541  MBIA  957     448    588  17 

445  Homilton  Ave,  White  Plains.  NY  10602/914-681-1300 

152  MCA  263     286    329  14 

100  Un  City  Plaza,  Universol  City,  CA  91608/818-777-1000 

107  McCAW  CELLULAR         898     995    460  22 

5808  Lake  Wash  N  E  ,  Kirkland,  WA  98033/206-827-4500 

831  McCLATCHY  NEWS.       870    812    883  20 

2100  Q  St.  Sacramento.  CA  95816/916-321-1000 

699  Mccormick  539   749  724  10 

1  1350  McCormick  Rd.  Hunt  Valley.  MO  21031/301-771-7301 

671  McDERMOTT  INTL        336    988    351  21 

1010  Common  St.  New  Orleans,  LA  701  12/504-587-5400 

45  MCDONALD'S  144      69    179  14 

McDonald's  Plozo,  Oak  Brook,  IL  60521/312-575-3000 

162  McDonnell  DOUGLAS     36     148    125  1 

McDonnell  Blvd.  St.  Louis,  MO  63134/314-232-0232 
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"I'M  AN  AUNT!" 


/ 

CEITfEL 

A  star  IS  born.  And  Ceniel  helps  spread  the  word  even 
more  quickly  and  clearly  than  ever,  thanks  to 
technical  advances  in  fiber  optics  and  digital  svi/itching- 

areas  in  which  our  telephone  operations  have 
demonstrated  innovative  leadership  for  years  The  same 

is  true  of  our  cellular  system,  already  second  in 
number  of  markets  served  and  growing  fast.  All  of  which 
helps  us  bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

■  Telephone  •  Cellular  Communications  • 

■  Business  Systems  •  Power  Distribution  • 
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176  McGRAW-HILl  411     266    SOS  20 

1221  Avenue  of  Ihe  Americas,  NY,  NY  10020/212-512-2000 

72  MCI  COMMUNS.  156     143    250  22 

1133  t9lh  Si  N  W  ,  Woshinglon,  DC  20036/202-872-1600 

420  McKESSON  111     450    439  12 

One  Post  St,  San  Francisco,  CA  94104/415-983-8300 

952  MCN  506     640    623  24 

500  Griswold  St,  Detroit.  Ml  48226/313-965-2430 

985  MDU  RESOURCES         878     757    668  24 

400  North  Fourth  St,  Bismarck,  ND  58501/701-222-7900 

251  MEAD  178     141    344  19 

Courthouse  Plaza  N  E  ,  Dayton,  OH  45463/513-222-6323 

800  MEASUREX  915     738    906  9 

One  Results  Woy,  Cupertino.  CA  95014/408-255-1500 

770  MEDCO  CONTAIHMENT  735    843    830  12 

491  E  H  Ross  Or,  Elmwood  Pork.  NJ  07407/201-794-1000 

506  MEDIA  GENERAL  667     920    701  20 

333  East  Grace  St,  Richmond,  VA  23219/804-649-6000 

471  MEDTRONIC  679     439    744  12 

7000  Central  Ave  N  E  ,  Mpis,  MN  55432/612-574-4000 

586  MELLON  BANK  244     982      39  3 

500  Grant  St.  Pittsburgh,  PA  15258/412-234-5000 

120  MELVILLE  115     145    404  8 

3000  Westchester  Ave.  Hornson.  NY  10528/914-253-8000 

760  MENTOR  GRAPHICS       904     768    916  18 

8500  5  W  Creekside.  Beaverton,  OR  97005/503-626-7000 

886  MERCANTILE  BANC.       700     813    220  3 

721  Locust  St.  St  Louis.  MO  63101/314-425-2525 

789  MERCANTILE  BANK.      866     620    347  3 

Two  Hopkins  Plaza.  Baltimore.  MD  2 1201 /301-237-5900 

357  MERCANTILE  STORES     341     316    548  8 

128  West  31st  St,  Nev»  York,  NY  10001/212-560-0500 

922  MERCHANTS  NATL.       815     681  260 

One  Merchants  Plaza.  Indianapolis.  IN  46255/317-267-7000 


7  MERCK  125      23  226 

P  0  Box  2000.  Rahwoy.  NJ  07065/201-574-4000 

722  MEREDITH  671     785  746 

1716  locust  St.  Des  Moines.  lA  50336/515-284-3000 
610  MERIDIAN  BANCORP     604     467  156 

35  North  Sixth  St.  Reading.  PA  19601 /21 5  320-2000 

200  MERRILL  LYNCH  58     102  19 

250  Vesey  St,  New  York.  NY  10281/212-449  1000 

379  METRO  MOBILE  CTS      988     973  944 

110  East  59th  St.  New  York.  NY  10022/212  319-7444 

927  MEYER  (FRED)  370     742    751  8 

3800  S  E  22nd  Ave.  Portland.  OR  97202/503  232  8844 

579  MGM/UA  COMMUNS.     704     985    573  14 

450  N  Roxbury  Dr.  Beverly  Hills.  CA  90210/213-281-4000 

662  MICHIGAN  NATIONAL     575     446    132  3 

27777  Inkster  Rd,  Farmington  Hills.  Ml  48018/313-473-3000 

680  MICRON  TECHNOLOGY    865     369    818  9 

2805  East  Columbia  Rd.  Boise,  ID  83706/208  383-4000 

233  MICROSOFT  689     308    777  18 

1601 1  N  E  36th  Way,  Redmond.  WA  98073/206-882-8080 


160  MIDDLE  SOUTH  UTS.      228      91  96 

225  Beronne,  New  Orlcons.  LA  70161/504-529-5262 


24 


377  MIDLANTIC  407     235      84  3 

499  Thornall  St.  Edison,  NJ  08818/201-321-8000 

908  MIDWEST  ENERGY         741     682    630  24 

401  Douglas  St,  Sioux  City.  lA  51 102/712-277-7500 

781  MILLER  (HERMAN)        663     678    823  18 

8500  Byron  Rd,  Zeclond,  Ml  49464/616-772-3300 

565  MILLIPORE  724    615    803  9 

80  Ashby  Rd,  Bedford,  MA  01730/617-275-9200 

20  MINNESOTA  MINING       57      26    167  5 

3M  Center,  St  Paul.  MN  55144/612-733-1  1  10 

649  MINNESOTA  POWER      806     522    551  24 

30  West  Superior  St.  Duluth.  MN  55802/218-722-2641 

931  MINNETOHKA  933    904    972  6 

104  Peavey  Rd.  Choska.  MN  55318/612-448-4181 

673  MITCHELL  EHERGY        739    939    475    1 1 

2001  Timberloch.  Waodlonds.  TX  77380/713-363-5500 

398  MHC  FIHANCIAL  387     281      86  3 

10  Light  St.  Baltimore.  MD  21202/301-244-1940 

11  MOBIL  5      10     31  11 

150  East  42nd  St.  New  York,  NY  10017/212-883-4242 

574  MOBILE  COMMUNS.      974    955    887  22 

1800  E  County  Line.  Ridgeland.  MS  39157/601-977-0888 

877  MOHASCO  650    942    768  6 

4401  Fair  lakes  Court,  Foirfox,  VA  22033/703-968-8000 

568  MOLEX  754     607    808  9 

2222  Wellington  Court,  Lisle.  11  60532/312-969-4550 

73  MOHSANTO  91      76    172  4 

BOON  Lindbergh.  St  Louis.  MO  63167/314-694-1000 

562  MONTANA  POWER        819     525    478  24 

40  East  Broodway,  Butte.  MT  59707/406-723-5421 


236  MORGAN  STANLEY 


193     124     29  17 


1251  Avenue  ol  the  Americas,  NY.  NY  10020/212-703-4000 


62  MORGAN  (J.  P.)  99  35 

23  Wall  St.  New  York.  NY  10015/212-483-2323 


11 


14 
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858  MORRISOH  673     810  913 

4721  Morrison  Dr.  Mobile.  AL  36625/205-344-3000 

853  MORRISOH  KHUDSEH    399    969  507 

720  Park  Blvd.  Boise,  ID  83729/208-386-8000 

267  MORTOH  THIOKOL       321     298    469  4 

1 10  North  Wacker  Dr.  Chicogo,  IL  60606/312-807-2000 

98  MOTOROLA  92     110    214  9 

1303  E  Algonquin,  Schaumburg.  IL  60196/312-397-5000 

499  MULTIMEDIA  821     827    857  20 

305  South  Mam  St.  Greenville.  SC  29602/803-298-4373 

431  MURPHY  OIL  457     721    471  11 

200  Peach  St,  El  Dorado,  AR  71730/501-862-641 1 


N 


390  NAUO  CHEMICAL         589     406    707  4 

One  Noico  Center,  Naperville.  IL  60566/312-961-9500 

287  NATIONAL  CITY  344     218      72  3 

1900  Eost  Ninth  St,  Clevelond,  OH  441  )4/216-575-2000 

929  NATL.  COMMUH.  BANK  892     696    339  3 

113  West  Essex  St.  Moywood  NJ  07607/201-845-1000 


720  HATIONAL  EDUCATION   809     664    853  21 

18400  Von  Karmon  Ave,  Irvine,  CA  92715/714-474-9400 

838  HATIOHAL  FUEL  GAS      652     657    585  24 

30  Rockefeller  Plaza,  New  York  NY  101  12/212-541-7533 

603  HATL.  HEALTH  LABS.     923    737    907  12 

7590  Fay  Ave,  La  Jollo,  CA  92037/619-454-3314 

932  HATL.  IHTERGROUP      268    972    492  5 

20  Stonwix  St,  Pittsburgh.  PA  15222/412-394-4100 

275  NATL.  MEDICAL  ENTS.    236    276    338  12 

11620  Wilshire  Blvd.  Los  Angeles.  CA  90025/213-479-5526 

587  NATL.SEMICONDUCTOR    313    941    488  9 

2900  Semiconductor.  S  Clara.  CA  95051/408-721-5000 

451  HATL.  SERVICE  IHDS.     467     459    708  9 

1180  Peochtree  St  N  E..  Atlanta.  GA  30309/404-892-2400 

375  HAVISTAR IHTL.  191     215    443  2 

401  Nonh  Michigon  Ave.  Chicago.  IL  6061 1  /312-836-2000 

301  HBD  BANCORP  349    229     63  3 

611  Woodward  Ave,  Detroit,  Ml  48226/313-225-1000 

921  NCH  758     756    882  6 

2727  Chemsearch  Blvd.  Irving,  TX  75015/214-438-021  1 

181  NCNB  281     204     45  3 

101  South  Tryon  St.  Chorlotte.  NC  28255/701-374-5000 


122  HCR 


123     113    287  18 


1700  South  Patterson  Blvd.  Doyton.  OH  45479/513-445-5000 

745  HEIMAH-MARCUS        496    912    680  8 

27  Boylston  St.  Chestnut  Hill.  MA  02167/617-232-0760 

763  HERCO  705    513    601  11 

1 1 1  S  W  Columbia.  Portlond.  OR  97201  /503-796-6600 

754  HEUTROGEHA  944    850    996  6 

5755  West  96th  St.  Los  Angeles.  CA  90045/213-642-1150 

775  HEVADA  POWER  834    635    653  24 

6226  West  Sahara  Ave,  Los  Vegas.  NV  89102/702-367-5000 

973  HEW  EHG.  BUSIHESS     924    862    984  18 

500  Mam  St,  Groton,  MA  01471/508-448-6111 

404  HEW  EHGLAND  ELEC.      461     974    334  24 

25  Reseorch  Or,  Westborough,  MA  01582/508-366-9011 

866  NEW  PLAH  REALTY       992     848    955  13 

1120  Ave  of  the  Americas.  NY,  NY  10036/212-869-3000 

900  HEW  PROCESS  828     764    970  8 

220  Hickory  St,  Worren,  PA  16366/814-723-3600 

424  HEW  YORK  STATE  E&G   494    280    289  24 

4500  Vestal  Pkwy  E  ,  Bmghomton,  NY  13903/607-729-2551 

270  HEW  YORK  TIMES         428     297    480  20 

229  West  43rd  St.  New  York,  NY  10036/212-556-1234 

620  HEWELL  592     577    712  IS 

29  East  Stephenson  St.  Freepon,  IL  61032/815-235-4171 

154  HEWMOHT  GOLD         850    403    815  16 

1700  Lincoln  St.  Denver.  CO  80203/303-863-7414 

211  HEWMOHT  MIHING       786    433    512  16 

1700  Lincoln  St.  Denver.  CO  80203/303-863-7414 

350  HIAGARA  MOHAWK       286     245    203  24 

300  Eric  Blvd  West.  Syracuse.  NY  13202/315  474-151 1 

538  HICOR  463     405    457  24 

1700  West  Ferry  Rd.  Naperville.  IL  60566/312-242-4470 

445  HIKE  462     323    739  6 

3900  S,W  Murray,  Beaverton.  OR  97005/503-641-6453 
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NIPSCO  INDUSTRIES      458     367    337  24 

5265  Hohman  Ave,  Hammond,  IN  46320/219-853-5200 

NOBLE  AfFILIATES        941     913    811  11 

no  West  Broadway,  Ardmore,  OK  73402/405-223-41  10 


NORDSON  918     771    964  15 

28601  Clemens  Rd,  Westloke.  OH  44145/216-892-1580 

NORDSTROM  332     366    543  8 

1501  Fifth  Ave,  Seattle,  WA  98101/206-628-2111 

NORFOLK  SOUTHERN     179      71    147  23 

Three  Commercial  PI,  Norfoll<,  VA  23510/804-629-2600 

NORTHEAST  BANCORP  891     760    364  3 

205  Church  Si,  New  Haven,  CT  06502/203-773-5809 

NORTHEAST  UTILITIES   368     198    212  24 

107  Selden  St,  Berlin,  CT  06037/203-665-5000 

NORTHERN  STATES       381     237    295  24 

414  Nicollet  Mall,  Minneopolis,  MN  55401/612-330-5500 

NORTHERN  TRUST        587     397    150  3 

50  South  LaSolle  St,  Chicago,  IL  60675/312-630-6000 

NORTHROP  131     413    367  1 

1840  Century  Park  E.,  Los  Angeles,  CA  90067/213-553-6262 

NORTON  476    472    631  15 

120  Front  St,  Worcester,  MA  01608/508-795-5000 

NORWEST  317     241      71  3 

Sixth  &  Marquette,  Minneapolis,  MN  55479/612-667-1234 

NOVELL  902     759    946  18 

122  East  1700  South,  Provo,  UT  84606/801-379-5900 

NOXELL  773     629    889  6 

1 1050  York  Rd,  Hunt  Volley,  MD  21030/301-785-7300 

NUCOR  565    395    693  16 

4425  Randolph  Rd,  Chorlotte,  NC  2821 1  /  704-365-7000 

NWA  136    335    304  23 

Mps-St.  Paul  Airport,  St,  Paul,  MN  5511  1/612-726-21  1  1 

NYNEX  41       18     57  22 

335  Madison  Ave,  New  York,  NY  10017/212-370-7400 


1  r 

I  O  I 


55  OCCIDENTAL  PETROL      21     166     78  11 

10889  Wilshire  Blvd.  Los  Angeles.  CA  90024/213-879-1700 

542  OCEAN  DRILLING         840    966    645    1 1 

1600  Canal  St,  New  Orleans,  LA  70112/504-561-2811 

476  OGDEH  556    600    666  5 

Two  Pennsylvania  Plazo,  New  York,  NY  10121/212-868-6100 

21 

17 

24 

6 
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836  OGILVY  GROUP  642     774  703 

2  Eost  48th  SI,  New  York,  NY  10017/212-907-3400 

563  OHIO  CASUALTY  451     354  387 

136  North  Third  St,  Hamilton,  OH  45025/513-867-3000 

185  OHIO  EDISON  357     223  189 

76  South  Main  St,  Akron,  OH  44308/216-384-5100 

578  OHIO  MAnRESS  706     770  802 

1228  Euclid  Ave,  Cleveland,  OH  44115/216-522-1310 

392  OKLAHOMA  G&E  553     326  419 

321  N.  Harvey  Ave,  Okia,  City,  OK  73102/405-272-3000 

752  OLD  KENT  FINANCIAL    682     505    185  3 

1  Vondenberg  Ctr.  Grond  Rapids,  Ml  49501/616-771-5000 

864  OLD  REPUBLIC  INTL     552     630    378  17 

307  North  Michigan  Ave.  Chicago,  IL  60601/312-346-3100 

482  OLIN  335    429    474  4 

120  Long  Ridge  Rd.  Siomford.  O  06904/203-356-2000 

824  OMNICOM  GROUP        626    719    618  21 

437  Modison  Ave.  New  York,  NY  10022/212-415-3600 

373  ORACLE  SYSTEMS         847     606    899  18 

20  Davis  Dr,  Belmont,  CA  94002/415-598-8000 


All  Pro  Running  Back, 
L.A.  Raiclers 


When  you  need  to 
establish  an  office, 
HQ  can  give  you  the  winning 
edge.  Why  spend  time  and 
money  managing  your  own 
support  staff,  purchasing  your 
own  office  equipment,  and 
looking  for  the  perfect 
location  — when  HQ  has  it  all? 

Beautifully  appointed  offices 
are  available  fully  equipped 
and  professionally  staffed. 
Complete  business  services, 
corporate  benefits,  and  access 
to  HQ's  international  network 
of  executive  business  centers. 
All  the  amenities  of  a  large 
corporate  office  —  to  help  you 
toward  your  business  goal. 

Call  HQ  today,  and  let  us  help 
you  tackle  the  problems  of  esta- 
blishing and  running  your  office. 


Mike  Haynes 

All  Pro  Corner  Back, 
L.A.  Raiders 


For  a  free  Network  Directory  call: 

800-227-3004 


For  complete  information,  send  to; 
HEADQUARTERS  COMPANIES 
120  Montgomery  St.,  Suite  1040 
San  Francisco,  CA  94104 


Name 


Address 


Company 


Bus.  Phone 


HQ 


BW 


Over  80  business  centers  throughout  the  U.S.  and  England. 
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All  hits,  no  errors. 

With  Omnifax.  everything  you  send  is  a  hit.  Typed  documents, 
charts,  diagrams,  even  photographs  are  reproduced  in  near  picture- 
perfect  detail.  You'll  get  years  of  error-free  operation,  plus  all  the 
latest  features  that  make  documents  as  easy  to 
fax  as  they  are  to  read.  For  details  and  a  free 
booklet.  The  Joy  of  Fax,  call  1-800-221-833 

□MNIn4X 

-Omnifax  is  sold  and  serviced  in  the  U.S.,  Canada  &  Puerto  Rico  by  Telautograph  Corporation. 


If  you  haven't  had 
a  mammogram, 
you  need  more  than 
your  breasts  examined. 


A  mammogram  is  a 
safe,  low-dose  X-ray  that 
can  detect  breast  cancer 
before  there's  a  lump.  In 
other  words,  it  could  save 
your  life  and  your  breast. 

If  you're  a  woman 
over  35,  be  sure  to  schedule 
a  mammogram.  Unless 
you're  still  not  convinced 
of  its  importance. 

In  which  case,  you 
may  need  more  than  your 
breasts  examined. 

Find  the  time. 
Have  a  mammogram. 


AMERICAN 
V CANCER 
f  SOQETY 

Give  yourself  the  chance  of  a  lifetime. 

PHE  Iftil  BUSINESS  WEEK  TOP  1000 
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968  ORANGI  &  ROCKUND  791     674    687  24 

Blue  Blue  Hill  Ploza.  Pearl  River,  NY  10965/914-352-6000 

982  OSHKOSH  B'GOSH        919    890    974  £ 

112  Oner  Ave,  Oshkosh,  Wl  ';4901/414-231-8800 

693  OUTBOARD  MARINE      434    531  586.14 

100  Seo-Horse  Dr,  Waukegan,  IL  60085/312-689-6200 

598  OVERSEAS  SHIPHIDG.    901     662    583  23 

1114  Ave  of  the  Americas,  NY,  NY  10036/212-869-1222 

467  OWENS-CORNING        280    254    533  13 

flberglos  Tower,  Toledo,  OH  43659/419-248-8000 


344  PACUR  255    275    396  2j 

777  106th  Ave  N  E  ,  Bellevue,  WA  98004/206-455-7400  | 

232  PACmC  ENTERPRISES     127     224    207  24 

801  South  Grand  Ave,  Los  Angeles,  CA  90017/213-895-5000 

58  PACIFIC  G&E  100    571      69  24 

77  Beale  St,  Son  Francisco,  CA  94106/415-972-7000 

608  PACIFIC  TELECOM         752     595    619  22 

805  Broodwoy.  Vancouver.  WA  98660 /206-696-0983 

26  PACIFIC  TELESIS  GROUP   75      24     74  22 

130  Keomy  St,  San  Francisco,  CA  94108/415-882-8000 

131  PACIFICORP  229     109    131  24 

851  S  W  Sixth  Ave,  Portlond,  OR  97204,'503-464-6000 

798  PAINEWEBBER  GROUP  314    693     89  17 

1285  Ave  ol  the  Americas,  NY,  NY  10019/212-713-2000 

472  PALI  811     591    778  5^ 

2200  Northern  Blvd,  East  Hills,  NY  11548/516-671-4000 


724  PAN  AM 

Pon  American  [ 


226    987    446  23 

,  New  York,  NY  10)66/212-880-1234 


439  PANHANDLE  EASTERN    514     991    382  24! 

5400  Westheimer  Cl  ,  Houston,  TX  77056/713-627-5400  i 

928  PARK  COMMUNS.         954    889    936  20 

Terroce  Hill,  Ithaca,  NY  14850/607-272-9020 

396  PARKER  HANNIFIN        324     402    497  1 

17325  Euclid  Ave,  Cleveland,  OH  441 12/216-531-3000 

345  PENN  CENTRAL  454     442    426  5 

One  East  Fourth  St,  Cincinnati,  OH  45202/513-579-6600 

70  PENNEY  (J.  C.)  35      47    116  8j 

14841  North  Dallas  Pkwy,  Dallas,  TX  75240/214-591-1000 

221  PENNSYLVANIA  PWR.    345     1  57    194  24i 

Two  North  Ninth  St,  Allentown,  PA  18101/215-770-5151 

532  PENNWALT  578    650    681  4 

Three  Parkway.  Philadelphia,  PA  19102/215-587-7000 

188  PENNZOIL  361     992    296  11 

700  Milam,  Houston,  TX  77002/713-546-4000 

664  PEOPLES  ENERGY  546     486    546  24 

122  South  Michigan  Ave,  Chicago,  II  60603/312-431-4000 

635  PEP  BOYS  716     745    797  2 

3111  W  Allegheny,  Philadelphia,  PA  19132/215-229-9000 
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The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  ALLTEL  Corporation 

2.  Centel  Corporation 

3.  Wausau  Insurance  Companies 

FINANCIAL  PRODUaS 
AND  SERVICES 

4.  Chicago  Mercantile  Exchange 

5.  CIGNA  Corporation 

6.  Continental  Bank 

7.  Credit  Suisse 

8.  Delta  Dental  Plans 

9.  First  National  Bank  of  Chicago 

10.  Lomas  Financial  Corporation 

11.  Twentieth  Century  Investors, 


Inc. 

12.  Van  Kampen  Merritt 

PRODUaS/SERVICES 


13. 

American  Gas  Association 

14. 

Amoco  Chemical  Company 

15. 

Ashton-Tate:  dBase  IV 

16. 

ASK  Computer  Systems 

17. 

Audi  of  America 

18. 

Bally  Manufacturing  Corp. 

19. 

BULL 

20. 

CSX  Transportation 

2L 

Canon  Copiers 

22.  CAST 

23.  Centel  Corporation 

24.  Chevrolet  Fleet  Sales 

25.  Conrail 

26.  Consolidated  Freightways 

27.  Daewoo 

28.  Deutsche  Bundespost 

29.  Dictaphone 

30.  Dodge  Car  Division  -  Dynasty 

31.  E.N.I.  Group 

32.  Eastman  Kodak  Copy  Products 

33.  Entre  Computer  Centers 

34.  Federal  Express  Corporation 

35.  H.Q.  -  Headquarters  Companies 
Business  Centers 

36.  Hanson  Industries 

37.  Hewlett-Packard  LaserJet 
Printers 

38.  Jeep®  Cherokee  Limited 

39.  Line  Service 

40.  Mack  Trucks 

41.  Martin  Marietta 

42.  Mazda  Motor  of  America,  Inc. 

43.  Meridien  Hotels 

44.  National  Electronic  Information 
Corporation  (NEIC) 

45.  1989  Lincoln  Continental 

46.  Nissan  Industrial  Truck 

47.  Olsten  Services 

48.  OMNIFAX/Telautograph 

49.  OMNINOTE/Telautograph 


50. 

Oracle  Corporation 

51. 

Peterbilt 

52. 

Pilot  Executive  Software 

53. 

Prime  Computer,  Inc. 

54. 

Ricoh  Fax 

55. 

Sales  Technologies  Inc. 

56. 

Schott  Corporation 

57. 

Sears  Communications 

Company 

58. 

Sheraton  Hotels 

59. 

Software  Publishing  -  Harvard 

Graphics 

60. 

Sony  RDSS 

61. 

Systems  Center 

62. 

Toshiba  America,  Inc.  - 

Information  Systems  Divisions 

63. 

Unisys 

64. 

Varco-Pruden  Metal  Buildings 

65. 

Wausau  Insurance  Companies 

66. 

Xerox  Copiers 

67. 

Yellow  Freight  Systems,  Inc. 

AREA  DEVELOPMENT 

68. 

Government  of  Canada 

External  Affairs 

69. 

Iowa  Department  of  Economic 

Development 

70. 

Missouri  Department  of 

Economic  Development 

71. 

South  Carolina  State 

Development  Board 
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39  PEPSICO  40      51    135  6 

700  Anderson  Hill  Rd,  Purchase,  NY  10577/914-253-2000 

525  PERKIN-ELMER  530     564    587  9 

761  Mam  Ave,  Norwolk.  CT  06859/203-762-1000 

545  PETRIE  STORES  523     753    700  8 

70  Enlerprise  Ave.  Secoucgs.  NJ  07094/201-866-3600 


46  PFIZER  152      49  192 

235  East  42nd  St,  New  York,  NY  10017/212-573-2323 


12 


340  PHELPS  DODGE 


334     118    402  16 


2600  North  Central  Ave.  Phoenix,  AZ  85004/602-234-8100 

736  PHH  418    867    319  23 

1  1333  McCormick  Rd.  Hum  Valley,  MD  21031/301-771-3600 

138  PHILADELPHIA  ELEC.     246      78    126  24 

2301  Market  St,  Philadelphia,  PA  19101/215-841-4000 

5  PHILIP  MORRIS  13        8     80  6 

120  Park  Ave,  Nevn  York,  NY  10017/212-880-5000 

764  PHILIPS  IHDUSTRIES     631     667    832  15 

4801  Springfield  St,  Daylon,  OH  45401/513-253-7171 

88  PHILLIPS  PETROLEUM     50      67    123  11 

Fourth  &  Keeler,  Bortlesville,  OK  74004/918-661-6600 

743  PIC  'N'  SAVE  843    659    947  8 

2430  Eosf  Del  Amo  Blvd,  Corson,  CA  90749/213-537-9220 

919  PIER  1  IMPORTS         851     884    917  6 

301  Commerce  St,  Fort  Worth,  TX  76102/817-878-8000 

429  PINHACLE  WEST  468    930    109  24 

2828  North  Central  Ave,  Phoenix,  A2  85004/602-234-1142 

453  PIONEER  HI-BRED        633     580    665  10 

400  Locust  SI,  Des  Moines,  lA  50309/515-245-3500 

168  PITNEY-BOWES  304    214    282  18 

One  ElmcroH  Rd,  Stamford,  a  06926/203-356  5000 

663  PITTSTON  446     740    663     1 1 

One  Pickwick  Plozo,  Greenwich,  CT  06836/203-622-0900 

840  PITTWAY  660     736    784  5 

333  Skokie  Blvd,  Nonhbrook,  IL  60065/312-498-1260 

150  PHCFIHANCIAL  208     111      28  3 

Fihh  Ave  8  Wood  St,  Pittsburgh.  PA  15265/412-762-2000 

184  POLAROID  405     960    472  14 

549  Technology  Sq.  Cambridge.  MA  02139/617-577-2000 

954  POLICY  MANAGEMEHT  931     875    915  17 

One  PM5  Center.  BIylhewood.  SC  29016/803-735-4000 
502  PORTLAHD  GENERAL     664     396    424  24 

121  S  W  Solmon  St,  Portland,  OR  97204/503-464-8000 

547  POTLATCH  557     387    561  7 

One  Maritime  Plozo,  Son  Francisco,  CA  941  1  1/415-576-8800 

300  POTOMAC  ELECTRIC       492     242    315  24 

1900  Penn  Ave  N  W  ,  Wash,  DC  20068/202-872-2000 

103  PPG  INDUSTRIES  139      99    266  13 

One  PPG  PI,  Pinsburgh,  PA  15272/412-434-3131 

796  PRECISION  CASTPTS.     823     781    884  16 

4600  S  E  Horney  Dr,  Portlond,  OR  97206/503-777-3881 

464  PREMARK  INTL  325     370    521  5 

1717  Deerfield  Rd,  Oeerfield,  IL  60015/312-405-6000 

478  PREMIER  INDUSTRIAL   744    549    929  21 

4500  Euclid  Ave,  Cleveland,  OH  44103/216-391-8300 


315  PRICE  184    419    595  8 

2657  Arione  Dr,  San  Diego,  CA  92117/619-581-4600 

564  PRIME  COMPUTER       444    911    522  18 

Prime  Pkwy.  Notick,  MA  01760/508-655-8000 

543  PRIME  MOTOR  INNS     845    520    661  14 

700  Route  46  East,  Fairfield,  NJ  07007/201-882-1010 

527  PRIMERICA  586    293    298  17 

300  St  Paul  PI.  Baltimore.  MD  21202/301-332-3000 

21  PROCTER  &  GAMBLE       20      28     97  6 

One  P&G  Plozo.  Cincinnati.  OH  45202/513-983-1 100 


592  PROGRESSIVE 


524    404    438  17 


6000  Parkland.  Moyfield  Heights,  OH  44124/216-464-8000 

491  PROVIDENT  LIFE  282     468    140  17 

One  Fountain  Squore,  Chattanooga,  TN  37402/615-755-1011 


621  PSI HOLDIHGS  572     380  452 

1000  East  Mom  St,  Plomfield,  IN  46168/317-839-961 1 


24 


480  PS  OF  COLORADO         430    358    380  24 

550  )5th  St,  Denver,  CO  80202/303-571-751  1 

845  PS  OF  HEW  MEXICO      655    474    413  24 

Alvorodo  Square,  Albuquerque,  NM  87158/505-768-6500 

109  PUBLIC  SERVICE  ENT.     182      80    129  24 

80  Pork  Plaza,  Newark,  NJ  07101/201-430-7000 

958  PUGET  SOUND  BAHC.    848     710    324  3 

1 1 19  Pacific  Ave,  Tacomo,  WA  98402/206-593-3600 

495  PUGET  SOUND  POWER  656    353    420  24 

Puget  Power  BIdg,  Bellevue,  WA  98009/206-454-6363 


142  QUAKER  OATS  140     200    384  10 

321  North  Clari<  St,  Chicago,  IL  60610/312-222-7111 

852  QUAKER  STATE  630    908    733    1 1 

255  Elm  SI,  Oil  City,  PA  16301/814-676-7676 

437  QUANTUM  CHEMICAL     273     142    389  4 

99  Porl<  Ave,  New  York,  NY  10016/212-949-5000 


707  QUESTAR 


792     844    649  24 


180  East  First  South,  Soli  Loke  City,  UT  84147/801-534-5000 


90  RALSTOH  PURIHA         122     136    312  10 

Checkerboord  Square,  St  Louis,  MO  63164/3)4-982-1000 

863  RAMADA  763     929    652  14 

2390  East  Comelbock  Rd.  Phoenix.  AZ  85016/602-273-4000 

428  RAYCHEM  551     418    609  9 

300  Constitution  Dr,  Menio  Pork,  CA  94025/415-361-3333 

119  RAYTHEON  95      95    285  9 

141  Spring  St,  Lexington,  MA  02173/617-862-6600 

383  REEBOK  INTL.  419     328    639  6 

150  Royoll  St,  Canton,  MA  02021/617-821-2800 

902  RELIAHCE  GROUP         213    855    164  17 

55  East  52nd  St,  New  York,  NY  10055/212-909-1100 


399  REPUBLIC  HEW  YORK    363    283     61  3 

452  Fifth  Ave,  New  York,  NY  10018/212-525-5000 

750  REXENE  688    345    814  4 

126  East  56th  St,  New  York,  NY  10022/212-644-8200 

194  REYNOLDS  METALS       143      96    271  16 

6601  West  Broad  St,  Richmond,  VA  23230/804-281-2000 

940  RIGGS  HATIOHAL         748     739    213  3 

1503  Penn  Ave  N  W.,  Wosh,  DC  20013/202-835-6000 

397  RITE  AID  291     438    565  12 

TrindleS  Railroad,  Shiremanstown,  PA  1701  1 /717-76t-2633 

12RJRHABISC0  30      16     87  6 

300  Galleno  Pkwy,  Atlonio,  GA  30339/404-852-3000 

442  ROADWAY  SERVICES      348    494    607  23 

1077  Gorge  Blvd,  Akron,  OH  44309/216-384-8184 

681  ROBIHS(A.  H.)  606    593    634  12 

1407  Cummings  Dr,  Richmond,  VA  23220/804-257-2000 

774  ROCHESTER  G&E  659     512    493  24 

89  East  Ave,  Rochester,  NY  14649/716-546-2700 


674  ROCHESTER  TEL. 


798    631    694  22 


180  South  Clinton  Ave.  Rochester.  NY  14646/716-777- 1000 

630  ROCKEFELLER  CEHTER    969     673    542  13 

1 166  Ave  of  the  Americas.  NY.  NY  10036/212-841-7760 

84  ROCKWELL  INTL.  46      50    173  5 

2230  E  Impenal  Hwy.  El  Segundo,  CA  90245/213-647-5000 

258  ROHM  &  HAAS  310    222    442  4 

Ind,  Mall  West,  Philodelphio.  PA  19105/215-592-3000 

725  ROHR  INDUSTRIES       600     761    650  1 

foot  of  H  SI,  Chulo  Visto,  CA  92012/619-691-4111 

875  ROLLINS  856    842    975  21 

2170  Piedmont  Rd  N  E,,  Atlonta.  GA  30324/404-888-2000 

665  ROLLIHS  EHV.  937    826    949  21 

2200  Concord  Pike,  Wilmington,  DE  19803/302-479-2700 

425  RORER  GROUP  574    574    568  12 

500  Virginia  Or,  Fort  Washington.  PA  19034/215-628-6000 

957  ROSS  STORES  714    830    933  8 

8333  Central  Ave.  Newark,  CA  94560/415-790-4400 

409  ROUSE  804    883    459  13 

10275  L  Potuxent,  Columbia,  MD  21044/301-992-6000 

859  ROWAH  932    967    717  11 

5051  Westheimer,  Houston,  TX  77056/713-621-7800 

978  RPM  868    858    923  13 

2628  Peori  Rd,  Medina,  OH  44258/216-225-3192 
282  RUBBERMAID  533     426    722  IS 

1147  Akron  Rd,  Woosler,  OH  44691 /216-264-6464 

589  RUSSELL  768    619    795  6 

Lee  St,  Alexander  City,  AL  35010/205-329-4000 

279  RYDER  SYSTEM  159     338    231  23 

3600  N  W,  82nd  Ave,  Miami,  Fl  33166/305-593-3726 


332  SAFECO  265     217    190  17 

Safeco  Plozo,  Seattle,  WA  98185/206-545-5000 


THE  1989  BUSINESS  WEEK  TOP  1000 


ONE  OF  FIDELITY'S  TOP  PERFORMERS 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES    PROFITS   ASSETS  NO. 


533  SAFETY-KLEEN  829     695    861  21 

777  Big  Timber  Rd,  Elgin,  IL  60123/312-597-8460 

172  SALOMON  120     193       9  17 

One  New  York  Plaza,  New  York,  NY  10004/212-747-7000 

271  SAN  DIEGO  G&E  369     264    346  24 

101  Ash  St,  San  Diego,  CA  92101/619-696-2000 

897  SAN  JUAN  BASIN         998    907    994    1 1 

500  Throckmorton.  Fort  Worth,  TX  76102/817-338-8417 

170  SANTA  FE  SOUTHERN     251     311    209  23 

224  South  Michigon  Ave,  Chicago,  IL  60604/312-786-6000 

97SARAIEE  51     134    245  10 

Three  First  National  Plaza,  Chicago,  IL  60602/312-726-2600 

997  SAVANNAH  FOODS        615    881    863  10 

2  East  Bryan  St.  Savonnoh,  GA  31401/912-234-1261 

440  SCANA  558    350    393  24 

1426  Main  St,  Columbia,  SC  29201/803-748-3000 

63  SCECORP  119      46     98  24 

2244  Walnut  Grove,  Rosemead,  CA  91770/818-302-1212 

60  SCHERING-PLOUGH      269     127    352  12 

One  Giroldo  Forms,  Madison,  NJ  07940/201-822-7000 

49  SCHLUMBERGER  163     106    248  11 

277  Park  Ave,  Nev  York,  NY  10172/212-350-9400 

937  SCHULMAN  (A.'l  727     814    919  4 

3550  West  Market  St,  Akron,  OH  44313/216-666-3751 

939  SCIEHTIFIC-ATLAHTA     780     784    890  22 

One  Technology  Pkwy,  Atlonto,  GA  30348/404-441-4000 

191  SCOTT  PAPER  172     123    265  19 

One  Scott  Plozo,  Philadelphia,  PA  191  13/215-522-5000 

719  SCRIPPS  HOWARD        912     899    776  20 

1 100  Centrol  Tr  Twr,  Cincinnati,  OH  45202/513-977-3000 

366  SCRIPPS  (E.  W.)  525    535    539  20 

1409  Foulk  Rd,  Wilmington,  DE  19803/302-478-4141 

782  SEAGATE  TECHHOLOGY  491     948    671  18 

920  Disc  Drive,  Scotts  Valley,  CA  95066/408-438-6550 

939  SEALED  AIR  877    835    931  15 

Pork  80  Plaza  East,  Saddle  Brook,  NJ  07662/201-791-7600 

18  SEARS,  ROEBUCK  6      34      14  8 

Seors  Tower,  Chicago,  IL  60684/312-875-2500 

118  SECURITY  PACIFIC  87      70     13  3 

333  South  Hope  St,  Los  Angeles,  CA  90071/213-345-6211 

683  SEOUA  439     608    529  9 

200  Pork  Ave,  New  York,  NY  10166/212-986-5500 

550  SERVICE  CORP.  INTL.     743     741    602  21 

1929  Allen  Pkwy,  Houston,  TX  77019/713-522-5141 

703  SERVICE  MDSE.  257    510    513  8 

2968  Foster  Creighton,  Nashville,  TN  37204/615-251-6666 

692  SHAKLEE  719    825    855  6 

444  Morket  St,  San  Froncisco.  CA  941 1 1/415-954-3000 

884  SHARED  MEDICAL         859     802    918  18 

51  Volley  Stream  Pkwy,  Malvern,  PA  19355/215-296-6300 

933  SHAW  INDUSTRIES        549     711    817  15 

616  Eost  Walnut  Ave,  Dolton,  GA  30720/404-278-3812 

299  SHAWMUT  HATIONAL    284     211      51  3 

777  Main  St.  Harriord,  a  06115/203-728-2000 

317  SHEARSOH  LEHMAN        59     434      10  17 

Tower  C  World  FncI  Cir,  New  York,  NY  10285/212-298-2000 

458  SHERWIH-WILLIAMS     390    423    590  13 

101  Prospect  Ave  N  W  .  Cleveland,  OH  441 15/216-566-2000 

792  SIERRA  PACIFIC  RES.     835    669    592  24 

6100  Neil  Rd,  Reno,  NV  89511/702-689-3600 

457  SIGMA-ALDRICH  860    603    897  12 

3050  Spruce  St,  St  Louis,  MO  63103/314-771-5765 


Fidelity  Capital 
Appreciation 

Fund 
Stands  Out! 

★  Ranked  in  TOP  1%  of  all  funds  by  Lipper  ★ 


Capital  Appreciation  Fund 


Average  Annual  Total  Return 
as  of  12/31/88* 


ONE 
YEAR 


LIFE 
OF 
FUND 


33.52% 


S&P500  16.55% 


21.96% 


Fidelity  Capital  Appreciation 
Fund  aggressively  stri\'es  for 
long-term  growth  by  invest- 
ing primarily  in  common 
stocks  in  a  broad  range  of 
industries.  And  since  the 
fund  began  on  11/26/86,  it 
has  achieved  an  outstanding 
growth  record,  outperform- 
ing the  S&P  500  by  over  2 
times  for  the  same  period.  The  fund's  share  price  and 
return  will  vary,  and  you  may  have  a  gain  or  loss  when  you 
sell  your  shares.  It's  easy  to  start  with  only  $2,500  ($5(jo 
for  your  IRA). 


S&P 
500 


8.99% 


%  Return     10       20  30 


40% 


1-800-544-6666    24  hours 


Fidelity  Capital  Appreciation  Fund. 

For  a  tii'i'  Fact  Kil  w  ilh  nicii  e  CDMipk-lc  iiitdi  nialKiii  iiicluilin,!;  m.ina.m'iiieni  fti's  aiul  e\|H'iisL's, 
please  call  or  v\  rite  lor  a  tree  |ii  i)specliis  Read  il  carefully  before  you  invest  or  send  nione\,  Fidelil\ 
Distributors  Corporation  (General  f)istributioii  Aijent),  P.O.  Bo\  WiOdO.S,  Dallas,  TX  ^Si(i(i-0()(l,i 


Fidelity 


Inuestmenis 


Ir  TDD/l-800-5-L4-011f< 


CODE:  BW/CAF/041489 


*Thc  fund  is  ranked  #10  out  of  UdS  mutual  funds  for  the  1  year  period  ended  12/.-51/88  by  Lipper  Analy  ti- 
cal Services,  Inc..  a  mutual  fund  performance  monitor  Fund  total  returns  are  historical  and  include  change 
in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  its  2%  sales  charge  and  W 
redemption  fee.  Average  annual  total  returns  for  more  than  1  year  assume  a  steady  compounded  rate  of 
return  and  are  not  the  fund  s  year-by-year  results,  which  varied  over  the  periods  show  n.  Figures  for  the  S&P 
500  (a  registered  trademark  of  Standard  &  Poor  s  Corporation )  an  unnianaged  index  of  common  stock 
prices,  include  reinvestment  of  dividends. 
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IND. 
NO. 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES   PROmS  ASSETS  NO. 


569  SIGNET  BANKING         504     307    136  3 

7  North  Eighth  St,  Richmond.  VA  23219/804-747  2000 

71  SMITHKLINE  170     225    273  12 

16th  &  Race  Sts,  Philadelphia,  PA  19101 /21 5-751  4000 

871  SMUCKER  (J.  M.)  871     829    958  10 

Strawberry  Lane,  Orrville,  OH  44667/216-682  0015 

370  SNAP-ON  TOOLS  637     384    758  15 

2801  80th  St.  Kenosho,  Wl  5314 1 /4 14-656  5200 

616  SOCIETY  596     424    148  3 

800  Superior  Avenue,  Cleuelond,  OH  44114/216-689-3000 

430  SONAT  482    476    368  24 

1900  Filth  Ave  North.  Birmingham,  AL  35203/205-325-7410 

361  SONOCO  PRODUCTS      442     435    667  7 

One  North  Second  Si,  Horlsville,  SC  29550/803-383-7000 

710  SOTHEBY'S  HOIDINGS    872     567    878  21 

1334  York  Ave,  New  York.,  NY  1002 1 /212-606  7000 

846  S.  CAROLINA  NATL.       753     616    258  3 

1426  Mam  Si,  Columbio,  SC  29226/803-765-3000 

615  SOUTHEAST  BANKING    478     514     99  3 

One  Southeast  fncl  Clr,  Miami,  FL  33131/305-375-7500 


54  SOUTHERN 


109      38     68  24 


64  Perimeter  Center  East,  Atlanta,  GA  30346/404-393-0650 

974  SO.  INDIANA  G&E         896     726    748  24 

20  N  W  fourth  St,  Evansville,  IN  47741/812-424-641  1 

276  SO.  NEW  ENG.  TEL.       447     303    373  22 

227  Church  St.  New  Haven,  CT  06510/203-771-5200 

744  SOUTHTRUST  721     553    216  3 

420  North  20th  St.  Birmingham,  AL  35203/205-254-5000 

606  SOUTHWEST  AIRLINES    634     599    589  23 

8008  Aviation  PI.  Dollas.  TX  75235/214-902-1  100 

31  SOUTHWESTERN  BELL      88      30      77  22 

One  Bell  Center.  St  touts.  MO  63101 /314-235-9800 

477  SOUTHWESTERN  PS       657     409    519  24 

600  lyler.  Amorillo,  TX  79101/806-378-2121 

283  SOVRAN  FIHANCIAL      343     210      66  3 

One  Commercial  PI,  Norfolk .  VA  23510/804-441  4000 

721  SPIEGEL  479     601    599  8 

1515  West  22nd  St.  Oak  Brook,  IL  60522/312  986-7500 

655  SPRINGS  INDUSTRIES    409     623    621  15 

205  North  White  St,  Fort  Mill,  SC  29715/803-547-3650 

825  SPX  628     672    749  2 

100  lerrace  Plaza,  Muskegon,  Ml  49443/616  724  5000 

395  SQUARE  D  433     376    578  9 

1415  South  Roselle.  Polotine,  IL  60067/312  397  2600 

68  SQUIBB  307     115    372  12 

Route  206,  Princeton,  NJ  08540/609-921  4000 

755  ST.  JUDE  MEDICAL        972     769    977  12 

OneLillehei  Plaza,  St  Paul,  MM  551  17/612-483-2000 

263  ST.  PAUL  216     149    143  17 

385  Woshington  St.  St  Paul.  MK      '02/612-221-791  1 

777  STANDARD  REGISTER     699     729    841  18 

600  Albony  St.  Dayton.  OH  45408/51  :  H'i  1000 

797  STANHOME  795      a      922  6 

333  Western  Ave.  Westfield.  MA  01085/41  '  62-3631 


400  STAHLEY  WORKS  400     415    566  IS 

1000  Stanley  Or,  New  Britoin,  CT  06053/203-225  51  1  1 

516  STATE  STREET  BOSTON   619     447    174  3 

225  Franklin  St,  Boston,  MA  02101/617-654-3000 

517  STERLING  CHEMICALS    680    228    902  4 

333  Cloy  St,  Houston,  TX  77002/713-650-3700 

316  STONE  CONTAIHER        212     152    427  7 

150  North  Michigan  Ave,  Chicogo,  IL  60601/312-346-6600 

746  STONE  &  WEBSTER       889     702    796  21 

250  West  34ih  St,  New  York,  NY  10019/212-290-7500 

828  STORAGE  TECH.  629     677    718  18 

2270  South  88th  St,  Louisville,  CO  80028/303-673-5151 

776  STRATUS  COMPUTER     914    803    960  18 

55  Foirbcnks  Blvd,  Marlboro,  MA  01752/508-460-2000 

818  STRIDE  RITE  858     758    938  6 

5  Cambridge  Center,  Cambridge,  MA  02142/617  491  8800 

907  STRYKER  949     903    986  12 

420  Alcott  St.  Kalomozoo.  Ml  49001/616-381-3811 

164  STUDENT  LOAN  MKTG.   350     232      49  17 

1050  Jefferson  St  N  W  ,  Wash,  DC  20007/202-333-8000 

894  SUMMIT  BAHCORP.       887     722    350  3 

367  Springfield  Ave,  Summit,  NJ  07901/201-522-8400 

151  SUH  67     923    124  11 

100  Matsonlord  Rd,  Rodnor,  PA  19087/215-293-6000 

167  SUH  EXPLORATIOH       503    996    254  11 

5656  Blackwell,  Dallos,  TX  75231/214-890-6000 

423  SUN  MICROSYSTEMS      466     455    670  18 

2550  Garcia  Ave,  Mounloin  View,  CA  94043/415-960-1300 

494  SUNDSTRAND  465     978    538  1 

4949  Harrison  Ave,  Rocklord,  IL  61  125/815  226-6000 

213  SUNTRUST  BANKS        276     170      46  3 

25  Park  PI  N  E  ,  Atlonto,  GA  30303/404-588  7455 

322  SUPER  VALU  STORES       65     346    429  10 

11840  Valley  View,  Eden  Proirie.  MN  55344/612-828-4000 

983  SYMBOL  TECHS.  980     873    979  18 

116  Wilbur  PI,  Bohemia,  NY  1  1716/516-563-2400 

104  SYNTEX  495     163    554  12 

3401  Hillview  Ave,  Palo  Alto,  CA  94304/415-855-5050 

290  SYSCO  145     432    490  10 

1390  Enclave  Pkwy,  Houston,  TX  77077/713-584-1390 

946  SYSTEMATICS  940     894    988  18 

4001  Porhom  Rd,  Little  Rock,  AR  72212/501-223-5100 


650  3COM  899     804    948  18 

3165  Kiler  Rd,  Santa  Clara,  CA  95052/408-562  6400 

407  TAMBRANDS  746     470    833  6 

One  Marcus  Ave,  Lake  Success,  NY  1  1042/516  358-8300 

310  TAHDEM  COMPUTERS    472     421    580  18 

19333  Valico  Pkwy,  Cupertino,  CA  95014/408-285-0000 

145  TANDY  199     160    394  18 

1800  One  Tondy  Ctr,  Ft  Worth,  TX  76102/817-390-3700 


880  TCA  CABLE  TV  987     915    981  20 

3015  SSE  Loop  323,  Tyler,  TX  75701 /2 14-595  3701 

804  TCBV  EHTERPRISES       979     885    997  14 

425  West  Copitol  Ave,  Lmie  Rock,  AR  72201/501-688-8229 


415  TECOEHERGY  576     356  437 

702  North  Fronklin  St,  Tampa,  FL  33602/813-228-41  1  1 

585  TECUMSEH  PRODUCTS    555     534  690 

100  East  Patterson  St,  Tecumseh,  Ml  49286/517-423-84 

784  TEJOH  RAHCH  1000     935  1000 

4436  Lebec  Rd,  Lebec,  CA  93243/805-327-8481 


686  TEKTROHIX  471     953  657 

14150  S  W  Broun  Or,  Beoverton,  OR  97077/503-627-71  1  1 

682  TELECOM-USA  772     823    872  22 

61  Perimeter  Pork  N  E  ,  Atlonto,  GA  30341/404-458-4927 

986  TELECREDIT  955     938    991  17 

6171  W  Century,  Los  Angeles,  CA  90045/213  410  4600 

144  TELEDYHE  176     125    269  5 

1901  Ave  of  the  Slots,  Los  Angeles,  CA  90067/213-277-331  1 

996  TELEFLEX  888    851    940  15 

155  South  Limerick  Rd,  Limerick,  PA  19468/215-948-5100 

536  TELEPHONE  &  DATA       938     916    791  22 

79  West  Monroe  St,  Chicago,  IL  60603/312-630-1900 

406  TELERATE  820     449    801  17 

One  World  Trade  Center,  New  York,  NY  10048/212-938-5200 

116  TEIE-COMMUNS.  359     943    193  20 

4643  South  Ulster  St,  Denver,  CO  80237/303-721-5500 

384  TEMPLE-INLAHD  420     253    470  7 

303  South  Temple  Or,  Diboll.  TX  75941/409-829-5511 

59  TEHHECO  38     944      88  5 

1010  Milam,  Houston,  IX  77002/713-757-2131 

970  TERADYNE  803     945    848  9 

321  Harrison  Ave,  Boston,  MA  021  18/617-482-2700 

33  TEXACO  10       19      54  11 

2000  Westchester,  White  Plains,  NY  10650/914-253-4000 

806  TEXAS  AIR  85     999    180  23 

333  Cloy  St,  Houston,  TX  77002/713-658-9588 

214  TEXAS  EASTERN  234     284    278  24 

1221  McKmney  St,  Houston,  TX  77010/713-759-3131 

186  TEXAS  INSTRUMENTS     118     138    302  9 

13500  N  Central  Exy,  Dallas,  TX  75243/214-995-3333 

112  TEXAS  UTILITIES  190      59      95  24 

2001  Bryan  Tower,  Dallas,  TX  75201/214-812-4600 

250  TEXTRON  107     194    114  5 

40  Westminster  St,  Providence,  Rl  02903/401-421-2800 

955  THERMO  ELECTRON       785     879    831  21 

101  First  Ave,  Wolthom,  MA  02254/617-622-1000 

591  THOMAS  &BETTS         776     592    822  9 

1001  Frontier  Rd,  Bndgewoter,  NJ  08807/201  685  1600 

881  TIFFANY  908     840    968  8 

727  Fifth  Ave,  New  York,  NY  10022/212-755-8000 


66  TIME 


177     185    293  20 

l-Rockefeller  Ctr,  NY,  NY  10020/212-522-1212 


117  TIMES  MIRROR  238     158    354  20 

Times  Mirror  Square,  Los  Angeles,  CA  90053/213-237  3700 
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iKT 
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OTHER  RANKINGS 
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;I2  TIMKEN  453     559    535  15 

1835  Dueber  A»e  5  W  ,  Canton,  OH  44706/216-438-3000 

126  TJX  396     469    728  8 

One  Mercer  Rd,  Natlck.  MA  01760/508-651-6000 

)03  TOPPS  945    854    993  20 

254  36th  St,  Brooklyn,  NY  1  1232/718-768  8900 

t26  TORCHMARK  432     268    301  17 

2001  Third  Ave  South,  Birminghom,  AL  35233/205-325-2722 

110  TOYS  R' US  198     197    390  8 

461  From  Rd,  Poramus,  NJ  07652/201-262-7800 

129  TRANSAMERICA  98     150      53  17 

600  Montgomery  St,  Son  Francisco,  CA  941 1 1/415-983-4000 

163  TRANSCO  ENERGY         288     965    349  24 

2800  Post  Oak  Blvd,  Houston,  TX  77056/713-439-2000 


146  TRAVELERS  23     114  23 

One  Tower  Square,  Hartford,  CT  06183/203-277-01  1  1 


17 


187  TRIBUNE  331     243    385  20 

435  North  Michigan  Ave,  Chicago,  IL  60611/312-222-3232 

715  TRINITY  INDUSTRIES     645     834    756  15 

2525  Stemmons  Fwy,  Dollos,  TX  75207/214-631-4420 

515  TRINOVA  398     461    555  2 

1705  Indian  Wood  Cirje,  Maumee,  OH  43537/419-891-2200 

944  TRUSTCORP  747     937    234  3 

Three  Seagate.  Toledo,  OH  43603/419-259-8598 

218  TRW  112     199    299  5 

1900  Richmond  Rd,  Cleveland,  OH  44124/216-291  7000 

454  TUCSON  ELECTRIC         760     349    465  24 

220  West  Sixth  St,  Tucson,  AZ  85702/602-623-7711 

444  TURNER  BDCSTG.         649     986    494  20 

One  CNN  Center,  Atlanta,  GA  30348/404-827-1500 

368  TW  SERVICES  225     555    455  14 

605  Third  Avenue,  New  York.  NY  10158/212-972-4700 

372  TYCO  LABORATORIES     417     490    564  15 

Tyco  Park,  Exeter,  NH  03833/603-778-9700 

SI 3  TYSON  FOODS  383     482    688  10 

2210  West  Ooklown,  Springdale,  AR  72764/501  756-4000 


u 


468  U.  S.  BANCORP  484     364    104  3 

111  S  W  Fifth  Ave,  Portland,  OR  97204/503-275-61  1  1 

570  U.  S.  CELLULAR  999     949    992  22 

8410  West  Bryn  Mawr,  Chicago,  IL  60631  /312-399-8900 

977  U.  S.  HEALTHCARE         687     927    924  12 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215-628-4800 

561  U.S.  SHOE  338    926    605  8 

One  Eastwood  Dr,  Cincinnoti,  OH  45227/513-527-7000 

925  U.  S.  SURGICAL  907     860    927  12 

150  Glover  Ave,  Norwalk,  CT  06856/203-866-5050 

892  U.  S.  TRUST  867     794    374  3 

45  Wall  St,  New  York,  NY  10005/212-806-4500 

227  UAL  82       74    219  23 

1200  E.  Algonquin,  Elk  Grove  Vil,  IL  60007/312-952-4000 

601  UHIONBANK  658     584    101  3 

445  South  Figueroo  51,  Los  Angeles,  CA  90071/213-236-5000 

241UNI0HUMP  303     180    371  19 

1600  Valley  Rd,  Wayne,  NJ  07470/201-628-2000 

132  UHION  CARBIDE  90      61     171  4 

39  Old  Ridgebury  Rd,  Donbury,  CT  06817/203-794-2000 

239  UNION  ELECTRIC  375     182    240  24 

1901  Chouteau  St,  St  Louis,  MO  63103/314-621-3222 


Focus  on 
High-Yielding 
Stocks 

A  Conservative  Stock  Approach 


IMPRESSIVE  RESULTS! '  Fidelity  Equity-Income 

Fund  lias  followed  an 
income-managed  approach 
since  1966,  emphasizing 
dividend  paying  stocks  for 
income  and  the  potential  for 
long-term  grow  th. 

B\  in\esting  in  income- 
producing  stocks  Equity- 
Income  Fund  has  delivered 
impressive  long-term 
returns  ()\er  the  last  10  \ears,  as  the  chart  illustrates. 


$80,000^ 
S60.000- 
540,000- 
$20,000 

0- 


Value  on  12/31/88 
of  historical 
$10,000 
investments: 


$62,926 


$12,004 


$19,108 

r 


] 


1YEAR     5  YEAR    10  YEAR 


Average 

Annual  20.04% 
Return 


13.83%  20.19% 


Of  course  past  performance  is  no  guarantee  of  future  results 
and  the  fund's  share  price  and  return  will  fluctuate,  so  that  you 
may  receive  more  or  less  than  your  original  investment  when  you 
redeem. 

'  Ketums  include  chan;^c'  in  sliaiv  ])i"io',  reiii\i'stnient  of  di\  idciids  und  ca|iital  trains,  and  the 
c'tlects  of  the  2".,  sales  charge.  \\ei'aj;e  annual  returns  for  S  and  10  years  ( periods  of  gen- 
eralh  risini;  stock  prices)  assiniie  a  steady  compounded  rate  of  return  and  are  not  the 
Fund's  \ear-b\-\ear  results,  w  hich  \aried. 


1-800-544-6666  24  hours 


Fidelity  Equity-Income  Fund.  For  mofc  complete 

infoniiatioii.  iiickidiiig  niaiiagenK'iit  fees  and  expenses,  call  or  write  for  a 
free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity 
Distributors  (Corporation  (General  Distribution  Agent),  P.O.  Box  66{)603, 
Dallas,  TX  75266-()6()3. 


Fidelity 


Investments  ® 


CODE:  BW/EQU/041489 
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53  UNIOM  PACIFIC  121      81    117  23 

Eighth  &  Ealon  Ave,  Bethlehem,  PA  18018/215-861-3200 


481  UN.  TEXAS  PETROL.      544     398  511 

1330  Post  Oak  Blvd.  Houston,  TX  77056/713-623-6544 

126  UNISYS  69      64  130 

Township  Line  Rd.  Blue  Bell,  PA  19422/215-542-401  1 

408  UNITED  ARTISTS  640     878  550 

2930  East  Third  Ave.  Denver,  CO  80206/303-321-4242 


734  UNITED  BRANDS  231     582  552 

250  East  Fifth  St,  Cincinnati.  OH  45202/513-784-8000 

348  UNITED  CABIE  TV         910    940  711 

4700  S  Syrocuse  Pkvuy,  Denver.  CO  80237/303-779-5999 

984  UN.  lUUMINATING       775    500    431  24 

40  Temple  Street.  NevK  Hoven,  CT  06506/203-787-7200 

758  UNITED  INVESTORS       911     699    767  17 

2001  Third  Ave  South,  Birminghom,  AL  35233/205-325-2722 

530  UN.  JERSEY  BANKS       577     381    137  3 

301  Carnegie  Center,  Princeton.  NJ  08543/609-987-3200 

967  UNITED  MISSOURI        882     763    335  3 

1010  Grand  Ave,  Konsas  City.  MO  64106/816-556-7000 

936  UNITED  STATIONERS      621     845    867  21 

2200  Eost  Golf  Rd,  Des  Plomes,  IL  60016/312-699-5000 


82  UNITED  TECHNOLOGIES    26      66    112  1 

United  Technologies  BIdg,  Hartford,  G  06101/203-728-7000 

93  UNITED  TELECOMMS.     117     321     151  22 

2330  Shownee  Mission,  Westwood,  KS  66205/9)3-676-3000 

949  UNITED  TELEVISION      978    922    952  20 

8501  Wilshire  Blvd,  Beveriy  Hills.  CA  90211/213-854-0426 

687  UNIVERSAL  298     568    617  6 

1501  North  Hamilton  St.  Richmond,  VA  23230/804-359-931 1 

767  UNIVERSAL  FOODS        685    798    839  10 

433  East  Michigan  St,  Milwaukee,  Wl  53202/414-271-6755 

105  UNOCAL  77    852    157  11 

1201  West  Fifth  St,  Los  Angeles,  CA  90017/213-977-7600 

417  UNUM  346    347    183  17 

2211  Congress  St,  Portland,  ME  04122/207-770-221  1 

92  UPJOHN  290     146    366  12 

7000  Portoge  Rd,  Kalomozoo,  Ml  49001/616-323-4000 

40  US  WEST  76      27     67  22 

7800  Eost  Orchard  Rd.  Englewood,  CO  80111/303-793-6500 

339  US  WEST  NEWVECTOR    965    963    904  22 

3350  161st  Ave  S  E  ,  Bellevue,  WA  98008/206-747-4900 

338  USAIR  GROUP  135    285    251  23 

2345  Crystal  Pork  Four,  Ariington,  VA  22227/703-418-7000 


226  USF&G  142     172    115  17 

100  Light  St,  Baltimore,  MD  21202/301-547-3000 

661  USLIFECORP  507    550    318  17 

125  Moidcn  Lane,  New  York  NY  10038/212-709-6000 

220  UST  725    292    780  6 

100  West  Putnam  Ave,  Greenwich,  O  06830/203-661-1100 

50  USX  31      53     82  5 

600  Gram  St,  Pittsburgh,  PA  15219/412-433-1121 

935  UTILICORP  UNITED       701     706    660  24 

911  Main  St,  Konsas  City,  MO  64105/816-421-6600 


ivT 


363  VALHI  342    493    440  5 

5430  LBJ  Fwy,  Suite  1700,  Dallas,  TX  75240/2)4-386-4110 

787  VALLEY  RATIONAL        545    569    128  3 

24)  North  Central  Ave.  Phoenix,  AZ  85004/602-261-2900 

761  VAHGUARD  CEUULAR    996    964    978  22 

3101  North  Elm  St,  Greensboro,  NC  27406/919-282-3690 

772  VARIAH  ASSOCIATES     534    614    696  9 

611  Honscn  Way,  Palo  Alto,  CA  94303/415-493-4000 


e  knew  then,  after  the  music,  the  dancing,  and  the  long,  long,  conversations  over  B&B^^^L 
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000  VERMONT  AMERIUN    886    901    941  15 

100  East  Liberty  Si.  Louisville,  KY  40202/502-587-6851 

253  VF  312    277    504  6 

1047  North  Pork  Rd.  Wyomissing,  PA  19610/215-378-1151 

268  VIACOM  515    989    323  20 

1211  Ave  of  the  Americos,  NY,  NY  10036/212-575-5175 

593  VISTA  CHEMIUL  654    365    821  4 

15990  N  Barker  s,  Houston,  TX  77224/713-531-3200 

759  VONS  204    961    528  10 

10150  Lower  AzusG  Rd,  El  Monte,  CA  91731 /818-579-1400 

324  VULCAN  MATERIALS      568    329    676  13 

One  Metroplex  Or,  Birmingham,  AL  35209/205-877-3000 


w 


262  WALGREEN  160    336    525  12 

200  Wilmot  Rd,  Decrfield,  IL  60015/312-940-2500 

808  WALLACE  COMPUTER     838     766    903  18 

4600  West  Roosevelt  Rd,  Hillside,  IL  60162/312-449-8600 

15  WAL-MART  STORES        19      42    204  8 

702  5.W  Eighth,  Benionville,  AR  72716/501-273-4000 

382  WANG  LABORATORIES   258     634    388  18 

One  Industriol  Ave,  Lowell,  MA  01851/508-459-5000 

79  WARNER  COMMUNS.     189     117    314  14 

75  Rockefeller  Plozo,  New  York,  NY  10019/212-484-8000 

91  WARNER-LAMBERT      205     154    405  12 

201  Tabor  Rd,  Morris  Plains,  NJ  07950/201-540-2000 

842  WASHINGTON  GAS       694    671    686  24 

1 100  H  St  N.W.,  Washington,  DC  20080/703-750-4440 


208  WASHINGTON  POST      487     195    560  20 

1150  15th  Si  N  W..  Washington,  DC  20071/202  334-6000 

716  WASHIHGTON  WATER    761     527    570  24 

Eost  1411  Mission  Ave,  Spokone,  WA  99202/509-489-0500 

43  WASTE  MANAGEMENT    227     101    277  21 

3003  Butterfield  Rd,  Ook  Brook,  IL  60521/312-572-8800 

965  WATTS  INDUSTRIES      935    865    951  15 

815  Chestnut  St,  North  Andover,  MA  01845/508-688-1811 

963  WEINGARTEH  REALTY    989     868    879  13 

2600  Citodel  Plaza  Dr.  Houston,  TX  77292/713-866-6000 

402  WEIS  MARKETS  536    485    782  10 

1000  South  Second  St,  Sunbury,  PA  17801/717-286-4571 

711  WELLMAN  894     732    939  4 

1040  Brood  St,  Shrewsbury,  NJ  07702/201-388-0120 

157  WELLS  FARGO  164      87     26  3 

420  Montgomery  St,  Son  Froncisco,  CA  94163/415-477-1234 

723  WENDY'S  INTL.  564    817    731  14 

4288  W.  Dub-Gronv.  Rd,  Dublin,  OH  43017/614-764-3100 

341  WESTPOINT-PEPPERELL  328    501    432  15 

400  West  10th  St,  West  Point,  GA  31833/404-645-4000 

999  WESTERN  DIGITAL        595    649    779  18 

2445  McCobc  Way,  Irvine,  CA  92714/714-474-2033 

960  WESTERN  PUBLISHIHG  759     809    875  20 

444  Madison  Ave,  New  York,  NY  10022/212-688-4500 

51  WESTINGHOUSE  42      45     91  9 

11  Stonwix  St,  Pittsburgh,  PA  15222/412-244-2000 

308  WESTVACO  347     240    408  19 

299  Pork  Ave,  New  York,  NY  10171/212-688-5000 

742  WEHERAU  165     698    656  10 

8920  Persholl  Rd,  Hazelwood,  MO  63042/314-524-5000 


96  WEYERHAEUSER  66 

Toccma,  WA  98477/206-924-2345 


79    100  19 


448  WHEELABRATOR  TECH.  528    691    608  21 

55  Femcrott  Rd,  Donvers,  MA  01923/508-777-2207 

305  WHIRLPOOL  181     295    353  6 

2000  M-63,  Benton  Harbor,  Ml  49022/616-926-5000 

171  WHITMAH  222     274    320  5 

111  East  Wacker  Or,  Chicago,  IL  60601/312-565-3000 

920  WICKES  201     975    326  5 

3340  Oceon  Pork,  Santa  Monica,  CA  90405/213-452-0161 

450  WILLAMETTE  IHDS.       425    296    556  19 

3800  1st  Interstate  Twr,  Portland,  OR  97201/503-227-5581 

441  WILLIAMS  431     946    342  24 

One  Williams  Center,  Tulso,  OK  74172/918-588-2000 

883  WILLIAMS  (A.  L.)         844    437    785  17 

3100  Breckinridge  Blvd,  Duluth,  GA  30136/404-381-1674 

733  WILMIHGTON  TRUST     895    627    381  3 

Rodney  Square  North,  Wilmington,  DE  19890/302-651  1000 

318  WINH-DIXIE  STORES       78     352    526  10 

5050  Edgewood  Court,  Jacksonville,  FL  32205/904-783-5000 

333  WISCOHSIN  ENERGY      455     265    400  24 

231  West  Michigan  St,  Milwaukee,  Wl  53201/414-221-2345 

826  WISCONSIN  PS  736     604    662  24 

700  North  Adorns  St,  Green  Boy,  Wl  54301/414-433-1598 

573  WITCO  445    526    622  4 

520  Madison  Ave,  New  Yori!,  NY  10022/212-605-3800 

179  WOOLWORTH(F.W.)      96     187    325  8 

233  Broodwoy,  New  York,  NY  10279/212-553-2000 

554  WORTHIHGTON INDS.    599     578    813  16 

1205  Dearborn  Dr.  Columbus,  OH  43085/614-438-3210 


Some  nights  you 
don't  want  to  end. 

And  there  is  an 
art  to  moments  like 
these  called  the  art  of 
lingering. 

An  art  which 
achieves  its  finest  ex- 
pression with  great 
friends,  great  conver- 
sation and  the  greatest 
of  aU  liqueurs. 
B&B. 

An  exquisite  blend 
of  27  exotic  herbs  and 
spices  artfully  balanced 
with  the  finest  French 
cognac, 


would  be  virtually  impossible  for  him  to  live  without  her  for  more  than  two  consecutive  days. 


HERE'S  THE  ONIY  KIND  OF 
PAPERWORK  OUR  EXECUTIVE 
INFORMATION  SYSTEM 
WILL  GENERATE. 


iTiTiTiTil. 


lOOOOO 


AOOOOOOOOA 


WASIilMiidMH 


When  it  comes  to  keeping  managers  focused,  informed,  and  produc- 
tive, traditional  paper  reports  never  seem  to  make  the  grade.  Not  enough 
information  can  be  absorbed  fast  enough  to  influence  the  attainment 
of  results. 

That's  why  managers  at  over  140  major  corporations  turn  to  Pilot 
Executive  Information  Systems  (EIS)  to  track  progress  on  primary  corpo- 
rate goals  and  issues.  Our  EIS  systems  are  designed  to  accelerate  the 
flow  of  critical  information  to  top  managers,  providing  advantages  that 
paper-based  systems  just  can't  match.  These  include  high-speed  tracking 
of  key  financial,  marketing,  or  himian  resoui'ce  operations  with  auto- 
mated variance  analyses,  exception  reports,  and  text  supplements  plus 
industry  news,  competitive  intelligence,  and  other  external  data. 

Now,  it's  easier  than  ever  to  deliver  this  business  advantage  to  youi" 
top  managers,  thanks  to  Pilot's  new  EIS/G  Generation  Series.  EIS/G 
allows  companies  U)  customize  EIS  applications  faster  than  ever  before 
while  substantially  reducing  the  support  and  maintenance  costs. 

To  find  out  m()re  about  Pilot,  call  us  at  (617)  350-7035.  We'll  show 
you  how  ouj-  EIS  can  help  you  generate  the  only  kind  of  paperwork 
companies  can  never  have  too  much  of. 


EXECUTIVE  SOFTWARE 

40  Broad  Streel    BiiMnn,  MA  mm 


THE  NUMBER  TO  THE  LEFT  OF  THE  COMPANY'S 
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717  WPl  HOLDINGS  737     575    648  24 

222  W  Washington,  Modison,  Wl  53703/608-252-331  1 

378  WRIGLEY  (WM.)  JR.      623     463    844  10 

410  North  Michigan  Ave,  Chicago,  IL  6061 1  ;312-644-2121 


76  XEROX  34     130    119  18 

800  Long  Ridge  Rd,  Slomlord,  CT  06904/203-329-8700 


581  YEILOW  FREIGHT         379     546    651  23 

10990  Roe  Ave,  Overland  Park,  KS  66207/913-345-3000 


389  ZAYRE  397     612    485  8 

770  Cochiluale  Rd,  Framingham,  MA  01701 /508-390- 1000 

819  ZENITH  ELECTRONICS     300     925    558  18 

1000  Milwaukee  Ave,  Glenview,  IL  60025/312-391-7000 

924  ZENITH  NATL.  INS.        781     668    659  17 

21255  Califa  Si,  Woodland  Hills,  CA  91367/818-713-1000 
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Business  runs  better  with  bright 
workers.  And,  Iowa's  excellence  in 
eciucation  produces  America's  best 
educated  work  force  —  quality 
workers  with  the  knowledge  and 
knowhow  to  put  your  business  on 
the  fast  track  to  profit. 

In  Iowa,  your  business  gets  off  to 
a  running  start  through  the  nation's 
i    most  comprehensive,  customized  job 
training  program.  While  your  new 
employees  are  getting  up  to  speed, 
you  may  receive  up  to  30  percent 
reimbursement  \ov  their  wages 
anci  benefits. 

As  your  business  competes  for  the 
inside  track,  the  productivity  of  Iowa 
workers  quickly  puts  you  ahead  of  the 
competihon.  Running  at  48  hours  of 
value  for  every  40-hour  workweek, 
Iowa  workers  outdistance  the  national 
pace  by  20  percent,  putting  you  on 
the  fast  track  to  profit. 

For  more  information  and  free, 
confidential  site  selection  services, 
call  Bob  Henningsen  at  the  Iowa 
Department  of  Economic  Development 
1-800-543-4834.  In  Iowa,  call 
1-515-281-3000.  Or,  write  to  200 
East  Grand  Avenue,  Des  Moines, 
Iowa  30309. 


THE  TIME  IS  RIGHT 


It's  not  that  the  usual  benchmarks  are  invalid. 

It's  just  that  Audi  prefers  to  set  the  bar  a  bit  higher  To  satisfy  our  own 
stringent  standards.  To  pursue,  in 
other  words,  an  alternate  route. 

And  should  you  think  the 
difference  is  all  in  our  head,  consider 
our  body  It's  100%  galvanized  steel. 
Inside  and  outside. 

Unusual?  Let's  just  say  Audi 
is  the  first  and  only  car  maker  to  offer  a  fuU  line  of  fully  galvanized  sedans 
The  resuk?  An  Audi  resists  rust  as  resolutely  as  it  resists  convention. 

Even  more  remarkable,  our  engineers  employ  a  zinc  coating  that 
reduces  the  potential  corrosion  of  everyday  nicks  and  scrapes  via 


i)(  unlike  \oui  ,n\H        Audi's  irttkii iiMiCni        lUH  lU  IiuiIK  linil  iLst 


It  Setsihe  Standard 
By  Ignoring  It 


:athodic  effect."  Wliich  is  a  fancy  way  of  saying  it  actually  heals  itself. 

But  then,  a  body  Like  ours  deserves  no  less.  Because  the  Audi 
30/200  Series  is  the  latest  evolution  of  a  sedan  design  cited  as  "the  new 
yling  standard  for  cars  of  this  class"  (Motor  Trend). 

To  which  Road  &  Track  added  this  clarification:  'Audis  are  inno- 
ative  automobiles,  their  identity  based  not  on  a  familiar  griUe  shape, 
yling  theme  or  dizzying  performance  but  on  a  penchant  for  represent- 
ig  the  state  of  the  technical  art." 

And  since  every  Audi  comes  with  the  powerful  protection  of  the 


udi  Advantage  (your  dealer  will  proudly  share  the  impressive 
etails),  you'll  also  enjoy  an  unprecedented  standard  of  security. 


Which  is  the  only  standard  we  know.  "Jllg  AltgHlHtiE  RoUte 


HE  MAY  NOT  BE 
COVERED  PROPERLY. 


Suppose  this  statue  had  to  be  shipped  to  another 
location. 

What  would  happen  if  it  was  damaged  in  transit? 

Chances  are  the  insured  would  discover  the  statue 
was  missing  something  very  important.  Namely,  thou- 
sands of  dollars  in  coverage. 

Because  while  certain  policies  may  protect  your 
property  while  it's  on  your  premises,  after  it  leaves,  it 
could  be  stripped  of  virtually  all  protection. 

With  property  and  casualty  needs  becoming  in-^ 
creasingly  complex,  it's  not  surprising  that  businesses 
are  often  unaware  of  gaps  in  their  insurance  pro- 
grams. Last  year,  American  businesses  let  millions  of 
dollars  slip  through  those  gaps.  Which  is  why  at  CIGNA, 
we're  constantly  developing  ways  to  reduce  them. 

One  way  is  with  our  business  package  policy.  An 
exceptional  policy  we  invented  and  sell  more  of  than 
anyone  else.  It  enables  us  to  tailor  specific  coverages 


and  build  them  around  the  needs  of  your  business. 
Coverages  designed  to  close  gaps.  Like  our  transpor- 
tation coverage,  which  would  guarantee  payment  for 
a  loss,  even  when  the  shipper  of  the  statue  isn't  liable. 

Furthermore,  at  the  CIGNA  Companies,  we  offer  an 
array  of  business  insurance  products  rarely  available 
from  a  single  insurer  All  backed  by  strong  claims  serv- 
ice, experienced  loss  control  specialists  and  one  of 
the  most  advanced  computerized  risk-information 
systems  in  the  industry. 

Without  the  proper  coverage,  you  could  expose 
yourself  to  numerous  unnecessary  risks.  Call  your 
CIGNA  company  agent,  check  your  local  listings  or 
write  CIGNA  Companies,  Dept. 
R16, 1600  Arch  Street,  Phila.,  PA  ■ 
19103  and  learn  how  we  can  Wi 
help  fill  in  the  missing  pieces  m 
of  your  program.  H 
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Window  of  opportunity. 


About  three  years  ago.  to  preserve  a 
local  landmark.  Eastman  Kodak  ■ 
Company  bought  an  empty.  107-year- 
old  seminary,  just  a  stone's  throw 
from  their  largest  manufacturing  site 
in  Rochester.  New  York. 

Soon  afterward,  they 
decided  to  put  a  research  and  develop- 
ment unit  into  the  top  floor.  The  problem 
was.  there  was  no  effective  w^ay  to  get 
am  thing  bigger  than  a  seminar}-  student 
into  the  building.  No  loading  docks. 
No  elevators.  And  three-story  stairwells 
too  twisty  to  hike  any  furniture  up. 

So.  Kodak  called  on  John  Donohue 
of  Merkel-Donohue.  their  full-service 
Steelcase  dealer  in  Rochester,  with  70 
employees  and  25-years'  experience. 
Donohue  and  the  Kodak  people  put 
their  heads  together. 

"John,  its  going  to  be  a  challenge." 


i 


''Challenge? 
We're  going  to 
need  a  shoehorn!" 

The  best  approach,  they  decided,  was 
to  jury-rig  an  outside  elevator.  They 
took  out  a  third-story  bay  window.  Built 
a  scaffold.  And  rolled  a  giant  crane 
over  from  Kodak.  Steelcase  s  deliveries 
were  coordinated  so  that  as  furniture 
arrived,  it  was  unloaded,  hoisted  up  to 
the  scaffold,  and  moved  in  through 
the  window. 

Working  together,  Merkel-Donohue, 
Kodak,  and  Steelcase  managed  to 
deliver  three  huge  trailers  worth  of 
furniture  — Series  9000,  plus  chairs, 
files,  the  works.  Enough  for  40  offices  and 
several  conference  rooms.  In  one  day. 

One  long,  late-November  day. 

In  a  blizzard. 


Steelcase 

7 ht'  Ullicc  iin  iiniimcni  (  ntnpuny 


Formon-  informauon.  call  /-.SY/^;- ???-'/'/?'; 


Some  of  our  best  ideas  come  out  of  the  blue. 


IBM  has  spoken. 

And  what  they've  saic  ca^  oe  SoTTianzed  in  tnree  sinnple  but  highly  important  letters:  SAA  ^Systenns 
Application  Architecture  . 

SAA  IS  a  set  of  standoras  that  finally  allows  for  integration  of  computer  systems. 

And  OS  IBM  goes,  so  goes  MSA.  Therefore  we  are  proud  to  be  the  first  major  sofKvare  company 
committed  to  delivering  the  most  extensive  line  o^  SAA-compliant  software  in  the  industn/.  BrightView™ 
applications  software  already  complies  with  SAA's  most  c:: .  :;'":ed  compc^e-^*  Cc-^mon  User  Access. 

By  harnessing  the  power  of  cooperative  process  " ::  i  ::"tViewc  -  'f  gent  work  stations  to  be 
something  they  never  truly  were  oefore:  Intelligent.  It  does  tms  Dy  unleashing  tne  power  and  potential  within 
the  work  station,  freeing  you  from  dependence  on  valuable  mainframe  time,  and  dramatically  increasing  the 
efficiency  of  all  application  users. 

This  efficiency  is  further  heightened  by  BrightView's  CUA  comoiiance,  which  yields  a  friendly, 
consistent  look  and  feel  to  work  stations,  rv~- ,  •-  -  -  -  .  -  -  -  .  estment  in  personnel  and  hardware.  All  of  which 
makes  it  a  rather  brilliant  idea  to  call  Robe  "        r  - -  ,--239-2000.  — « — 

IBM  believes  SAA  is  the  future.  We  recommend  our  software  to  anyone  intending 

'C  spend  some  time  there.  sTSEs^sS 

"^'^e  So^.vce  Company 


GET  A  FREE  CAN 
OF  CONSORT. 
HAIRSPRAY 

And  li)ur  Current  Brand 
Will  Be  History. 

We're  sure  that  once  you  try  Consort  Hairspray, 
you'll  never  go  back  to  your  old  brand.  Why? 
Consort  leaves  your  hair  looking  and  feeling 
natural,  without  stickiness. 
And  Consort  gives  great  style 
and  long-lasting  hold  for  a  lot 
less  money.  That's  why  almost 
one  out  of  every  two  cans 
of  men's  hairspray  sold  is 
Consort.  So  join  the  smart 
men  who  use  Consort  and  get 
your  first  can  free! 


n 


SWITCH  TO  CONSORT!  FREE  TRAVEL  SIZE  OFFER 

It  you  already  use  a  Lumpeting  hairspray  brand,  you  tan  receive  a  tree  Consort 
Travel  Size  Aerosol  or  Pump  hairspray  and  a  $1.00  coupon  (good  towards  your 
first  tull  size  purchase  of  Consort)  by  followini;  the  instructions  below. 


n 


To  receive  your  free  Consort  Aerosol 
or  I\imp  hairspray,  please  mail  the 
following: 

1)  This  completed  certificate 

2)  The  proof-of-purchase  from  anv 
competing  men's  or  wt)men's  hair- 
spray brand . 

Proof-of-Purchase  Requirements: 
Please  submit  the  following  proof-of- 
purchase  trom  the  ctunpetini;  brands 
below. 


Dry  Look  Pump-"We've  Got 
Your  Style"  sticKer  from  cap. 

Dry  Look  Aerosol-"We've  Got 
Your  Style"  sticker  from  cap. 
Vitalis  Pump- Peel  off  UPC 
from  back  of  bottle. 
Final  Net -Tear  off  UPC  from 
bottom  of  box. 

All  Other  Brands-Trace  brand 
name  off  package  onto  a  piece 
of  paper. 


My  current  brand  is:  

The  UPC  Code  number  on  the  back  ot  the 
packaiie  is;  

^  ^  (must  he  provided! 

Please  send  me  a  Travel  Size:  (Check  one) 

CONSORT  CONSORT 
PUMP  AEROSOL 
01  Regular  11  03  Regular  I 

02  Kxtra  Hold  LI        04  K.xtra  Hold  Li 
05  Unscented  U 

Please  Print: 

Name  


Address- 


L 


3)  Send  To.  Consort  Switch  Offer 
P.O.  Box  B-1143 
Young  America,  MN 
35394-1143 


City/State  

Zip  Code  

NOTF.:  V..U  musi  be  a  user  ul  a  LompLtmvc  hjirsprjv  lirand 
to  paniLip.itc  in  this  malign  oftcr  Limit  unc  touptm  per 
person  per  jddress.  !*0.  boxes  honored,  but  vou  must  also 
provide  a  street  address.  Offer  not  available  lo  *.iubs  or 
orf;ani/ations.  This  eoupon  inay  not  be  rnLthanKally 
reproduced  lliis  certificate  cannot  be  redeemed  at  retail 
outlets  Offer  ^ood  only  in  the  USA.  Void  where  prohibited 
by  law.  Not  responsible  tt)r  lost  or  misdirected  submissions, 
Ibrmula  request  will  be  substituted  if  unavailable  Allow  8 
weeks  for  delivery.  Expiration  date  9/30/S'^  B-1 143 
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The  production  index  was  unchangecJ  for  the  week  ended  Apr  8,  On  a 
seasonally  adjusted  basis,  production  of  autos,  trucks,  electric  power,  lumber,  steel, 
paper,  and  cool  posted  increases.  Crude-oil  refining  declined,  ond  rail-freight  traffic 
and  poperboord  output  were  unchanged  for  the  week.  Before  calculation  of  the  four- 
week  moving  overage,  the  index  increased  to  177.7  from  175.4  in  the  previous  week 
when  Easter  closings  may  have  effected  some  production  data. 

BW  production  index  copyrigtil  1989  by  McGrov/.Hill  Inc. 
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The  leading  index  advanced  during  the  week  ended  Apr.  8.  Sharply  higher 
stock  prices,  lower  bond  yields,  and  taster  growth  rates  for  both  M2  and  real  estate 
loans  contributed  to  the  increase.  These  positive  economic  indicators  offset  o  smaller 
increase  in  materials  prices  and  a  hike  in  the  number  of  business  failures.  Prior  to 
calculation  of  the  four-week  moving  average,  the  index  rose  to  208.5  from  207.8  in 
the  previous  week. 

Leading  index  copyright  1989  by  Center  tor  Internotional  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

STEEL  (4/15)  thous.  of  net  tons 

2,053 

2,029  # 

3.6 

AUTOS  (4/1  5)  units 

160,652 

159,295r# 

1.3 

TRUCKS  (4/15)  units 

86,976 

90,761  r# 

0.3 

ELEQRIC  POWER  (4/ 1 5)  millions  of  kilowatt-hours 

50,653 

50,692  # 

6.2 

CRUDE-OIL  REFINING  (4/15)  thous.  of  bbl./doy 

13,040 

1 2,998  # 

-1.0 

COAL  (4/8)  thous.  of  net  tons 

18,791  # 

19,318 

6.4 

PAPERBOARD  (4/8)  thous.  of  tons 

758.5  # 

770.8r 

4.4 

PAPER  (4/8)  thous.  of  tons 

755.0  # 

756.0r 

1.3 

LUMBER  (4/8)  millions  of  ft. 

485.3  # 

482.6 

-8.8 

RAIL  FREIGHT  (4/8)  billions  of  ton-miles 

19.7# 

19.9 

6.5 

Sources:  American  Iron  &  Steel  Inst,,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
icon  Petroleum  Inst,,  Energy  Dept,,  American  Paper  Inst,,  WWPA',  SFPA-',  Association  of 
American  Railroads, 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/19) 

132 

133 

124 

GERMAN  MARK  (4/19) 

1.86 

1.89 

1.66 

BRITISH  POUND  (4/19) 

1.71 

1.69 

1.88 

FRENCH  FRANC  (4/19) 

6.30 

6.37 

5.64 

CANADIAN  DOLLAR  (4/19) 

1.19 

1.19 

1.23 

SWISS  FRANC  (4/19) 

1.64 

1.67 

1.37 

MEXICAN  PESO  (4/19)^ 

2,420 

2,406 

2,315 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES  A 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/19)  $/troyoz. 

383.900 

387.250 

-16.1 

STEEL  SCRAP  (4/1 8)  #  l  heavy,  $/ton 

1 16.50 

115.50 

-2.1 

FOODSTUFFS  (4/ 1 7)  index,  1 967  =  1 00 

226.1 

224.1 

4.1 

COPPER  (4/1 5)  v/lb. 

146.3 

135.7 

41.2 

ALUMINUM  (4/15)  c/lb. 

97.0 

93.5 

-12.5 

WHEAT  (4/ 15)  #2  hard,  $/bu. 

4.40 

4.38 

38.4 

COTTON  (4/15)  strict  low  middling  1-1/16  in.,  v/lb. 

61.68 

59.51 

2.5 

latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (4/ 14)  S&P500 

293.47 

296.08 

12.0 

CORPORATE  BOND  YIELD,  Aaa  (4/14) 

9.80% 

9.81  % 

2.0 

INDUSTRIAL  MATERIALS  PRICES  (4/14) 

105.6 

104.9 

6.9 

BUSINESS  FAILURES  (4/7) 

236 

228 

-18.9 

REAL  ESTATE  LOANS  (4/5)  billions 

$318.4 

$317.6r 

14.0 

MONEY  SUPPLY,  M2  (4/3)  billions 

$3,093.4 

$3,088.8r 

3.7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/1)  thous 

318 

317 

8.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun  & 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally odjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicogo  mkt.,  Conimodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (Mar.) 

122.3 

121.6 

5.0 

REAL  GROSS  WEEKLY  PAY  (Mar ) 

$165.95 

$166.09r 

-0.8 

HOUSING  STARTS  (Mar.)  annual  rate,  thous. 

1,397 

l,476r 

-8.6 

INDUSTRIAL  PRODUQION  (Mar.)  total  index 

141.0 

141.0r 

4.7 

Sources:  BLS,  Commerce  Dept.,  Federal  Reserve 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Chonge 
year  ago 

MONEY  SUPPLY,  Ml  (4/3) 

$781.1 

$787.2r 

2.1 

BANKS'  BUSINESS  LOANS  (4/5) 

313.3 

311.3r 

3.8 

FREE  RESERVES  (4/5) 

844r 

319r 

NM 

NONFINANCIAL  COMMERCIAL  PAPER  (4/5) 

1 12.3 

111.6 

30.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two  week  period  in  millions). 

free  reserves. 

which  are  ex 

pressed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Yeor 
ogo 

FEDERAL  FUNDS  (4/18) 

9.71  7o 

9.79% 

6.93% 

PRIME  (4/19) 

1 1.50 

11.50 

8.50 

COMMERCIAL  PAPER  3-MONTH  (4/19) 

9.73 

9.88 

6.88 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/19) 

9.80 

10.05 

6.97 

EURODOLLAR  3-MONTH  (4/12) 

10.14 

10.14 

6.99 

Sources;  Federal  Reserve  Board,  First  Boston 

#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipnnent. 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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The  Fortunate  300  Of 

The  Fortune  500* 
Stay  At  The  Un-Hotel. 


EMBASSY  SUITES 


OAKWOOD 


$80  H5 


These  fortunate  300  didn't  get  where 
they  are  today  by  making  bad  decisions. 
They  got  there  by  knowing  a  good 
value  when  they  see  it,  by  sticking  with 
a  proven  product,  and  by  making  hje 
easier  for  their  people  on  the  move. 

Oakwood  Living  makes  good 
sense  when  you  consider  that  for  nearly 
half  the  price  of  staying  in  a  hotel,  you 
can  live  in  a  spacious,  fully-furnished 
apartment  complete  with  kitchen,  and 


all  the  amenities  you'd  expect  to  find  at 
a  resort  hotel. 

Living  at  the  Un-Hotel  doesn't 
automatically  guarantee  acceptance 
into  the  Fortune  500 ,  but  it's  a  start. 
The  next  time  your  people  need  a  home 
away  from  home  for  30  days  or  longer, 
call  tire  Un-Hotel  at  (800)  421-6654. 
It  just  might  be  the  smartest  call  you'll 
ever  make. 


OAKWOOD 

LIVING 

The  Un-Hotel: 


Prices  quoted  are  average  costs  per  mght  for  30-day  stays  throughout  Oakwood  s  network  of  more  than  60  locations  nationwide 
including:  AJexandna,  VA;  Atlanta,  GA;  Austin,  TX;  Chicago,  IL;  Coronado,  CA;  Denver,  CO;  Garden  Grove,  CA;  Houston, 
TX;  Huntington  Beach,  CA;  Las  Vegas,  NV;  Long  Beach,  CA;  Los  Angeles,  CA;  Marina  Del  Rey,  CA;  Mountain  View,  CA; 
Newport  Beach,  CA;  Palmdale,  CA;  Pomona,  CA;  Raleigh,  NC;  San  Diego,  CA;  San  Francisco,  CA;  San  Jose,  CA;  Sherman 
Oaks,  CA;  Toluca  Lake,  CA;  Torrance,  CA;  Upland,  CA;  Van  Nuys,  CA;  Woodland  Hills,  CA 

FORTUNE  500  IS  A  REGISTERED  TRADEMARK  OF  THE  TIME  INC.  MAGAZINE  CO. 
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For  61  cents  a  day,  here's  what  GTEs  nep 


You'll  have  the  satisfaction  of  getting  more 
features— there  are  13  in  GTE's  CentraNet 
1000  package— at  less  cost  than  ever  before. 

You'll  have  an  advanced,  highly  efficient 
business  communications  system,  without  hav- 
ing switching  equipment  on  your  premises. 


Each  month,  you'll  be  able  to  check  how 
much  each  station's  phone  calls  cost  you. 


Thanks  to  individual  station  billing,  you'll 
be  able  to  ask  the  new  employee  about  all 
those  calls  to  New  York— at  your  expense. 

24  hours  a  day,  365  days  a  year,  GTE's  comp- 
uterized, self-diagnostic  systems  will  work 
to  keep  things  running  smoothly. 


If  something  should  go  wrong,  the  chances 
are  we  11  have  it  fixed  before  you  even  notice  it. 


You'll  be  able  to  tell  by  the  sound  of  the 
ring  whether  a  call  is  coming  from  across  the 
hall  or  across  the  country. 

You'll  have  a  business  phone  system  that 
can  grow  with  you:  GTE's  CentraNet  2000 
and  3000  packages  offer  even  more  sophisti- 
cated features. 


Your  communications  will  have  the  quality 
you'd  expect  from  GTE's  advanced  network. 


GTE's  CentraNet  service  means  that  you'll 
be  able  to  schedule  changes  months  in  ad- 
vance, or  as  soon  as  this  morning. 


If  the  lights  should  go  out,  your  telephone 
.service  will  stay  on. 


When  Burt  in  Bakersfield  won't  get  off  the 
phone,  that  important  call  from  Encino  will 
go  automatically  to  your  secretary 


Your  speed  dialing  feature  will  rememt 
the  eight  numbers  you  call  most  often. 


You  may  be  able  to  beat  someone  to  tl 
best  table  at  Mario's,  because  you  only  have] 
punch  in  two  numbers,  not  the  usual  seven. 


GTE's  CentraNet  service  will  turn  the  re 
ular  touchtone  phones  you  already  own  ir 
highly  sophisticated  business  tools. 

Your  small  branch  offices  will  be  able  I 
have  the  same  telephone  features  as  yo| 
big  home  office. 

You  may  be  able  to  breathe  new  life  inl 
your  aging  key  system,  without  having  to  bi[ 
yet  more  expensive  equipment. 

If  Deborah  needs  a  phone  that  has  mo\ 
features,  you'll  be  able  to  give  it  to  he 
without  having  to  give  the  same  features 
John,  Linda,  Michael  and  Melissa. 


You'll  be  able  to  add  lines  by  making  ju| 
one  phone  call  to  a  GTE  Account  Executive 


You'll  be  able  to  delete  lines  by  making  jul 
one  phone  call  to  a  GTE  Account  Executive! 


You'll  probably  pay  less  for  your  fire  ar 
theft  insurance,  since  you  won't  have  ar 
costly  switching  equipment  to  insure. 


You  may  be  able  to  catch  Doug  before  hL.\ 
leaves  for  lunch,  because  like  everyone,  he'Hui 
have  his  own  direct  line.  P 


If  you  land  a  big  contract,  CentraNet  caj 
offer  more  than  congratulations:  our  optioni 
features  range  from  8-party  conferencing  t 
automatic  call  distribution. 


I 


You'll  be  able  to  answer  the  phone  in  youi 
partner's  office  without  even  leaving  your  chair! 


ntraNef  can  do  for  your  business  phone. 


You'll  see  a  lot  less  of  your  phone  repairer, 
since  the  switching  equipment  is  monitored 
and  maintained  on  GTE  s  premises,  not  yours. 


You'll  probably  be  able  to  tear  up  that  oh- 
so-expensive  service  contract. 


You'll  have  an  extra  office  or  storeroom, 
instead  of  a  room  that's  packed  full  of  tele- 
communications equipment. 

You'll  be  able  to  impress  your  business 
associates  with  "Excuse  me,  I  have  another 
call  on  this  line."  (They'll  be  even  more 
impressed  if  they  happen  to  be  the  other  call. ) 

Your  company  can  expect  to  save  a  bundle 
in  trunk  charges.  There  aren't  any 


Your  switching  equipment  isn't  going  to 
need  air  conditioning  in  summer  (remember, 
you  don't  have  any  switching  equipment). 


Your  switching  equipment  isn't  going  to 
need  heating  in  winter  (ditto). 

CentraNet  can  save  a  business  with  160 
lines  $51,450  in  five  years,  compared  to  a  PBX 
system.  (Ask  your  GTE  Account  Executive  to 
explain  the  assumptions  behind  these  numbers. ) 


You'll  be  able  to  transfer  calls  without  need- 
ing a  master's  degree  in  telecommunications. 

/ou'll  have  the  most  advanced  business 
phone  system  of  1989.  And  1990,  1991,  1992 . . . 
the  point  is,  as  soon  as  we  get  new  technology, 
so  do  you. 

You'll  only  need  to  hit  four  numbers,  to  find 
out  what's  going  on  in  the  Sacramento  office. 

Thanks  to  direct  inward  dialing,  every  call 
doesn't  have  to  go  through  your  receptionist. 
So  there'll  be  more  time  to  help  your  cust- 
omers who  really  need  it. 


If  you're  an  accountant,  you'll  be  able  to 
cope  with  the  usual  overload  in  April,  without 
having  spare  capacity  in  September. 

Same  for  ski  operators  after  the  first  snow- 
fall, fireworks  manufacturers  on  the  Fourth, 
florists'  shops  on  Valentine's  Day 


You  can  change  your  mind  about  the  fea- 
tures you  need,  and  not  have  to  change  $20,000 
worth  of  equipment. 

Installation  won't  mean  weeks  of  hassle 
and  headaches.  If  the  wiring's  already  in 
place,  all  it  often  takes  is  a  phone  call. 


With  CentraNet's  station  hunting  feature, 
incoming  calls  can  be  automatically  routed  to 
ring  phones  that  aren't  busy. 


You  can  find  out  who  in  your  company  uses 
which  features,  when  and  how  often. 


You'll  be  able  to  invest  the  capital  you  don't 
spend  on  phone  equipment  on  something  else 
that  your  business  really  needs. 


You'll  be  able  to  brainstorm  with  Jack  (in 
Detroit)  and  Jacqueline  (in  Delaware)  simul- 
taneously, thanks  to  3-way  conferencing. 

When  you're  talking  to  Ed,  and  Bill  calls, 
you  can  answer  him,  buzz  Brian,  tell  Bill  what 
Brian  said,  then  get  back  to  Ed. 


You'll  sound  like  a  million  dollar  corpora- 
tion, even  if  you're  just  a  two-person  company. 


We  could  go  on,  but  it  might  be  better  to  call 
1  XOO-325-6844,  and  speak  to  a  GTE  Account 
Executive.  Just  say  you'd  like  their  two  cents' 
worth  on  what  CentraNet  can  do  for  you. 


THE  POWER  IS  ON 

6C-CA 


And  our  readers  are  leaders,  in  Europe,  Asia,  Latin  America. 
In  fact.  Business  Week  International  leads  all  other 
international  business  magazines  in  cost-efficiency  in  reaching 
senior  and  chief  executives  in  Europe  and  Asia. 
And  as  an  advertiser,  you  reach  them  when  and  where 

they're  thinking  business  and  talking  business. 
Business  Week  International.  The  world's  only  international 
newsweekly  of  business. 

■^INTERNATIONAL  B  «  a  ■ 

Busines^Afeek^iii 

The  world's  only  international  newsweekly  of  business. 

Frankfurt:  Percy  Fahrboch  (69)72-01-81   Hong  Kong:  Stephen  Morcopoto  (5)8682010   Lausanne:  irmgord  Fischer  (21)27-44-11 
London:  Keith  Mantle  (1)493-1451   Milan:  Roberto  Laureri  (2)89010103   New  York:  Hal  Berry  (212)  512-3867 
Paris:  Bruno  Hermann  (1)42-89-03-81   Stockholm:  Andrew  Karnig  (8)4400-05   Tokyo:  Paul  Ishii  (3)581-9811 

1987,  McGRAW-HlLL,  INC, 
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MANY  AN  AMERICAN  INDIVIDUAL 
WAS  PROUD  WHEN  THE  SIGN  ON  HIS  DOOR  READ 
CABINETMAKER  &  SONS,  INC. 


Today  80%,  or  6.4  million 
of  the  nation's  8  million 
businesses  are  family-owned. 
But,  all  share  a  common  need  for 
business  services  and  products 
such  as: 

•  banking,  insurance  and  financial 
planning 

•  computer  hardware  and  soft\yare 

•  leasing  seryices  and  products 

•  credit  cards  &  trayel  related  seryices 

•  facsimile  machines  and  copiers 

•  telecom-systems  and  products 

•  real  estate  seryices 


Recognizing  the  importance  of  this  American 
tradition  and  nuture  its  growth,  BUSINESS 
Week  will  present  in  an  upcoming  special 
adyertising  section  entitled: 


ii 


^2  aa^s'jsaa  mmiii 


Issue  Date-June  26,  1989 
Adyertising  Closing  Date-May  15,  1989 


For  additional  information  please  contac  t  your  BUSINESS  WEEK 
Ad  Representative  or  Sue  Swarzman  (212)  512-3019 


ill: 


/'I 
1 1. 1,  ■ 
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LET  BIG  AND  SMALL  COMPANIES 
BUILD  ON  THEIR  STRENGTHS 

*Bs  your  company  too  big?"  (Cover  Sto- 
Br\',  Mar.  27)  gave  an  excellent  ac- 
count of  the  big-vs.-small  debate.  In  fact, 
both  sides  are  right.  Large  companies 
have  the  resources  to  tackle  major  com- 
petitors in  markets  that  need  power  of 
scale  and  costly  infrastructure;  entrepre- 
neurial firms  will  always  be  nimbler  and 
more  innovative.  However,  since  the 
time  when  General  Motors  Corp.  was 
the  corporate  role  model,  we  have  expe- 
rienced two  major  forces  that  are  chang- 
ing the  rules.  First,  markets  are  becom- 
ing truly  global,  emphasizing  the  need 
for  size,  and  second,  technological 
change  is  accelerating,  which  pro\ides 
continual  opportunities  for  the  small, 
flexible  companies. 

Thus  the  poles  are  moving  farther 
apart.  The  problems  you  describe  will  be 
mitigated  in  the  U.  S.  by  a  gromh  in 
"partnering"  between  small  and  large 
entities,  lea\ing  the  small  companies  to 
do  what  they  are  best  at — creativity — 
and  having  the  goliaths  deploy  the  new 
products.  This  has  an  added  benefit.  It 
removes  many  of  the  risk  factors  that 
arise  in  startups  as  they  trv'  to  manage 
the  transition  from  small  to  big. 

Anthony  C.  Warren 
President 

Technologj-  Management  &  Funding 
New  Hope,  Pa. 


THROW  THE  BOOK 

AT  JIM  WRIGHT  

In  your  editorial  about  House  Speaker 
Jim  Wright  ("What's  wrong  with 
Wright,"  Editorials,  Mar.  27)  you  were 
far  too  kind.  His  record  is  that  of  a 
scoundrel  and  an  opportunist,  and  the 
fact  that  he  remains  in  power,  so  high  in 
the  hne  of  succession  to  the  Presidency, 
constitutes  a  national  embarrassment. 
Although  your  editorial  points  out  that 
his  t\-pe  of  wheeling  and  dealing  may 
not  be  strictly  illegal,  it  clearly  should 
be.  Moreover,  we  should  seriously  con- 
sider an  overhaul  of  the  system  of  en- 
trenched corruption  and  special  interests 
that  now  governs  Congress.  We  can  at 
least  start  with  Wright,  booting  him  out 


of  the  Speaker's  chair  and  sending  hin 
back  to  the  used-car  lot  where  his  kin( 
belongs. 

Drage  Vukce\icl 
Columbia,  Md 

FURTHER  TRAVELS 
DOWN  THE  MOMMY  TRACK 


I 


f  one  career  track  is  called  "Th( 
mommy  track"  (Cover  Ston,-,  Mar.  20) 
what  is  the  other  called?  I  would  call  i 
"the  eunuch  track,''  which  conveys  th< 
unidimensionality  that  some  employer 
demand:  a  work-driven  employee  with  n( 
other  life  qualities  taken  into  consider 
ation.  This  kind  of  employee  and  compa 
ny  have  a  ver\-  negative  impact  on  ouj 
societj'.  There  are  strong  correlates  wit! 
this  track  and  family  fragmentation 
alienation,  and  addiction. 

There  is  hope,  however.  As  we  clos( 
out  this  centurj"  more  women  than  mer 
will  be  entering  the  work  force.  Wome: 
will  not  give  up  the  many  roles  thej 
w'eave  and  integrate  into  their  lives.  Em 
ployers  will  either  work  with  women  oi 
react  to  their  demands.  Wiien  this  issuf 
is  settled,  men  and  women  will  come  oui 
winners,  and  so  will  emplovers. 

Dr.  Kelley  L.  Phillip; 

Washingtor 


ravo  for  your  article  on  the  mommj 
'track.  As  a  32-year-old  career  wom- 
an/mother with  two  girls,  ages  1  and  5, 
I  have  found  that  a  40-hour  work  weel 
doesn't  leave  enough  time  for  my  fam- 
ily. After  carefully  weighing  my  priori 
ties  and  work  options,  I  recently  left  my 
full-time  job  as  a  wTiter,/editor  to  worli 
part-time  from  home  for  the  same  com- 
pany. It's  the  best  of  both  worlds — more 
time  to  spend  on  outings  and  trips  to  the 
park  with  my  children,  balanced  by  stim 
ulating  work  in  a  challenging  profession. 

For  too  long,  working  mothers  have 
been  adhering  to  a  work  structure 
shaped  by  men.  Who  says  that  to  hav 
both  a  successful  career  and  a  fulfillin 
family  Hfe,  a  woman  has  to  work  4' 
hours  or  more  a  w-eek  in  a  corporation 
then  come  home  and  be  the  total  moth- 
er? I  would  like  to  see  the  corporate 
environment  change  during  the  next  de- 
cade so  that  women  or  men  can  take  a 
three-  to  five-year  "sabbatical"  to  spend 
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more  time  with  their  children  or  elect 
part-time  work,  without  jeopardizing 
their  career. 

Elizabeth  J.  Cezat 
Plymouth,  Mich. 

The  controversy  surrounding  the 
mommy  track  is  misleading  in  treat- 
ing part-time  work  as  solely  a  women's 
issue.  As  co-founder  of  an  employment 
service  that  specializes  in  the  placement 
of  middle-  and  upper-level  staff  in  part- 
time  situations,  every  day  I  see  the  true 
breadth  and  diversity  of  this  segment  of 
the  work  force. 

A  substantial  407'  of  our  candidate 
data  base  is  composed  of  men.  And  ca- 
reer/family conflict  is  only  one  of  many 
reasons  that  individuals  are  seeking  al- 
ternative work  options.  Other  factors 
cited  include  early  retirement,  graduate 
studies,  and  a  variety  of  other  pursuits. 

The  fact  that  the  issue  of  flexible 
schedules  transcends  any  special  inter- 
est group  will  be  the  real  driving  force 
in  gaining  corporate  acceptance.  Unless 
employers  find  a  way  to  provide  for 
part-time  work  without  permanently  de- 
railing career  paths,  the  pool  of  candi- 
dates eligible  for  upper  management 
will  be  greatly  reduced.  In  addition,  in 


today's  tight  employment  market,  com- 
panies that  fail  to  accommodate  fle.xible 
scheduling  will  be  at  a  disadvantage  in 
the  competition  for  executive  talent. 

Kim  L.  Sommer 
Vice-President 
Pickwick  Group  Inc. 
Wellesley  Hills,  Mass. 

WHERE  MITEL  STANDS 

IN  THE  PBX  MARKET  

*^%ealmakers  are  burning  up  the 
■^phone  lines"  (Special  Report,  Mar. 
13)  was  inaccurate  and  potentially  dam- 
aging. You  state:  "Buying  Mitel  Inc.,  the 
fifth-largest  supplier  of  PBXs,  hasn't 
helped  much,  either.  The  powerful  Sie- 
mens-RULM  combination  couldn't  have 
come  at  a  worse  time  for  Kanata  (Ont.)- 
based  Mitel,  which  is  losing  market 
share  and  money."  The  facts: 

■  In  1986,  British  Telecom  PLC  bought 
517'  of  Mitel  Corp.,  of  which  Mitel  Inc.— 
our  U.  S.  operation — is  a  subsidiary. 

■  Mitel's  U.  S.  market  share  as  of  Sep- 
tember, 1988,  was  10.47  (source:  Data- 
quest  Inc.) — hardly  a  reduction  com- 
pared with  9.97  in  1987. 

■  Our  market  share  in  Canada  increased 
from  247^  in  1987  to  287  in  1988  (source: 


NBI).  With  gains  also  in  Europe,  we  are 
hardly  losing  market  share. 

■  We  have  held  fourth  place  overall,  not 
fifth,  in  the  U.  S.  PBX  market  against 
much  bigger  competitors — AT&T.  Sie- 
mens, Northern  Telecom — since  the  ear- 
ly 1980s,  while  being  first  in  the  small-  0j^[ 
systems  segment  (below  100  lines)  for 
the  same  period. 

■  [In  the  third  quarter]  we  generated 
net  income  of  $14.7  million  (Canadian)  or 
sales  $10  million  higher  than  the  compa-|». 
rable  period  the  previous  year. 

The  markets,  as  your  report  rightly|K^ 
points  out,  are  extremely  competitive 
Although  our  profit  position  is  the  firsi  H 
such  positive  result  for  five  years,  the  ^' 
real  situation  as  delineated  above  is  rathfel 
er  different  from  the  one  you  describe. 

John  E.  Jarvis 
President  &  CECfrEi 
Mitel  Corp, 
Kanata,  Ont. 


Editor's  note:  Mitel's  reported  jyrq^^JI did  in 
for  its  third  quarter  and  the  nine  it  on  ei 
months  eyided  Dec.  31,  1988,  included  lemi  iff 
extraordinary  gains  and  tax-lost  !»ly  W 
carryforwards.  On  an  operating  basis, 
the  compa  ny  lost  money  for  both  peri 
ods.   The  Dataquest  data  cited  shou 
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at,  for  the  year  as  a  whole,  Mitel's 

S.  market  share  declined  in  1988  to 

)5?  from  9.9%  in  1987. 

Although  Dataquest  did  rank  the 

mpany  fourth  for  1988,  NBI/Datapro 

nked   it  fifth  for  both   1.988  and 

87. 


ONING  OUT 

IE  SITUATION  AT  WEIRTON 

rour  article  "Has  Weirton's  ESOP 
worked  too  well?"  (The  Corpora- 
n,  Jan.  23)  in  some  respects  provided  a 
od  insight  into  the  problems  now 
:ed  by  a  large  pioneer  ESOP.  There 
e,  however,  certain  gross  inaccuracies 
at  I  wish  to  correct. 
At  no  time  did  any  of  the  Weirton 
eel  Corp.  board  members  indicate  to 
3  disagreement  with  my  focus  on  es- 
Dlishing  an  employee-participation  pro- 
am  and  building  good  relations  with 
9  Independent  Steelworkers  Union  and 
members.  To  the  contrary,  the  board 
IS  supportive,  and  rightly  so. 
I  did  indeed  spend  a  portion  of  my 
ne  on  employee  communications  and 
tend  frequent  in-plant  meetings.  I 
mly  believe  that  a  communications 
ogram  cannot  be  successful  without 
e  personal  involvement  of  the  CEO.  We 
i  have  a  telephone  hot  line,  and  I  re- 


ceived and  read  transcripts  of  every  call 
as  well  as  the  responses.  It  was  a  hard- 
and-fast  rule  that  each  call  had  to  be 
responded  to  in  person  by  someone  who 
could  provide  the  answers. 

It  is  grossly  incorrect  to  say  that  de- 
sign work  on  new  projects  virtually 
ceased  because  of  the  loss  of  valuable 
talent  in  the  engineering  department.  To 
the  contrary,  design  work  as  well  as  oth- 
er engineering  work  continued  at  almost 
a  feverish  pace.  While  losing  valued  tal- 
ent and  good  friends  was  regrettable, 
much  of  the  talent  was  replaced. 

To  say  that  the  board  agreed  to  allow 
the  communications  program  to  continue 
only  after  Hill  &  Knowlton  Inc.  judged  it 
to  be  one  of  the  best  in  U.  S.  industry  is 
a  serious  distortion  of  the  facts.  Hill  & 
Knowlton  was  never  engaged  to  evalu- 
ate Weirton's  communications  program. 
Hill  &  Knowlton  did  speak  quite  favor- 
ably of  the  program  after  being  exposed 
to  it  by  another  consulting  firm  that  was 
engaged  by  Weirton  at  the  time.  While 
the  board  was  familiar  with  Weirton's 
communications  program,  it  never  en- 
gaged in  any  discussions  with  me  as  to 
whether  or  not  it  should  continue.  The 
program  was  a  creation  of  management, 
and  the  board  was  supportive  of  it,  as 
well  they  should  have  been. 

It  is  incorrect  to  imply  that  the  project 


to  update  the  hot-strip  mill  was  devel- 
oped subsequent  to  my  retirement.  The 
hot-mill  program  was  quite  far  advanced 
when  Mr.  [Herbert]  Elish  came  upon  the 
scene,  and  I'm  quite  sure  Mr.  Elish 
would  confirm  that.  Work  on  the  pro- 
gram had  been  under  way  for  nearly 
two  years  prior  to  my  retirement. 

Finally,  Phillip  H.  Smith's  implication 
that  the  company  lacked  focus  during 
my  tenure  is  quite  far  off  the  mark.  It 
would  be  a  rare  thing  indeed  for  a  com- 
pany lacking  focus  to  improve  its  labor- 
management  relations  many  times  over, 
improve  its  market  share  in  every  one  of 
its  major  product  lines  and  markets,  ac- 
quire hundreds  of  new  customers,  im- 
prove its  productivity,  embark  upon  the 
largest  capital-improvement  program  in 
its  history,  and  achieve  excellent  profit- 
ability when  the  steel  industry  was  still 
seeking  a  turnaround.  All  of  these 
things  were  achieved  by  Weirton  Steel  in 
good  measure  during  the  years  1984, 
1985,  1986,  and  1987. 

Robert  L.  Loughhead 
Annapolis,  Md. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  ttie  Ameri- 
cas. New  York,  N.  Y.  10020.  Fax:  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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CENTEL 

Wherever  life  takes  you,  Centel  keeps  you 
close  to  home.  Our  cellular  system  is  already 
second  in  number  of  markets  served  and 
growing  fast.  Hardly  surprising,  considering 
our  leadership  position  in  digital  switching  and 

fiber  optics,  expertise  our  people  at 
Centel  Cellular  share  with  their  colleagues  at  our 
telephone  operations.  All  of  which  helps  us 
bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

•Cellular  Communications- 
•  Telephone  •  Business  Systems  • 
•  Power  Distribution  • 


EveryN. 
GreatAccc 


Throughout  history  in  one  society  after 
another,  owning  a  home  lias  been  the  exclusive 
domain  of  the  rich  and  powerful. 

For  the  rest,  the  idea  was  only  a  vague 
abstraction,  an  elusive  droam. 

Until  America. 

Wliere.  for  tens  of  millions,  the  dream  of 
owning  a  home  became  a  reality. 

By  1986,  the  countiy  had  constructed  its 
100  millionth  home.  In  the  past  200  years, no 
other  nat  ion  comes  anywhero  close. 

But.of  courscall  this  didhtjust  happen 
overnight.  Rfty  short  years  ago,  less  than  half 
the  countiy  owned  a  home. 

llien  Americas  housing  indtistiy  with  the 
governments  help,  went  to  work  in  earnest. 

Today. were  among  the  best-housed 
people  in  histoiy  with  almost  two  out  of  throe 
families  living  in  homes  of  their  ov^i. 

For  our  part,  since  we  were  chartered 
in  1938,  we've  pumped  over  $400  billion  into 
malving  the  dream  possible  for  some  8  million 
families  from  all  wall\S  of  life. 

We've  worked  haul  to  help  keep  buying 
and  owning  a  home  affordable.  But  we'll  have 
to  work  even  hauler  to  meet  the  challenges  of 
the  90s.  And  we  will. 

After  ot)eningdoore  for  American  home 
buyers  for  over  50years,  we're  not  about  to 
let  them  close  now. 


FannieMae 


sMonumenteTblts 
nts.ThisIsOurs. 


THE  ITT  WARS:  A  CEO  SPEAKS  OUT  ON  TAKEOVERS 

By  Rand  V.  Araskog 

Henry  Holt  •  241pp  •  $19,95 


A  BESIEGED  CHAIRMAN 
REPORTS  FROM  THE  FRONT 


It's  a  drama  played  out  almost  as  of- 
ten as  Dallas.  A  raider  announces 
that  he  has  snapped  up  5%  of  a  huge 
company.  The  target  scrambles  to  set  up 
its  defense,  analysts  put  a  price  on  the 
victim's  head,  and  the  public  raves  or 
boos,  depending  on  who's  in  the  bad-guy 
role  this  week. 

As  takeover  fever  rages  on,  the  de- 
bate over  its  impact  on  the  U.  S.  econo- 
my is  growing  shriller  and  more  urgent. 
Raiders  and  investment  bankers  claim 
that  the  pressure  forces  managers  to 
whip  their  companies  into  shape.  Econo- 
mists fret  that  highly  leveraged  take- 
overs could  lead  to  massive  insolvencies 
in  the  next  economic  downturn,  with  dire 
consequences.  And  on  the  sidelines  sits 
the  government,  essentially  content  to 
let  the  situation  drift. 
Into  this  fractious  dialogue  comes 


Rand  V.  Araskog,  chairman  of  ITT  Corp. 
Araskog  brings  a  valuable  perspective: 
that  of  a  leader  under  attack.  In  1984 
and  1985,  two  sets  of  investors  took  aim 
at  the  conglomerate  built  by  Harold 
Geneen  and  managed  by  Araskog  since 
1979.  After  considerable  effort,  Araskog 
defused  both  threats,  first  from  Chicago 
financier  Jay  Pritzker  and  Denver  oil- 
man Philip  Anschutz,  then  from  raider 
Irwin  Jacobs.  But  the  fight  seems  to 
have  left  him  embittered. 

The  ITT  Wars  is  Araskog's  personal 
account  of  his  successful  struggle  to 
save  the  conglomerate's  independence. 
It's  also  perhaps  the  most  strident  at- 
tack to  date  on  the  raider  culture  from  a 
prominent  executive.  A  West  Point  grad- 
uate and  highly  moralistic  man  who 
grew  up  on  a  Minnesota  farm,  Araskog 
believes  most  raiders  are  motivated  by 


simple  greed.  And  he  thinks  greed 
terrible  thing. 

Supremely  greedy  is  certainly  hovJ 
Pritzker  and  Anschutz  look  through 
Araskog's  lens.  In  late  1983,  he  writes' 
the  two  tycoons  sent  a  representative  tc 
ITT  with  an  offer  to  take  the  companj 
private  in  a  leveraged  buyout.  The  plan 
ITT  would  buy  Pritzker's  Hyatt  Hotels 
Corp.  with  stock,  giving  Pritzker  a  big 
stake  in  ITT  at  a  fairly  low  cost.  Then  m 
would  be  sold  to  the  two  investors  foi 
perhaps  two-thirds  of  its  breakup  value 
Pritzker  and  Anschutz  stood  to  make  £ 
$3  billion  killing,  Araskog  figures.  Anc 
to  "lubricate  the  transaction,"  iTT's  se 
nior  management  would  get  a  107' 
stake,  with  Araskog  himself  clearing 
some  $30  million.  "I  perceived  [it]  to  be  £ 
gargantuan  bribe,"  writes  Araskog. 

He  rejected  the  offer.  But  Pritzkei 
and  Anschutz  started  buying  ITT  stock 
accumulating  more  after  ITT  cut  its  divi 
dend  by  64%  in  a  dramatic  attempt  tc 
save  cash.  The  two  kept  Araskog  undei 
pressure  all  through  1984.  But  when  it  ''■'•'j' 
became  clear  that  they  couldn't  force  i 
breakup  of  ITT,  and  no  other  serious  bid: 
emerged,  they  sold  their  stock.  Pritzkei  '^'■.'^^ 
still  insists,  though,  that  all  his  dealings  *' 
with  Araskog  were  friendly,  and  he 
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The  new  $995  HP  DeskJet  PLUS  Printer. 
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They  look  at  the  crisp, 
black  lettering.  The  clean, 
sharp  graphics.  What  else 
could  it  be  but  a  laser 
printer? 


The  HP  DeskJet  PLUS  per- 
sonal printer,  that's  what. 

We  call  it  a  personal 
printer  because  it  provides 


the  impressive  text  and 
graphics  you  want  to  look 
your  best.  It  does  it  with 
advanced  Inkjet  technol- 
ogy, which  is  whisper- quiet. 
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EO  ARASKOG:  REVEALING  INSIDE  DETAILS 


le  bribe  characterization  ridiculous. 
Arasitog  adds  a  bizarre  subplot  of  be- 
•ayal  to  his  takeover  saga.  He  intimates 
lat  itt's  long-serving  public  relations 
lief,  Edward  "Ned"  Gerrity,  headed  a 
ibal  that  sought  to  depose  the  chair- 


man and  perhaps  aid  Pritzker.  Araskog 
hints  that  Gerrity  sent  the  ITT  board 
anonymous  letters,  which  Gerrity  denied 
writing,  denouncing  Araskog's  policies. 
He  also  believes  Gerrity  gave  Pritzker's 
banker  the  names  of  ITT  shareholders 
who  had  complained  about  the  dividend 
cut.  Those  shareholders  received  letters 
asking  them  to  request  a  proxy  vote  call- 
ing for  ITT  to  be  liquidated.  As  corporate 
politics  go,  it's  juicy  stuff — and  may 
help  explain  Gerrity's  suspension  and 
eventual  resignation. 

Despite  such  fascinating  material, 
Araskog  often  fails  to  capture  the  per- 
sonal drama.  Too  often,  the  book  reads 
like  an  excerpt  from  his  daily  calendar. 
He  could  have  used  a  ghostwriter  to 
translate  his  business-speak.  And  his 
prescriptions  for  turning  the  tide  against 
raider  culture,  such  as  requiring  reports 
of  "toehold"  investments  of  1%  rather 
than  5%,  are  neither  new  nor  surprising. 

The  book's  strength  is  its  revelation  of 
inside  detail.  We  learn,  for  example,  that 
ITT  turned  to  Burroughs,  Sperry,  and 
Wang  as  possible  white  knights  in  1985. 
The  talks  went  nowhere,  and  not  much 
later  Burroughs  and  Sperry  announced 
their  own  merger  into  Unisys. 

Then,  in  a  sudden  about-face  in  1986, 
Araskog  moved  ITT  largely  out  of  tech- 
nology by  selling  a  majority  stake  in  its 


sprawling  European  telecommunications 
division  to  France's  Compagnie  Generale 
d'Electricite.  He  reveals  for  the  first 
time  that  a  sale  to  Canada's  Northern 
Telecom  Ltd.  was  seriously  discussed, 
too.  Telecommunications  had  been  the 
core  of  ITT  since  it  was  spun  off  from 
American  Telephone  &  Telegraph  Co.  in 
the  1920s,  and  the  CGE  deal  must  have 


With  raiders  in  hot  pursuit, 
Araskog  in  1985  turned 

to  Burroughs,  Sperry,  and 
Wang  as  white  knights 


been  a  wrenching  decision.  Yet  Araskog 
doesn't  really  explain  his  rationale. 

In  fact,  poor  writing  and  the  lack  of  a 
human  element  are  the  book's  major 
flaws.  At  one  point,  Araskog  admits  that 
he's  "no  lacocca  at  mesmerizing  people." 
But  if  you  want  to  know  what  the  take- 
over trenches  are  like,  The  ITT  Wars  is  a 
good  primer. 

BY  MARK  MAREMONT  £ 
London  Correspondent  Maremont  covered  o 
the  telecommunications  industry  for  BW  s 
from  1983  to  1986.  | 
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Craftsittanship  so  fine,  «  ; 
it's  warranted  to  the  21st  centur# 


rhere  is  a  lot  to  be  said  for  a 
watch  that  can 
ve  up  to  a  classic 
;al.  Or  in  our  case, 
fteen  classic  dials. 

Let  us  begin,  as  few  other 
iitchmakers  would,  with  the 
ick  of  the  watch.  The  back  of  a 
)irit'"  watch  has  the  same  mirror 
ight  finish  as  the  front  bezel  - 
e  result  of  a  patented  process, 

NOBUA  ^ 

.VARRANTEDTO  JANUARY  1, 2001 
0153M 

PATf?ICK  HlLLnAi*i 

iginated  by  NASA,  that  com- 
nes  the  durability  of  titanium 
th  the  warmth  of  gold. 

Detailing  on  a  Noblia*  watch 
lot  confined  to  the  dial.  Some- 
i  ing  as  insignificant  to  other 
tchmakers  as  a  winding  stem  is 
us  a  full,  coin-edged  cabochon 
)wn,  set  with  onyx. 

Nor  have  we  neglected  the 
rts  of  the  timepiece  that  don't 
sp  time.  Our  bands  are  fash- 


ioned only  from  genuine  lizard 
or  crocodile  or  peccary  (the 
finest  glove-grade  pigskin), 
and  even  the  narrowest  straps 
are  padded  and  finely 
stitched  for  comfort  f 
and  good  looks. 
(Bracelet  versions 
of  Spirit  watches 
are  joined  with  a 
jewelry  clasp  that  hai 
been  engraved  with  the  makers 
mark,  a  sign  of  nothing  but  pride.) 

This  painstaking  approach 
to  watchmaking  reflects  an  era 
when  craftsmanship  was  a  given; 
when  the  moon 
wasn't  a  desti- 
nation; and  when  time  was 
measured  by  the  slow  sweep  of  a 
second  hand  over  Roman  numer- 
als on  a  mother-of-pearl  dial. 

But  unlike  its  mechanical 
forebearers,  a  Spirit  watch  is  water- 


resistant  to  three  atmospheres 
(99  feet).  And  it  is 
equipped  with  a 


quartz  movement  jj^^  n 

is 

SO  accurate  it 


may  take  years 
before  the  loss  of 
even  a  few  seconds 
can  be  detected  by  its  owner. 

And  so  it  is  only  fitting 
that  a  timepiece  from  Noblia  be 
protected  by  the  most  remark- 
able warranty  of  our  time:  One 
that  lasts  until  the  year  2001.* 
Upon  registration,  Noblia  owners 
will  receive  a 


personalized  gold  ^ 
card  embossed  with  their  name 
and  warranty  number.  Classic 
timepieces  were  always  designed 
to  last;  it  is  time  they  were  con- 
structed that  way. 


NOBLIA 

SPIRIT 


Warranted  to  the  Year  2001. 
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conomic  Viewpoint 


DON'T  HAND  OUT 
PRIZES  FOR 
HISTORICAL 
AX-GRINDING 

BY  PAUL  CRAIG  ROBERTS 


These  days,  awards  for 
books  about  economics 
are  often  given  to 
writers  who  advance 
ideological  agendas 
and  disregard 
the  standards  of 
scholarship 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E.  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


Columbia  University's  business 
school  recently  awarded  its  George 
S.  Eccles  Prize  to  Harvard  econom- 
ics Professor  Benjamin  M.  Friedman  for 
his  book  Day  of  Reckoning:  The  Conse- 
quences of  A  merica  n  Economic  Policy 
Under  Reagan  and  After.  Friedman's 
thesis  is  that,  in  order  to  cut  taxes  for 
the  rich,  the  Reagan  Administration  was 
disingenuous  about  the  deficit  and  its 
economic  consequences. 

According  to  Friedman,  Reagan's  poli- 
cymakers were  either  foolish  in  believ- 
ing that  the  1981  tax  cut  would  pay  for 
itself  or  immoral  and  irresponsible — hid- 
ing deficits  in  a  phony  forecast  in  order 
to  mortgage  our  country's  future  and 
force  Americans  to  give  up  big  govern- 
ment. The  motives  Friedman  impugns, 
the  name-calling,  the  allegations  of  bro- 
ken faith,  failed  policy,  and  imperiled  fu- 
ture— all  are  based  on  his  unverified  as- 
sumption that  the  Reagan  Administr- 
ation did  not  forecast  the  revenue  loss 
from  the  tax  cut. 

'TWIN  DEFICITS.'  As  any  number  of  offi- 
cial government  documents  on  public 
record  reveal,  the  Reagan  Administra- 
tion's economic  and  budget  plans  were 
based  on  the  forecast  that  every  dollar 
of  tax  cut  would  cut  a  dollar  of  revenue. 
The  revenue  loss  was  both  anticipated 
and  revealed.  Yet  Random  House  pub- 
lished, and  Columbia  awarded,  a  book 
that  chose  to  attack  the  character  of  an 
Administration  rather  than  check  out 
the  facts. 

Friedman's  book  falls  down  in  other 
ways.  He  relies  on  the  "twin  deficits" 
theory,  which  says  the  tax  cut  caused  a 
budget  deficit  that,  in  turn,  caused  the 
U.  S.  trade  deficit,  putting  us  in  hock  to 
foreigners.  He  presents  this  as  an  iron 
law  of  economics  and  simply  ignores  the 
facts  that  Canada,  with  no  tax  cut,  has  a 
trade  surplus  despite  a  massive  budget 
deficit,  while  Britain,  with  a  major  tax 
cut,  has  a  large  budget  surplus  and  a 
record  trade  deficit. 

Much  of  Friedman's  tirade  is  based  on 
his  charge  that  the  Reagan  tax  cuts 
made  the  U.  S.  the  world's  largest  debt- 
or. As  studies  by  Rand  Corp.  and  others 
have  shown,  this  claim  is  based  on  mea- 
suring the  value  of  our  foreign  assets 
according  to  what  we  paid  for  them. 
That  is  like  a  person  computing  his  net 
worth  by  listing  the  value  of  his  home  at 
the  price  he  paid  for  it  5,  10,  or  20 
years  ago. 

Economists  are  supposed  to  studiously 
avoid  such  pitfalls  and,  indeed,  they  ex- 
pect their  graduate  students  to  rigorous- 
ly check  the  facts  and  alternative  expla- 
nations. If  Friedman's  book  had  been 
submitted  as  a  PhD  dissertation,  it 
would  have  been  rejected  for  failure  to 
meet  basic  scholarly  standards. 


Another  recent  prize  that  raises 
doubts  is  the  award  of  the  American 
Political  Science  Assn.'s  Terry  McWil 
liams  Prize  to  a  "history"  of  the  1986 
Tax  Reform  Act  by  Wall  Street  Journal 
reporters  Jeff^rey  Birnbaum  and  Alan 
Murray.  Titled  Showdown  at  Gucci 
Gulch,  the  book  presents  the  legislation 
as  a  victory  of  people-centered  Demo- 
crats over  rich,  venal,  business-oriented 
Republicans. 

The  central  challenge  of  tax  reform 
was  to  pay  for  lower  tax  rates  by  broad- 
ening the  tax  base  without  jacking  up 
taxes  on  investment  and  undercutting 
our  competitive  position  in  the  world 
economy.  This  was  a  complicated  and 
difficult  task — and  one  not  altogether 
successful— but  no  aspect  of  the  story 
can  be  found  in  Gucci  Gulch.  Instead, 
Birnbaum  and  Murray  provide  a  fiction 
al  account  of  class  warfare,  with  the 
white  hats  led  by  Democratic  Senator 
Bill  Bradley  (N.J.)  and  the  black  hats 
led  by  supply-side  agents  of  Corporate 
America. 

The  ideological  ax-grinding  of  this  his 
tory  is  apparent  from  the  adulatory  tone 
the  authors  take  toward  those  they  label 
heros  of  the  people  and  the  subtly  sneer- 
ing and  derogatory  characterizations 
they  employ  against  individuals  they 
have  placed  on  the  wrong  side  of  the 
class  war. 

While  Gucci  Gulch  reveals  practically 
nothing  about  the  substance  or  politics 
of  the  nation's  tax  reform,  it  does  make 
the  reader  wonder  about  the  politics  of 
the  authors  and  their  Random  House 
editors,  as  well  as  the  American  Political 
Science  Assn. 
LOST  LUSTER  REGAINED?  Academics  who 
are  dependent  on  the  public's  purse  risk 
their  own  future  when  they  cheapen 
scholastic  honors  by  elevating  slipshod 
exercises  in  hyperbole  to  prizehood 
Many,  including  well-known  liberal  pro- 
fessors, ah-eady  believe  that  since  the' 
1960s  universities  have  increasingly  sac- 
rificed scholarly  standards  to  political 
agendas.  Liberal  Professor  Allan 
Bloom's  expose  of  the  politicization  of 
academic  life.  The  Closing  of  the  Amer- 
ican Mind,  surprised  everyone  by  be- 
coming a  best-seller.  Former  Education 
Secretary  William  S.  Bennett  struck  an 
equally  strong  chord  with  the  public  by 
criticizing  the  ideological  intolerance 
that  seems  to  have  taken  root  in  so 
many  of  our  universities. 

Something  is  indeed  wrong  when  hun- 
dreds of  scholars  feel  they  must  create  a 
new  national  organization — the  National 
Association  of  Scholars — for  the  purpose 
of  reclaiming  the  universities  for  the  life 
of  the  mind  and  transmission  of  knowl- 
edge. If  they  succeed,  prizes  awarded  by 
universities  will  regain  their  lost  luster. 
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conomic  Trends 


BY  MICHAEL  J.  MANDEL 


JAPAN  IS  THE  BIGGEST 

U.S.  INVESTOR— 

BUT  EXACTLY  HOW  BIG? 


With  the  dollar  in  the  doldrums,  the 
U.  S.,  it  seems,  is  becoming  a  bar- 
gain basement  for  Japanese  companies. 
According  to  a  report  soon  to  be  re- 
leased by  the  U.  S.  Bureau  of  Economic 
Analysis  (BEA),  Japan's  direct  investment 
in  the  U.  S.  more  than  doubled  from  1987 
to  1988.  (Unlike  portfolio  investment,  a 
direct  investment  is  actually  controlled 
by  a  foreign  company.)  And  for  the  first 
time,  Japan  was  the  top  direct  investor. 
While  total  direct  investment  from 
abroad  barely  increased  last  year,  to 
$42.2  billion  from  $42  billion  in  1987,  Jap- 
anese companies  were  pouring  in  $15  bil- 
lion, beating  out  perennial  leaders  Brit- 
ain and  the  Netherlands. 

Samuel  M.  Rosenblatt,  president  of 
the  Association  for  Foreign  Investment 
in  America,  a  trade  group  of  U.  S.  and 
foreign  multinationals,  estimates  that 
Japan's  cumulative  direct  investment  to- 
tals more  than  $50  billion,  exceeded  only 
by  Britain's  $90  billion.  Just  five  years 
ago,  Japan  had  only  $11  billion  in  direct 
U.  S.  investments. 
The  BEA  figures  understate  the  true 


JAPAN:  NOW  THE  TOP 
FOREIGN  INVESTOR  IN  THE  U.S. 
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DATA:  BUREAU  OF  ECONOMIC  ANALYSIS 


amount  of  foreign  investment.  The  rea- 
son is  the  use  of  leverage  and  debt.  Take 
real  estate.  A.'^  Gregory  Fouch,  econo- 
mist at  the  BEA,  points  out,  if  the  U.  S. 
subsidiary  of  a  foreign  company  buys  a 
property,  and  the  purchase  price  is  fi- 
nanced by  a  mortgage  from  a  U.  S.  lend- 
er, then  as  far  as  the  BEA  is  concerned 
only  the  downpayment  counts  as  direct 
foreign  investment.  By  the  BEA's  prelim- 
inary assessment,  foreign  direct  invest- 
ment in  real  estate  last  year  totaled 


about  $2  billion — barely  enough  to  buy  a 
couple  of  Manhattan  skyscrapers.  But 
the  actual  size  of  the  purchase  is  much 
greater,  as  independent  estimates  seem 
to  bear  out.  The  accounting  firm  of  Ken- 
neth Leventhal  &  Co.  reports  in  a  recent 
study  that  the  Japanese  alone  bought 
$16.5  billion  in  real  estate  last  year. 

Likewise,  when  a  foreign  company  ac- 
quires a  U.  S.  corporation  using  debt, 
the  debt  part  of  the  deal  is  not  counted 
in  the  BEA  figures.  And  the  Japanese  are 
becoming  more  active  in  corporate  acqui- 
sitions. In  1987,  SLX  of  the  top  20  merg- 
ers and  acquisitions  were  made  by  for- 
eign companies — but  none  of  them  were 
Japanese.  In  1988,  foreigners  took  nine 
of  the  biggest  20  deals,  and  the  Japa- 
nese did  three  of  them,  with  a  market 
value  of  $6.8  billion.  And  like  real  estate, 
these  acquisitions,  too,  may  not  be  fully 
reflected  in  Japan's  alreaciy  soaring  di- 
rect investment  numbers. 


THE  HIGH  COST 
OF  NOT 

GOING  TO  COLLEGE 


Tuition  costs  have  risen  dramatically 
in  recent  years,  but  has  the  value  of 
going  to  college?  Yes,  if  you  measure  it 
relative  to  the  value  of  not  going  to  col- 
lege. Frank  S.  Levy,  an  economist  at  the 
University  of  Maryland,  notes  that  while 
the  real  wages  of  college  graduates 
were  rising  over  the  past  decade,  the 
real  wages  of  high  school  graduates 
were  falling.  The  result  has  been  a  rap- 
idly widening  gap  between  the  value  of 
a  high  school  and  college  degree.  In  1979 
the  average  male  college  graduate  aged 
25  to  84  earned  IS7'  more  than  a  high 
school  graduate  of  the  same  age.  By 
1986  the  advantage  had  jumped  to  43%, 
and  it  remains  at  about  that  level  today. 
The  earnings  gap  also  widened  for  wom- 
en, though  not  as  dramatically. 

The  growing  wage  gap  between  a  col- 
lege and  high  school  education  has  come 
as  a  surprise.  It  reverses  what  was  hap- 
pening in  the  1970s.  Between  1973  and 
1979,  the  oversupply  of  college  gradu- 
ates caused  them  to  lose  ground  com- 
pared with  high  school  grads.  But  then, 
says  Levy,  some  blue-collar  workers 
started  getting  squeezed  out  of  manu- 
facturing jobs  by  import  competition  and 
by  technological  change.  As  a  result, 
more  high  school  graduates  were  com- 
peting for  fewer  manufacturing  jobs. 
This  led  to  lower  wages  not  only  in  man- 
ufacturing but  also  in  the  service  sector, 
where  blue-collar  workers  were  forced 
to  seek  employment. 

Levy  notes  that  high  school  grads  are 
having  trouble  getting  jobs  in  manufac- 


turing for  another  reason.  Companies 
are  setting  more  sophisticated  require 
ments  for  blue-collar  jobs.  "If  firms 
start  giving  numeracy  and  literacy  tests 
for  blue-collar  jobs,"  says  Levy,  "ther 
simply  closing  the  trade  gap"  won't 
close  the  wage  gap. 


THE  EXPANSION 

IS  FINALLY  REACHING 

THE  INNER  CITY 
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ere's  evidence  that  if  a  rising  tide  v 
1  lasts  long  enough,  it  eventually  lifts 
all  boats.  The  unemployment  rat«  foi 
the  black  population  had  remained  stub- 
bornly high  despite  one  of  the  longest 
economic  expansions  in  the  postwar  era, 
But  recent  figures  from  the  Labor  Dept,  ici 
confirm  that  the  strong  economy  is  final-  irtssii 
ly  reaching  this  group.  Over  the  last  ^ 
year  the  number  of  jobs  held  by  blacks 
rose  by  3.4%,  much  faster  than  the  over- 
all increase  in  employment.  As  a  result, 
from  March,  1988,  to  March,  1989,  the  ' 
unemployment  rate  for  blacks  dropped 
from  12.5%  to  10.9%.  And  the  unemploy- 
ment rate  fell  even  among  black  teen- 
agers, a  group  that  usually  experiences 
trouble  in  the  labor  market.  Most  of 
these  new  jobs  are  low-paying.  And  with 
the  economy  apparently  slowing,  theselV 
gains  may  turn  out  to  be  the  high-water  ^ 
mark  for  black  employment. 


IF  YOU  WANT  TO  KNOW 

ABOUT  TRADE 

FLOW,  ASK  A  STEVEDORE 


With  the  growing  importance  of 
trade  in  the  fortunes  of  the  U.  S, 
economy,  a  favorite  game  of  economists^ 
is  forecasting  the  balance-of-payments 
deficit.  Most  forecasters  use  a  macroeco- 
nomic  model  of  the  economy  tx)  come  up 
with  their  number.  Not  Michael  P.  Nie- 
mira.  An  economist  at  Mitsubishi  Bank 
in  New  York,  Niemira  asks  the  people 
who  actually  handle  the  imports  and  ex- 
ports. He  surveys  about  30  of  the  big- 
gest seaports  and  air  cargo  companies 
each  month,  asking  how  much  export 
and  import  traffic  they  expect  over  the 
next  three  months.  Putting  together 
their  responses  gives  him  a  good  picture  ft; 
of  near-term  trade  trends.  His  latest 
forecast,  based  on  February's  survey, 
for  both  imports  and  exports  to  grow  ^ 
strongly  in  the  coming  months.  But  Nie- , 
mira  notes  that  since  import  volume 
starts  out  at  a  much  higher  level  than 
export  volume,  he  expects  the  trade  defi- 
cit to  widen  from  the  latest  monthly  fig- 
ure of  $10.5  billion.  "  B 
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FHE  HEAT  IS  OFF 

-BUT  IT  STILL  MAY  NOT  BE  COOL  ENOUGH 


PRICE  PRESSURES 
KEEP  BUILDING 
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rhe  soft  look  of  the  March  economic  data  has  been 
a  tonic  for  the  financial  markets.  Investors  in  both 
stocks  and  bonds  feel  cheerier  because  they  know 
cooler  economy  will  take  pressure  off  inflation — and 
iterest  rates. 

The  latest  numbers  seem  convincing  enough.  They 
low  that  industrial  production  has  lost  some  zing,  part- 
'  reflecting  slower  export  growth.  In  the  consumer 
jctor,  retail  sales  have  turned  sluggish.  Housing  is 
ackling  under  the  burden  of  rising  interest  rates:  Home 
arts  slumped  5.4%  in  March,  after  a  12%  drop  in  Febru- 
:-y,  to  an  annual  rate  of  1.4  million.  And  new  building 
srmits  plunged  to  their  lowest  rate  in  'oVi  years. 

Although  investors  seem 
pleased,  economists  are  grap- 
pling with  some  key  questions. 
Is  the  first-quarter  slowdown 
only  temporary?  The  Commerce 
Dept.'s  report  on  last  quarter's 
gross  national  product,  due  on 
Apr.  26,  is  likely  to  show  that 
the  slowdown  was  concentrated 
in  consumer  spending,  with  oth- 
er areas  of  the  economy  taking 
up  the  slack. 

Moreover,  the  consumer  slowdown  was  centered  in 
ito  sales.  Retail  sales  in  March  rose  a  scant  0.17c,  to 
o9.4  billion,  after  a  0.67o  drop  in  February,  and  sales 
•e  no  higher  than  they  were  last  November.  For  the 
larter,  sales  rose  at  only  a  2.1%  annual  rate,  down 
larply  from  the  fourth  quarter's  9.2%  pace. 
But  excluding  cars,  first-quarter  retail  sales  were  up 
4'/(,  not  much  below  their  6.8%  pace  in  the  fourth 
aarter.  With  income  growth  and  consumer  confidence 
ill  strong,  buying  this  quarter  is  likely  to  be  brisker. 


PRICES  ARE  A  tougher  question:  Will  slower  growth 
SPEEDING  alone  be  enough  to  brake  inflation's  fast- 
UP  ACROSS  er  pace?  Inflation  is  becoming  embedded 
THE  BOARD    j,^  |^}^g  economy.  In  the  past,  when  infla- 

1  )n  has  moved  to  a  higher  level,  it  has  taken  an  outright 

:  cession  to  stop  its  rise. 

\  The  steady  upward  pressure  on  prices  shows  up  at 
)th  the  producer  and  the  consumer  levels,  even  when 
:  od  and  energy  are  removed  (chart).  The  consumer 
'  'ice  index  rose  0.5%  in  March,  following  increases  of 
4%  in  February  and  0.6%  in  January. 
Food  and  energy  accounted  for  some  of  those  gains, 
\  it  the  acceleration  has  been  broad.  During  the  first 
i  larter  the  CPI  rose  at  a  6.1%  annual  rate.  But  even 


excluding  food  and  energy,  the  pace  was  still  5.2%. 

Most  of  the  acceleration  in  consumer  prices  has  been 
in  services.  During  the  past  six  months  prices  of  goods 
other  than  food  and  energy  rose  at  a  4.2%  annual  rate, 
but  prices  of  nonfood,  nonenergy  services  are  up  5.7%-. 
Particularly  sharp  increases  have  come  in  medical  care 
and  transportation  services. 

And  there's  still  plenty  of  upward  pressure  on  goods 
prices.  Producer  prices  of  finished  goods  were  up  0.4%  in 
March,  after  1%  jumps  in  both  January  and  February. 
Food  and  energy  fueled  much  of  the  rise  last  quarter, 
but  as  with  consumer  prices,  the  pressures  are  broad 
and  are  still  building  at  the  earlier  stages  of  processing. 

During  the  past  year  producer  prices  of  finished  con- 
sumer goods,  excluding  food  and  energy,  rose  by  5%. 
That's  much  faster  than  the  3.8%  increase  in  retail  prices 
of  goods  other  than  food  and  energy.  If  retailers  don't 
respond  by  raising  prices,  they'll  see  their  profit  margins 
shrink. 


FACTORIES 
CONTINUE 
THEIR 
BREATHER 


The  best  hope  for  reducing  inflationary 
pressure  is  a  significant,  long-lasting 
moderation  in  demand.  So  far  the  cooler 
pace  of  both  exports  and  consumer  spend- 
ing has  slowed  the  industrial  sector  a  bit,  loosening 
capacity  slightly.  But  operating  rates  will  have  to  keep 
sliding  to  relieve  pressure  on  prices. 

Production  at  the  nation's  factories,  mines,  and  utili- 
ties was  flat  in  both  February  and  March.  In  manufac- 
turing alone,  output  fell  0.1%  in  March,  wiping  out  Feb- 
ruary's 0.1%  gain.  That  reduced  capacity  utilization  rates 
a  notch  in  March,  to  84%,  from  84.2%  in  February.  Manu- 
facturing rates  dipped  to  84.4%  from  84.7%'. 

For  the  first  quarter  as  a 
whole,  though,  the  industrial 
sector  still  looked  healthy.  Fac- 
tory output  rose  a  strong  0.8%- 
in  January,  and  for  the  quarter 
it  grew  at  an  annual  rate  of 
4.6%  (chart).  That  was  the 
smallest  quarterly  gain  regis- 
tered in  two  years — before  the 
export  boom — but  it's  still  a  sol- 
id advance. 

Most  industries  contributed 
to  the  first-quarter  gain.  Consumer-goods  output  grew 
at  an  annual  rate  of  4.5%,  and  business-equipment  pro- 
duction jumped  at  a  9.7%-  pace.  Output  of  industrial 
materials,  however,  was  nearly  flat  last  quarter,  partly 
reflecting  the  falloff  in  export  growth.  In  addition,  oper- 
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ating  rates  in  some  primary  processing  industries  are  so 
high  now  that  it's  hard  to  boost  output. 

Manufacturing's  biggest  weak  spot  last  quarter  was 
the  auto  industry.  Seasonally  adjusted  car  production  fell 
at  an  annual  rate  of  W<  in  the  first  quarter,  causing 
scattered  secondary  impacts  in  steel,  plastics,  and  glass. 


IIOTS  OF  Despite  the  decline,  auto  makers  still  pro- 
CARSON  duced  more  cars  than  dealers  sold.  As  a 
DEALERS'  result,  inventories  on  car  lots  stood  at  a 
^"'^  77 -day  supply  at  the  end  of  March,  com- 

pared with  a  normal  60-  to  65-day  supply. 

New-car  sales  in  early  April  climbed  to  an  annual  rate 
of  7.6  million,  fueled  by  Detroit's  latest  round  of  financ- 
ing incentives.  But  that  might  not  be  enough  to  pare 
stocks  to  manageable  levels.  Auto  makers  are  planning 
to  produce  2  million  cars  this  quarter.  And  if  inventories 
stay  high,  third-quarter  schedules  could  be  slashed.  That 
would  further  weaken  overall  industrial  output. 

Except  in  autos,  inventories  don't  seem  to  be  exces- 
sive. Inventories  held  at  factories,  wholesalers,  and  re- 
tailers increased  by  just  0.5%,  to  $763.6  billion,  in  Febru- 
ary. And  the  ratio  of  stock  levels  to  sales,  although  up  a 
bit  in  February,  remains  low.  Naturally,  the  biggest 
inventory  gains  were  at  car  dealers,  but  other  businesses 
also  added  to  stockpiles  in  February. 

If  domestic  demand  continues  to  slow,  retail  inven- 
tories may  start  to  build  faster  than  desired.  That  would 
cut  into  factory  orders  and  help  reduce  inflationary  pres- 
sures on  capacity  at  a  time  when  gains  in  foreign  de- 
mand are  also  slowing  down. 

THE  EXPORT  In  February  exports  continued  to  show 
BOOM  IS  signs  that  foreign  demand  was  cooling 
BEGINNING  off.  They  rose  only  0.6%,  to  $28.9  billion. 
TO  WANE  Most  of  the  increase  was  from  automo- 
biles and  other  consumer  goods.  Capital  goods — the  lead- 
er of  the  1987-88  export  boom — increased  just  0.2%,  and 


exports  of  agricultural  products  fell  5.4%  for  the  month 
Over  the  past  12  months  exports  have  increased  bj 
18%.  That  may  not  seem  like  a  slowdown,  but  last  yeai 
exports  were  growing  at  a  rate  of  27%  to  36%.  Weakei 
growth  was  most  evident  in  exports  of  capital  goods  anc 
industrial  supplies— ^which,  when  combined,  account  foi 
three-fifths  of  all  exports. 

Imports  have  slowed  a  bit,  too.  That's  to  be  expected 
given  the  sluggish  pace  of  consumer  spending  last  quar- 
ter. But  import  growth  is  still  so  rapid  that  the  trade 
deficit  remains  intractably  wide.  In  February  imports 
increased  by  5.3%,  to  $39.4  billion — barely  below  Decern 
ber's  record  high — with  bigger  shipments  into  the  U.  S 
of  automobiles,  capital  goods,  and  consumer  products. 

As  a  result,  the  merchandise 
trade  gap  in  February  widened 
to  $10.5  billion,  from  $8.7  billion 
in  January.  Clearly,  improve- 
ment in  the  trade  balance  has 
stalled.  So  far  in  the  first  quar- 
ter, the  deficit  is  averaging 
$9.59  billion  per  month.  That's 
not  much  better  than  its  perfor- 
mance in  the  previous  three 
quarters  (chart). 
An  upward  thrust  in  U.  S.  in 
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flation  won't  help.  With  domestic  costs  rising,  exporters 
may  try  to  increase  prices  to  overseas  buyers.  The  stron- 
ger dollar  has  already  made  U.  S.  goods  less  price-com 
petitive  in  important  foreign  markets,  and  the  loss  in 
competitiveness  is  even  greater  after  adjusting  the  dol- 
lar's value  for  inflation.  That  means  export  growth  will 
continue  to  slow  down. 

And  if  consumer  spending  picks  up  again,  imports  will 
keep  rising.  The  result:  little  improvement — or  even  a 
worsening — in  this  year's  trade  deficit.  But  consumers 
will  continue  to  fuel  industry  and  keep  upward  pressure 
on  inflation. 


THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 
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Tuesday,  Apr.  25,  8:30  a.m. 
New  orders  for  durable  goods  probably 
rose  about  1.5%  in  March,  after  falling 
2.8?''  in  January  and  3.37'  in  February. 
Unfilled  orders,  however,  rose  strongly 
in  those  months,  and  the  expected  March 
increase  for  new  bookings  suggests  that 
hardgoods  manufacturers  will  boost  out- 
put in  the  second  quarter. 

EMPLOYMENT  COST  INDEX  

Tuesday,  Apr.  25,  10  a.m. 
Labor  costs  for  nonfarm  businesses 
probably  rose  1.57  in  the  first  quarter, 
up  about  57  from  the  first  quarter  of 
1988.  Benefits  and  wages  should  contrib- 
ute about  evenly  to  the  overall  increase. 


Fourth-quarter  employment  costs  grew 
17,  also  u])  .5'?'  from  a  year  earlier. 

GROSS  NATIONAL  PRODUCT  

Wednesday,  Apr.  26,  8:30  a.m. 
The  consensus  is  that  first-quarter  gnp 
increased  by  an  annual  rate  of  5.57. 
About  2.5  percentage  points  of  that 
comes  from  the  farm  sector's  recovery 
from  last  year's  drought.  In  the  non- 
farm  economy,  a  smaller  net-export  fig- 
ure and  increases  in  business  and  resi- 
dential investment  offset  slower 
consumer  spending.  Fourth-quarter  GNP 
grew  at  a  2.47  annual  rate.  Economists 
also  expect  that  inflation,  as  measured 
by  the  GNP  fixed-weight  price  index,  rose 
at  an  annual  rate  of  5.27,  compared  with 
a  fourth-quarter  pace  of  4.27 . 


PERSONAL  INCOME 


Thursday,  Apr.  27,  10  a.m. 
Personal  income  most  likely  rose  by 
0.77  in  March,  after  gaining  17  in  Feb- 
ruary. That's  suggested  by  increases  in 
weekly  earnings  and  nonfarm  jobs,  plus 
rising  interest  rates  that  will  boost  inter- 
est income. 

CONSUMER  SPENDING 


Thursday,  Apr.  27,  10  a.m. 
Consumers  probably  increased  their 
spending  by  a  modest  0.37"  in  March, 
following  a  0.57  rise  in  February.  A 
3.17  drop  in  total  car  sales  suggests  a 
similar  fall  in  spending  on  new  cars. 
That  will  offset  gains  in  spending  for 
nondurables  and  services. 
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A  Porsche  911  Carrera  can 
do  0  to  60  in  6.1  seconds.  But  not 
during  rush  hour 

The  AT&T  Worldwide  Intel- 
ligent Network  can  connect  most 
long  distance  calls  in  under 
6  seconds,  twenty-four  hours  a  day, 
365  days  a  year  AT&T  has  a  special 
signaling  system  that  actually 
scouts  ahead  for  clear  message 
paths  before  each  call  is  routed. 
Only  AT&T  gives  you  the  most  reli- 
able service  available,  and  a 
.service  guarantee. 

That  means,  no  matter  where 
you  call  from,  you're  assured  of 
AT&T's  low  prices,  uncompromising 
sound  quality  immediate  credit  for 
misdialed  calls,  efficient  operators, 
and  the  abilit}'  to  call  am'where 
in  the  world. 

When  you're  on  the  road,  you 
want  a  service  guarantee,  so  make 
sure  you  hear  "Thank  you  for  using 
AT&T"  Then  your  calls  won't  get 
stuck  in  traffic. 

We're  here  to  help.  For  assistance, 
call  1  800  222-0300. 
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WALL  STREET 
RUNS  SCARED 

THE  DREXEL  STUNNER  PRESAGES  MORE  LAYOFFS 


In  sunny  California,  La  Costa  Hotel  & 
Spa  is  synonymous  with  the  good 
life.  And  as  scores  of  Drexel  Burn- 
ham  Lambert  Inc.'s  superstar  brokers 
gathered  there  just  a  couple  of  weeks 
ago,  Drexel's  many  woes  back  in  the 
dank,  gray  alleys  of  lower  Manhattan 
couldn't  have  seemed  more  distant. 
There  was  food,  drink,  golf — even  herbal 
facials  for  the  ladies.  "We  all  had  a 
great  time,"  says  one  broker.  "Now  can 
you  believe  this?  We're  getting  sold 
down  the  river." 

On  Apr.  18,  Drexel  stunned  Wall 
Street  with  plans  to  sell  its  entire  retail 
network — the  very  origin  of  the  giant 
firm  and  the  legacy  of  founder  L  W. 
"Tubby"  Burnham  IL  The  startling 
news  didn't  stop  there:  Drexel  is  set  to 
curtail  several  businesses,  from  munici- 
pal bonds  to  foreign  stocks.  The  firm 
isn't  saying  how  many  heads  will  roll. 
But  insiders  think  as  many  as  4,000,  or 
40%,  may  be  wiped  off  the  payroll,  "It's 
like  ripping  out  a  lung,"  cried  one  em- 
ployee. Said  another  in  Drexel's  New- 
port Beach  (Calif.)  office;  "Everybody 
here  is  very  upset.  We  went  through  the 
investigation  with  all  its  negative  publici- 
ty, probably  lost  a  lot  of  clients,  and  this 
is  the  thanks  we  get." 

It  may  be  small  solace,  but  Drexel 
Chief  Executive  Frederick  H.  Joseph 


himself  may  not  yet  be  in  the  clear  of 
the  wide-ranging  investigation  into  al- 
leged wrongdoing.  On  Apr.  19,  Securi- 
ties &  Exchange  Commission  Chairman 
David  M.  Ruder  hinted  to  a  congressio- 
nal committee  that  Joseph  and  other 
Drexel  executives  may  face  securities- 
law  charges — despite  the  firm's  recent 
settlement  with  the  government. 
LUSH  LIFE.  Such  troubles  are  obviously 
unique  to  Drexel — a  fact  to  which  Jo- 
seph alluded  in  announcing  the  bad 
news.  But  he  might  have  added  that  bad 
news  is  on  the  way  to  virtually  every 
house  on  Wall  Street.  The  days  of  lush 
living  and  rich  rewards  are  over.  Trad- 
ing volume  is  down,  mega-fee  mega- 
mergers  are  off,  and  competition  is  as 
hot  as  ever.  Without  lucrative  new  prod- 
ucts, the  securities  industry's  profit  mar- 
gins figure  to  be  in  a  big  squeeze  for 
some  time.  And  while  more  than  17,000 
Wall  Streeters  lost  their  jobs  after  the 
crash  of  October,  1987,  plenty  more  will 
soon  be  pounding  the  pavements.  "Lis- 
ten," says  an  industry  executive,  "we're 
not  running  a  community  chest." 

The  signs  are  everywhere.  Salomon 
Brothers  Inc.  recently  pruned  its  equity 
operation  by  about  50  people.  On  Apr. 
19,  Shearson  Lehman  Hutton  Inc.  re- 
ported a  first-quarter  loss  of  $15  million. 
That's  down  from  a  $75  million  profit  in 


TAKING  A  BREATHER: 
REVENUES  ARE 
FLAT  FOR  THE 
THIRD  STRAIGHT  YEAR 


last  year's  first  three  months.  Five  day 
earlier,  Merrill  Lynch  &  Co.  posted  i 
507f  drop  in  first-quarter  profits.  Sayi 
Kenneth  R.  Leibler,  president  of  th( 
American  Stock  Exchange:  "I  see  addiai 
tional  layoffs  at  the  firms  after  the  first 
quarter  earnings  come  out." 

In  truth,  there's  plenty  of  room  fo:*. 
cutbacks.  Wall  Street  used  the  long  bul  ifc 
market,  which  lasted  from  August,  1982|iild 
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I  lie  crasli,  as  an  excuse  to  expand 
idly.  Many  firms — Drexel  and  Salo- 
>ti  are  but  two — tried  to  serve  every 
li  ket,  meet  every  need.  Up  went  over- 
all. Perrin  H.  Long  of  Lipper  Analyti- 

I  Securities  Corp.  notes  that  as  1989 
v\  ned,  Wall  Street  still  was  employing 
0,000  who  don't  directly  produce  reve- 
ts. Says  Long:  "Most  managements 
nil  I  let  go  5%  to  17'  of  their  employees 
tliout  any  major  negative  impact." 

If  Wall  Street  had  only  to  worry  about 
sts,  cuts  might  do  the  trick.  Trouble  is, 
venues  are  expected  to  run  fiat  for  the 
ird  straight  year.  Investors  are  still 
larting  from  the  crash.  That  has  cut 
mmission  income.  The  sharp  falloff'  in 
almaking  means  those  multimillion- 
llar  fees  are  hard  to  come  by  (charts). 
Even  as  such  sources  of  revenue  dry 
competition  is  intensifying:  Big  insti- 
tional  investors  have  pressured  bro- 
rs  to  cut  trading  commissions  to  as 
tie  as  3$  a  share,  from  about  8$  in  the 

II  market.  Even  the  fioor  brokers  and 
>ecialists  at  the  New  York  Stock  Ex- 
ange  are  complaining  that  the  major 
all  Street  firms  are  squeezing  them 
rder  than  ever.  Says  one:  "They're  in 


eft'ect  telling  us  to  accept  their  terms  or 
we're  history." 

What  every  house  on  the  Street  could 
dearly  use,  and  fast,  is  an  innovation — 
something  like  Drexel's  junk-bond  em- 
pire, or  what  Salomon  conjured  up  a  de- 
cade ago  by  bundling  home  mortgages 
into  liquid  securities.  Such  products  can 
be  sold,  for  a  while  anyway,  on  a  propri- 
etary basis — with  profit  margins  to 


i  hey  Ve  in 
effect  telling  us 
to  accept  their 
terms  or  we're 
history' 


match.  Possibly  there's  just  such  a  thing 
on  the  horizon.  Or  there  may  be  some 
other  unseen  healthy  trend,  like  the  ex- 
plosion in  institutional  trading  and  pro- 
fessional money  management  that  rock- 
eted Wall  Street  ahead  in  the  1960s. 

But  if  not,  Wall  Street  is  sure  to 
shrink  more.  Even  Drexel,  whose  rise  in 
the  1980s  wowed  the  industry,  is  beset 
by  competition  in  mergers  and  acquisi- 
tions financing.  For  instance,  on  Apr.  18, 
Hollywood  billionaire  Marvin  Davis  un- 
veiled financing  plans  for  his  hostile  bid 
for  NWA  Inc.  (page  30).  Who  would  help 
lead  financing  for  the  deal?  Donaldson 
Lufkin  &  Jenrette  Securities  Corp., 
which  hardly  would  have  been  up  to  the 
job  a  few  years  back. 
MAGIC  TRICK.  Given  the  competitive  cli- 
mate, Drexel's  move  to  concentrate  on 
its  core  businesses  of  investment  bank- 
ing, corporate  finance,  and  junk  bonds 
seems  sensible.  Since  the  mid-1980s  the 
junk-bond  operation  has  helped  to  pro- 
vide roughly  80%  of  its  bottom  line.  Junk 
bonds  are  plainly  a  winner  in  profitabili- 
ty, and  the  source  of  heavy  subsidies  for 
many  of  the  firm's  marginal  units. 

To  Drexel's  public  image,  of  course, 
junk  bonds  have  been  nothing  but  trou- 
ble. The  operation's  chief,  Michael  R. 
Milken,  has  been  indicted  on  98  counts 
of  securities-law  violations.  And  al- 
though Milken  pleaded  innocent,  Drexel 
cut  him  loose — ^just  one  part  of  the  deal 
the  firm  struck  to  settle  the  government 
charges  it  faced.  Still,  Drexel  needs  an 
infusion  of  respectability,  something  it 
hopes  to  regain  under  its  new  chairman, 
former  SEC  head  John  S.  R.  Shad.  And 
by  chopping  the  retail  unit,  Drexel  per- 
forms a  neat  bit  of  magic.  Explains  one 
top  Drexel  official:  "What  you're  seeing 
is  a  gravitation  from  the  visible  market- 
place, where  imagery  is  very  important 
to  the  professional  marketplace,  where 
performance  is  important." 

Who  will  pick  up  Drexel's  retail  out- 
fit? Perhaps  Merrill,  but  the  name  most 
mentioned  is  Smith  Barney,  Harris 
Upham  &  Co.,  part  of  Wall  Street  bot- 
tom-fisher Sanford  I.  Weill's  Primerica 
Corp.  He  may  be  able  to  get  the  retail 
network  fairly  cheaply. 

If  Weill  were  the  buyer,  that  would  be 
another  sign  that  the  malaise  is  likely  to 
deepen.  He  first  made  his  mark  in  the 
1970s,  a  listless  time  on  the  Street,  buy- 
ing up  distressed  firms  and  building 
what  ultimately  became  Shearson  Leh- 
man Hutton.  When  Weill  is  on  the 
prowl,  it  is  usually  safe  to  say  that  Wall 
Street  is  in  the  grip  of  its  own  bear 
market.  The  only  question  is  when  and 
where  it  will  end. 

By  Jon  Friedman  in  New  York,  mth 
Chris  Welles  in  New  York  and  Eric  Schine 
in  Los  Angeles 
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CAPITOL  HILL  I 


SPEAKER  WRIGHT:  HE  MUST  DIVERT  HIS  ENERGIES  FROM  LEADING  THE  CHARGE  TO  SAVING  HIS  OWN  SKIN 


III 


[OBiieji 
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SHREDDING 

THE  DEMOCRATS'  AGENDA 


The  ethics  charges  against  Jim  Wright  have  party  initiatives  on  hold 


emocrats  felt  downright  cocky 
when  an  exuberant  House  Speak- 
er Jim  Wright  (D-Tex.)  opened 
the  101st  Congress  on  Jan.  3  by  declar- 
ing: "This  is  going  to  be  a  very  busy  and 
productive  year." 

As  events  unfolded,  it  looked  as  if  the 
Democrats  had  reason  to  crow.  The  Sen- 
ate crushed  the  nomination  of  John  G. 
Tower  as  Defense  Secretary.  A  concilia- 
tory President  Bush  bowed  to  Democrat- 
ic demands  that  he  give  up  on  military 
aid  for  the  Nicaraguan  contmn.  And 
Democrats  moved  swiftly  to  put  the 
White  House  on  the  defensive  over  an 
increase  in  the  minimum  wage. 
NO  RELIEF.  But  suddenly,  Democrats' 
hopes  of  seizing  the  policy  agenda  have 
been  dashed.  The  man  they  counted  on 
to  lead  the  charge  now  must  devote  all 
of  his  efforts  to  saving  his  own  skin. 
Instead  of  pushing  ambitious  social  leg- 
islation, Wright's  colleagues  will  be  sit- 
ting in  judgment  on  the  Speaker's  eth- 
ics— and  perhaps  driving  him  from 
office.  So  far  the  Speaker  "is  losing  the 
war  of  percejjtions,"  says  Representa- 
tive Ed  Jenkins  (D-Ga.).  " 

There's  no  relief  in  sight.  The  House 
is  bracing  for  one  of  the  most  sensation- 
al misconduct  trials  in  its  history.  The 
ordeal  could  well  last  into  the  summer, 
and  the  testimony  about  Wright's  finan- 
cial dealings  won't  improve  the  public's 
already  dim  view  of  Congress.  Frets 


Representative  Timothy  J.  Penny  (D- 
Minn.):  "Even  if  Jim  Wright  is  proven 
innocent,  you  can't  go  through  weeks  of 
this  without  its  doing  damage." 

The  House  won't  be  totally  paralyzed. 
Such  issues  as  the  budget  (page  39),  the 
savings  and  loan  industry  rescue  plan, 
and  key  environmental  legislation  will 
continue  to  move.  But  gone  is  the  leader- 
ship moxie  to  push  through  such  contro- 
versial plans  as  parental  leave,  child 
care,  and  comprehensive  health  insur- 
ance. "Democrats  will  be  less  able  to 
pursue  their  agenda,"  says  Thomas 
Mann  of  the  Brookings  Institution.  "And 
if  partisan  tensions  are  high,  it  may  be 
harder  to  bring  the  parties  together  on 
any  issue." 

The  White  House,  wisely,  is  keeping 
clear  of  the  Wright  soap  opera.  Chief  of 
Staff  John  H.  Sununu  "has  cautioned 
the  staff  to  stay  away  from  it,"  says  a 
White  House  official.  Even  House  GOP 
partisans  are  content  to  remain  on  the 
sidelines.  "We  ought  to  shut  up,  step 
back,  and  see  what  the  Democrats  want 
to  do  with  their  Speaker,"  says  Repre- 
sentative Vin  Weber  (R-Minn.). 

Still,  a  few  GOP  hardliners  are  eager  to 
go  on  the  offensive.  House  Minority 
Whip  Newt  Gingrich  (R-Ga.)  and  Ed  Rol- 
lins, executive  director  of  the  National 
Republican  Congressional  Committee, 
think  that  making  Democratic  corrup- 
tion a  national  issue  will  drive  voters  to 


iiriputers 


the  Republican  ranks 
Political  consultant; 
from  both  parties  thinl 
the  GOP  will  have  a  han 
time  tarring  Democrat: 
with  Wright's  allege( 
misdeeds.  "I  don't  thin] 
Republicans  are  goini 
to  have  more  succes 
with  Jim  Wright  thai 
the  Democrats  had  witl 
[the  ethical  problems  o; 
Reagan  Administratioi 
officials]  Anne  Gorsuch  (WeK" 
Ed  Meese,  and  Mik<  iif 
Deaver,"  says  Republi 
can  media  strategis 
Don  Sipple. 

Already,  DemocratiJif 
lawmakers  are  trying  t(  hbW' 
put  the  best  face  or 
the  allegations  agains 
Wright.  Many  feel  loya 
to  their  Speaker,  but 
others  are  worried  that  the  standards 
used  by  the  ethics  panel  to  chargt  » 
Wright  could  ensnare  them  as  well 
They  may  use  the  controversy  to  pusl  arvif 
for  simpler,  clearer  guidelines.  "Maybe  emi 
one  of  the  good  things  to  come  out  oi  n 
this  will  be  new  ethics  rules,"  says 
House  Democratic  Caucus  Chairmar  irate 
William  H.  Gray  III  (D-Pa.).  aiivBci 
The  Speaker's  strategy  will  be  simple  {iftk 
He  plans  to  issue  daily  fact  sheets,  re- 
sponding in  detail  to  one  charge  at  afeiiolien 
time.  He's  also  considering  repayment  of 
$145,000  in  gains  that  the  ethics  panel 
has  questioned. 
RESONANCE.  Wright  will  win  sympathylys  llii 
from  lawmakers  on  the  charge  that  his  f,  Peak 
friend  and  benefactor,  Fort  Worth  devel-  ill!. 
oper  George  Mallick,  had  a  "direct  inter-  ir,; 
est"  in  legislation  while  providing  to  ir*  i 
Wright's  wife,  Betty,  with  a  Cadillac  Se-  eiii(jiisti 
ville  and  an  $18,000-a-year  salary,  as  tjvir 
well  as  a  rent-free  condominium  for  the  ead  wim 
Wrights.  Many  feel  that  the  committee  at  tlie» 
stretched  to  establish  a  special-interestjssnilll: 
tie  between  Mallick  and  Wright. 

But  the  most  troublesome  charge  majir 
be  that  the  Speaker's  practice  of  asking  fionipj; 
unions  and  trade  associations  to  buyaitimt 
copies  of  his  memoirs  amounted  to  a  e  jKsitji 
"scheme  to  evade"  limits  on  outside  in- 
come. "That  would  be  serious,"  saysjir 
Representative  Steny  H.  Hoyer  (D-Md.), 
Can  Wright  survive?  Although  he 
won't  leave  without  a  protracted  strug- 
gle, his  days  as  Speaker  may  be  num- 
bered. In  his  opening-day  speech,  WrightL 
observed  that  the  House  has  been  "the|:t,tiij 


■fit 


most  malleable  instrument  of  the  public 
will."  There  is  nothing  more  malleable|ii;.n, 
than  a  congressman  with  his  finger  aloft  isni 


to  the  political  winds. 


By  Douglas  Hurbrecht  and  Richard  Fly  i 


in  Washington 
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IF  IT  LOOKS  LIKE  A  SLUMP  AND 
[RAWLS  LIKE  A  SLUMP . . . 


leavy  discounts  as  signs  of  softness  in  U.S.  computer  demand  spread 


Is  the  computer  business  headed  for 
another  slump?  Makers  such  as  IBM 
and  Digital  Equipment  Corp.  say 
0 — that  their  March-quarter  earnings 
ill  short  of  expectations  because  of 
roblems  unique  to  themselves.  "World- 
ide  demand  across  our  product  line 
)ntinues  to  be  good,"  says  IBM  Chair- 
lan  John  F.  Akers.  IBM's  problem:  trou- 
le  making  certain  microchips,  which  de- 
lyed  shipments  of  top-of-the-line 
.ainframes. 

But  there  are  troubling  signs  of  soft- 
ling  demand  for  computers,  especially 

the  U.  S.  market,  where  sales  already 
ive  been  weak  for  a  year  now. 
he  Commerce  Dept.  reports  that 
!asonally  adjusted  new  orders  for 
)mputers  in  the  U.  S.  during  Feb- 
lary  fell  a  surprising  from 
le  month  before.  A  survey  by  Si- 
•ra  Group,  a  market  researcher 

Tempe,  Ariz.,  finds  407f  of  cor- 
)rate  data  processing  chiefs 
ady  to  cut  back  computer  spend- 
g  if  the  inflation  rate  goes  up. 
Perhaps  more  telling,  IBM  has 
!en  offering  heavy  discounts  and 
her  incentives.  "There're  only  a 
■w  straws  in  the  wind,  but 
ere's  definitely  a  slowdown," 
.ys  William  Easterbrook,  a  Kid- 
!r,  Peabody  &  Co.  computer  ana- 
st.  The  experience  of  1985,  when 
mputer  makers  walked  chin-up 
to  the  most  severe  downturn  in 
e  industry's  history,  is  still  fresh 

many  minds. 
tEAD  WIND.'  It's  widely  agreed 
at  the  worldwide  computer  busi- 
!ss  will  be  lucky  to  see  total  rev- 
lues  grow  this  year  by  87^  or  9%, 
iwn  from  12.57  in  1988.  Not  only  will 
e  comparison  be  to  a  stronger  previous 
!ar,  but  there's  also  a  good  chance  that 
e  positive  efi'ect  of  currently  strong 
reign  sales  will  weaken.  Sanford  C. 
jrnstein  &  Co.  analyst  Don  Young  esti- 
ates  that  the  dollar  will  have  a  37f-to- 
0  negative  efi'ect  on  U.  S.  companies  in 
e  first  half  of  1989,  compared  with  its 
5-to-107  boost  a  year  ago.  What  was 
ice  a  "tail  wind,"  he  observes,  is  turn- 
g  into  a  "head  wind." 
Meanwhile,  soft  European  sales  for 
indem  Computers  Inc.  lately  have 
lised  fears  that  overseas  markets  may 

ready  to  slow  down,  too.  Most  of  the 
owth  that  companies  such  as  IBM,  DEC, 
id  NCR  have  been  able  to  gain  lately 


has  been  from  those  markets.  IBM,  for 
one,  gets  almost  587  of  its  revenues 
overseas,  and  a  157  growth  there  in  dol- 
lar terms  last  year  offset  a  17  U.  S. 
decline  to  give  it  overall  growth  of  87. 

But  why  the  prolonged  weakness  in 
U.  S.  demand?  Some  of  it  is  due  to  trou- 
bled customers.  Wall  Street,  for  in- 
stance, has  slowed  its  expansion  of 
many  IBM  mainframe  systems,  insiders 
say.  More  damaging  is  a  convergence  of 
technical  factors,  such  as  the  accelerat- 
ing pace  of  technological  change.  Denser 
microchips  are  driving  down  prices  for 
desktop  computing  by  207^  or  257c.  As 


mini  leader  Digital  Equipment  last  Janu- 
ary to  make  a  big  push  against  Sun 
Microsystems  Inc.  and  other  workstation 
makers  with  its  own  product,  effectively 
priced  at  57  of  its  own  large  minis. 
SHRINKING  ORDERS.  Product  cycles  also 
have  hurt,  dec's  core  minicomputer  busi- 
ness, for  instance,  has  been  progressive- 
ly weakening,  as  customers  wait  for  a 
new  family  of  machines  later  this  year. 
In  contrast,  IBM  has  been  enjoying 
strong  sales  of  its  AS/400  minis,  which 
entered  the  market  less  than  a  year  ago. 

Mainframes  have  been  less  directly  af- 
fected by  the  shift  to  desktop  comput- 
ing. Most  mainframe  applications  can't 
easily  run  on  small  systems.  But  the  $57 
billion  large-systems  business  is  evident- 
ly slow  these  days.  To  spur  sales  of  its 
3090  processors  last  year,  for  instance, 
IBM  began  ofl^ering  customers  a  $50,000- 
per-unit  rebate  if  they  would  take  deliv- 
ery before  Dec.  1.  That  ofi'er  apparently 
worked,  helping  IBM  turn  a  relatively 
strong  1988  profit,  but  now  there  are 


Kidder  Peabody's  Easterbrook  points 
out,  however,  customers  can't  harness 
that  ever-cheaper  horsepower  because  of 
the  slower  progress  in  software  develop- 
ment. The  result:  Customers  can  easily 
find  themselves  equipped  with  more 
computer  than  they  can  use.  After  a  re- 
cent round  of  system  purchases  at  Bank- 
ers Trust  Co.,  "it  will  take  us  a  year  to 
18  months  to  absorb  our  excess  capaci- 
ty," says  Stanley  M.  Rose,  the  bank's 
vice-president  for  technical  architecture. 

Cheap  desktop  systems  are  cutting 
deepest  into  sales  of  minicomputers.  Da- 
taquest  Inc.  saw  U.  S.  sales  of  minicom- 
puters grow  only  9.77  last  year,  while 
desktop  systems  were  up  21.47f.  The 
shift  to  the  smaller  systems  prompted 


fewer  orders  to  be  filled  in  early  1989. 
Says  Tom  Martin,  president  of  computer 
leasing  firm  Computer  Financial  Inc.  in 
Hackensack,  N.J.:  "I've  never  seen  so 
few  [large-system]  shipments  from  IB.M 
in  a  single  quarter." 

IBM  still  has  a  great  opportunity  with 
the  3090,  for  its  customers  are  using  an 
estimated  $8  billion  worth  of  earlier  ma- 
chines that  could  be  replaced  by  3090s. 
The  challenge  is  to  exploit  that  potential 
profitably.  But  in  the  face  of  an  eventual 
recession  and  the  likelihood  of  shrunken 
capital-spending  budgets,  it's  a  challenge 
that  IBM  and  its  brethren  will  find  in- 
creasingly difficult  to  meet. 

By  John  W.  Verity  in  Neiv  York,  with 
bureau  reports 
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CORPORATE  PROFITS  I 


THE  QUEST  FOR  PROFITS 

IS  TAKING  SOME  SURPRISING  TURNS 


m 


As  shareholders  get  tougher,  companies  are  going  global — and  playing  roulette  with  debt 


Today's  shareholders  are  a 
demanding  lot.  To  keep 
them  happy,  many  compa- 
nies are  trolling  in  foreign 
waters  for  higher  profits. 
Others,  like  Marriott  Corp., 
are  buying  back  stock.  But 
as  you  11  see,  not  every  strat- 
egy that  looks  good  on  paper 
uvrks  out  in  real  life. 

THE  ACTION  IS  ABROAD 

uried  in  the  footnotes 
of  1988  annual  reports 
and  lost  in  the  flurry 
of  earnings  releases  is  a  star- 
tling trend:  Many  large  U.  S. 
companies  are  earning  more 
abroad  than  at  home. 

Coca-Cola  Co.  made  more 
money  on  soft  drinks  in  both 
Japan  and  Europe  than  it  did 
in  the  U.  S.  in  1988.  Goodyear 
Tire  &  Rubber  Co.  saw  its  do- 
mestic profits  plunge,  but  for- 
eign earnings,  primarily  in 
Latin  America,  propped  up 
overall  results.  General  Mo- 
tors Coi-p.  barely  broke  even 
at  home,  but  its  profits  in  Eu- 
rope helped  it  record  an  over- 
all increase. 

And  where  there's  gi'owth, 
investment  dollars  are  sure  to 
follow.  The  latest  Commerce 
Dept.  figures  show  that  after 
increasing  overseas  capital 
spending  by  24'-'^  in  1988.  U.  S. 
companies  will  spend  12.9^^ 
more  this  year.  In  contrast, 
stateside  investment  is  ex- 
pected to  increase  only  6.3-', 


on  the  heels  of  a  10. Tc  rise  in 
1988. 

This  spending  burst,  after  a 
long  period  of  dormancy,  is 
being  sparked  by  everything 
from  Europe's  planned  mar- 
ket integration  by  1992  to  the 
new  free  trade  agreement 
with  Canada.  Some  U.  S.  exec- 
utives acknowledge  that  their 
spending  plans  are  spurred  by 
the  assumption  that  U.  S.  eco- 
nomic growth  will  be  flat,  if 
not  in  recession.  Overall,  this 
activity  shapes  up  as  the  big- 
gest foreign  earnings  and  in- 
vestment push  since  the  late 
1960s. 

It's  mostly  bad  news  for 
the  U.  S.  trade  gap,  though. 
To  meet  foreign  demand, 
many  big  American  compa- 
nies are  building  new  plants 
abroad  rather  than  adding  ca- 
pacity at  home.  Even  though 
the  U.  S.  is  now  a  cheaper 
manufacturing  base  than  Ja- 
pan or  Germany,  companies 
are  concluding  that  they  must 
make  expensive  investments 
in  those  markets  to  guarantee 
sales. 

In  other  instances,  U.  S.  gi- 
ants are  taking  advantage  of 
tax  holidays  in  Ireland  or  re- 
I  search  incentives  in  Singapore 
to  make  products  that  are 
then  shipped  back  to  the 
U.  S.,  which  actually  widens 
the  trade  deficit. 

Pundits  and  politicians  may 
rail  at  multinationals  that 


FOLLOWING  THE  MONEY  OVERSEAS 


1988  non-U.S. 
operating  income 

Millions  of  dollars 

Inaeose 
from  1987 

Percent 

Non-U, S.  income 
OS  percentage 
of  1988  total 

COLGATE-PAUMOUVE 

$269.7 

25.4% 

68.0% 

GENERAL  MOTORS 

3,564.1 

83.9 

52.9 

GOODYEAR 

563.6 

22.8 

56.2 

GiUETTE 

412.1 

20.5 

64.1 

UNITED  TECHNOLOGIES 

614.8 

21.9 

49  7 
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build  plants  overseas  while 
shrinking  capacity  at  home, 
but  profits  speak  louder  than 
words.  Consider  Colgate- 
Palmolive  Co..  which  last  year 
derived  68^f  of  its  operating 
profit  from  abroad.  U.  S.  pop- 
ulation growth  and  per-capita 
spending  are  flat  compared 
with  Asia.  So  Colgate  is  build- 
ing a  toothpaste  factory  in  In- 
dia and  other  plants  in  Thai- 
land and  Malaysia,  where 
increasingly  affluent  consum- 
ers want  Palmolive  soap, 
shampoo,  and  dishwashing 
products.  ■'Profitabilit\-  is  low- 
er in  the  U.  S.,"  says  William 
S.  Shanahan,  Colgate's  chief 
operating  officer. 


Likewise,  PaineWebber  Inc 
estimates  that  Coke  earn: 
about  37c  for  even.-  gallon  o 
soda  it  sells  in  Japan  vs 
about  7c  in  the  U.  S.  H.  J 
Heinz  Co.  enjoys  profit  mar  ^ 
gins  of  up  to  207c  on  its  baby 
food  sales  in  Italy,  compare(  v 
with  d'ye  in  the  U.  S.,  accord  : 
ing  to  John  M.  McMillin,  ai 
analyst  at  Prudential-Bach( 
Securities  Inc. 

Whatever  the  impact  oij,- 
U.  S.    growth   and  trade 
there's  little  question  of  fu  r 
ture  direction.  "We  could  ar  i 
gue  whether  it's  good  oi  r 
bad,"  says  David  G.  HartmanJ: 
chief  international  economis' 
for  DRi/McGraw-Hill  in  Lex 
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A  SAMPLE  OF 
FIRST-QUARTER 
PROFITS  

The  nation's  top  three  long-cJis- 
tance  phone  companies  posted 
sizable  gains  in  first-quarter 
profits.  AT&T's  rose  21  °o  on 
flat  revenues,  while  archrival 
MCI  more  than  doubled  its 
profits  to  $135  million,  from 
$58  million  the  year  before,  on 
a  33%  jump  in  revenues. 
No.  3  U.S.  Sprint,  owned  joint- 
ly by  GTE  and  United  Tele- 
communications, turned  its  first 
profit  ever — $27.5  million  vs.  a 
loss  of  $124  million  in  last 
year's  quarter.  All  benefited 
from  strong  demand  for  data 
services  and  cost-cutting. 

Paper  companies  continued 
to  make  headlines.  The  stand- 
outs were  International  Paper, 
which  recorded  a  40%  profit 
jump,  and  Temple-Inland, 
which  fattened  margins  to 
1 1.8%  from  an  already  im- 
pressive 10.7%.  Time,  Temple- 
Inland's  former  owner,  took  a 
$15  million  hit  for  expenses  re- 
lated to  its  pending  merger 
with  Warner  Communications. 
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igton,  Mass.  "But  we  can't 
rgue  about  whether  it  will 
ontinue."  Clearly,  the  great 
lobal  push  of  the  1990s  has 
Iready  begun. 

By  William  J.  Holstein  in 
kif  York,  with  bureau  reports 

i  BUYBACK  BACKFIRES 

Shareholders  usually 
cheer  when  a  company 
buys  back  its  stock.  In 
leory,  a  smaller  amount  of 
tock  outstanding  produces 
igher  earnings  per  share  as 
'ell  as  a  loftier  stock  price, 
ut  Marriott  Corp.'s  latest 
uarterly  results  demonstrate 
lat,  like  so  many  Wall  Street 
ids,  this  juggling  act  isn't  as 
mple  as  it  seems.  Marriott's 
se  of  floating-rate  borrow- 
igs  to  finance  the  company's 
)  million-share  buyback  tar- 
ished  an  otherwise  bright 
jarter  when  interest  rates 
)iked. 

On  an  operating  basis,  Mar- 
ott  did  just  fine:  Business 
)omed  at  the  big  lodging, 
!Staurant,  and  food-service 
)mpany,  yielding  a  quarterly 
se  in  operating  income  of 
)%.  But  the  company  eked 


MARRIOTT'S  BIG  INTEREST  BILL 


A  MILLIONS  OF  DOIURS 


DATA:  MARRIOn  CORP. 


out  only  a  2%  increase  in  prof- 
its as  net  income  rose  to  $46 
million  on  sales  of  $1.8  billion. 
Its  net  profit  margins  actually 
shrank  from  2.87^  to  2.67'. 

Marriott's  operating  income 
took  a  major  hit  from  interest 
payments  on  the  company's 
$3.1  billion  in  outstanding 
debt — including  borrowings  to 
help  finance  a  two-year  stock- 
repurchase  program.  Since 
1987,  the  company  has  spent 
about  $800  million  on  buy- 
backs.  The  lower  number  of 
shares  outstanding  did  help 
raise  per-share  earnings  a 
nickel,  to  41$ — a  13.8?;  jump. 


But  Marriott's  stock  has  trad- 
ed in  a  narrow  range  of  about 
30  to  33  for  the  past  nine 
months — hardly  the  sort  of 
reward  shareholders  might 
have  expected. 

With  half  of  its  loans  at 
floating  rates,  Marriott  felt 
the  cold  blast  of  the  Federal 
Reserve  Board's  anti-inflation- 
ary policies.  The  company 
paid  an  average  9.6%  interest 
on  every  borrowed  dollar  in 
the  first  three  months — a 
third  higher  than  the  7.2%  av- 
erage of  1988's  first  quarter. 
A  rise  in  the  cost  of  its  float- 
ing-rate debt  went  a  long  way 


toward  pushing  that  average 
up.  The  result:  A  year  ago, 
Marriott's  interest  expenses 
totaled  $19  million.  For  the 
first  three  months  of  1989, 
the  cost  was  $31  million 
(chart). 

Of  course,  the  inflationary 
pressures  that  prompted  the 
Fed  to  tighten  also  allowed 
Marriott  to  charge  more  for 
its  hotel  rooms  and  fast  food. 
At  Marriott's  Courtyard  chain 
of  hotels,  average  room  rates 
climbed  to  nearly  $60,  a  rise 
of  about  57''.  And  the  pressure 
on  profits  will  ease  if  rates 
head  down.  Already,  Marri- 
ott's interest  payments  for 
the  first  quarter  dropped  18%- 
from  the  $38  million  of  the 
prior  quarter,  thanks  to  a  de- 
cline in  the  company's  out- 
standing debt. 

If  the  Fed  decides  the  econ- 
omy has  slowed  enough  to  al- 
low rates  to  drift  back  down, 
Marriott's  bottom  line  should 
give  shareholders  something 
to  cheer  about  in  the  second 
quarter.  And  who  knows? 
Perhaps  even  Wall  Street  will 
notice. 

By  Tim  Smart  in  Washington 
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5              $  mil. 

vs.  1988 

1989 
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$  mil. 

vs.  1988 

$  mil. 

vs.  1988 

1989 

1988 

?%  $198.0 

+  15% 

15.3% 

14.5% 

MANVILLE 

508.3 

+  9 

34.4 

NM 

6.8 

7.3 

i  10.1 

-50 

3.7 

7.1 

MARRIOTT 

1,786.0 

+  10 

46.0 

+  2 

2.6 

2.8 

i  276.0 

+  54 

10.5 

8.5 

McGRAW-HILL 

416.1 

+  5 

23.2 

-14 

5.6 

6.8 

I  172.2 

+  11 

5.3 

5.0 

MCI  COMMUNICATIONS 

1,500.0 

+  33 

145.0 

+  150 

9.7 

5.1 

'  89.0 

+  12 

7.2 

6.9 

MEAD 

1,128.9 

+  4 

52.6 

-20 

4.7 

6.1 

I  300.8 

+  2 

12.0 

12.2 

MERCK 

1,571.4 

+  9 

340.4 

+  25 

21.7 

18.9 

i  101.1 

+  48 

4.1 

3.5 

MERRILL  LYNCH 

3,003.1 

+  25 

37.2 

-46 

1.2 

2.8 

1  594.0 

+  21 

6.9 

5.9 

MORGAN  STANLEY 

1,238.8 

+  27 

81.1 

-18 

6.5 

10.1 

;  449.6 

+  4 

13.4 

13.5 

MOTOROLA 

2,175.0 

+  11 

123.0 

+  8 

5.7 

5.8 

1  52.2 

+  10 

4.7 

4.7 

NCR 

1,250.5 

-2 

61.1 

-18 

4.9 

5.8 

t  33.2 

-17 

3.0 

3.4 

NEW  YORK  TIMES 

423.1 

+  1 

31.5 

-28 

7.5 

10.5 

;  56.3 

+  26 

7.7 

6.4 

NORTHROP 

1,280.0 

-7 

9.7 

-93 

0.8 

10.2 

.  259.8 

+  23 

13.1 

11.3 

OWENS-CORNING  FIBERGLAS 

665.0 

+  5 

34.0 

+  21 

5.1 

4.4 

1  41.1 

+  12 

7.7 

8.1 

PHILIP  MORRIS 

10,770.0 

+  45 

590.0 

+  20 

5.5 

6.6 

1  67.7 

+  17 

5.4 

5.4 

PPG  INDUSTRIES 

1,459.4 

+  6 

129.8 

+  9 

8.9 

8.6 

>  77.0 

+  67 

4.2 

2.6 

RAYTHEON 

2,073.0 

+  6 

120.8 

+  7 

5.8 

5.8 

1  14.9 

+  210 

3.2 

1.1 

REYNOLDS  METALS 

1,445.2 

+  24 

124.5 

+  78 

8.6 

6.0 

t  32.1 

-14 

6.2 

8.0 

RUBBERMAID 

349.0 

+  16 

+  29.3 

+  14 

8.4 

8.5 

I  200.0 

+  93 

49.2 

26.4 

SCOTT  PAPER 

1,268.9 

+  13 

86.5 

+  17 

6.8 

6.6 

1  19.1 

+  24 

4.8 

5.0 

SERVICE  MERCHANDISE 

565.4 

+  7 

-4.4 

NM 

NM 

NM 

1  28.7 

+  31 

2.8 

2.8 

SHERWIN-WILLIAMS 

464.8 

+  12 

8.8 

+  5 

1.9 

2.0 

1  74.9 

+  1 

9.2 

9.8 

SONOCO  PRODUaS 

433.1 

+  15 

24.6 

+  10 

5.7 

5.9 

1  75.4 

-12 

3.2 

3.5 

SQUARE  D 

431.3 

+  10 

27.6 

+  1 

6.4 

7.0 

t  849.0 

+  17 

7.1 

6.9 

TELEDYNE 

1,116.3 

+  2 

70.5 

-53 

6.3 

13.6 

19.8 

NM 

4.1 

4.7 

TELERATE 

122.7 

+  17 

21.7 

-8 

17.7 

22.6 

;  172.9 

-12 

5.7 

7.3 

TEMPLE-INLAND 

462.6 

+  9 

54.5 

+  20 

11.8 

10.7 

,  53.0 

+  30 

8.3 

7.4 

TIME 

1,136.0 

+  7 

49.0 

-26 

4.3 

6.2 

i  30.3 

+  9 

2.2 

2.1 

TRIBUNE 

552.9 

+  6 

36.8 

+  14 

6.7 

6.2 

329.0 

+  15 

8.0 

7.3 

TRW 

1,785.0 

-1 

69.0 

+  5 

3.9 

3.7 

62.9 

+  9 

3.8 

3.3 

TYLER 

163.6 

+  7 

-2.0 

NM 

NM 

1.9 

950.0 

+  2 

7.5 

7.7 

UNITED  TECHNOLOGIES 

4,500.0 

+  5 

123.7 

+  1 

2.7 

2.8 

97.0 

+  4 

13.6 

14.7 

UPJOHN 

755.1 

+  14 

103.0 

+  8 

13.6 

14.4 

223.0 

+  40 

8.6 

7.0 

WARNER  COMMUNICATIONS 

1,445.7 

+  24 

101.0 

+  47 

6.9 

5.9 

-19.0 

-147 

-0.4 

0.9 

WARNER-LAMBERT 

1,019.7 

+  10 

101.1 

+  21 

9.9 

9.0 

284.7 

+  22 

23.2 

21.8 

WESTINGHOUSE  ELEORIC 

2,887.2 

+  5 

189.0 

+  5 

6.5 

6.6 

NM  =  not  meaningful 
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TAKEOVERS  I 


A  SQUEEZE  PLAY 
AT  NORTHWEST 


If  the  board  doesn't  move  fast, 
Davis  may  get  the  airline 


Will  Northwest  Airlines  Inc. 
succumb  to  a  supposedly 
friendly  takeover?  Billionaire 
Marvin  Davis  has  not  accompanied  his 
$90-per-share  offer  for  the  airline  with 
the  usual  histrionics  about  inept  manag- 
ers who  must  go.  In  his  published  state- 
ments he  fairly  coos  about  his  desire  for 
a  friendly  deal.  As  for  Northwest,  after 
trying  to  ignore  the  whole  issue,  it  has 
announced  its  intention  to  find  a  way  to 
satisfy  shareholders.  Meantime,  the 
stock  has  shot  up  to  about  $99. 

It  seems  clear  that  Davis  has  executed 
a  squeeze  play  on  Northwest's  board. 
Davis  may  launch  a  tender  offer  soon, 
and  he  has  said  he  will  mount  a  proxy 
fight  at  Northwest's  annual  meeting  on 
May  15.  If  the  board  does  not  come  up 
with  a  proposal  within  a  few  weeks,  Da- 
vis could  carry  the  day — and  the  airline 
would  be  in  the  hands  of  an  owner  who 
earned  a  reputation  as  an  asset-stripper 
at  Twentieth-Century  Fox  Film  Corp. 
HEFTY  DIVIDENDS?  Davis'  advisers  say  a 
bust-up  is  the  last  thing  he  would  do. 
"NWA  is  a  very  nice  company  to  finance. 
It  has  a  phenomenal  route  structure, 
nice  equipment,  and  good  cash  flow," 
says  Josiah  0.  Low  III,  an  investment 
banker  at  Donaldson,  Lufkin  &  Jenrette 


IWESl 


A  NEW  OWNER  COULD  RAISE  CASH  BY  SELLING  220  PLANES  AND  LEASING  THEM  BACK 


Securities  Inc.  working  on  the  deal.  Low 
says  Davis  could  boost  profits  by  im- 
proving Northwest's  marketing,  not  by 
selling  routes  or  delivery  positions  for 
planes.  Northwest  also  owns  220  planes 
in  its  fleet  that  Davis  could  sell  and  then 
lease  back  to  get  more  cash. 

How  Davis,  an  oilman  and  sometime 
Hollywood  mogul,  would  improve  North- 
west's marketing  is  unclear.  To  avoid 
finding  out.  Northwest's  chairman,  Ste- 
ven G.  Rothmeier,  will  probably  have  to 
do  a  buyout  himself  for  somewhere 
around  $105  a  share.  A  hefty  dividend 
payment  might  also  ward  off  Davis. 

The  result  will  be  a  leveraged  compa- 
ny whose  prospective  loss  of  financial 


strength  makes  observers  queasy.  Ifitalou 
other  airlines  have  to  take  on  such  debt, 
says  Salomon  Brothers  Inc.'s  Julius  Mal- 
dutis,  "the  capital  structures  of  the  in- 
dustry will  be  significantly  impaired.' 

If  Rothmeier  had  offered  something 
to  investors  sooner,  Davis  might  never 
have  appeared.  Last  year,  when  North- 
west stock  was  trading  near  50,  Pioneer- 
ing Management  Corp.,  a  holder  of  1 
million  shares,  wrote  Rothmeier  to  tell  if 
him  the  stock  was  undervalued  and  that 
he  should  boost  the  regular  dividendjct 
sharply.  The  dividend  stayed  put.  Now, 
Rothmeier  will  have  to  spend  a  lot  more 
to  keep  Northwest  independent. 

By  Christopher  Power  in  Neic  York 
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WHY  MIKE  MILKEN  WAS  SO  EAGER  TO  HELP  PETER  UEBERROTH 


Peter  V.  Ueberroth  was  the  lead- 
ing man  in  the  recent  drama  at 
Eastern  Air  Lines  Inc.  But  few 
people  noticed  that  the  carrier's  would- 
be  savior  wasn't  putting  up  any  money 
to  buy  Eastern.  Instead,  the  cash  was 
coming  from  Drexel  Burnham  Lambert 
Inc.,  Texas  Air's  investment  banker. 

What  was  Drexel's  motivation?  Part- 
ly, ex-Drexel  banker  Michael  R.  Mil- 
ken, who  had  been  a  friend  of  Ueber- 
roth's for  years,  wanted  to  help  both 
parties.  But  Drexel's  own  reputation 
was  also  on  the  line.  All  told,  its  name 
is  on  more  than  $1  billion  in  stocks, 
bonds,  and  trust  certificates  it  sold  for 
Eastern,  Texas  Air,  and  its  other  carri- 
er, Continental.  If  the  Eastern  imbro- 
glio creates  losses  for  holders  of  this 
paper,  it  would  be  one  of  the  biggest 


Drexel-funded  deals  ever  to  go  sour. 

"When  any  of  our  clients  get  into 
trouble,  we  try  to  help  them  out,"  says 
Frederick  W.  McCarthy,  a  Drexel  man- 
aging director  who  has  not  been  direct- 
ly involved  in  Eastern.  "Sometimes  we 
even  do  pro  bono  work  to  protect  our 
franchise  in  the  bond  market." 
NO  CASH.  Drexel  began  funding  Lor- 
enzo in  1985.  But  last  year,  Milken 
says,  he  began  suggesting  to  Lorenzo 
that  he  sell  Eastern  to  Ueberroth,  a 
longtime  Milken  buddy.  Drexel  put  to- 
gether the  oft'er  Ueberroth  eventually 
made.  Instead  of  Ueberroth  putting  up 
cash,  Milken  offered  him  a  $300  million 
bridge  loan,  which  Drexel  would  have 
funded  with  junk-bond  sales.  Essential- 
ly, Drexel  planned  to  buy  Eastern  from 
Lorenzo  and  hand  it  over  to  Ueberroth. 


Drexel  stepped  in  once  again  v/hen 
Ueberroth  and  the  unions  were  ham- 
mering out  concessions.  The  unions 
griped  that  Ueberroth's  deal  didn't  pro- 
vide enough  money  to  resurrect  East- 
ern. Drexel  banker  Joseph  Adams  sug- 
gested that  he  could  come  up  with  $365 
million  more,  which  would  be  secured 
by  the  proposed  sale  of  Eastern's  shut- 
tle to  Donald  J.  Trump.  Adams  also 
offered  to  help  Eastern  raise  an  addi- 
tional $200  million  or  so  by  doing  sale- 
lease  backs  of  its  planes. 

Now,  Drexel,  like  Lorenzo,  is  back  to 
square  one.  It  isn't  banging  the  table 
for  a  sale.  But  as  one  Drexel  banker 
puts  it:  "It  would  be  fine  if  someone 
walked  in  and  could  solve  all  the  prob- 
lems and  buy  the  company." 

By  Aaron  Bernstein  in  New  Y'ork 
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HE  ENVIRONMENT! 


VHO'S  THAT  SCREAMING  AT  EXXON? 
lOT  THE  ENVIRONMENTALISTS 


mid  building  protest,  they  say  the  real  culprit  is  dependence  on  oil 


s  the  full  horror  of  the  Exxon 
Valdez  oil  spill  sinks  into  the  pop- 
1 1  mm  ular  imagination,  the  public  re- 
onse  has  been  swift.  But  you  might  be 
rprised  by  who's  yelling — and  who's 
it.  Thousands  of  people  who  normally 
ive  environmental  worries  to  others 
ive  risen  in  a  bitter  groundswell 
:ainst  Exxon  Corp.  Meanwhile,  many 
ijor  environmental  groups  are  muting 
eir  criticism  of  the  oil  giant. 
Groups  such  as  Greenpeace  U.  S.  A. 
d  the  Environmental  Defense  Fund 
n't  argue  that  Exxon  is  blameless.  But 
focusing  on  the  company,  they  con- 
id,  critics  ignore  the  real  problem: 
S.  dependence  un  oil.  "Sure,  you  can 
nt  a  lot  of  the  anger,  but  it's  a  little 
sguided,"  says  Andrew  Davis  of 
■eenpeace.  "Exxon  isn't  the  problem, 
e  problem  is,  we're  far  too  dependent 
oil." 

Nonetheless,  many  Americans  feel 
istrated  by  Exxon's  sluggish  response 
the  disaster.  And  they're  venting  their 
clings  in  an  angry  backlash  reminis- 
it  of  the  days  of  soaring  prices  and 
ig  gas-station  lines. 
Typical  was  the  response  of  KSLX,  a 
;k  radio  station  in  Los  Angeles.  The 
ttion's  program  director,  Tom  Yates, 
icluded  that  Exxon  had  mishandled 
?  cleaning  of  the  mess,  so  he  had  the 
ttion  recruit  listeners  to  help  clean  the 
iskan  shores.  More  than  1,200  folks 
led  in  to  volunteer,  and  a  planeload  of 
),  courtesy  of  K.SLX,  is  scheduled  to  fly 
Prince  William  Sound  on  Apr.  22. 
iiRY  DISAPPOINTED.'  Mutilating  credit 
•ds  is  probably  the  most  popular — and 
iiest — way  of  passing  judgment  and 
.ying  to  the  grandstands.  Representa- 
e  James  H.  Scheuer  (D-N.  Y.)  stood  on 
!  House  floor  on  Apr.  18  and  cut  his 
•d  in  half.  Countless  radio-show  hosts 
/e  encouraged  similar  action.  New 
rk's  Village  Voice,  a  left-leaning 
ekly  newspaper,  urged  readers  to  re- 
•n  their  cards  to  Exxon,  "prefera- 
...  enclosed  in  sealed  plastic  bags 
3d  with  oil."  The  company  says  it  has 
:eived  about  6,000  cut-up  cards  so  far, 
;  of  7  million  cards  outstanding. 
Boycotts,  too,  are  picking  up  steam.  In 
w  York  State,  Suffolk  County  Execu- 
3  Patrick  Halpin  ordered  the  400  coun- 
employees  with  Exxon  credit  cards  to 
•render  them.  "Civilized  society  can- 
;  permit  these  preventable  ecological 
asters  to  take  place  without  demon- 


EXXON'S  RAWL:  PROTESTERS  HAVE  HAD 
"ABSOLUTELY  NO  IMPACT"  ON  SALES  SO  FAR 


strating  to  those  corporations  that  this 
kind  of  behavior  is  simply  unaccept- 
able," Halpin  wrote  to  Exxon  Chairman 
Lawrence  G.  Rawl.  The  state  legisla- 
tures of  New  York  and  Connecticut  are 
sponsoring  symbolic  boycotts  on  May  2. 

The  protests  aren't  likely  to  injure  Ex- 
xon. Rawl  says  they've  had  "absolutely 
no  impact"  on  retail  sales  so  far.  And  he 
feels  "very  disappointed"  by  customers 
who  want  to  punish  the  company.  "We 
had  human  error,"  and  E.xxon  is  doing 


its  best  to  clean  the  area,  he  says. 

It's  probably  independent  filling-sta- 
tion owners  who  most  feel  the  lash  of 
public  resentment.  Though  many  report 
business  as  usual,  others  say  sales  have 
fallen  as  much  as  10^^.  A  sniper  fired  at 
one  station  in  Seattle,  and  several  have 
received  bomb  threats.  John  W.  Bran- 
denburg, an  Exxon  franchise  dealer  in 
Denver,  says  that  while  one  of  his  em- 
ployees was  wiping  down  a  just-washed 
car,  a  motorist  drove  by,  threw  a  hand- 
ful of  gravel  at  the  auto,  and  yelled: 
"Clean  up  your  oil  spill!" 
SHIFTING  THE  FOCUS.  Some  folks  are  also 
upset  that  Exxon's  cleanup  costs,  which 
could  run  as  high  as  $500  million,  are 
tax-deductible  as  a  business  expense.  To 
address  that  complaint,  Senator  Harry 
Reid  (D-Nev.)  and  Representative  Wil- 
liam Lipinski  (D-Ill.)  introduced  a  bill 
that  would  prohibit  Exxon  from  writing 
off  the  costs  until  the  cleanup  is  100% 
complete  and  fulfills  the  requirements  of 
the  Clean  Water  Act  and  Superfund.  Al- 
though the  measure  has  little  chance  of 
passage,  it  may  win  its  sponsors  votes. 

Environmental  groups,  meanwhile,  are 
trying  to  shift  the  focus.  In  full-page 
newspaper  ads,  the  Sierra  Club  jabbed 
at  Exxon,  but  its  main  message  was  to 
discourage  further  development  in  the 
Arctic.  Says  a  spokesman:  "We're  not 
supporting  a  boycott  because  we  feel  it 
was  an  accident  of  life.  It's  Exxon  this 
time,  but  it  could  be  any  of  the  oil  com- 
panies" next  time. 

The  Environmental  Defense  Fund  is 
also  trying  to  use  the  spill  to  point  the 
country  away  from  oil.  "Let's  face  it," 
says  EDF  senior  attorney  Joseph  Goff- 
man:  "The  Exxon  Valdez  is  a  very  dra- 
matic example  of  the  true  costs  of  fossil 
fuels."  Environmentalists  are  hoping 
that  Americans  have  finally  learned  that 
lesson. 

By  Andrea  Roth/nan  in  New  York,  with 
David  Castelloii  in  Los  Angeles  and  San- 
dra D.  Atcliison  in  Denver 


HOLLYWOOD  I 


THE  MAN  WHO  WOULD  BE  MOGUL 
TRIPS  UP  IN  TINSELTOWN 


Many  of  Parretti's  recent  deals  have  fallen  through — but  he's  undaunted 


I 


talian  financier  Giancarlo  Parretti 
has  been  the  talk  of  Hollywood  for 
months,  since  he  claimed  that  he 
would  spend  at  least  $800  million  to  cre- 
ate the  world's  largest  entertainment 
and  leisure  empire.  He  started  fast  in 
late  1987,  buying  control  of  the  troubled 
Cannon  Group  Inc.,  which  he  renamed 
Pathe  Communications  Corp.  And  he 
bragged  at  the  Cannes  Film  Festival 


that  he  was  eyeing  MGM/U.4  Communica- 
tions Co.  or  another  big  studio.  He  even 
bought  an  interest  in  Madeo,  a  popular 
Italian  restaurant  in  Hollywood. 

Parretti's  grand  plans  seem  to  have 
suddenly  stalled,  though,  and  many  film 
executives  speculate  that  the  financier  is 
having  money  problems.  Parretti's  fi- 
nances have  long  been  a  mystery  to  out- 
siders, but  over  the  past  two  months  a 
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few  of  Parretti's  most  prominent  deals 
have  fallen  apart. 

Most  notable  was  the  Apr.  10  collapse 
of  his  agreement  to  buy  New  World  En- 
tertainment Ltd.,  a  film  and  TV  studio. 
Parretti  had  announced  in  February  that 
he  would  pay  $138  million  in  cash  and 
notes  for  New  World.  On  Friday,  Apr.  7, 
Revlon  Inc.  Chairman  Ronald  0.  Perel- 
man  bid  $145  million.  Parretti  was  in 
Brazil  when  New  World  told  Pathe  that 
it  had  until  Monday  morning  to  top  Per- 
elman.  "We  knew  [Parretti]  was  low  on 
cash  and  couldn't  get  to  his  banks  that 
quickly,"  says  a  source  who  worked  on 
the  deal.  New  World  paid  Parretti  $3 
million  for  voiding  their  agreement. 

In  April,  Parretti  also  scaled  back  a 
production  pact  he  struck  two  months 
earlier  with  former  Cannon  Chairman 
Menahem  Golan.  The  original  deal  in- 
volved a  $160  million  contract  for  17 
films  from  Golan  over  four  years.  The 
new  version:  Golan  gets  the  rights  to 
two  films  and  a  few  small  projects 
worth  $12.5  million.  Parretti  also 
dropped  his  $22  million  offer  to  take  De 
Laurentiis  Entertainment  Group  Inc.  out 
of  bankruptcy  and  has  delayed  acting  on 
his  letter  of  intent  to  pay  up  to  $12.. 'i 
million  for  407(  of  another  strugglin.i;: 
studio,  Kings  Road  Entertainment  Corp. 

Pathe  has  problems  of  its  own.  The 
studio  has  delayed  paying  interest  due 
on  $55.6  million  in  bond  debt  and  extend- 
ed the  repayment  schedule  of  a  $128  mil- 
lion short-term  bank  loan  incurred  to 
buy  back  debt.  On  Apr.  3,  Pathe  report- 
ed operating  losses  of  $37.1  million  for 
1988  on  revenues  of  $371.1  million. 
STILL  SHOPPING.  Parretti's  camp  claims 
money  isn't  a  problem.  The  financier  be- 
lieved the  New  World  and  De  Laurentiis 
assets  weren't  worth  more  than  he  bid, 
says  Senior  Executive  Vice-President  Fa- 
bio  Serena,  Parretti's  top  aide  at  Pathe. 
He's  also  negotiating  to  sell  172  Europe- 
an theaters,  and  partners  have  advanced 
Parretti  $90  million,  Serena  says. 

The  financier  is  still  shopping  in  Holly- 
wood, insists  Serena:  "We're  looking 
right  now  to  buy  something  else."  But 
Parretti  may  have  to  go  it  alone.  Euro- 
pean media  moguls  Robert  Maxwell  and 
Silvio  Berlusconi  haven't  yet  bought  into 
Parretti's  Dutch-based  holding  company. 
No  problem,  says  Serena:  Parretti 
sought  out  Maxwell  and  Berlusconi  for 
their  knowledge  of  Europe's  media  mar- 
kets— not  for  their  money. 

Serena  shrugs  off  the  recent  setbacks. 
"We  look  at  more  than  50  deals  a  year," 
he  says.  "We  couldn't  make  them  all,  or 
we  would  own  the  world."  Perhaps,  but 
Parretti's  dream  of  a  Hollywood  empire 
may  be  slipping  from  his  grasp. 

By  Ronald  Grover  in  Los  Angeles  and 
John  Rossant  in  Rome 


BANKRUPTCIES  1 


FOR  CHARLIE  KEATING, 

THE  BEST  DEFENSE  IS  A  LAWSUIT 


The  feds  want  his  S&L,  but  they'll  have  to  brave  a  legal  barrage 


DIVERGING  OPINIONS 

LINCOLN  SAVINGS  &  LOAN'S 
REGULATORY  CAPITAL 


KEATING:  SUING  THE 
'MAIICIOUS  BUREAUCRATS' 


AS  THE  COMPANY 
REPORTED  IT 


In  the  past  year,  as 
federal  regulators 
swept  the  country 
taking  control  of  ailing  savings  and 
loans,  they  have  run  across  some  color- 
ful characters.  There  were  Texas  oilmen 
who  bled  their  thrifts  to  buy  fancy  cars 
and  California  land  speculators  who 
loaded  up  on  condos  and  private  planes. 
But  they  have  never  run  into  the  likes  of 
Charlie  Keating. 

Charles  H.  Keating  Jr.  built  a 
$6.9  billion  empire  founded  on  Arizona 
real  estate  and  Lincoln  Savings  &  Loan 
based  in  Irvine,  Calif.,  a  wholly-owned 
subsidiary  of  his  American  Continental 
Corp.  But  when  the  feds  threatened  to 
swoop  down  and  seize  Lincoln,  the 
shrewd,  unyielding  Keating  unleashed  a 
legal  barrage  that  may  tie  up  the  Feder- 
al Home  Loan  Bank  Board  for  months. 
BUYING  TIME.  On  Apr.  13,  American  Con- 
tinental filed  for  Chapter  11  bankruptcy 
protection.  That  set  off  a  chain  of 
events.  By  9  a.m.  the  next  day  regula- 
tors had  seized  the  thrift.  Then  they 
wasted  no  time  in  asking  the  Justice 
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Dept.  to  launch  a  criminal  investigatio 
of  Lincoln.  Keating's  response'?  He  no\ 
is  suing  the  regulators  to  get  his  thrif 
back — plus  $150  million  in  damages. 

By  all  accounts,  Keating  is  tilting  a  ! 
windmills.  Regulators  are  given  wide  la  ! 
itude  to  seize  thrifts  that  they  believ  i 
are  being  operated  unsafely.  Few  court 
are  likely  to  stand  in  their  way.  But  b  i 
taking  American  Continental  into  ban!  ' 
ruptcy,  Keating  has  insulated  a  hug 
chunk  of  the  thrift's  assets  from  se 
zure — and  bought  valuable  time  in  whic 
the  company's  outlook  might  improve. 

At  issue  is  as  much  as  $3.5  billion  o 
thrift  assets  Keating  included  in  hi  r 
$3.85  billion  bankruptcy  filing.  Barred  b;  5 
law  from  putting  the  S&L  in  Chapter  11 
he  did  the  next  best  thinj; 
by  sheltering  land,  secu 
rities,  and  other  asset 
owned  by  Lincoln  subsid 
iaries.  "It's  pretty  clea 
what  was  done,"  says  M 
Danny  Wall,  chairman  o 
the  FHLBB.  "The  subsid 
iaries  were  wrongfulb 
included." 

Federal  regulators  plai 
to  ask  the  bankruptcy 
court  to  relinquish  some 
Lincoln  assets.  Wall  sayi 
he's  concerned  that  Keat 
ing  may  have  siphonec 
off  the  thrift's  assets  to  other  Americai 
Continental  operations.  He  also  sayi 
he's  heard  reports  that  Lincoln  execu 
fives  trucked  off  van-loads  of  documents 
before  the  feds  seized  the  thrift. 
'OBSCENE.'  Locking  horns  with  Keating 
in  legal  matters  is  never  an  easy  task.  A 
self-styled  battler,  Keating  has  crusadec 
against  pornography  and  abortion.  H( 
has  fought  the  FHLBB  over  Lincoln's  ac 
counting  and  lending  practices  since  hi 
bought  the  thrift  in  1984.  Two  years  ag( 
he  got  regulation  of  Lincoln  shifted  t( 
Washington  from  FHLBB's  San  Franciscc 
office.  Blaming  the  seizure  on  "mali 
cious  bureaucrats,"  Keating  calls  it  "ar 
obscene  thing  to  see  a  vigorous  Ameri- 
can enterprise  destroyed  and  a  caring 
family  shattered." 

Keating  had  been  trying  to  sell  Lin- 
coin  since  late  last  year,  after  American 
Continental  posted  a  $36  million  loss 
the  September  quarter.  When  regulators 
rejected  a  proposed  sale  to  former  Cali 
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Why  build  a  printer  that 
can  print  standing  on  its  head 
when  all  you  want  is 
outstanding  letter  quality? 

The  answer  is  better  quality  printing. 

We  made  our  new  300  Series  24-pin  printers  more 
rugged  than  they  have  to  be  and  more  reliable  than 
ever.  We  buih  in  a  patented  optical  sensor  and  linked  it 
with  a  unique  rack  and  pinion  printhead  drive. 

So  you  get  more  accurate  printhead  positioning.  And 
that  means  outstanding  letter  quality. 

All  in  a  printer  so  stable  it  works  upside  down. 


But  even  right  side  up,   you  get 
letter  quality  printing  this  good. 


Our  engineers  call  this  "championship  specs."  More 
than  3  million  loyal  users  call  it  rugged  reliability.  And 
it  shows  in  the  quality  and  performance  of  every 
printer  and  modem  we  make. 

Call  1-800-OKIDATA  for  the  dealer  nearest  you. 


OKICWM 

an  OKI  AMERICA  company 


>  company 


fornia  Representative  John  H.  Rousselot 
as  insufficient,  Keating's  lawyers  head- 
ed for  bankruptcy  court. 

Although  Lincoln  was  not  technically 
insolvent,  regulators  worried  that  its  as- 
sets were  being  "substantially  dissipat- 
ed" and  believed  its  capital  was  lower 
than  Lincoln  claims  (chart).  Since  last 
September,  regulatory  capital  had  shriv- 
eled from  $247  million  to  $20  million,  the 
FHLBB  says.   Regulators  also  were 


alarmed  by  a  $214  million  exodus  of  de- 
posits from  Lincoln  since  Jan.  I. 

Judging  by  past  marathon  battles, 
Keating  and  the  feds  will  be  slugging  it 
out  for  months  to  come.  "It  will  be  a 
very  litigious  proceeding,"  Wall  predicts. 
The  feds  could  try  to  get  the  bankruptcy 
judge  to  replace  Keating  with  a  more 
amicable  trustee.  Keating  no  doubt  will 
fight  that — to  the  bitter  end. 

Bij  Kathleen  Kerwin  in  Los  Angeles 
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THE  STRETCH  35:  ITS  SNAPSHOTS  ARE  TWICE  THE  WIDTH  OF  ORDINARY  CAMERAS 


PLAYING  LEAPFROG 

IN  DISPOSABLE  CAMERAS 


Will  Kodak's  waterproof  and  wide-angle  cameras  one-up  Fuji? 


An  Eastman  Kodak  Co.  engineer 
came  back  from  a  white-water 
rafting  trip  last  summer  with  a 
dripping-wet  disposable  camera  wrapped 
in  a  plastic  bag.  The  film  was  almost 
ruined. 

Not  long  afterward,  in  a  focus  group 
convened  by  Kodak  marketers,  one  con- 
sumer expressed  frustration  that  he 
couldn't  capture  the  panoramic  views  of 
the  Grand  Canyon  on  his  camera. 

Those  incidents  begat  new  products 
that  represent  Kodak's  latest  moves  in 
its  game  of  one-upmanshijj  with  Fuji 
Photo  Film  Co. — the  battle  for  dispos- 
able-camera buyers.  On  Apr.  18,  Kodak 
unveiled  the  Weekend  .'5.5,  a  waterproof 
camera,  and  the  Stretch  35,  a  camera 
that  takes  pictures  twice  the  width  of 
normal  snapshots.  For  its  part,  Fuji  has 
announced  a  new  "throwaway"  of  its 
own.  It  has  a  telephoto  lens. 

Disposables  come  with  film  threaded 


through  them.  When  they  run  out  of 
exposures,  shutterbugs  send  in  the 
whole  camera  for  processing.  Fuji,  the 
Japanese  photo  giant  that  pioneered  the 
business  in  1987,  still  holds  75%  of  the 
$150  million  market.  That's  largely  be- 
cause it  controls  the  vibrant  Asian  mar- 
ket, where  19  million  of  the  cameras 
were  snapped  up  last  year,  compared 
with  just  2  million  in  the  U.  S. 
WRINGING  THE  FLING.  Fuji  now  is  aiming 
squarely  at  the  U.  S.  In  February  it 
launched  a  major  advertising  campaign 
to  persuade  Americans  to  take  throw- 
aways  on  trips  where  they  don't  dare 
risk  their  expensive  cameras.  But  as  the 
battleground  shifts  stateside,  Kodak's 
marketing  might  should  give  it  an  edge. 

Kodak  already  has  become  more 
tjuick-footed.  Last  spring  the  company 
rushed  out  an  announcement  of  its  first 
disposable,  the  Fling,  to  beat  Fuji's  U.  S. 
invasion  with  its  Fujicolor  Quick  Snap  by 


a  matter  of  hours.  And,  as  this  spring's 
entries  demonstrate,  the  Rochester 
(N.  Y.)  giant  has  cranked  up  new-prod 
uct  development. 

When  Kodak's  Jerry  Hargrave  came 
home  from  his  rafting  trip  with  his 
soaked  Fling,  the  company's  six-member 
team  of  engineers  and  designers  quickly 
started  work  on  a  waterproof  camera. 
They  had  designed  the  original  Fling  on 
a  3-D  computer-aided  engineering  sys- 
tem, so  they  used  their  free  time  fid- 
dling with  that  design  on  the  computer 
Then  they  built  a  prototype  using  a  spe- 
cial plastic  housing  with  a  molded  view- 
finder  that  a  skin  diver  wearing  a  face 
mask  might  see  through.  On  the  back, 
they  added  a  tear  strip  so  the  developer 
could  quickly  pull  off  the  plastic  coating 
to  get  to  the  film.  Crows  Alan  V.  Vande- 
moere,  Kodak's  product  manager:  "This 
is  elegance  and  simplicity." 

Producing  the  Stretch  panoramic  cam- 
era proved  even  simpler.  Kodak  engi 
neers  had  already  developed  a  lens  that 
could  take  extra-wide  pictures,  but  had 
decided  the  market  was  too  small.  They 
changed  their  minds  when  they  began 
thinking  disposable.  A  customer  who 
wouldn't  buy  an  expensive  camera  dedi- 
cated to  panoramic  shots,  they  reasoned, 
might  buy  a  cheap  throwaway  to  use  at 
the  Grand  Canyon. 
SAY  'MARSUPIAL.'  Kodak's  top  manage- 
ment gave  the  go-ahead  for  the  two 
products  last  October.  The  Weekend  35, 
which  will  sell  for  $13.95  with  24-expo- 
sure  400  .A.s..\  film,  is  set  to  hit  the  stores 
in  June.  The  Stretch,  which  will  cost 
$12.95  for  12-exposure  200  ASA  film,  is 
headed  for  a  fall  debut.  The  Weekend, 
especially,  could  do  well.  "We  get  a  lot 
of  customers  who  want  something  that 
goes  underwater  but  don't  want  to  pay 
the  100  bucks,"  says  Ronald  F.  Stewart, 
a  store  manager  at  the  Boston  outlet  of 
Underground  Camera,  a  retail  chain. 

However,  Fuji  isn't  sitting  idly  by.  It 
ofi'ers  throwaways  with  built-in  flashes, 
and  its  products  come  in  a  myriad  of 
clever  packaging  gimmicks.  In  one  mod 
el  available  only  in  Japan,  a  little  figure 
of  a  koala  pops  up  and  swings  from  side 
to  side  to  catch  a  child's  attention  and 
draw  a  smile. 

Kodak  may  soon  overcome  its  biggest 
shortcoming  by  putting  a  reusable  flash 
in  some  of  its  models  so  they  can  be 
used  indoors.  The  flash  would  be  collect- 
ed from  photofinishers  and  re-installed 
in  new  cameras.  Another  possibility  is  a 
close-up  camera.  With  the  market  ex- 
panding and  profit  margins  of  more  than 
607',  compared  with  about  507'  for  con- 
ventional film,  the  one-upmanship  is 
sure  to  go  on. 

By  Leslie  Helm  in  Boston,  with  Neil 
Gross  in  Tokyo 


34  BUSINESS  WEEK/MAY  1 .  1989 


FASTEST  IN  CHEAPEST  IN 

THE  MORNING.  THE  AFTERNOON. 


Here's  something  to  smile  about.  With  our  new  after- 
noon service,  an  Overnight  Letter  costs  as  low  as  $8.25 
when  you  drop  it  off  at  one  of  our  many  convenient  drop 
off  locations.This  new  service  applies  to  documents  and 
letters  up  to  five  pounds  in  Federal  Express  packaging. 

SAVE  UP  TO  50%  WITH  FEDEX  STANDARD  OVERNIGHT  SERVICE. 


FEDeX  LETTER 


'Service  avdilability  is  limited  and  »me  restnclions  apply  Call  Federal  Express  for  details  ©  1989  Federal  Express  Corporaiior 


EDITED  BY  HARRIS  COLLINGWOOD 


ETHICS  CLASSES  FOR 
FUTURES  TRADERS 


►  In  a  bid  to  preempt  Con- 
gress and  federal  regulators, 
a  special  panel  of  the  Chicago 
Mercantile  Exchange  on  Apr. 
19  proposed  a  ban  on  dual 
trading  in  its  most  active  con- 
tracts. The  Merc's  board  is  ex- 
pected to  approve  the  changes 
by  the  end  of  May  despite  op- 
position from  some  exchange 
members. 

Dual  trading,  a  practice 
that  allows  floor  brokers  who 
execute  orders  for  their  cus- 
tomers also  to  trade  for  their 
own  accounts,  has  resulted  in 
repeated  abuses  in  the  trad- 
ing pits  and  appears  to  be  at 
the  heart  of  the  alleged 
wrongdoing  uncovered  by  a 
two-year  federal  probe  of  Chi- 
cago's futures  exchanges. 
The  Merc's  10-member  panel 
also  recommended  beefing  up 
the  exchange's  surveillance 
staff  and  requiring  all  of  its 
members  to  attend  ethics 
classes. 


THE  LATEST  IH  A  STRING 
OF  BIOTECH  MERGERS 


►  A  weak  market  for  biotech- 
nology stocks  and  dwindling 
cash  hoards  are  spurring  a 
shakeout  among  gene-splic- 
ers. On  Apr.  18  profitable 
Genzyme  and  struggling  Inte- 
grated Genetics  finally 
merged,  confirming  rumors 
that  had  swirled  for  months. 

The  $24  million  deal  was 
the  latest  in  a  string  of  bio- 
tech  mergers.  Who's  next 
down  the  aisle?  Keep  an  eye 
on  companies  with  overlap- 
ping product  lines  or  research 
programs.  The  dozen  startups 
formed  to  work  on  diseases  of 
the  brain,  for  example,  might 
consider  putting  their  heads 
together. 


BANKAMERICA  GOES 
SHOPPING,  AGAIN 


►  BankAmerica  will  buy  a 
small  Nevada  bank,  its  second 
acquisition  in  as  many  weeks. 


The  purchases  signal  a  resur- 
gence at  flagship  Bank  of 
America.  The  turnaround  at 
the  bank  is  largely  responsi- 
ble for  1988  corporate  profits 
of  $726  million,  which  follows 
cumulative  losses  of  $1.8  bil- 
lion in  the  three  prior  years. 

The  acquisitions — the  par- 
ent of  Nevada  First  Bank,  the 
state's  fifth-largest,  and  tiny 
American  Savings  Bank  of 
Tacoma,  Wash. — cost  BofA 
about  $95  million.  They're  the 
first  since  the  California  gi- 
ant's 1983  purchase  of  Sea- 
first.  Now  BofA  has  to  catch 
up  with  such  rivals  as  Citicorp 
and  Security  Pacific,  which 
have  been  buying  actively  in 
the  West.  BofA  is  now  expect- 
ed to  pursue  other  small  tar- 
gets in  Oregon,  Arizona,  and 
parts  of  California. 


CARLYLE  GROUP  IS 
BECOMING  A  BIG  DEAL 


►  Carlyle  Group  is  doing  a 
brisk  business  these  days.  On 
Apr.  19  the  Washington  in- 
vestment firm,  teaming  up 
with  outside  investors  and 
Coldwell  Banker  employees, 
completed  a  deal  to  buy  Cold- 
well  Banker  Commercial 
Group  from  Sears  Roebuck 
for  approximately  $300  mil- 
lion. The  same  day,  Fairchild 
Industries,  which  for  months 
has  fended  off^  suitors,  said  it 
had  agreed  to  consider  a 
sweetened,  $212.5  million  of- 
fer from  Carlyle.  On  Apr.  12, 
Carlyle  had  bumped  its  all- 
cash  off'er  for  the  aerospace 


DON'T  MESS  WITH  TEXAS  TEETOTALERS 


It  doesn't  pay  to  mess  with  your 
big  brother.  In  1985,  developers 
bought  the  entire  tov/n  of  Buck- 
ingham, Tex.  (pop.  150).  They 
contracted  with  neighboring 
Richardson  (pop.  75,000),  to  sup- 
ply city  services.  Then  the  pow- 
ers-that-be  in  Richardson,  which 
is  dry,  got  wind  of  the  develop- 
ers' plan  to  build  liquor  stores. 
As  if  that  wasn't  bad  enough, 
rumors  circulated  that  porno- 
graphic theaters  weren't  far  behind. 

Richardson  struck  back  on  Apr.  13.  The  city  cut  off  Bucking 
ham's  police,  fire,  and  ambulance  services.  City  workers  eveij 
removed  speed-limit  signs  near  Buckingham's  school.  Embar 
rassed  Richardson  officials  later  returned  the  signs.  But  BucP 
ingham  will  have  to  hire  its  own  police  force  and  ambulancd 
service.  Undaunted,  Town  Secretary  Shirley  Leichsenring  saysl 
"We're  determined  to  keep  our  independence."  Of  course,  jusf 
about  every  Texas  banker  has  said  that  before,  too. 


company  from  $16.30  per 
share  to  $17.  Security  Pacific 
National  Bank  will  provide 
the  financing,  Carlyle  says. 

The  higher  bid  may  not 
swing  the  deal,  though. 
Sources  close  to  the  situation 
say  the  offer  is  still  "on  the 
low  side"  of  investment  advi- 
sors' valuation  of  the  compa- 
ny. And  other  buyers  are  said 
to  be  in  the  wings. 


CABLE  TV  AND  PHONE 
SERVICE  ALL  IN  ONE? 


►  Canadian  entrepreneur  Ted 
Rogers  is  a  step  closer  to  be- 
coming the  first  cable  televi- 
sion operator  in  the  world  to 
offer  local  phone  service.  On 


Apr.  17  his  Rogers  Communi] 
cations,  Canada's  largest  ca 
ble  operator  and  the  parent  o 
Cantel,  a  cellular  telephon 
company,  said  it  would  buy 
40/f  stake  in  CNCP  Telecom 
munications,  a  telex  company 
from  Canadian  Pacific  fo 
$225  million. 

Rogers  wants  to  use  CNCP 
lines  to  compete  for  Teleco 
Canada's  long-distance  cu 
tomers.  Eventually,  he  plan 
to  carry  that  phone  traffic  tc 
local  customers  through  his 
cable  TV  lines.  He'll  need  gov 
ernment  approval,  though 
And  he'll  have  to  fight  Bel 
Canada's  monopoly  to  get  it. 


AN  OVERHAUL  FOR 
THRIFT  REGULATION 


►  Congress  is  moving  quicklj  W(k 
toward  passage  of  a  bailoul 
of  the  savings-and-loan  indus- 
try's deposit-insurance  fund 
On  Apr.  19  the  Senate  votec 
91-8  to  pass  a  measure  basec 
on  a  Bush  Administratior 
plan  that  would  provide  $5( 
billion  to  shore  up  the  ailing 
Federal  Savings  &  Loan  In- 
surance Corp.  and  overhaa 
thrift  regulation.  A  similar 
bill  is  pending  in  the  House, 
where  a  vote  may  be  sched- 
uled as  early  as  May.  Legisla- 
tors hope  the  bill  can  be  en- 
acted by  early  summer. 
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ELUVUNATE  THE  MIDDLEMAN 

why  Settle  for  Less  than  40C  on  the  Dollar 
For  Your  High  Grade  Precious  Metal  Scrap? 


MIDDLEMAN  SETTLEMENT 


$13,200 


$37,678 


Based  on 
2  TO.  Ft 
40 TO  « 


THE  CHOICE 
IS  YOURS 


^ow  are  looking  at  two  identical  lots  of  electronics 
ulustry  scrap:  circuit  boards,  rejected  components,  PCB 
ngers,  and  a  myriad  of  other  unusable  parts  contain- 
ig  gold,  platinum,  palladium  and  silver.  Each  lot  is  actually 
'orth  $41,865.00. 

I 

i  Don't  Settle  for  Less  than  Your  Fair  Share! 

The  settlement  on  the  left,  by  a  middleman  scrap 
lerchant  who  comes  to  your  office  and  pays  cash  on  the 
pot,  reduces  your  return  by  a  full  60%  of  its  actual  value! 
.nd  he  only  pays  on  i\\egold  he  estimates  to  be  in 
our  material,  less  a  50%  handling  fee. 

The  settlement  on  the  right  takes  a  bit  longer,  but  more 
icin  doubles  your  return.  It  assures  you  will  be  paid  on 
le  actual  value  of  all  four  precious  metals,  and  that  ever>' 
[cp  of  the  refining  process  will  be  under  strict  laboratory 
ontrol  and  security  In  fact,  National  is  one  of  the  only 
.'finers  in  California  with  the  capability  and  capacity  to 
andle  all  elements  in  house.  And  you  can  take  your 
jttlement  in  gold,  other  precious  metals,  coin,  or  check. 


Don't  Let  Your  Company's  Profits 
End  Up  in  a  Middleman's  Pocket! 

Discover  for  yourself  the  many  benefits  of  dealing  with 
one  of  the  nation's  leading  refiners  of  precious  metals. 
There's  a  trained  professional  waiting  to  take  your  call. 
We  offer  free  pickup,  assure  fast  and  accurate  settlements, 
and  provide  prompt,  personal  service  that  gives  you  a 
higher  return  on  \'Our  precious  metal  scrap. 

Call  National  Today! 


NATIONAL  REFINING  CORPORATION* 

1040  North  Batavia,  Unit  D,  Orange,  California  92667 
Call  Toll  Free^ 
1-800-822-8849 
(In  California,  Call  714-771-7280) 
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Designed  in  Spain, 
created  in  Spain, 
inspired  by  Spain. 

When  you  look  at  the  latest 
creations  from  the  Spanish 
fashion  scene,  it's  easy  to  see 
why  their  designers  are  causing 
such  a  sensation  in  the  capitals 
of  Europe. 

And  it's  not  hard  to  see 
where  they  find  their 
inspiration. 

In  Spain,  it  is  all  around  them. 
In  the  legacy  of  masterpieces  by 
such  artists  as  El  Greco,  Goya, 
Picasso...  In  the  greatness  of  its 
medieval  and  modern 
architecture.  Inspiration  is  there, 
too,  in  the  mountains  with  their 
ever  changing  hues,  in  the 
seascapes  and  in  the  sunlit 
villages. 

Here  you  see  creations  by 
stunning,  daring,  original 
designers  and  so  irresistible 
that  everyone  wants  to  take 
some  Spanish  fashion  home 
with  them. 

After  all  it  does  offer  the  most 
exciting  designs  under  the  sun. 

Spain.  Everything 
under  the  sun. 


Abracadabra  Company 
discovers  magical  solution 
to  excess  inventory. 


An  exclusive  trade  agreement  between  Abracadabra  Com- 
pany and  The  Allan  R.  Hackel  Organization  turned  a  warehouse  full 
of  magicians'  top  hats  into  full-color  advertising  pages  in  several 
national  magazines.  Thirteen  thousand  toppers  (strictly  old  hat) 
have  disappeared  from  the  warehouse  shelves.  They  were  replaced 
with  heady  possibilities  for  introducing  the  company's  new  product 
line  —  electronic  rabbits  —  to  the  world. 

The  transformation  took  place  under  the  direction  of  The 
Allan  R.  Hackel  Organization,  one  of  the  nation's  leading  trading 
companies.  Hackel  turned  Abracadabra's  deficit  into  full  profit  by 
re-marketing  the  outdated  top  hats  and  providing  the  manufac- 
turer with  valuable  trade  credits,  redeemable  for  television,  radio 
and  national  print  media  advertising,  premiums,  travel 
incentive  programs,  hotel  accommodations,  products, 
services  and  much  more.  This  win-win  arrangement 
means  that  there  were  no  liquidations,  close-outs, 
deep  discounts,  write-downs,  or  write-offs.  Just  happy 
trading  partners. 

The  rabbit  campaign  is  already  hopping. 


1 


YES, 


F,  I'd  like  to  turn  my  excess  inventory  into 
profit.  Please  send  me  a  complimentary  copy  of 
Re-Marketing  Kit  '89,  a  complete 
guide  to  successful  business  trade 
arrangements. 


B 

o 


.  {//itnfA.fmu  Ae/ 

An  Internati(»ial  Tradoig  C(Hn^ny  Foundetl  in  1954 

I  Or,  if  you  can't  wait  for  the  mail 

j  call  Michael  Reese  at  1-800-541-9774.  In  Massachusetts,  call  617-965-4400. 
I 

I  NAME  

I 

I  TITLE  COMPANY  


ADDRESS 


CITY/STATE/ZIP 


PHONE 


Send  to:  Michael  Reese,  Marketing  Department,  The  Allan  R.  Hackel  Org.,  Inc.,  Box  69,  Newton  Centre,  MA  02159 
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AN  OPTIMIST  WOULD  SAY  IT  IS 

HALF  FULL.  A  PESSIMIST 
WOULD  SAY  IT  IS  HALF  EMPTY 


HANSON  WOULD  SAY 
"WHAT  IF  THE  GLASS  BREAKS?" 

We  watit  our  shareholders  to  sleep  soundly  at  night.  And  our  concern 
for  their  nocturnal  slumbers  is  evident  in  every  business  decision  we  make. 
Caution  and  common  sense  are  our  watchwords. 

Unlike  some,  the  first  question  we  ask  ourselves  is  never,  'What  will  we 
gain  from  this?'  It  is  always,  'What  will  we  lose  if  things  go  wrong?' 

Our  attention  to  the  downside  has  not  been  without  its  rewards. 

In  25  years,  we  have  grown  from  humble  beginnings  to  a  company  with 
sales  of  over  $12  billion.  And  each  year  we  have  achieved  record  profits,  record 
earnings  per  share,  and  paid  record  dividends  to  our  shareholders. 

With  such  a  performance  few  could  criticize  our  logic  in  making  decisions 
that  expose  our  shareholders  to  a  minimum  of  risk. 

At  Hanson,  we  always  focus  our  attention  on  basic  industries  to  avoid  the 
problems  caused  by  high  technology  and  fickle  fashions. 

We  also  find  that  our  mix  of  decentralized  management  and  tight  financial 
controls  encourages  growth  where  the  risk  is  smallest  and  potential  is  greatest. 

Under  our  ownership,  companies  almost  invariably  turn  in  a  far  better 
performance  than  before  we  acquired  them. 

Jacuzzi,  for  example,  is  now  starting  to  show  its  true  potential  with 
increased  profits  of  20%  after  just  two  years  of  our  ownership. 

At  Grove,  our  crane  company,  profits  have  more  than  doubled  since 
becoming  part  of  Hanson  in  1987. 

And,  SCM  Glidco  Organics  had  an  operating  loss  in  1986.  Last  year, 
after  two  years  as  a  Hanson  company,  it  made  more  than  $15  million. 

These  are  but  three  of  our  many  companies  here  in  the  United  States 
and  in  the  UK. 

But  none  of  them  would  now  be  part  of  Hanson  if  we  thought  them  so  risky 
as  to  place  our  shareholders'  money  in  jeopardy. 

Thus,  our  shareholders  occasionally  can  afford  to  fill  their 
glasses  with  champagne. 

Before  turning  in  for  their  customary  good  night's  sleep. 


HANSON 


Jacuzzi  •  Smith  Core 


Imperial  Toba' 


■  Farbervvare  •  Ames  Tools  -  Grove  Crane  •  London  Brick  ■  Hanson  Lighting  ■  SCM  Chemicals  ■  Universal  Gym  -  British  Ever  Ready  ■  Ground  Round 
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The  Success 
Hasn't  Gonelb 


Our  Price. 

Since  its  introduction,  the  Peugeot  405  has 
been  enjoying  the  rarefied  kind  ol  success  only  a 
landmark  automobile  can  enjoy. 

it  impressed  pAirope's  most  discriminating 
automotive  j(»urnalists  as  no  car  ever  had  belore, 
winning  the  coveted  European  Car  ol  the  Year 
award  lor  I9H8  bv  the  widest  margin  in  histf)ry. 

Its  debut  in  America  was  no  less  auspi- 
cious. In  grand  style  it  won  the  Motoring  Press 
Association's  MesI  lmj)orted  (Jar  lor  1989  (tut- 
shining  established  stars  like  the  Mercedes- Fienz 
190,  the  BMW  535,  and  the  Acura  Legend  Coupe. 
All  cars  that  are  legenilary  lor  their  performance. 


And  legendary  lor  theii'  price. 

Happily,  as  you  can  see,  all  this 
praise  hasn't  swelled  the  405's  price. 
And  included  in  it  are  many  standard 
amenities  like  air-conditioning  with 


405 

PL 

s 

$t7,7(m* 

Mi  16 
SJOJOO* 


automatic  climate  control  and  power 
door  locks.  As  well  as  the  protection 
of  a  3-year/36,000-mile  Bumper-to- 
Bumper  limited  warranty;  a  5-year/ 
50,t)00-mile  limited  powertrain 
warranty;**  and  the  most  cf)m[)rehensive  roadside 
assistance  plan  available:  (^>.*** 

So  why  not  call  1-800-447-2882  lor  the 
name  of  a  dealer  where  you  can  investigate  one  of 
the  best  automotive  values  on  the  market  today: 
Th<'  front-wheel  drive  Peugeot  405.  It'll  grant  you 
the  experience  of  driving  a  wf)rld  class  automobile 
And  spare  you  the  experience  of  paying  for  one. 
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III  a. I. Ill  Ii.'.laiiilanl  aiiMiiilM  -  MM  III  I. .11.. I.  ill,'  III',  s  .  ,„„,'.  uilli  |i.,u,'i  in  ,i,„,l.  ,  rii  i-,- ,  .,iil  1 ,  ,1   1  I  lanmi  aiili  ill,  II  \M/I  M  ,  a^s.M,  ,1,,  k 
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IAS  BUSH  BLOWN  HIS  BEST  CHANCE 
FOR  PROGRESS  ON  THE  DEFICIT? 


r 


s  opening  acts  go,  it  wasn't  boffo.  The  budget  agree- 
ment announced  by  President  Bush  and  congressional 
negotiators  on  Apr.  14  was  greeted  in  Washington  by 
isses,  catcalls,  and  cries  of  "fraud."  And  things  may  only  get 
orse.  By  doing  the  bare  minimum  needed  to  meet  the  coming 
^ar's  deficit  targets,  budgeteers  have  made  the  job  of  mean- 
gful,  long-term  deficit  reduction  harder  than  ever. 
The  congressional  leadership  and  Budget  Director  Richard 
.  Darman  contend  that  by  wrapping  up  the  fiscal  1990  bud- 
3t  quickly  and  painlessly,  they've  established  mutual  trust 
id  set  the  stage  for  more  significant  deficit- 
itting  measures.  The  most  optimistic  among 
lem  see  talks  on  a  big  1991  deal  starting  as 
irly  as  June. 

But  many  key  lawmakers  think  the  opportunity 
ir  serious  action  this  year  has  passed.  And  the 
)tion  that  either  the  White  House  or  Congress 
ill  be  more  likely  to  take  painful  steps  in  an 
ection  year  strikes  many  as  farfetched. 
JFFLED  FEATHERS.  That's  why  some  powerful 
emocrats  are  teeing  off  on  the  agreement.  Sen- 
e  Finance  Committee  Chairman  Lloyd  Bentsen 
)-Tex.)  refused  to  back  the  deal.  The  Finance 
mel  has  jurisdiction  over  nearly  half  of  the 
aimed  $28  billion  in  deficit  reduction.  Others  on 
e  warpath  include  J.  Bennett  Johnston  (D-La.),  a  senior 
ember  of  the  Senate  Appropriations  panel,  and  Senate  Com- 
erce  Committee  Chairman  Ernest  F.  Hollings  (D-S.  C).  Some 
this  anger  is  a  result  of  the  hurt  feelings  of  powerful 
wmakers  who  were  cut  out  of  the  action.  But  much  of  it  is 
al  frustration  that  Bush  squandered  the  goodwill  he  had 
lilt  up  in  three  months  of  stroking  congressional  egos. 
Trying  to  soothe  all  of  these  ruffled  senatorial  feathers  may 
1  ke  months.  That  job  will  be  tough  because  these  budget 
;terans  know  flimflam  when  they  see  it.  On  paper,  the  deal 
ims  the  fiscal  1990  deficit  by  $28  billion.  But  budget  experts 
timate  that  all  but  $5  billion  of  the  deficit  reduction  comes 
'  om  accounting  gimmicks  and  wishful  thinking.  An  example: 


The  deal  "saves"  nearly  $1  billion  by  advancing  a  1990  farm- 
subsidy  payment  into  1989. 

Furthermore,  it  will  take  Congress  most  of  the  summer  to 
turn  the  sketchy  budget  deal  into  legislation.  For  instance,  the 
White  House  and  lawmakers  called  for  a  $5.3  billion  tax  in- 
crease— but  didn't  agree  on  where  the  new  revenues  might 
come  from.  A  long,  messy  battle  over  details  of  the  1990 
budget  will  make  it  tough  to  focus  on  '91. 
SLIDING  BY.  What  will  the  budgeteers  talk  about  once  they  do 
sit  down?  Hopes  for  a  broad  multiyear  agreement  in  round 
one  fell  apart  because  Bush  wouldn't  budge  on 
his  refusal  to  raise  taxes.  The  Administration 
didn't  push  very  hard  for  spending  cuts,  either. 
That  made  it  easy  for  Congress  to  slide  by. 

There  is  still  a  longing  on  Capitol  Hill  for  a  big, 
long-term  deal  that  would  get  the  deficit  issue  off' 
the  table.  But  for  that  to  happen.  Bush  must 
endorse  a  big  tax  hike  in  exchange  for  Democrat- 
ic support  for  cuts  in  domestic  programs,  includ- 
ing a  slowdown  in  medicare  spending. 

Bush  aides  say  it's  too  close  to  the  1988  election 
for  the  President  to  retreat  from  his  no-tax 
pledge.  But  some  hint  privately  that  Bush  will 
accede  to  the  tax  hikes  when  he  feels  the  time  is 
right.  One  possibility:  The  Administration  must 
re-estimate  the  fiscal  1990  deficit  in  August.  If  it  uses  realistic 
economic  assumptions,  the  budget  agreement  will  fall  short  of 
its  goal  by  billions  of  dollars.  That  could  spur  an  inside-the- 
Beltway  crisis  that  might  give  Bush  the  cover  he  needs  to  sign 
on  to  a  tax  hike. 

But  absent  such  a  high-risk  maneuver,  or  a  sudden  down- 
turn by  financial  markets  that  now  seem  blase  about  the 
deficit,  it  is  hard  to  see  why  Bush  would  agree  to  a  tax  hike  in 
the  summer  when  he  so  steadfastly  opposed  one  in  the  spring. 
And  unless  he  has  a  change  of  heart,  negotiations  on  the  1991 
budget  will  be  even  less  successful  than  the  latest  dismal 
exercise. 

Bi/  Hoivard  G  leek  man 


&PITAL  WRAPUPi 


1EALTH 


Congress  is  ready  to  grant  employ- 
ers relief  from  some  hated  new 
ax  rules  on  health  benefits.  But  the 
nove  is  splitting  the  business  commu- 
lity.  Small  companies  are  delighted 
hat  House  Ways  &  Means  Committee 
!  Chairman  Dan  Rostenkowski  (D-Ill.) 
ind  a  bipartisan  majority  of  his  panel 
re  willing  to  push  for  a  drastic  simpli- 
ication  of  the  rules,  known  as  Section 
'9.  The  complex  requirements,  part  of 
he  1986  Tax  Reform  Act,  are  designed 
0  make  it  hard  for  companies  to  offer 
nore  lucrative  health  benefits  to  top 
ifficials  than  to  average  employees. 
Jnder  the  Rostenkowski  plan,  busi- 


nesses would  be  given  an  easy  way  to 
provide  one  plan  for  the  bulk  of  their 
workers  and  more  generous  benefits 
for  highly  paid  employees. 

Big  corporations,  which  have  less 
trouble  complying  with  Section  89  than 
their  smaller  brethren,  fear  the  propos- 
al could  create  a  lot  of  new  problems. 
Their  major  worry  is  that  technical  lan- 
guage in  the  law  would  make  it  harder 
to  offer  the  popular  "cafeteria  plans." 
These  schemes  let  employees  pick  and 
choose  from  among  tax-exempt  and 
taxable  benefits.  The  Employers  Coun- 
cil on  Flexible  Compensation,  a  lobby- 
ing group,  is  warning  members  that 
many  cafeteria  plans  would  become  il- 
legal under  Rostenkowski's  approach. 


DEFENSE 


Corporate  lawyers  view  the  Apr.  13 
conviction  of  two  Teledyne  Elec- 
tronics vice-presidents  as  a  bad  omen 
for  top  officials  of  companies  implicat- 
ed in  the  "111  Wind"  defense  procure- 
ment scandal.  U.  S.  Attorney  Henry  E. 
Hudson  won  the  conspiracy  and  wire- 
fraud  convictions  even  though  he  could 
not  produce  direct  evidence  that  the 
executives  knew  that  their  consultants 
had  bribed  a  Navy  official.  The  Tele- 
dyne  case  was  the  first  to  go  to  trial, 
although  14  individuals  and  companies 
have  pleaded  guilty.  Lawyers  think  in- 
dictments of  senior  officials  of  other 
contractors  may  be  coming. 


^  HINGTON  OUTLOOK 
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ASIA  I 


THE  ASIANS  ARE  BRACING 
FOR  A  TRADE  SHOOT-OUT 
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On  Apr.  30  the  U.S.  will  issue  a  target  list  of  unfair  practices 
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Across  the  street  from  the  White 
House,  executives  of  a  new 
South  Korean  airline  toasted 
their  $1  bilHon  purchase  of  planes  from 
Boeing  Co.,  while  Seoul's  top  trade  offi- 
cials fanned  out  across  Washington 
clutching  their  own  shopping  lists.  Not 
to  be  outdone,  Taiwanese  officials  ar- 
rived with  a  plan  to  shave  the  country's 
$10.4  billion  trade  surplus  with  the  U.  S. 
by  107'  a  year.  And  Tokyo's  top  trade 
bureaucrat  visited  the  U.  S.  capital  to 
talk  up  Japanese  imports  of  American 
products. 

The  reason  for  the  dii)lomatic  blitz: 
Japan  and  East  Asia's  premier  trading 
nations  believe  that  the  U.  S.  is  about  to 
hit  them  with  trade  targeting.  On  Apr. 
30,  U.  S.  Trade  Representative  Carla  A. 
Hills  will  issue  a  broad  report  on  the 
unfair  foreign  trade  practices  used  by 
most  of  the  Asian  exporters.  Although 
India,  Brazil,  and  member  nations  of  the 
European  Community  are  also  involved, 
the  majority  of  complaints  that  Hills  is 
v/eighing  are  against  Japan,  South  Ko- 
rea, Taiwan,  and  Thailand.  As  required 
by  a  provision  in  last  year's  I  rade  law — 
widely  called  "Super  301" — Hills  will 
then  use  this  report  card  to  identify  "pri- 
ority" countries  the  U.  S.  wants  to  open 
up,  and  that  will  set  off  long  and  gruel- 


ing negotiations  with  those  countries. 

Although  the  bureaucratic  gears  could 
grind  away  for  as  long  as  three  years 
before  any  retaliation  is  ordered,  the 
Asians  are  treating  Washington's  hit  list 
as  an  indictment.  "Once  Japan  is  identi- 
fied as  a  priority  country,"  says  Takeshi 
Isayama,  a  director  of  Japan's  Ministry 
of  International  Trade  &  Industry,  "it 
will  focus  attention  on  Japan  as  'the  ene- 
my.' "  If  Hills  follows  through  on  even 
half  the  industry  complaints,  a  surpris- 
ingly broad  range  of  products  could  be 
put  on  the  table.  The  Administration  will 
then  be  required  to  measure  the  dollars- 
and-cents  progress  in  selling  them  with- 
in specified  time  periods. 
BIG-STICK  TACTICS.  For  now,  the  increas- 
ingly prosperous  Asians  say  that  if 
they're  named,  they  won't  accede  to 
U.  S.  demands.  Government  and  busi- 
ness leaders  in  Tokyo,  Seoul,  Taipei, 
and  Bangkok  maintain  that  they've  al- 
ready cooperated  enough  to  redress 
U.  S.  trade  imbalances,  and  that  for 
domestic  political  reasons  they  can't 
cave  in.  In  Korea  and  Taiwan,  for  exam- 
ple, resentment  of  Washington's  big- 
stick  tactics  may  provoke  a  political 
backlash  that  could  threaten  other 
American  interests.  "If  I  am  your  friend 
and  you  use  Super  301  against  me,  I 


will  resist,"  one  Taiwan  official  says,  tal  lasts 

But  with  some  Asian  nations  export- 
ing one-quarter  to  one-half  of  their  out- 
put to  the  U.  S.,  few  in  Washington  take 
their  bluster  seriously.  Administration  k 
officials  see  the  flurry  of  last-minute  ffls, A; 
pledges  mostly  as  exercises  in  public  re- 
lations, and  in  Congress,  the  Senate  Fi-lesasj 
nance  Committee  wants  Hills  to  cite  Ja- 
pan as  the  foremost  target  country 
Commerce  Secretary  Robert  A.  Mos- 
bacher,  noting  that  Korea,  Japan,  and 
Taiwan  account  for  nearly  half  the  U.  S, 
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ASIAN  TRADE  BARRIERS 
THE  U.S.  COULD  HIT 

SOUTH  KOREA    Electronics,  movies, 
film  and  cameras,  fruit,  candy,  nuts,  pat- 
ent protection 

MPAN    Electronics,  telecommunica- 
tions equipment,  auto  parts,  film  and 
cameras,  construction  services,  rice, 
product  distribution,  patents 
TAIWAN    Movies,  auto  parts,  electron- 
ics, rice,  soda  ash 

INDIA    Electronics,  movies,  film  and 
cameras,  patent  protection 

DATA:  OFFICE  OF  THE  U,S.  TRADE  REPRESENTATIVE 
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rade  j?ap,  emerged  from  a  meeting  with 
he  Koreans  on  Apr.  17  to  say:  "Assur- 
nces  are  nice,  but  they  don't  mean 
luch  until  you  can  see  CIF:  Cash  In 
'ist." 

Asian  trade  officials  say  that  such 
hange  takes  time.  Japan's  bureaucrats 
oint  out  that  they  have  stoked  up  their 
omestic  economy,  appreciated  the  yen 
y  1007'  since  1985,  and  are  buying  some 
42  billion  in  American-made  goods — 
bout  one-third  more  than  previously. 
We  think  we're  doing  our  homework," 
ays  one  official  at  Japan's  Foreign  Af- 
lirs  Ministry.  Even  so,  Japan's  $50  bil- 
on  surplus  with  the  U.  S.  may  actually 
e  growing. 

ACK  OF  COMPETITIVENESS.'  Taiwan  also 
lised  its  currency  417"  against  the  dol- 
.r  since  late  1985  and  slashed  import 
uties  on  thousands  of  products.  Tariff 
ats  go  into  effect  on  July  1  on  4,000 
ems.  The  Koreans  lowered  tariffs  and 
beralized  dozens  of  laws  that  discour- 
sed imports,  and  on  Apr.  8  said  they 
ould  open  their  market  to  243  agricul- 
iral  and  food  imports  over  the  next 
iree  years. 

Although  numerous  trade  restrictions 
ill  exist,  Asian  businessmen  say  Ameri- 
m  exporters  are  also  at  fault  for  not 
arning  their  languages  and  trying  to 
ill  goods  they  want.  "U.  S.  businesses 
ame  foreigners  for  their  lack  of  com- 
jtitiveness,"  says  Young  Soo-Kil,  econ- 
nist  at  the  Korea  Development  Insti- 
ite,  when  they  often  don't  spend  any 
me  or  effort  to  adapt  their  products  to 
cal  tastes. 

As  the  trade  pressure  rises,  anti- 
mericanism  is  growing.  In  Thailand, 
orea,  and  Taiwan,  resentment  of  U.S. 
I -assure  is  a  palpable  threat  to  govern- 
1-  ents.  A  growing  number  of  Thais  view 
(Operation  with  the  U.  S.  on  trade  is- 
les as  national  capitulation.  Asks  one 
lai  intellectual:  "Who  are  the  Ameri- 
.ns  to  tell  us  what  to  read,  to  view,  to 
it,  and  to  consume?" 
One  irony  not  lost  on  the  Asians  is 
at  the  new  U.  S.  trade  policy  borrows 
ost  from  their  own  systems,  which  are 
asterful  examples  of  government-busi- 
;ss  trade  coordination.  The  emerging 
nanaged  trade"  approach  means  that 
'er  time  Asian  nations  would  be  ex- 
!Cted  to  increase  imports  of  American 
)ods  to  a  fixed  percentage  if  they 
anted  to  continue  selling  in  the  U.  S. 
"We  already  have  managed  trade  of  a 
■rt  with  the  U.  S.  in  autos,  chips,  tex- 
es,  color  TVs,"  says  Yoshio  Nakamura, 
iputy  director  for  international  eco- 
>mic  affairs  at  Keidanren,  the  associa- 
)n  of  Japan's  big  companies.  "What 
■36  do  you  want?"  The  answer  from 
ashington  is:  results. 

By  Amy  Borrus  in  Tokyo,  with  Laxmi 
akarmi  iyi  Seoul,  Dirk  Bennett  in  Taipei, 
ad  Paul  Magnusson  in  Washington 


SOVIET  UNION  I 


'I'LL  TAKE  IT.  WHAT  IS  IT?' 
THE  SHOPPING  SPREE  IN  RUSSIA 


With  the  currency  tanking,  Soviets  grab  whatever  goods  they  can  get 


T' 


Irading  is  brisk  these  days  at  Al- 
maz,  a  jewelry  store  dating  to 
prerevolutionary  times  on  Mos- 
cow's Stoleshnikov  Lane.  Customers 
plunk  down  18,000  rubles— $29,000  at 
the  official  exchange  rate  (table) — for  a 
gold  bracelet  or  diamond  ring.  "It 
doesn't  make  sense  to  save,"  says  Rima 
Gromyeva,  hunting  for  a  silver  pin.  "It's 
better  to  spend — and  the 
sooner  the  better.  Everyone 
knows  the  ruble  is  falling  in 
value."  Indeed,  a  ruble,  which 
the  government  says  is  worth 
$1.63,  now  fetches  only  7$  on 
the  illegal  black  market — a 
third  of  its  street  value  only 
two  years  ago. 

Fear  that  the  government 
will  officially  devalue  the  ru- 
ble and  jack  up  the  prices  of 
many  goods  is  driving  Soviet 
shoppers  into  a  spending  fren- 
zy. Across  the  country  even 
longer  lines  than  usual  are 
greeting  buyers  of  such  typi- 
cally scarce  items  as  toilet  pa- 
per and  soap.  But  Soviets  are 
also  sinking  their  savings  into 
rugs,  art,  and  jewelry.  "There 
is  simply  no  other  place  to  put 
your  money,"  says  Olga  Kie- 
selova,  who  traveled  800  miles 
to  shop  in  Moscow. 

FUELING  INFLATION.  Soviet 
shoppers  have  no  shorUxge  of 
rubles  to  spend.  Workers'  av- 
erage wages  rose  an  estimat- 
ed 8%  last  year,  creating  a 
mountain  of  78  billion  in 
spendable  rubles.  But  with 
Soviet  industry  still  unable  to 
produce  enough  consumer  goods,  shop- 
pers have  little  to  buy.  The  buildup  in 
cash  is  fueling  inflation,  which  is  run- 
ning at  67'  to  8'a  ,  estimates  Washington 
consultant  PlanEcon  Inc. 

Throwing  a  bone  the  consumers'  way, 
the  Kremlin  plans  to  set  up  an  emergen- 
cy fund  to  import  an  additional  5  billion 
rubles'  worth  of  Western  consumer 
goods,  including  razor  blades  and  panty- 
hose. But  that  will  only  postpone  in  the 
problem.  Economist  Nikolai  Shmelev  ar- 
gues that  the  government  should  double 
its  net  foreign  debt,  now  $24  billion,  to 
finance  a  wave  of  Western  imports. 

Others  ai'gue  that  only  freeing  prices 
and  making  the  ruble  fully  convertible 
into  hard  currencies  will  ease  the  short- 


ages. But  changing  the  Soviet  price  sys- 
tem is  too  explosive  an  issue  to  be  un- 
dertaken just  yet.  Although  prices  for 
vegetables  may  be  freed  next  year,  full- 
scale  reform  of  retail  prices  isn't  likely 
until  the  mid-1990s. 

Many  observers  say  it  will  take  until 
the  end  of  the  next  decade  to  make  the 
ruble  fully  convertible,  but  the  govern- 


SOVIET  PHARMACY:  RUBLES  GET  7C  ON  THE  BLACK  MARKET 


ment  is  quietly  testing  the  waters.  In 
March,  the  Soviet  Bank  for  Foreign  Eco- 
nomic Affairs  allowed  factories  with 
hard  currency  earned  from  exporting  to 
the  West  to  auction  the  funds  to  other 
Soviet  enterprises.  At  the  secret  sale, 
the  ruble  traded  for  just  9$  to  10$.  Even 
so,  the  Soviets  plan  to  hold  regular  auc- 
tions starting  in  May. 

Such  small  steps  won't  stop  the  spend- 
ing spree,  and  as  shortages  worsen,  the 
government  may  be  forced  to  make  an- 
other big  buy  of  Western  consumer 
items  just  to  have  something  on  the 
shelves.  For  now,  Soviets,  who  have 
heard  too  many  promises  of  a  better  life, 
will  keep  stockpiling  goods. 

By  Peter  Galuszka  in  Moscow 
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BRITAIN  I 


THATCHER'S 
NEW  REVOLUTION 


A  set  of  radical  reforms  worries  even  her  staunchest  supporters 


On  May  4,  Margaret  Thatcher, 
now  the  West's  longest-serving 
political  leader,  will  have  spent 
an  entire  decade  in  power.  To  celebrate 
the  extraordinary  tenure — the  longest 
for  a  British  Prime  Minister  in  this  cen- 
tury— the  Tory  Party  faithful  plan  a 
power  luncheon  at  London's  Carlton 
Club  and  cocktails  at  headquarters.  But 
those  who  know  Thatcher  say  she'll  be  a 
reluctant  guest.  The  irrepressible  politi- 
cian, now  two  years  into  her  third  term, 
is  likely  to  consider  the  festivities  a  bit 
tedious  when  there's  so  much  of  British 
society  left  to  transform.  Like  Mao,  says 
former  Labor  Chancellor  Denis  Healey, 
half-joking,  Thatcher  "believes  in  the 
permanent  revolution." 

Never  mind  that  "Thatcherism"  has 
now  entered  the  vocabularly  as  the  word 
of  choice  for  a  generation  that  looks  to 
the  market  for  all  its  answers.  Never 
mind  that  the  Prime  Minister  is  near  the 
top  of  any  list  of  world  leaders  with 
clout.  For  Thatcher  herself,  there's  only 
work  to  do. 

Just  as  she  once  pioneered  in  reducing 
government's  role  in  industrial  policy, 
the  Prime  Minister  is  now  pushing  to 
turn  the  Britain  of  the  early  1990s  into  a 
laboratory  for  right-wing  social  experi- 
ments. Thatcher  is  intent  on  injecting 
the  free  market  into  a  wide  array  of 
welfare-state  services,  from  education 
and  health  care  to  job  training  and  pris- 
ons. She  is  extending  state  sell-offs  into 
new  areas,  such  as  water  supply,  rail, 
even  highways.  And  she  has  taken  dead 
aim  at  entrenched  interests,  such  as  law- 
yers and  doctors.  By  expanding  her 
reach  to  these  areas,  says  John  Banham, 
director  general  of  the  Confederation  of 
British  Industry,  Thatcher  is  attempting 
to  "shift  the  frontiers  of  the  [jublic  and 
private  sectors." 

'A  LIT  FUSE.'  But  if  she  was  able  to  win 
backing  for  the  first  stage  of  her  revolu- 
tion. Phase  II  promises  to  be  an  uphill 
climb.  This  time,  Thatcher  is  challenging 
sacrosanct  institutions  and  deeply  held 
views  about  the  role  of  the  state.  More- 
over, the  middle  class,  the  backbone  of 
Conservative  support,  is  a  target  of  the 
reforms. 


Already,  Thatcher's  proposals  have 
touched  off  a  firestorm.  Parents  of  uni- 
versity students  are  worrying  about  hav- 
ing to  pay  school  fees.  Lawyers  are  wag- 
ing a  multimillion-dollar  publicity 
campaign  to  defeat  her  plans  to  elimi- 
nate the  two-tier  legal  system  of  solici- 
tors and  barristers.  And  the  medical  pro- 
fession is  unified  in  its  opposition  to 
Thatcher's  scheme  to  introduce  competi- 
tion into  the  health  system. 
MORE  EFFICIENT.  In  fact,  the  most  con- 
tentious test  centers  on  the  National 
Health  Service,  which  provides  90?!  of 
Britain  with  free  medical  care  and  is 
Europe's  largest  employer.  Pollster  Rob- 
ert M.  Worcester  of  Market  Opinion  Re- 
search International  says  health  is  "a  lit 
fuse"  for  Thatcher  that  could  explode 
into  broad  middle-class  dissent  if  re- 
forms don't  improve  the  NHS. 

Thatcher's  aim  is  to  make  the  NHS 
more  efficient.  Hospital  waiting  rooms 
are  crowded,  and  some  elective  surgery 
can  take  years  to  schedule.  The  reforms 
would  create  an  internal  market  within 
the  state  system,  forcing  hospitals  to 
compete  for  government  funds  on  the 
basis  of  costs  and  service.  But  the  prob- 
lem, say  some  experts,  is  not  so  much 
supply  as  demand.  Britain  spends  just 
5.9'/  of  its  gross  national  product  on 
health  care,  about  half  the  U.  S.  rate  and 
much  less  than  that  of  other  European 
countries.  New  technology  and  rising  ex- 
pectations are  pushing  demand  up  much 
faster  than  government  funding.  Some 
fear  that,  in  the  interest  of  running 
more  patients  through  the  system,  the 
would-be  reforms  could  result  in  second- 
class  treatment  for  long-term  patients 
such  as  the  mentally  ill  and  the  elderly. 

Universities  will  also  test  Thatcher's 
resolve.  Only  157'  of  students  go  on  to 


Now  10  years  at  the  hehn, 
she  aims  to  bring  the  free 
market  into  social  services- 
from  education  to  prisons 


university  these  days — less  than  half 
U.  S.  rate — and  the  government  wantsj: 
that  to  reach  20%  by  the  mid-1990s.  Butlt-  - 
increased  funding  will  have  to  come  le 
from  students  themselves  and  the  pri- ;[« i 
vate  sector.  University  dons  across  the  ad  torn 
country,  often  disdainful  of  business,  frosts, t 
are  having  to  swallow  hard  and  plunge  Surpnsi 
into  fund-raising.  Oxford  University -a  - 
Vice-Chancellor  Sir  Patrick  Neill  com- 
plains that  the  government's  reformist 
zeal  has  gone  too  far.  "The  market  ethos  wm^h 
is  out  of  place  in  the  world  of  higher » 
education,"  he  says. 

Indeed,  few  social  institutions  escape  ritisritoi 
the  Thatcher  blueprint.  One  pet  idea  of  mi 
the  Prime  Minister's  advisers  is  to  get 
the  government  out  of  industrial  train- 
ing. There  is  talk  of  providing  job-seek- 
ers with  vouchers,  funded  by  businessje 
and  government,  that  would  entitle  them 
to  college  class  work  or  on-the-job  train^ 
ing.  On  the  broadcasting  front,  Thatcher 
plans  to  auction  local  television  fran- 
chises in  1992  to  the  highest  bidders 
rather  than  grant  them  on  the  basis  of 
programming  and  community  service. 
Legendary  state-funded  British  Broad- 
casting Corp.  may  become  a  subscription 
service  when  its  charter  expires  in  1995. 

Thatcher's  scheme  for  lawyers,  too,  is 
touching  a  sensitive  nerve  in  the  Estab- 
lishment. She  considers  the  separation  of 
solicitors  and  barristers  a  restrictive 
practice  and  wants  to  allow  them  to  set 
up  joint,  American-style  law  firms.  And 
to  open  the  legal  system  to  those  who 
cannot  afford  to  retain  a  lawyer,  Thatch- 
er would  permit  law  firms  to  charge  con- 
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n^^ency  fees.  But  critics  charge  that  the 
idcpendence  of  the  system  of  barris- 
■rs — bewigged  lawyers  who  argue  in 
ic  high  courts  on  cases  the  solicitors 
f'cr  to  them — is  at  stake.  That  could 
;ul  to  poorer  service  for  clients  at  high- 
■  costs,  they  say. 

Surprisingly,  even  some  British  indus- 
ialists  are  ambivalent  about  the  new 
nve  of  proposals.  Many  feel  Thatcher 
iorcing  upon  them  new  obligations 
Hilling  from  charitable  and  educational 
uitributions  to  the  financing  of  trans- 
irtation  and  training.  It  is  true  that 
i  ilish  companies  have  racked  up  steady 
linings  gains  and  repaired  their  bal- 
ne  sheets  in  recent  years.  But  they 
ce  an  array  of  economic  pressures, 
om  high  interest  rates  to  preparing  for 
le  intensified  competition  that  Europe's 
)en  market  will  bring. 
G  BROTHERiSM.  Moreover,  some  indus- 
ialists  complain  that  Thatcher  has 
.iled  to  keep  up  her  implicit  part  of  the 
irgain:  Taxes  have  been  rising,  not  fall- 
I  g.  "She's  abandoning  whole  areas  to 
t'  private  sector,"  argues  Sir  John  H. 
ai-vey-Jones,  former  chairman  of  Impe- 
il  Chemical  Industries  PLC.  "Compa- 
ss are  in  better  shape,  but  [now]  they 
ive  burdens  to  face  elsewhere." 
Executives  also  complain  that  the 
■untry's  roads  and  rails  are  creaking 
iiler  the  weight  of  increased  traffic 
III  cuts  in  government  subsidies.  The 
;  )nfederation  of  British  Industry  esti- 
I  ates  that  a  hefty  $25  billion  should  be 
!  lent  over  the  next  few  years  to  over- 
'  lul  the  century-old  systems  that  were 


designed  to  serve  the  colonial  empire. 
But  now  the  future  is  with  Europe,  and 
the  economic  risk  is  clear:  Britain  could 
lose  out  on  the  new  trading  patterns 
come  1992. 

There's  a  paradox  in  Thatcher's  re- 
formist crusade.  While  she  purports  to 
be  unleashing  market  forces  and  individ- 
ual freedom,  critics  charge,  the  Prime 
Minister  is  trampling  on  civil  liberties. 
Thatcher  has  cracked  down  on  press 
freedom,  imposing  prior  restraints  on 
publication  of  defense,  terrorism,  and  in- 
ternational affairs  stories  deemed  to  be 
against  the  public  interest.  It  is  illegal, 
for  example,  to  broadcast  interviews 
with  the  Irish  Republican  Army's  legal 
political  arm,  Sinn  Fein. 

Some  educators  argue  that  by  tighten- 
ing control  on  education  budgets, 
Thatcher  is  treading  on  academic  free- 
dom, effectively  picking  winners  and  los- 
ers among  university  departments. 
Those  that  can't  meet  new  budget  and 
quality  standards  will  be  closed.  Techni- 
cal schools  are  now  forced  to  indicate  to 
government  the  relevance  of  their 
courses  to  industry  and  the  role  com- 
merce plays  in  funding  them. 
WARNING  SIGNS.  As  yet  neither  the  La- 
bor Party  nor  any  other  opposition  has 
mounted  an  effective  challenge  to 
Thatcher.  But  the  Tories  cannot  afford 
to  ignore  some  flashing  danger  signs, 
especially  as  elections  loom,  scheduled 
for  no  later  than  1992.  Hard-won  eco- 
nomic gains  are  being  eroded  by  interest 
rates  of  137c  and  an  inflation  rate  of 
7.97,  both  the  highest  among  industrial- 


ized countries.  Planned  sell-offs  of  elec- 
tricity and  especially  water  utilities  are 
generating  unprecedented  opposition 
from  environmentalists  and  consumers. 
The  chasm  between  the  haves  in  the 
Southeast  and  the  have-nots  in  the  Rust 
Belt  of  the  North  remains.  Admits  Tory 
Party  Chairman  Peter  Brooke:  "We  are 
fighting  on  slightly  more  fronts  than  we 
intended." 

But  Thatcher  has  taken  on  the  nay- 
sayers  and  overcome  enormous  obsta- 
cles before.  Only  eight  years  ago  the 
British  economy  seemed  hopelessly 
mired  in  ruin,  its  managers  defeated  and 
its  unions  ascendant.  That  was  before 
tough  economic  medicine  and  labor  laws 
wrung  out  the  inefficient  and  brought 
unions  to  heel.  Putting  Britain  atop  the 
industrial  world's  growth  league  this  de- 
cade, coupled  with  determination  to 
press  ahead  against  public  opinion,  have 
been  Thatcher's  hallmarks.  Says  the 
Conservative  Party's  Brooke:  "The 
Prime  Minister  is  peculiarly  free  of  the 
British  disease  of  finding  reasons  for 
not  doing  something." 

On  the  eve  of  her  10th  anniversary, 
Thatcher  may  be  facing  a  watershed  for 
Britain  and  for  herself.  Until  now,  even 
as  people  grouse  about  her  economic  pol- 
icies, they  have  overwhelmingly  support- 
ed her  at  the  polls.  But  as  she  imposes 
her  will  on  the  country's  very  personal 
way  of  life,  Britons  may  begin  to  ques- 
tion just  how  far  they  want  to  go  with 
the  Thatcher  revolution. 

By  Richard  A.  Melcher,  with  Mark 
Maremont,  in  London 
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Good  help  isrft  hard  to  find.  If  s  waiting 
in  fine  at  the  fax  machine. 


Does  it  ever  seem  like  tlie  people  who  work  for 
you  are  spending  more  time  at  the  fax  machine 
and  less  time  at  their  desks? 

With  Western  Union's  OfficeAccess"'  software 
and  electronic  messaging  services  you  can  keep 
them  out  of  the  fax  lines.  It  allows  anyone  in 
your  office  to  send  fax  directly  from  the  desktop 


terminal  where  the  message  was  composed. 

With  OfficeAccess  software  on  your  current 
terminal  system,  you  can  communicate  with 
your  customers,  your  suppliers,  your  field  offices 
and  the  general  public  through  electronic  mail, 
telex,  and  Western  Union's  Priority  Mail  Serv- 
ices'" as  well  as  fax.  And  you  can  do  it  all  from 

WESTERN 
UNION 


any  terminal  in  your  office. 

Whether  you're  using  IBM,  DEC,  Wang,  Apple 
or  almost  any  other  system,  OfficeAccess  can  give 
you  a  smarter,  more  efficient  office. 

Call  Western  Union  at  1-800-247-1373,  Dept. 
140.  And  find  out  how  to  help  your  bottom  line  by 
keeping  your  employees  out  of  the  fax  line. 
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EDITED  BY  JOHN  PEARSON 


;UDDENLY,  THE  BUSINESS  OF  ANGOLA 
S  BUSINESS 


n  Luanda,  Angola's  run-down  capital,  carpenters  and  me- 
jlchanics  are  hanging  out  signs  advertising  their  skills,  while 
il  private-car  owners  cruise  the  streets  as  free-lance  taxi 
ivers.  These  stirrings  of  individual  enterprise  reflect  the 
'orts  by  the  Marxist  ruling  party,  the  Popular  Movement  for 
e  Liberation  of  Angola  (MPLA),  to  salvage  the  country's 
attered  economy  by  trying  to  revive  a  market  system.  Like 
)land  and  Hungary,  it  is  looking  to  the  West  for  trade  and 
/estment.  Through  its  only  successful  economic  sector,  oil, 
igola  has  kept  close  links  to  the  U.  S.  all 
mg.  Within  a  few  months,  Angola  expects  to 
inforce  ties  to  the  West  by  joining  the  Interna- 
mal  Monetary  Fund  and  World  Bank. 
But  those  moves  haven't  eased  Washington's 
icial  hostility  toward  Luanda,  which  so  far 
s  done  little  to  liberalize  its  political  system, 
le  U.  S.  cannot  block  Angola's  entry  into  the 
F  because  Europeans  support  it.  However,  the 
ish  Administration  intends  to  keep  sending 
ms  to  the  National  Union  for  the  Total  Inde- 
ndence  of  Angola  (Unita),  led  by  anticommun- 
rebel  Jonas  Savimbi,  to  try  to  force  the  ruling 
rty  to  take  Savimbi  into  a  coalition  govern- 
;nt.  But  President  Jose  Eduardo  dos  Santos 
d  other  MPLA  leaders  calculate  that  a  reviving  economy  and 
owing  business  links  with  the  U.  S.  will  strengthen  their 
nd  to  settle  the  civil  war  on  their  terms,  not  Washington's, 
i  .ey  will  be  aided  by  last  December's  U.  S.-mediated  agree- 
;nt  providing  for  the  withdrawal  of  South  African  and  Cu- 
n  troops  from  Angola  and  for  Namibia's  independence  from 
iiuth  Africa.  The  end  of  fighting  along  the  Angolan-Namibian 
irder  will  allow  the  Angolans  to  open  ofl^shore  areas  to  oil 
impanies  along  their  southern  coast.  Off  the  northern  coast, 
ilds  operated  by  Chevron  Corp.,  Texaco  Inc.,  and  other  com- 
iinies  already  produce  480,000  barrels  per  day.  The  new  acre- 
;ie  will  attract  eager  bidders  because  "Angola  is  a  world-class 
I  province,"  says  a  U.  S.  oil  company  executive.  "It  is  one  of 
]  i  last  non-OPEC  opportunities." 


To  offset  U.  S.  conservatives'  support  for  Savimbi,  Angola  is 
working  to  establish  more  business  links  with  politically  well- 
connected  Americans.  One  such  venture  is  the  5'X  stake  taken 
by  Boston-based  Citizens  Energy  Corp.  in  ofi:"shore  acreage 
operated  by  Continental  Oil  Co.  Citizens,  a  nonprofit  venture 
set  up  by  Representative  Joe  Kennedy  II  (D-Mass.)  to  lower  oil 
costs  to  consumers,  is  now  run  by  his  brother  Michael.  Luanda 
also  heeded  the  advice  of  former  Congressional  Black  Caucus 
Chairman  Mervyn  M.  Dymally,  who  told  Angolan  officials  that 
doing  business  with  African-Americans  is  impor- 
tant in  winning  their  support.  Dick  Griffey, 
chairman  of  Hollywood's  Solar  Records  Inc.  and 
a  leading  political  fund-raiser,  traveled  to  Luan- 
da with  Dymally  and  recently  made  a  deal  to 
buy  Angolan  oil. 

IMPORTED  DIAMONDS.  Angola's  most  influential 
new  partner  is  Maurice  Tempelsman,  chairman 
of  Lazare  Kaplan  International,  a  big  U.  S.  dia- 
mond importer.  Lazare  received  its  first  ship- 
ment in  March  under  a  contract  to  import  $20 
million  worth  of  Angolan  diamonds,  and  Tem- 
pelsman said  the  agreement  should  lead  to  more 
"mutually  beneficial  examples  of  economic  coop- 
eration between  our  two  countries."  Tempels- 
man also  has  long-standing  ties  to  the  mpla's  worst  enemy  in 
black  Africa,  Zairian  strongman  Mobutu  Sese  Seko,  who  al- 
lows U.  S.  arms  shipments  to  Savimbi  through  Zaire.  What's 
more  important  for  Angolans,  though,  is  that  Tempelsman  has 
been  an  influential  voice  on  African  policy  under  Democratic 
and  Republican  Administrations  since  the  1960s.  He  chairs  the 
nonprofit  African-American  Institute,  which  promotes  closer 
U.  S.-Africa  ties  with  funds  partly  from  U.  S.  aid  agencies. 

For  Angola,  the  MPLA  hopes,  such  an  improvement  in  rela- 
tions with  the  U.  S.  should  result  both  from  expanding  busi- 
ness links  and  from  its  shift  toward  private  enterprise.  The 
more  capitalist  Luanda's  government  looks,  the  less  reason 
for  Washington  to  try  to  change  it. 

By  Steve  Aski»  in  Harare 
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rhe  Brazilian  Democratic  Movement 
Party  (PMDB),  Brazil's  biggest, 
isks  breaking  up  at  its  Apr.  29-30  con- 
ention,  slated  to  name  the  party's  can- 
idate  for  the  November  presidential 
lection.  The  PMDB,  a  hodgepodge  of 
iterests,  has  been  hurt  by  its  support 
)r  unpopular  President  Jose  Sarney. 
Leaders  fear  that  the  PMDB's  natural 
indidate,  Ulysses  Guimaraes,  the  72- 
ear-old  party  president  and  Chamber 
f  Deputies  leader,  would  be  a  disaster 
t  the  polls.  In  a  dispute  over  alterna- 
ve  candidates,  rival  factions  threaten 
)  bolt  the  party.  So  far,  only  Orestes 
;uercia,   the   50-year-old   Sao  Paulo 


state  governor,  has  emerged  as  a  pos- 
sible compromise  candidate. 

On  the  right,  for  lack  of  alternatives, 
the  leading  candidate  is  likely  to  be  the 
eccentric,  unaffiliated  former  President 
Janio  Quadros.  In  the  runoff  of  No- 
vember's two-stage  election,  voters 
may  face  a  choice  between  leftists: 
Workers  Party  leader  Luis  Inacio 
"Lula"  da  Silva  and  the  Democratic  La- 
bor Party's  firebrand  Leonel  Brizola, 
the  former  governor  of  Rio  de  Janeiro. 

AUSTRIA-HUNGARY  

Vienna  and  Budapest,  dual  capitals 
of  the  old  Austro-Hungarian  Em- 
pire, are  linking  up  again  as  likely  sites 
of  the  first  world's  fair  to  be  held  si- 


multaneously in  two  cities — and  the 
first  in  the  East  bloc.  The  Paris-based 
International  Bureau  of  Expositions  is 
expected  to  authorize  the  two  capitals 
to  sponsor  a  joint  fair  in  1995. 

For  Budapest,  the  fair  is  part  of 
Hungary's  opening  to  the  West,  while 
Vienna  sees  it  strengthening  the  city's 
role  as  a  gateway  to  the  East.  Consul- 
tant Bechtel  Inc.  estimates  that  the 
fair  will  draw  10  million  visits  to  exhib- 
its in  each  of  the  cities,  which  are  90 
miles  apart. 

One  possible  innovation:  A  passport 
allowing  visitors  to  spend  scrip  at  both 
sites  to  avoid  problems  of  exchanging 
hard  and  soft  currencies — Austria's 
schilling  and  Hungar>''s  forint. 
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IS  THE  BOSS  GETTING 
PAID  TOO  MUCH? 

FOR  THE  FIRST  TIME,  THE  AVERAGE  TOTAL  TAKE  TOPPED  $2  MILLION 
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Scrooge  McDuck,  Walt  Disney's  irascible  version  of 
Charles  Dickens'  miserly  Ebenezer,  never  sat  in  Walt 
Disney  Co.'s  boardroom.  If  he  had,  Chairman  Michael  D. 
Eisner  and  President  Frank  G.  Wells  might  not  have  become 
the  highest-paid  professional  managers  in  the  history  of  Amer- 
ican business.  And  Disney  might  not  be 
doing  so  well. 

For  orchestrating  a  turnaround  of 
Disney,  the  pair  earned  far  more  mon- 
ey in  a  single  year  than  the  legendary 
likes  of  IBM's  Tom  Watson  Jr.  or  Gen- 
eral Motors  Corp.'s  Alfred  P.  Sloan  Jr. 
earned  during  their  tenures  as  heads  of 
American   business   institutions.  Eisner 
pulled  down  $40.1  million  in  total  compensa- 
tion, while  Wells  garnered  $82.1  million. 
NEW  HIGHS.  Those  huge  sums — the  bulk  of 
which  result  from  the  exercise  of  stock  op- 
tions— put  the  pair  at  the  top  of  business 
week's  39th  annual  executive  compensa- 
tion survey.  Corporate  leaders — not 
entrepreneurs  who  built  huge  com- 
panies— were  the  big  winners  in 
1988,   from   former  R.JR  Nabisco 
chieftain  F.  Ross  Johnson  to  the 
heads  of  Bristol-Myers  and  Ral- 
ston Purina.  While  their  numbers 
may  pale  in  comparison  with  the 
$550  million  made  in  1987  by  junk- 
bond  king  Michael  R.  Milken  of 
Drexel  Burnham  Lambert  Inc., 
they  nonetheless  establish  a  new 
standard  for  corporate  pay. 

With  the  help  of  Standard  & 
Poor's  Compustat  Services  Inc., 
BUSINESS  WEEK  surveyed  the  two 
highest-paid  executives   at  354 
companies — 708  executives  in  all. 
The  biggest  surprise:  For  the  first 
time  ever,  the  average  salary  and 
bonus  for  the  CEO  topped  the  $1  mil- 
lion mark,  and  the  average  total 
compensation  jumped  to  more 
than  $2  million.  The  survey 


MICHAEL  D.  EISNER 

By  reversing  Disney's  dismal 
fortunes,  he  made  his  own,  raking 
in  $40.1  million  in  salary,  bonuses, 
and  stock  options 


found  that  the  average  CEO's  salary  and  bonus  rose  17%,  t< 
$1,128,854.  That  increase  is  more  than  double  the  8%  hike 
1987  and  over  three  times  the  5.1'/'  gains  by  middle  manager^?' 
and  professional  employees. 

Add  in  the  value  of  exercised  stock  options  and  other  long 


term  pay,  and  the  boss's  average  total  compensation  climbe(  tir  Cl 
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to  $2,025,485,  up  147'  over  last  year  and  far  in  excess  of  1988'aseciitive; 
inflation  rate  of  4.4'/^.  Indeed,  last  year  350  executives  out  o  »!  bim 
the  708  surveyed  entered  the  Million  Dollar  Club  by  earning  itioBS  to 
total  compensation  of  more  than  $1  million.  jt-c 

Corporate  chieftains  didn't  only  set  new  records  on  th(sriteoi 
pay  scale.  They  also  established  new  highs  in  golden  para  tie 
chutes.  Johnson  left  R-JR  Nabisco  as  chairman  in  February  m  M' 
with  a  package  of  pay,  stock,  and  benefits  that  comes  tc 
$53.8  million — well  above  the  previous  record  set  in  198!  mei 
by  Revlon  Inc.  Chairman  Michel  C.  Berge 

rac,  whose  parachute  unfurled  $3^«rasiiii 
million  in  pay  and  perks 
PRIZE  STEER.  In  an  analysis  linkliMtive 
CEOs'  pay  with  performance  si 
luring  a  three-year  period 
1!USINESS  WEEK  and  CompuS'  ai 
tat  found  that  Allen  Born  i  ]m 
chairman  of  Amiax  Inc.,  anc  a*  t> 
R.  Lee  Taylor  II,  chairmariri 
of  Holly  Farms  Corp. 
gave  their  shareholders  shoira 
the  biggest  bang  for  the  Tae  sys 
buck  (page  48).  Chrysler  bIv  wor 
Corp.'s  Lee  lacocca  and  stoulj- 
Panhandle      Eastern  s  e(|iial 
Corp.'s  Robert  D.  Hun-  aylie  to 
sucker  delivered  the  le  past  i 
least  (page  50).  iii 

And   then   there's  i  \ 
J.  Hugh  Liedtke,  chair- 
man  of  Pennzoil  Co., 
and  Baine  P.  Kerr 
Pennzoil  director  and  for- 
mer president.  Each  received  li 
$10  million  bonuses  for  their 
"exceptional  and  extraordinary 
services"  during  the  compa-fai 
I  ny's  legal  fracas  with  Texaco  hh 
I  Inc.  Pennzoil  ultimately  won  a  alri 
I  $7.5  billion  jury  award  anditi,,^'j 
I  settled  for  $3  billion  last  year, 
I  doubling  Pennzoil's  net  worth,  ai  .-..f^ 
"Ten  million  dollars  is  not  if  ^g;^ 
much  when  you're   talking  ai  if,] 
about  a  .$3  billion  settlement,"  so 
says  Allen  H.  Carruth,  a  Penn-L 
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3il  director.  Carruth  likens  the  figure  to  bidding  on  a  prize 
teer  at  a  cattle  show.  You  don't  haggle  over  decimal  points, 
e  says,  getting  to  the  $10  million  figure.  "That's  an  easy 
gure  to  remember,"  he  says.  "Up  front,  straight,  and  clear, 
hey  did  a  helluva  good  job,  and  we  wanted  to  show  them." 
That's  exceptional  performance  recognized  by  exceptional 
iward.  In  fact,  Pennzoil  executives  and  those  at  many  other 
)mpanies  could  be  considered  underpaid  when  you 
)mpare  their  compensation  with  stars  in  fields 
ach  as  sports,  movies,  or  dealmaking.  Take 
eavyweight  champion  Mike  Tyson,  who 
ished  in  rivals'  heads  to  the  tune  of  $54 
lillion  last  year,  or  Drexel's  Milken,  who 
ot  about  $200  million  in  1988  (page  51). 
Sharp  performance  gains  had  a  lot  to 
)  with  this  year's  big  jump  in  executive 
ly.  Corporate  profits  soared  oy  32%  in 
)88 — their  strongest 
lowing  in  years — and 
lOst  companies  paid 
leir  CEOs  accordingly, 
xecutives  also  exer- 
sed  bundles  of  stock 
)tions  to  take  advan- 
.ge  of  a  28%  maximum 
.X  rate  on  ordinary  in- 
)me  last  year — down 
■om  38.5%  in  1987.  In- 
)me  from  options — 
irned  on  shares  grant- 
J  for  performance 
Ter  as  many  as  5  to  10 
iars — propelled  every 
cecutive  into  the  25- 
;st-paid  list  with  one 
cception:  Paul  Fire- 
an,  chairman  of  Ree- 
)k  International  Ltd., 
ade  the  list  for  the 
lird  consecutive  year 
nanks  to  a  mammoth 
itsh  bonus. 

The  system  is  obvi- 
msly  working  the  way 
should — higher  prof- 
's equal  higher  pay. 
!  aybe  too  well?  Over 
lie  past  decade,  atten- 
Dn  has  been  focused 
1  how  to  better  link 
ly  with  performance. 
(I  one  argues  that  the 
:i  1  who  delivers  for 
i.ireholders  should  not 
lare  in  the  success. 
But  it  is  fair  to  ask 
hat  is  "reasonable"  or 
air"  pay  for  a  job  well 
me.  In  1960,  at  the  vir- 
al height  of  what  was 
l)e  the  American  cen- 
ry,  the  U.  S.  business- 
an  stood  as  a  leader  in 
le   world.    He  com- 
anded  vast  respect 
id    sometimes  fear 
(  im  his  global  competi- 


F.  ROSS  JOHNSON 

He  broke  the  record  set 
by  former  Revlon 
Chairman  Bergerac  for 
golden  parachutes  by 
walking  away  with 
$53.8  million  in  pay, 
stock,  and  benefits 


THE  25  HIGHEST-PAID  EXECUTIVES 


1988  salary 
and  bonus 


Long-term 
compensation 


Total 
pay 


Company 

Thousands  of  dollars 

1. 

MICHAEL  D.  EISNER,  Chmn 

Walt  Disney 

$7506 

$32588 

$40094 

2. 

FRANK  G.  WELLS,  Pres 

Walt  Disney 

3778 

28357 

32135 

3. 

E.  A.  HORRIGAN  JR.,  Former  Vice-Chmn. 

RJR  Nabisco 

1280 

20450 

21730 

4. 

F.  ROSS  JOHNSON,  Former  CEO 

RJR  Nabisco 

1836 

19235 

21071 

5. 

MARTIN  S.DAVIS,  Chmn 

Gulf  &  Western 

3673 

12577 

16250 

6. 

RICHARD  L.  GELB,  Chmn 

Bristol-Myers 

1475 

12578 

14053 

7. 

WILLIAM  P.STIRITZ,  Chmn 

Rulston  Purina 

1029 

11919 

12948 

8. 

BAIHE  P.  KERR,  Chmn. .exec.  comm. 

Pennzoil 

10706 

839 

11545 

9. 

J.  HUGH  LIEDTKE,  Chmn. 

Pennzoil 

10872 

664 

11536 

10. 

PAUL  FIREMAN,  Chmn 

Reebok  Intl. 

11439 

11439 

11. 

JAMES  D.  ROBINSON  III,  Chmn 

American  Express 

2764 

8169 

10933 

12. 

KENNETH  H.  OLSEN,  Pres 

Digital  Equipment 

932 

9052 

9984 

13. 

DONALD  E.  PETERSEN,  Chmn 

Ford  Motor 

3340 

6579 

9919 

14. 

JOHN  SCULLEY,  Chmn 

Apple  Computer 

2479 

7013 

9492 

15. 

DEAN  L.  BUNTROCK,  Chmn 

Waste  Mgt. 

1400 

7002 

8402 

16. 

PAUL  B.  ROONEY,  Pres 

Waste  Mgt. 

1060 

6425 

7485 

17. 

P.  ROY  VAGELOS,  Chmn. 

Merck 

1608 

5286 

6894 

18. 

JOHN  H.  BRYAN  JR.,  Chmn 

Sara  Lee 

1367 

5396 

6763 

19. 

ANDREW  S.  GROVE,  CEO 

Intel 

684 

5746 

6430 

20. 

STEPHEN  M.  WOLF,  Chmn 

UAL 

575 

5790 

6365 

21. 

JOHN  E.  LYONS,  Vice  Chmn 

Merck 

908 

5414 

6322 

22. 

JOSEPH  D.  WILLIAMS,  Chmn 

Warner-Lambert 

1310 

4814 

6124 

23. 

LOUIS  V.  GERSTNER  JR.,  Former  Pres 

American  Express 

2394 

3564 

5958 

24. 

JOHN  H.  STOOKEY,  Chmn 

Quantum  Chemical 

1429 

4454 

5883 

25. 

STANTON  R.  COOK,  CEO 

Tribune 

1064 

4789 

5853 

THE  10  LARGEST  GOLDEH  PARACHUTES 


(  ER STORY 


Company 

Total  package 

Reason  for  payment        Thousands  of  dollars 

1. 

F.  ROSS  JOHNSON,  CEO 

RJR  Nabisco 

Leveraged  buyout 

$53800 

2. 

E.  A.  HORRIGAN,  Vice-Chmn. 

RJR  Nabisco 

Leveraged  buyout 

45700 

3. 

GERALD  TSAI  JR.,  Chmn 

Primerico 

Commercial  Credit  takeover 

46800 

4. 

EDWARD  P.  EVANS,  Chmn 

Mocmillan 

Maxwell  takeover 

31900 

5. 

KENNETH  A.  YARNELL,  Pres 

Primerico 

Commercial  Credit  takeover 

18400 

6. 

JOHN  D.  MARTIN,  Exec  v  p 

RJR  Nabisco 

Leveraged  buyout 

18200 

7. 

SANFORD  C.  SIGOLOFF,  Chmn 

Wickes 

Leveraged  buyout 

15900 

8.  WHITNEY  STEVENS,  Chmn 

J. P.  Stevens 

West  Point-Pepperell  takeover 

15700 

9. 

PHILIP  L.  SMITH,  Chmn 

Pillsbury 

Grand  Metropolitan  takeover 

11000 

10. 

WILHELM  A.  MALLORY,  Sr  v  p 

Wickes 

Leveraged  buyout 

7500 

*  Includes  final  salory,  bonus,  long-term  compensation,  certoin  retirement  benefits,  ond  estimated  future  annuity  payments  as 
well  as  porochute 

DATA;  COMPANY  REPORTS,  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC,  BUSINESS  WEEK  ESTIMATES 
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tors.  For  this  premium  performance,  the 
big  company  CEO  got  premium  pay.  On 
average,  he  drew  down  a  $190,383  pay- 
check— 41  times  the  average  pay  of  the 
factory  worker,  38  times  the  $4,995 
made  by  the  average  school  teacher,  and 
19  times  the  engineer  (page  52). 
RESENTMENT.  That  gap  has  widened  dra- 
matically. In  1988,  the  CEO's  record 
$2,025,485  compensation  was  93  times  an 
average  factory  worker's  $21,725,  72 
times  a  teacher's  $28,008,  and  44  times 


an  engineer's  $45,680.  "We're  not  talk- 
ing about  gods  here,"  says  Audrey 
Freedman,  a  Conference  Board  econo- 
mist. "We're  discussing  relative  rewards 
in  society  for  needed  work." 

Five  years  ago  management  guru  Pe- 
ter F.  Drucker  warned  that  the  widening 
gap  was  fomenting  resentment  among 
other  professionals  and  managers. 
Drucker's  concern  prompted  one  compa- 
ny— innovative  furniture  maker  Herman 
Miller  Inc. — to  impose  a  maximum  cap 


on  CEO  pay.  At  Herman  Miller,  the  CEO's 
total  pay  can't  exceed  a  fixed  multiple  of  „ 
20  times  the  pretax  income  of  its  manu- 
facturing  employees.  Not  many  compa-  ^'^^ 
nies  followed  that  lead,  however,  andp 
many  consultants  pooh-pooh  the  change 
"Executives  who  make  a  million  or 
tnore  a  year  are  really  in  an  elite  group  * 
of  maybe  600  to  700."  says  Louis  J.  Brin- 
disi  Jr.,  chairman  of  Management  Com 
pensation  Group.  "You're  paying  for  the 
stewardship  of  hundreds  of  billions  of  * 


SHAREHOLDERS 
SAY  'THAHKS'  TO 
THESE  CEOs 


lolly  Farms'  R.  Lee  Taylor  II, 
the  third  generation  of  his  fam- 
lily  to  head  the  poultry  produc- 
er, doesn't  go  in  for  a  lot  of  frills.  He 
tools  around  Memphis  in  the  family 
station  wagon.  At  the  noon  hour  you're 
more  likely  to  find  him  taking  a  seven- 
mile  run  than  hosting  a  power  lunch. 

Taylor  gets  paid  chicken  feed  by  to- 
day's standards — a  total  of  $816,000 
over  the  past  three  years  for  running  a 
company  with  $1.8  billion  in  annual 
sales.  Partly  because  of  that  low  pay, 
Taylor  is  one  of  two  chief  executives 
who  gave  shareholders  the  most  bang 
for  the  buck  among  the  354  companies 
in  BUSINESS  WEEK'S  pay-performance 
analysis.  The  other  is  Allen  Born, 
chairman  of  Amaxinc. 
RECORD  EARNINGS.  Taylor  delivered  the 
largest  return  in  stock  appreciation 
and  dividends  to  shareholders  relative 
to  his  salary.  A  $100  investment  in 
Memphis-based  Holly  Farms  Corp. 
three  years  ago  is  worth  $208  today. 
By  engineering  a  turnaround  at  Amax, 
Born,  55,  emerged  as  the  executive 
who  earned  the  least  relative  to  his 
company's  earnings.  Since  1986,  Born 
has  taken  home  $2.9  million  in  pay 
while  restoring  Amax  to  profitability 
and  leading  it  to  record  earnings. 

While  observers  say  Taylor  is  a  capa- 
ble manager  who  keeps  an  eye  on  the 
bottom  line,  most  of  the  recent  gain  in 
Holly  Farms'  stock  to  61%  can  be  at- 
tributed to  a  bidding  war 
for  the  company  between 
Tyson  Foods  Inc.  ind 
ConAgra  Inc.  On  Apr.  17, 
Taylor  terminated  a 
merger  pact  with  Con- 
Agra after  his  sharehold- 
ers rejected  a  board-ap- 
proved takeover  by  the 
Omaha  food  processor. 
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TAYLOR  AND 
BORN  BOTH 
WATCHED  THE 
SOTTOM  LINE, 
i  OW  THEY'RE 


SPREADING  THE 
WEALTH 


Wall  Street  is  betting  that  Taylor  will 
lose  his  company  to  rival  chicken  pro- 
ducer Tyson.  "It's  ironic  that  a  share- 
holder-driven man  will  be  walking  the 
street,"  says  Prudential-Bache  Securi- 
ties Inc.  analyst  John  M.  McMillin. 

Even  without  hostile  bidders,  ana- 
lysts say  Taylor  set  the  stage  for  a 
rebound  that  would  have  sent  Holly 
Farms'  stock  into  the  mid-50s.  A  suc- 
cessful advertising  campaign  featuring 
actress  Dinah  Shore  has  helped  Holly 
capture  an  187'  share  of  the  grocery 
market.  Taylor  has  cushioned  the  cycli- 
cal swings  of  Holly's  core  poultry  busi- 
ness by  emphasizing  value-added  prod- 
ucts such  as  oven-roasted  chickens.  He 
has  also  diversified  into  flour  milling 
and  institutional  beef  and 
pork. 

Taylor,  47,  isn't  one  for 
excuses.  When  the  poultry 
industry's  salmonella 
scare  aggravated  Holly's 
overproduction  problems 
in  fiscal  1988,  ended  May 
31,  Taylor  told  stockhold- 
ers the  56%  decline  in 


profits  was  "mostly  our  fault." 
He  then  slashed  his  salary  13%, 
to  $262,000.  This  year's  earn- 
ings are  expected  to  hit  a  record 
$82.5  million. 

Born  of  Amax  insists  that  he's 
not  underpaid  and  that  his  com- 
pensation is  based  on  perfor- 
mance. In  1985,  the  year  Born 
rejoined  Amax  after  turning 
around  Placer  Development  Ltd. 
of  Canada,  "no  bonuses  were 
paid  whatsoever,"  he  says.  That 
year,  Amax  posted  a  loss  of  $621 
million,  on  top  of  three  years  of 
red  ink  amounting  to  more  than 
$1  billion. 

'SHOOT  IT.'  Born  took  to  heart 
the  adage:  "If  you  can't  fix  it, 
sell  it.  If  you  can't  sell  it,  shoot  f^f 
it."  He  found  buyers  for 
Amax'sphosphate  and  lead  busi-  ffcuw 
nesses  and  closed  down  its  nick- 
el and  copper  mining  and  copper  tot 
refining  operations.  He  targeted  ''fwpe 
aluminum,  gold,  and  coal  for  ex- 
pansion and  downsized  the  company's  ffMgeria 
presence  in  molybdenum,  an  ore  that 
yields  an  alloy  used  to  harden  steel. 

Born  sold  off  businesses  where 
Amax  failed  to  hold  a  competitive  ad- 
vantage and  used  the  proceeds  to  bring 
down  debt  and  invest  in  areas  with 
greater  potential.  The  strategy  paid 
off.  Amax  edged  back  into  the  black  in 
1986  with  net  earnings  of  $14  million. 
Aided  by  a  $164  million  gain  from  the 
sale  of  Amax's  interest  in  two  alumi- 
num smelters,  1988  earnings  soared  to 
a  record  $741  million.  This  performance 
prompted  Amax's  board  to  give  Born  a 
bonus  last  year  equal  to  his  $600,000 
salary,  though  Born  is  now  predicting 
a  drop  in  earnings  for  this  year. 

While  both  he  and  Taylor  don't  bring 
in  the  big  money,  they're  hardly  hurt- 
ing. Born  holds  options  on  170,000 
shares  of  Amax  stock  that  may  some- 
day turn  into  big  bucks.  And  Taylor 
owns  more  than  223,000  shares  in  Hol- 
ly Farms  valued  at  $13.7  million.  He 
can  afi^ord  to  earn  chicken  feed. 

By  Dean  Foust  in  Atlanta  and  Monica 
Roman  in  New  York 
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allars  in  assets.  When  you  corn- 
are  CEOs  to  mediocre  short- 
;ops  who  are  making  $1  or  $2 
lillion  a  year,  how  can  anyone 
)mplain?" 

IG-OUT.'  Moreover,  life  at  the 
)p  of  a  big  corporation  today  is 
■aught  with  risk  and  uncertain- 
j.  In  the  1960s,  the  chief  execu- 
ve  held  his  job  as  long  as  he 
anted  it.  He  didn't  have  to  wor- 
I  much  about  global  competi- 
on  or  corporate  raiders,  and 
le  board  wasn't  likely  to  fire 
xn.  "Today,  the  risk  of  failure 
incredible,"  adds  Brindisi. 
^ou  can  lose  your  company, 
)ur  job,  and  the  jobs  of  thou- 
mds  of  employees." 
Still,  there  are  serious  ques- 
3ns  about  CEO  pay.  "Not  only 
•e  CEOs  more  richly  compensat- 
today  than  20  years  ago," 
iggests  Graef  S.  Crystal,  a 
ading  consultant  on  executive 
ly.  "If  you  think  the  pretax 
irnbers  are  wild,  the  take-home 
ly  has  been  ab.-olutely  explo- 
ve."  In  1960  the  maximum  tax 
,te  was  91%  vs.  1988's  meager 
1%  top  rate.  The  upshot?  The 
DO  brought  home  only  11  times 
ore  than  the  school  teacher  in 
•60.  But  last  year  his  take- 
)me  pay  was  66  times  greater. 
Some  longtime  observers  of 
lecutive  pay  are  predicting  a 
iblic  backlash — partly  because 
any  companies  continue  to 
ve  top  executives  fat  increases 
hile  slashing  blue-collar  and 
anagerial  payrolls.  Says  Jude 
Rich,  president  of  compensa- 
)n  experts  Sibson  &  Co.:  "The 
ige  sums  made  by  Milken  and 
ime  others  are  again  arousing 
e  ire  of  the  common  person." 
When  Ford  Motor  Co.  dis- 
3sed  the  compensation  of  its 
p  executives  on  Apr.  10,  union 
aders  denounced  the  multimillion-dollar 
ly  as  the  "annual  executive  pig-out" — 
'en  though  Ford  has  paid  more  than 
2,200  in  profit-sharing  to  the  average 
ctory  worker  since  1983.  "On  the  one 
ind,  they  [executives]  say  that  intense 
reign  competition  requires  sacrifice, 
istraint,  and  discipline,"  complains 
wen  F.  Bieber,  president  of  the  United 
uto  Workers.  "Yet  they  then  turn 
■ound  and  demonstrate  none  of  those 
xalities  by  awarding  themselves  more 
;rsonal  compensation  for  a  year's  ef- 
rt  than  could  be  spent  in  several  life- 
nes." 

Why  did  executive  pay  grow  so  fast? 
ince  1960  armies  of  compensation  con- 
stants have  devised  numerous  stock 
id  bonus  plans  that  partly  disguise  the 
ue  earnings  of  top  management.  In  the 


PAY  FOR  PERFORMANCE: 
WHO  MEASURES  UP  . . .  AND  WHO  DOESN'T 

There  is  no  foolproof  method  of  comparing  executive  compensation  with  performance,  but 
BUSINESS  WEEK'S  two  measurement  systems  offer  useful  benchmarks.  One  relates  corporate 
pay  to  total  shareholder  return.  The  other  relates  pay  to  return  on  equity  and  change  in  return 
on  equity.  All  data  are  for  the  three-year  period  ended  Dec.  31,  1988.  Here  are  the  chief  ex- 
ecutives whose  pay  and  performance  rank  them  among  the  best  and  worst. 

EXECUTIVES  WHO  GAVE  SHAREHOLDERS  THE  MOST  FOR  THEIR  PAY... 

1986-88 


Total  pay* 
($000) 

Shareholder 
return** 

Index*** 

I.R.  LEE  TAYLOR  II 

Holly  Forms 

$816 

108% 

254 

2.  DWIGHT  H.  HIBBARD 

Cincinnati  Bell 

1930 

238 

175 

3.  WM.  T.  Mccormick  jr. 

CMS  Energy 

1863 

225 

174 

4.  ROBERT  E.  PRICE 

Price 

686 

7 

156 

5.  BERT  BALLENGEE 

Southwestern  Pub. 

Serv.  821 

27 

154 

.AND  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST 


l.LEE  A.  lACOCCA 

Chrysler 

$41930 

38% 

3.3 

2.  MICHAEL  D.  EISNER 

Walt  Disney 

50201 

136 

4.7 

3.  JOHN  H.  GUTFREUND 

Salomon 

9452 

-40 

6.3 

4.  JAMES  D.  ROBINSON  III 

American  Express 

16648 

9 

6.5 

5.  PAUL  FIREMAN 

Reebok  Intl. 

39916 

173 

6.8 

EXECUTIVES  WHOSE  COMPANIES  DID  THE  BEST  RELATIVE  TO  THEIR  PAY... 


1986-88 

Total 

Avg.  return 

pay* 

on  equity 

Index*** 

I.ALLEN  BORN 

Amax 

2904 

18.6% 

1827 

2.  DAVID  S.  TAPPAN  JR. 

Fluor 

1939 

-2.0 

379 

3.  JOHN  D.  ONG 

B.F.  Goodrich 

3224 

9.8 

203 

4.  WALTER  F.  WILLIAMS 

Bethlehem  Steel 

2035 

1.8 

184 

5.  MORTON  L.  MANDEL 

Premier  Industrial 

1052 

24.7 

184 

...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST 

1.  ROBERTO.  HUNSUCKER 

Panhondle  Eastern 

2204 

-17.2 

-100 

2.  WALTER  J.  McCarthy  jr. 

Detroit  Edison 

1392 

5.3 

-59 

3.  RICHARD  A.  CLARKE 

Pacific  Gas  &  Elec. 

1523 

6.4 

-22 

4.  JAMES  L.  KETELSEN 

Tenneco 

3068 

-1.3 

-13 

5.  JOSEPH  J.  PINOLA 

First  Interstate 

4254 

-3.7 

-12.5 

*Salary,  bonus,  and  long-term  compensation  paid  for  entire  three-year  period 
**Stock  price  ot  the  end  of  1988,  plus  dividends  for  three  years  divided  by  stock  price  ot  the  end  of  1985 
*  *  *See  glossary  on  page  52 
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dense  language  of  the  proxy  statement, 
most  shareholders  have  trouble  deci- 
phering how  much  income  these  complex 
plans  will  eventually  generate.  By  and 
large,  a  budget-conscious  public  has  held 
the  salaries  of  teachers  in  check.  The 
chief  executive  has  kept  the  lid  on  the 
pay  of  middle  managers  and  factory 
workers.  But  the  boss  often  helps  to 
set  his  own  pay  in  concert  with  the  com- 
pensation committee  of  the  board  of 
directors. 

CONFLICTS.  While  a  flurry  of  lawsuits 
over  mergers  and  acquisitions  has 
forced  boards  to  be  more  responsive  to 
shareholder  concerns,  few  stockholders 
sue  boards  for  granting  the  boss  exces- 
sive compensation.  Like  the  golden  re- 
triever anxious  to  deliver  the  duck  to  his 
master,  the  committee  is  often  just  as 


eager  to  award  the  boss  a  contract  with 
more  commas  added  to  a  number.  "The 
committee  is  often  the  handmaiden  of 
the  CEO,"  says  Crystal,  who  helped  Dis- 
ney design  Eisner's  package.  "It  always 
seems  to  want  to  please.  You  get  into 
this  hero-worshiping  mode  where  people 
say,  'If  we  don't  give  him  a  lot  of  mon- 
ey, it  could  show  we  don't  have  confi- 
dence in  him.'  They  aren't  exercising 
real  vigilance." 

Although  "comp"  committee  members 
acknowledge  the  sensitive  role  they 
play,  some  have  found  themselves  in  po- 
sitions where  conflicts  of  interest  can 
emerge.  Gerald  Tsai,  former  chairman 
of  Primerica  Corp.,  is  among  the  10  ex- 
ecutives who  reaped  the  biggest  and 
most  controversial  golden  parachutes 
last  year.  On  Primerica's  compensation 
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committee  sat  Joseph  Califano  Jr.,  for- 
mer Health,  Education  &  Welfare  Secre- 
tary. Yet,  Califano's  law  firm,  Dewey, 
Ballantine,  Bushby,  Palmer  &  Wood,  re- 
ceived $5.2  million  in  legal  fees  and  ex- 
penses from  Primerica  in  1987  and  con- 
tinued to  work  for  the  company  last 
year.  Califano  did  not  return  repeated 
phone  calls. 

Primerica's  compensation  panel  first 
adopted  golden  parachutes  for  six  execu- 
tives in  1985  and  expanded  coverage  to 


others  in  1987.  Last  year  the  company 
revised  them  yet  again,  three  months 
after  Primerica  agreed  to  a  friendly 
merger  with  Commercial  Credit  Corp. 
Why  the  turnabout?  The  company  as- 
serts it  reduced  the  size  of  the  para- 
chutes. A  shareholders'  class  action, 
however,  raises  a  diff'erent  possibility. 
The  suit  charges  that  the  original  plan 
provided  Primerica  executives  with  para- 
chutes only  under  a  hostile  takeover,  a 
condition  excluded  by  the  revised  agree- 


ment. The  suit  claims  that  the  10  exec- 
fives  were  paid  a  total  of  $98.2  millicj 
under  the  golden  parachutes  at  a  cost 
about  $1.88  a  share.  A  Primerica  spok( 
man  declined  comment. 

A  likely  candidate  to  lead  next  year 
compensation  derby  is  Warner  Commj 
nications  CEO  Steven  J.  Ross. 
Warner's  proposed  merger  with  Tin" 
Inc.  gains  approval,  Ross  may  collect ; 
much  as  $50  million  under  his  existir\ 
controversial  employment  contract.  Th; 
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THE  LIST 
NOBODY  WANTS 
TO  BE  ON 


Pi 


irice  competition  and  restructur- 
'ing  costs  hurt  profits  at  both 
Chrysler  Corp.  and  Panhandle 
Eastern  Corp.  last  year — and  the  pay- 
checks of  their  chief  executives  took  a 
fall.  But  not  enough  to  keep  Chrysler 
Chairman  Lee  A.  lacocca  and  Panhan- 
dle Chairman  Robert  D.  Hunsucker 
from  topping  a  list  of  executives  whose 
pay  most  outpaced  their  companies' 
performance  over  the  past  three  years. 

According  to  BUSINESS  week's  pay- 
performance  analysis  of  354  chief  exec- 
utives, lacocca  and  Hunsucker  deliv- 
ered the  least  for  the  money.  lacocca's 
pay  was  the  highest  based  on  return  to 
shareholders  since  1986,  while  Hun- 
sucker earned  the  most  relative  to  his 
company's  financial  performance. 
REWED-UP  R&D.  Neither  man  is  new  to 
the  least-for-the-most  club.  lacocca  is 
the  first  executive  to  gain  the  dubious 
distinction  of  leading  this  list  for  a  sec- 
ond consecutive  year.  He  has  collected 
$41.9  million  in  salary  and  stock  op- 
tions since  1986.  Shareholders  who 
bought  $100  worth  of  Chrysler  shares 
then  would  now  have  $138  in  stock  and 
dividends.  Hunsucker,  64,  made  his 
first  appearance  in  1987  by  taking 
home  the  most  in  relationship  to  Pan- 
handle's financial  results.  He  pocketed 
a  modest  $2.2  million  over  the  past 
three  years,  while  the  Houston-based 
pipeline  company  lost  more  than  a  half- 
billion  dollars  during  the  same  period. 

What  Hunsucker  hasn't 
yet  been  able  to  achieve  is 
a  dramatic  turnaround, 
the  likes  of  which  made 
lacocca  assume  his  place 
beside  Horatio  Alger  in 
American  business  folk- 
lore— with  a  little  help 
from  a  best-selling  biogra- 
phy. His  payoff  for  sav- 
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ing  Chrysler  from  bankruptcy  in  the 
early  1980s  was  a  bundle  of  stock  op- 
tions and  bonuses  that  made  him  one 
of  the  highest-paid  executives  ever. 

Chrysler  managed  to  boost  its  share 
of  the  U.  S.  car  and  truck  market  by 
nearly  two  points,  to  14%,  in  1988,  part- 
ly thanks  to  the  first  full  year  of  Jeep 
sales  since  its  acquisition  of  American 
Motors  Corp.  in  1987.  But  despite  a 
21%  gain  in  revenues,  Chrysler's  net 
income  declined  18.6%  in  1988,  to  $1.05 
billion.  A  company  spokesman  says  the 
earnings  decline  is  partly  the  result  of 
"heavy  investments  that  will  make 
Chrysler  competitive  long  after  [la- 
cocca] has  retired"  in  1991. 

Chrysler  is  investing  nearly  $3  billion 
a  year  in  products  and 
plants.  It  boosted  spend- 
ing for  research  and  devel- 
opment by  25%  last  year 
and  is  building  a  $1.5  bil- 
lion research  center.  Last 
fall,  Chrysler  and  Mitsubi- 
shi Motors  Corp.  opened  a 
jointly  owned  assembly 
plant  in  Normal,  III,  to 


build  the  sporty  Laser  coupe 
Unlike  lacocca,  Hunsucker's 
face  is  not  on  display  at  book- 
stores around  the  world.  Still,  h( 
is  well-known  within  his  indus- 
try and  is  currently  playing 
white  knight  for  Texas  Easterr 
Corp.  in  its  fight  against  a  hos 
tile  takeover  by  Coastal  Corp 
Wall  Street  already  is  furrowing 
its  brows  because  Panhandl 
would  assume  roughly  $2  billioi*i™ 
of  Texas  Eastern  debt  at  theB^ 
same  time  it's  shelling  out 
billion  in  cash  to  complete  th^^l 
deal.   The   acquisition   could  N 
threaten  Panhandle's  $2-a-sharelPI 
dividend. 

Some     analysts  questionB*™, 
whether  a  company  that  has  * 
made  money  in  only  one  of  the  »U 
past  three  years  should  be 
spending  its  cash  on  acquisi 
tions.  Like  its  rivals,  PanhandleBniNNii 
has  been  clobbered  by  plunging 
natural  gas  prices  and  by  dereg- 
ulation that  has  pushed  pipeline  compa-fc, 
nies  into  fierce  competition.  Panhandle  puts 
suffered  a  net  loss  of  $157.1  million  w'i 
last  year  as  revenues  dropped  19.3%,  to 
$1.26  billion 

DEVASTATING.'  Despite  the  red  ink, 
Panhandle's  compensation  committee 
gave  Hunsucker  incentive  bonuses  to- 
taling $232,000  tied  to  his  performance 
during  1986  and  1987.  A  Panhandle 
spokesman  acknowledges  that  the  com 
pany's  financial  results  present  "a  dev 
astating  picture"  but  says  Hunsucker 
kept  Panhandle  together  when  other 
companies  might  not  have  survived.  In 
such  a  pressured  job,  Hunsucker's  pay 
was  "moderate,"  he  says. 

With  the  help  of  higher  gas  prices 
and  some  marketing  savvy,  Hunsucker 
might  turn  Panhandle  around  and 
prove  he's  worth  the  bucks  he  has 
been  paid.  As  for  lacocca,  Chrysler  will 
have  to  make  its  big  investments  pay 
ofi"  to  bring  the  company's  perfor- 
mance into  line  with  his  compensation. 

By  Todd  Vogel  in  Houston  and  Wendy 
Zellner  in  Detroit,  with  Monica  Roman 
in  New  York  tjinijlj 
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contract  was  approved  in  1987  after  be- 
ing recommended  by  Warner's  compen- 
sation committee  headed  by  William  J. 
vanden  Heuvel.  Vanden  Heuvel  is  a 
partner  at  Stroock  &  Stroock  &  Lavan, 
which  receives  fees  for  performing  legal 
work  for  Warner.  Vanden  Heuvel  also 
received  a  finder's  fee  of  nearly  $1  mil- 
lion from  Warner  in  1984  for  helping  the 
company  locate  a  buyer  for  Warner's 
cosmetics  unit.  "He  obviously  didn't  feel 
there  was  a  conflict,  and  the  whole  com- 


pensation committee  voted  on  the  con- 
tract," said  a  spokesman  for  Warner. 

Compensation  consultants,  often  ea- 
ger to  please  clients,  also  have  contribut- 
ed to  the  spiraling  pay.  They  typically 
serve  up  studies  showing  average  indus- 
try pay  levels  as  a  starting  point  to 
award  higher  compensation  to  a  compa- 
ny's chief  executive.  Too  often  compen- 
sation is  a  function  of  how  much  others 
in  the  same  industry  get  rather  than 
how  well  a  CEO  does  on  the  job.  "We're 


supplying  the  statistics  that  show  the 
median  level  of  pay  in  any  given  indus- 
try," says  Gordon  D.  Wolf,  of  Towers 
Perrin  Forster  &  Crosby.  "You  don't 
find  too  many  companies  that  want  to 
pay  below  the  median,  and  you  don't 
need  a  PhD  in  statistics  to  know  that  the 
median  always  goes  up." 

Counters  Alfred  Rappaport,  a  profes- 
sor at  Northwestern  University's  Kel- 
logg School  of  Management:  "To  put  all 
the  blame  on  consultants  is  just  a  cop- 


IN  THIS  RING, 
MIKE  TYSON  IS 
A  WIMP 


It  was  just  another  lively  classroom 
debate — the  kind  that  Teacher  of 
the  Year  Mary  C.  Bicouvaris  is 
known  to  spark  in  her  government 
classes  at  Bethel  High  School  in  Hamp- 
ton, Va.  This  time,  "Mrs.  Bic"  was  ad- 
vocating a  pay  hike  for  members  of 
Congress.  But  her  students  weren't 
buying  it. 

"I  was  almost  kicked  out  of  the 
room,"  she  recalls.  "My  students  some- 
how feel  it's  more  acceptable  for  a 
football  star  to  make  more  money  than 
a  congressman  or  the  President  of  the 
country." 

STUNNING.  So  it  goes.  In  an  America  in 
which  the  Teacher  of  the  Year  makes 
slightly  less  than  $35,000  in  annual  sal- 
ary, the  stars  of  entertainment  and 
sports  routinely  pull  down  millions. 
And  if  the  seven-figure  pay  packages 
of  luminaries  in  the  business  world 
numb,  the  eight-  and  nine-figure  com- 
pensation of  Wall  Street's  stars  truly 
stun. 

The  very  meaning  of  compensation 
has  changed  since  the  recent  disclosure 
that  Drexel  Burnham  Lambert  Inc.'s 
Michael  R.  Milken  made  an  astounding 
$550  million  in  1987 — that's  more  than 
the  total  pay  and  bonus  collected  by  all 
the  339  chief  executives  in  the 
BUSINESS  WEEK  Executive  Pay  Score- 
board for  that  year. 

Of  course,  Milken  could  lose  $1.1  bil- 
lion— his  total  pay  between  1984  and 
1987 — if  the  federal  government  wins 
its  case  to  seize  his  assets.  Even  last 
year,  when  Milken  spent  upward  of  six 
months  working  on  his  defense  against 
alleged  securities  fraud,  he  raked  in  an 
estimated  $200  million — mainly  his  per- 
centage of  fees  billed  by  Drexel's  junk- 
bond  department. 

Wall  Street  dealmakers  today  are  ac- 
cumulating as  much  if  not  more  wealth 


than  Hollywood  stars.  Henry  Kravis 
masterminded  Kohlberg  Kravis  Rob- 
erts &  Co.'s  record  $25  billion  lever- 
aged buyout  of  R.JR  Nabisco  Inc.  last 
year.  His  estimated  $100  million-plus 
income  in  1988  makes  comedian  Eddie 
Murphy's  $25  million  or  Sylvester  Stal- 
lone's $20  million  seem  puny.  Even  pro- 
ducer-director Steven  Spielberg,  who 
creates  some  of  Hollywood's  biggest- 
grossing  movies,  made  only  $50  million 
last  year. 

Jack  Nash  isn't  a  name  on  the  pub- 
lic's lips,  but  he  pulled  in  just  as  much 


sters  last  year.  As  one  of  the  highest- 
paid  union  leaders,  he  collected  an  esti- 
mated $350,000  in  1988— more  than 
four  times  the  United  Auto  Workers' 
Owen  F.  Bieber. 

Ultimately,  people  make  what  the 
market  will  bear.  If  L.  A.  Dodgers' 
pitcher  Orel  Hershiser  helps  fill  stadi- 
um seats,  he's  worth  every  bit  of  the 
estimated  $4.3  million  he  is  expected  to 
make  in  income  and  endorsements  this 
year.  "These  people,  whether  execu- 
tives, entertainers,  or  athletes,  can 
command  whatever  the  market  will 
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as  Spielberg.  Head  of  Odyssey  Part- 
ners, Nash  is  one  of  Wall  Street's  sav- 
viest  arbitrageurs.  Theodore  Forst- 
mann  of  Forstmann  Little  &  Co., 
another  well-known  leveraged  buyout 
house,  probably  made  $30  million  to 
$50  million  last  year. 

Even  Mike  Tyson's  $54  million  take 
in  1988 — more  than  $20  million  of  it 
from  his  fight  against  Michael 
Spinks — doesn't  quite  seem  the  same. 
Never  mind  William  J.  McCarthy,  who 
took  over  as  president  of  the  Team- 


pay  them,"  says  Brent  M.  Longnecker, 
a  compensation  consultant  with  Peat 
Marwick  Main  &  Co.  "But  somewhere 
down  the  line,  they  have  to  deliver  for 
someone  to  make  a  profit.  Otherwise, 
they  won't  make  that  kind  of  money 
again." 

That  logic  would  make  a  lot  of  sense 
to  the  students  in  Mrs.  Bic's  class.  As 
for  her:  "It's  beyond  my  imagination 
how  anyone  can  make  $1  million  in  a 
year  when  the  President  only  makes 
$200,000." 
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out.  Ultimately,  it's 
management's  responsi- 
bility. But  as  long  as 
you  have  boards  sitting 
at  the  behest  of  man- 
agement and  consultants 
who  create  incestuous 
data  bases,  everyone  will 
get  paid  a  premium." 
'IN  THE  BALLPARK.'  None- 
theless, an  intriguing  dy- 
namic gets  played  out  in 
the  boardroom  when  it  is 
time  to  set  the  CEO's  pay. 
Consider  the  story  behind 
the  $12.6  million  in  re- 
stricted stock  that  Gulf  & 
Western  Inc.  Chairman 
Martin  S.  Davis  got  last 
year.  In  1983,  Davis  was 
named  chairman  after 
the  death  of  Charles  G. 
Bluhdorn.  In  offering 
him  a  new  contract,  the  board's  compen- 
sation committee  toyed  with  the  idea  of 
granting  Davis  250,000  shares  of  re- 
stricted stock.  The  group  eventually  set- 
tled on  150,000  shares,  then  valued  at  $4 
million. 

But  after  Disney  upped  the  ante  by 
awarding  Eisner  and  Wells  such  lucra- 
tive contracts,  the  committee  added  an 
extra  100,000  shares  to  Davis'  kitty  a 
year  later.  "A  new  plateau  was  estab- 
lished for  us  competitively,"  explains 
Samuel  J.  Silberman,  chairman  of  G&w's 
compensation  committee.  "You  have  to 
be  in  the  ballpark.  Everybody  seems  to 


THE  GROWING  GAP  BETWEEN  CEO 
PAY  AND  WHAT  OTHERS  MAKE 


I960 

1980 

Engineer  $9,828 
Schoolteacher  $4,995 
Factory  worker  $4,667 
CEO  $190,383 

Engineer  $28,486 
Schoolteacher  $15,970 
Factory  worker  $15,022 
CEO  $624,996 

1970 

1988 

Engineer  $14,695 
Schoolteacher  $8,635 
Factory  worker  $6,944 
CEO  $548,787 

Engineer  $45,680 
Schoolteacher  $28,008 
Factory  worker  $21,725 
CEO  $2,025,485 

DATA:  BUSINESS  WEEK  EXECUTIVE  PAY  SURVEY,  BUREAU  OF  UBOR  STATISTICS 
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worry  about  overpaying  executives,  but 
it  would  scare  the  hell  out  of  me  to 
underpay." 

Compensation  committees  often  fail  to 
grasp  how  fast  the  rewards  of  compli- 
cated, long-term  packages  can  escalate  if 
all  goes  well.  When  Eisner  and  Wells 
were  recruited  to  Disney  in  1984,  the 
company's  compensation  committee  was 
ready  to  pay  them  the  going  rate  for 
entertainment  executives — about  $2  mil- 
lion a  year.  Instead,  both  executives  pro- 
posed taking  smaller  base  salaries — 
$750,000  for  Eisner  and  $400,000  for 
Wells — in  exchange  for  lucrative  bonus- 


es and  a  spate  of  stock|  i 
options.  I 

With  earnings  down]  I  ^ 
and  raiders  circling,  thej. — 
board  was  eager  to  en-BTT 
tice  the  pair.  It  offered'"^ 
contracts  that  included  a 
piece  of  the  action — for 
Eisner,  an  annual  cash 
bonus  equal  to  2%  of  Dis 
ney's  net  income  in  ex- 
cess of  a  9%  return  on 
equity.  That  clause  alone 
resulted  in  a  $6.8  million 
bonus  last  year  when 
Disney's  ROE  hit  25%. 

a "I  had  no  idea  that  it 
would  turn  out  like  it 
has,"  admits  Raymond  L 
Watson,  former  company 
chairman  and  a  Disney 
director.  "But  then  I 
  didn't  think  that  our 

stock  would  be  trading  at  four  or  five 
times  what  it  was  when  they  came  in.pjoiMI 
either." 

Even  so,  couldn't  they  be  recruited  to 
Disney  without  off'ering  carrots  bigger 
than  Mickey  Mouse's  ears?  "If  you're 
asking  whether  we  could  have  gotten 
them  for  a  1%  bonus  instead  of  2%  or 
fewer  stock  options,  I  don't  really 
know,"  says  Watson.  "But  I  know  that 
no  one  is  complaining."  Not  even 
Scrooge  McDuck. 

By  John  A.  Byrne  in  New  York,  with 
Ronald  Grover  in  Los  Angeles,  Todd  Vogel 
in  Houston,  and  bureau  reports 
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For  years  compensation  gurus  have  debat- 
ed whether  executive  pay  correlates  with 
corporate  performance.  Some  critics  say 
there  is  little  or  no  relationship  between  what 
the  boss  gets  and  how  his  shareholders  fare. 
Other  experts  soy  that  over  the  long  term  the 
system  usually  works. 

In  this  Scoreboard,  BUSINESS  WEEK,  with 
Standard  &  Poor's  Compustat  Services  Inc.,  at- 
tempts to  come  up  with  some  answers.  The 
study  examines  the  relationship  between  pay 
and  performance  in  two  ways:  It  compares  an 


executive's  total  compensation  with  his  compa- 
ny's total  return  to  shareholders  in  stock  appre- 
ciation and  dividends  over  three  years.  A  sec- 
ond comparison  measures  pay  vs.  corporate 
profitability  for  the  same  period.  Three  years  of 
data  are  examined  to  minimize  the  impact  of 
single-year  windfalls  in  pay. 

The  Scoreboard  companies  boast  market 
values  that  are  among  the  500  largest  in  the 
latest  BUSINESS  WEEK  Top  1000  for  which 
1988  compensation  data  are  currently  avail- 
able. Each  company  is  assigned  to  one  of  nine 


industry  groups,  from  financial  services  to  tele- 
communications. Then  each  executive's  pay,  his 
company's  total  return  to  shareholders,  and  his 
company's  profit  record  are  measured  against 
the  others  in  the  group. 

Performance  ratings  are  given  to  executives 
only  when  three  years  of  data  are  available. 
On  a  scale  of  5,  1  indicates  the  best  pay-per- 
formance ratio  and  5  indicates  the  worst.  Rat- 
ings are  distributed  so  that  15%  of  the  sample 
receives  a  1 ,  25  %  a  2,  30  %  a  3,  20  %  a  4,  and 
10%  a  5. 
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1986-88  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDERS'  RETURH 

Total  compensation  is  the  sum  of  an  executive's  salary,  bonus,  and  long- 
term  compensation  for  the  three  years. 

Value  of  $100  invested  is  the  yeorend  1988  value  of  a  $100  investment 
in  the  company  made  three  years  earlier,  including  both  share-price  ap- 
preciation and  dividends. 

Rating  shows  how  an  executive  stacks  up  against  his  industry  peers,  mea- 
sured in  terms  of  pay  relative  to  total  return  to  shareholders.  The  rating  is 
based  on  an  index  in  which  the  value  of  the  investment  at  the  end  of  the 
three-year  period  is  divided  by  an  executive's  total  pay  and  then  com- 
pared with  other  executives  in  the  some  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  over  the  three- 
year  period. 

Change  in  ROE  is  the  improvement  or  decline  in  an  index  that  relates  the 
company's  profitability  to  total  pay  through  1986-88. 

Rating  shows  how  an  executive  compares  with  his  industry  peers  in  pay 
for  company  profitability.  The  rating  is  based  on  an  index  that  provides 
equal  weight  to  the  company's  overall  ROE  as  well  as  its  improvement  or 
decline  during  the  past  three  years.  Both  these  measurements  are  divided 
by  an  executive's  total  pay  and  then  compared  with  others  in  the  same 
industry  grouping. 


Footnotes:      t  Indicates  executive  retired  in  1988      t  Includes  long-term  compensation      e  =  estimated      NA  =  not  available      NM  =  not  meaningful 
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COVER  STORY 


>MPANY 


EXECUTIVE 


1988 


SALES;  $  MILLIONS 

ROE:  % 


1988  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
SAURY    %  CHANGE  ^^"'^ 
&  BONUS       FROM  '^O'^''- 
$000  1987 


1986-88  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 
$000 


$  VALUE 
OF $100 
INVESTED 


ROE 


CHANGE  IN 
ROE 


AEROSPACE   (INDUSTRIAL:  HIGH  TECH) 


>EIKG 

16962.0 
1  1.4 

F.  Shrontz,  chmn.  &  CEO 
M.  T.  Stamper,  vice-chmn. 

846 
633 

15 
5 

206 
517 

2684 
3076 

124 

m 
m 

11.6 

-12.4 

m 
a 

!NERAL  DYNAMICS 

9551.0 
19.7 

S.  C.  Pace,  chmn.  &  CEO 
H.  F.  Rogers,  pres.  &  COO 

Shares  of  restricted  stock  awardecJ:  chmn 

1041  -4 
701  40 

,  8,200;  pres.,  4,600. 

0 

209 

2874 
NA 

78 

m 

NA 

14.0 

-29.3 

m 

NA 

KXHEED 

10590.0 
17.9 

L.  0.  Kitchen,  chmn.  &  CEO 

V.  N.  Marafino,  v.-chmn.,  CFO  &  CAO 

1146 
677 

38 
22 

0 
0 

3182 
2061 

92 

m 
m 

20.2 

-32.6 

m 
m 

UmNMARIEnA 

5727.5 
26.6 

N.  R.  Augustine,  chmn.  &  CEO 
C.  B.  Hurtt,  pres.  &  COO 

839 
682 

23 
18 

0 
199 

3392 
2630 

123 

25.3 

-23.5 

m 
m 

AONNEU 
>UGLAS 

15069.0 
11.0 

J.  F.  McDonnell,  chmn.  &  CEO 
G.  A.  Johnston,  pres. 

681 
565 

20 
NA 

0 
0 

2529 
NA 

111 

iH 

NA 

10.4 

-16.3 

m 

NA 

IRKER  HANNIFIN 

2397.3 
12.4 

P.  G.  Schloemer,  pres.  &  CEO 
P.  S.  Parker,  chmn. 

765 
520 

16 
14 

1156 
3101 

3604 
4636 

119 

a 

12.3 

-15.1 

m 
a 

IITED 

CHNOUMaES 

18000.1 
13.7 

R.  F.  Daniel!,  chmn.  &  CEO 
E.  W.  Large,  exec,  v-p 

1148 
663 

6 
3 

0 
0 

3392 
2981 

104 

m 

9.2 

-9.9 

a 

a 

AIRLINES  (TRANSPORTATION) 

MR 

8824.3 
15.4 

R.  L.  Crandall,  chmn.,  pres.  &  CEO              1000  5 
D.  J.  Corty,  sr.  v-p  &  CFO                         450  NA 

Shares  of  deferred  (unvested)  stock  granted:  sr.  v  p,  50,000. 

290e 
116 

3950 
NA 

130 

m 

NA 

11.2 

-0.3 

m 

NA 

ELTAAIRUNES 

7323.4 
14.5 

R.  W.Allen,  chmn.  &  CEO 

R.  Oppenlander,  vice-chmn.  &  CFO 

457 
390 

14 
10 

595 
929 

2260 
2719 

137 

m 
m 

10.6 

-27.8 

m 
a 

UCORP 

8981.7 
50.0 

J.  C.Pope,  exec,  v-p,  CFO  &  trees.              717*  NA 
S.  M.  Wolf,  chmn.,  pres.  &  CEO                  575  NA 

*lncludes  $375,000  reimbursement  of  forfeited  compensation  at  em 

0                 NA           224  NA 
5790*  *e           NA  NA 
Dioyment.  **Reimbursement  for  forfeited  stock  opti 

16.8 

ons. 

NA 

NA 
NA 

APPLIANCES  &  HOME  FURNISHINGS  (consumer  products) 

RMS1R0NG 
ORLDINDS. 

2680.3 
16.1 

W.  W.  Adams,  chmn.  &  pres. 
R.  H.  Caldwell,  sr.  exec,  v-p 

496 

387 

32 
9 

0 
0 

1408 
1 190 

168 

m 

16.1 

15.2 

m 

AYTAG 

1885.6 
27.0 

D.  J.Krumm,chmn.&CEOt  898 
J.  A.  Schiller,  sr.  v-p  iCFOf  351 

Shores  of  restricted  stock  granted:  chmn.,  39,276;  sr.  v- 

3 
12 

p,  13,092. 

0 
16 

2841 
967 

114 

m 

28.5 

-3.5 

m 
m 

miRLPOOL 

4421.4 
12.2 

D.  R.  Whitwom,  chmn.  &  CEO 
G.  E.  Wardeberg,  vice-chmn.* 

♦Resigned  2/10/89. 

563 
294 

21 
-16 

Oe 
Oe 

1512 
1574 

113 

ffl 

m 

13.6 

-19.2 

m 
m 

AUTOMOTIVE  (consumer  products) 

HRYSLER 

35472.7 
13.8 

L.  A.  lacocca,  chmn.                                1466       -16  2027 
G.  Greenwald,  vice-chmn.                      1084       -18  0 
Shores  earned  out  under  Long-Term  Incentive  Plan:  chmn.,  7,056;  vice-chmn.,  5, 1 1 2 

41930 
10366 

138 

[5] 

m 

20.0 

-64.3 

m 

ANA 

5190.2 
16.9 

G.  B.  Mitchell,  chmn.  &  CEO 

S.  J.  Morcott,  pres.  &  COO;  chmn.-sub. 

888 
445 

34 
42 

536 
124 

4190 
1485 

158 

m 

14.0 

22.3 

m 
m 

AXON 

3468.5 
19.6 

i.  R.  Stover,  chmn.  &  CEO 

S.  R.  Hardis,  vice-chmn.,  CFO  &  CAO 

1144 
631 

22 
17 

417 
298 

4299 
2887 

140 

m 

16.5 

18.9 

m 
m 

ORD  MOTOR 

92445.6 
24.6 

D.  E.  Petersen,  chmn.  &  CEO^ 
H.  A.  Poling,  vice-chmn.  &  COO^ 

3340 
2551 

-10 
-9 

6579e 
1517 

17984 
17507 

287 

a 

23.9 

20.1 

a 
m 

lENERAL  MOTORS 

120387.7 
13.0 

R.  B.  Smith,  chmn.  &  CEO 
R.  C.  Stempel,  pres.  &  COO 

2483 
1733 

49 

55 

2007 
611 

8935 
NA 

140 

a 

NA 

11.1 

-4.6 

NA 

lAVISTAR 

4113.3 
32.6 

J.  C.  Cotting,  chmn.,  pres.  &  CEO 
N.  A.  Springer,  chmn.,  pres.  &  CEO- 

717 
632 

12 
9 

45 
37 

1739 
1578 

63 

m 
m 

NA 

NA 

NA 
NA 

ACCAR 

3267.4 
19.4 

C  M.  Pigott,  chmn.  &  CEO 
J.  M.  Dunn,  pres. 

885 
605 

15 
14 

0 
0 

3589 
1943 

197 

13.6 

90.6 

{2\ 

m 

i  BANKS  &  BANK  HOLDING  COMPANIES  (financial  services) 

lANCONE 

2734.5 
16.7 

J.  B.  McCoy,  chmn. 

G.  R.  Slater,  vice-chmn.,-  chmn.-sub. 

997 
592 

19 
NA 

136 
421 

2590 
NA 

116 

m 

NA 

15.4 

3.5 

m 

NA 

lANK  OF  BOSTON 

5295.6 
16.4 

W.  I.  Brown,  chmn.                                 1 200 
1.  Stepanian,  pres.  &  CEO  1176 
Shares  received  under  MIP:  chmn.,  7,245;  pres.,  4,348. 

37 
85 

0 
0 

4868 
2484 

128 

'3] 

m 

10.3 

26.1 

m 

tANKOF 
lEWYORK 

2620.4 
16.5 

J.  C.  Bacot,  chmn.  &  CEO-Co.  &  Bonk 
P.  Herrick,  pres.;  COO-Bank 

Shares  of  restricted  stock  granted:  chmn 

950 
645 
,  6,640;  pres.. 

11 
15 
3,750. 

752e 
449e 

3730 
2370 

123 

m 
m 

13.6 

10.3 

m 
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Test  ourWheels. 


IBM  Wheelwriter  Typewriters 

Model  50  &  70  Series  II 


And  you  could  win 
some  of  vour  own. 


Grand  Prize 

1989  Camaro  RS  Convertible 


If  you  want  to  get  on  track  to  higher  office  productiv- 
ity, IBM  has  vour  Wheels — the  Wheelwriter®  Series  II 
Typewriters.  Test-drive  the  Wheelwriter  50  or  70  in 
your  own  ofhce.  Its  free.  Discover  why  Buyers  Lahora- 
tory  Inc.  rated  the  Wheelwriter  50  an  "ideal  tool  for 
word  processing  and  statistical  tvping,"  and  the 
Wheelwriter  70  the  "'Most  Outstanding  Display- 
based  Electronic  Typewriter"  of  the  year  "that  oflers  a 
wide  range  of  excellent  word  processing  capabilities." 

Give  the  Wheelwriter  the 
green  light  and  you  could  get  even 
more — up  to  a  $250.00  trade-in 
allowance  on  an  IBM  Correcting 
Selectric"  II  or  III  Typewriter. 


Plus,  when  you  choose  a  Supplie;^ 
Agreement,  you'll  get  two  print- 
wheels  trom  IBM  absolutely  Ui'v 

When  you  take  the  Wheelwriter  50  or^ 
70  for  a  spin,  you'll  be  eligible  to  win  the  Grand  Prize 
in  the  Test  Our  Wheels  Sweepstakes — a  1989  Camaro 
RS  Convertible.  2,500  First  Prize  winners  will 
also  receive  a  pair  of  stylish  Ray-Ban  Wayfarer® 
sunglasses.  For  details  on  how  to  arrange  for  a  free 
test  and  complete  sweepstakes  information, 
contact  your  participating  IBM  Business  Partner- 
Authorized  Typewriter  Dealer  or   

call  1  800  IBM-7257,  ext.  176*  But  y^^^ 
hurry,  offer  ends  July  31, 1989.         ==:^=  ~  = 


®  IBM.  Whrolwrilor  and  Selectric  are  registered  trademarks  of  International  Business  Machines  Corporation.  Wayfarer  is  a  registered  trademark  of  Bausch  &  Lomb. 
*No  lest  necessary. 


BANKAMERICA 

10181.0 

A.  W.  Clausen,  chmn.  &  CEO 

1500 

94 

0 

NA 

1 13 

NA 

-14.7 

NA 

NA 

14.2 

R.  M.  Rosenberg,  vice-chmn. 

975 

40 

0 

NA 

NA 

NA 

Shares  of  restricted  stock  awarded:  chmn.. 

25,000. 

BANKERS TRUST 

5851.3 

C.  S.  Sanford,  Jr.,  chmn. 

1750 

0 

284 

5925 

109 

B 

11.3 

21.5 

a  1 

NEW  YORK 

18.5 

P.  M.  Hampton,  vice-chmn.t 

1350 

0 

274 

4634 

HI 

H 

Deferred  (unvested)  shares  awarded;  chmn 

.,  12,998;  vice-chmn., 

8,665. 

BARNEn  BANKS 

2545.7 

C.  E.Rice,  chmn.  &  CEO 

936 

11 

441 

3310 

123 

m 

15.4 

-2.4 

m 
m 

OF  FLORIDA 

15.5 

A.  0.  Ernest,  Jr.,  pres.  &  COO 

461 

10 

188 

1721 

m 

CHASE  MANHATTAN 

12364.6 

W.  C.  Butcher,  chmn. 

1458 

32 

110 

5220 

96 

a 

2.3 

88.9 

a 

23.9 

T.  G.  labrecque,  pres. 

1068 

34 

340 

3628 

a 

a 

CHEMICAL 

7644.0 

W.  V.  Shipley,  chmn.-Corp.  &  Bank 

1382 

138 

114 

3234 

86 

m 

-1.0 

60.0 

a 

BANKING 

22.7 

T.  S.  Johnson,  pres. -Corp.  &  Bank 

991 

120 

86 

2373 

a 

a 

COMPANY 


EXECUTIVE 


SALES:  $  MILLIONS 

ROE:  % 


1988  COMPENSATION 

TOTAL  ANNUAL  COMP  LONG- 
SALARY    7.  CHANGE  '■'f 
&  BONUS        FROM  COMP. 
$000  1987 


1986-88  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 

TOTAL         $  VALUE  RATING 
COMP         OF  $100 
$000  INVESTED 


ROE  CHANGE  IN  RATING 
%  ROE 


Shores  awarded  from  Performance  Incentive  Shares:  chmn.,  3,500;  pres.,  2,625. 


cmcoRP 


32024.0      J.  S.  Reed,  chmn.  1798       114  0  5363 

19.3      H.  H.Angermueller,  vice-chmn.  1086         92  0  3854 

Shares  of  restricted  stock  granted:  chmn.,  60,000. 


120 


a 
a 


5.0 


34.9 


a 
a 


CITIZENS  & 
SOUTHERN  CORP 

2089.7 
16.2 

B.  A.  Brown,  chmn.  &  CEOt 
H.  M.  Chapman,  pres.f 

805 
544 

30 
19 

0 
129 

2032 
1861 

135 

m 

15.3 

-3.5 

a 
m 

CORESTATES 
FINANCIAL 

1629.7 
16.2 

T.  A.  Larsen,  chmn.,  pres.  &  CEO 
F.  Heldring,  vice-chmn. 

Shares  awarded  under  performance  unit  plan; 

763 
467 
chmn.. 

67 
21 

1,200;  vice-ch 

224 
301 
mn.,  1,715. 

1976 
2633 

140 

m 
m 

15.6 

32.3 

m 

FIRST  CHICAGO 

4815.5 
24.7 

B.  F.  Sullivan,  chmn.-Corp.  &  Bank 
R.  L.  Thomas,  pres.-Corp.  &  Bank 

Shares  awarded:  chmn.,  7,000;  pres.,  4,900. 

1514 
1018 

72 
65 

97 
68 

3509 
2792 

115 

m 
m 

-2.1 

212.3 

m 
m 

FIRST  INTERSTATC 
BANCORP 

5932.1 
4.8 

J.  J.  Pinola,  chmn.  &  CtOt 
E.  M.  Carson,  pres4 

951 
639 

-4 
-5 

307 
54 

4254 
2516 

98 

a 
a 

-3.7 

-62.1 

FIRST  UNH>N 

2899.0 
15.8 

E.  E.  Crutchfield,  Jr.,  chmn.,  pres.  &  CEO 
B.  J.  Walker,  v.-chmn.;  chmn.  &  CEO-sub. 

900 
600 

3 
13 

147 

0 

2840 
2019 

114 

m 

m 

16.3 

-3.0 

m 
m 

Shares  of  restricted  stock  granted:  chmn.,  10,000;  vice-chmn.,  5,400. 


HRST  WACHOVIA 


2020.2 
15.7 


J.  G.  Medlin,  Jr.,  chmn.,  pres.  &  CEO 
D.  R.  Riddle,  exec,  v-p 


865 
422 


15 
9 


399 
372 


2956 
1693 


122 


15.2 


-13.6 


m 


FLEET/NORSTAR  3051.1      J.  T.  Murray,  chmn.,  pres. » CEO  1006         26        2271  5820 

FINANCIAL  GROUP  18.9      P.  D.  Kiernan,  chmn.  &  CEO*  990         60  0  NA 

'Passed  away  9/1 4/88. 


139 


m 

NA 


16.3 


11.3 


MANUFACTURERS        8545.0     J.  F.  McGillicuddy,  chmn.  &  CEO^  1646       105  0  3358 

HANOVER  24.9      E.  A.  Farley,  vice-chmn.J  1022       163  0  1881 

Restricted  stocks  units  awarded:  chmn.,  10,000. 


81 


51 

m 


-7.0  111.9 


a 


MIDLANTK 


1846.5      R.  VanBuren,chmn.4CEO-Cp.,MBIt         1093  16  278  4064 

17.4      R.  T.  Peroino,  pres.-Cp;  chmn.-CBI » CBt        660  4         1193  2898 

Shores  awarded  under  Incentive  Plan:  chmn.,  1 0,000;  pres.,  3,700. 


97 


a 
a 


15.4 


11.4 


J.  P.  MORGAN  7839.4      L.  T.  Preston,  chmn.  1703         37  395  5221 

17.9      D.  Weotherstone,  pres.  1425         51  0  5855 

Shores  vested  under  Mandatory  Deferred  Award  Plan:  chmn.,  6,482;  pres.,  3,889. 


122 


a 
m 


12.3 


7.4 


m 


NATIONAL  CITY  2226.7      E.  B.  Brandon,  chmn.  &  CEO  659         50  0  1975 

17.6      A.  S.  Miles,  pres.  468*       NA  119  NA 

'Includes  compensation  poid  by  First  Kentucky  Natl,  until  7/29/88  (date  acquired  by  Natl.  City). 


167 


m 

NA 


14.7 


13.0 


NCNB 


2833.5 
13.3 


H.  L.  McColl,  Jr.,  chmn.-Cp.,  NCNB 
T.  P.  Hartman,  exec,  v-p 


1200 
735 


184 
183 


69 
35 


2418 
1430 


132 


m 


13.2 


-15.9 


m 


NORWEST 


2474.5      I.  P.  Johnson, chmn., pres.* CEO  1243         12  141  3302 

18.0      R.  M.  Kovacevich,  vice-chmn.  &  COO  994         20         1017e  3382 

*!ncl.  720K  paid  in  connection  with  hiring. 


172 


7.9  109.2 


PNCnNANCLAL 

3827.2 

T.  H.  O'Brien,  chmn.,  pres.  &  CEO 

1334e 

68 

0 

2819 

128 

m 

15.2 

11.9 

17.5 

R.  C.  Milsom,  vice-chmn. 

714 

39 

133 

1943 

m 

SECURITY  PAOFK 

8483.1 

R.  J.  Flamson  III,  chmn.  &  CEO^ 

1440 

43 

342 

4402 

129 

m 

10.7 

25.0 

17.5 

G.  F.  Moody,  pres.  &  COO} 

1040 

42 

497 

3730 

a 

m 


Shores  of  restricted  stock  granted;  chmn.,  60,000;  pres.,  40,000. 


a 


SHAWMUT 
NATIONAL 


2811.2      J.  B.  Alvord,  chmn.  &  CEO  900         31  377  NA 

14.4      G.  S.  Overstrom,  Jr.,  pres.  *  COO  675         32  228  NA 

Shares  of  restricted  stock  granted;  chmn.,  1 7,500;  pres.,  1 4,000. 


118 


NA 
NA 


13.5  -10.4 


NA 
NA 


SOVRAN  FINANCIAL 


2230.3 
17.0 


C.  A.  Cutchins  III,  chmn. 

C.  C.  McGehee,  chmn.-ex.  comm. 


798 
638 


685 
248 


3134 
2212 


119 


16.9 


1.9 


SUNTRUST  BANKS 


2889.0 
16.4 


R.  Strickland,  chmn.  &  CEO 
J.  R.Wells, Jr., pres. 


517 
504 


152 
149 


2477 
1930 


114 


16.5 


5.6 


WELLS  FARGO 


4859.7 
22.4 


C.  E.  Reichardt,  chmn. 
P.  Hazen,  pres. 


1330 
945 


17 
13 


1034 
0 


7093 
4855 


208 


12.4 


65.2 


a 


6  BEVERAGES  (consumer  products) 


ANHEUSER-BUSCH 


8924.1 
23.1 


A.  A.  Busch  III,  chmn.  &  pres. 
J.  E.  Ritter,  v-p  &  group  exec. 


1541 
804 


6 
16 


4126 
1888 


14973 
5706 


157 


a 
a 


21.6  20.6 


a 
a 
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j 


OMPANY 

CUTIVE  ^tOIW 

EXECUTIVE 

PEN  SAT  ION 

1988  COMPENSATION 

ZiCOKEDOARD  

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MIIUONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATING 

KA-COLA 

8337.8 
34.1 

R.  C.  Goizueta,  chmn.  &  CEO 
D.  R.  Keough,  pres.  S  COO 

2164 
1598 

8 
17 

675 
422 

9556 
7814 

170 

14" 

a 

29.7 

49.9 

m 
a 

KA-COLA 
ITERPRISES 

3874.4 
9.2 

B.  G.  Dyson,  pres.  &  CEOf 
L.  R.  Cowart,  exec,  v-p  &  CFO:^ 

1047 
535 

31 
27 

0 
0 

NA 
NA 

NA 

NA 
NA 

5.6 

2.7 

NA 
NA 

ENERAL  CINEMA 

2377.9 
16.2 

R.  A.  Smith,  chmn.  &  CEO 

R.  J.  Tarr,  Jr.,  co-chmn.,  pres.  &  COO 

1225 
975 

69 
61 

0 

1141 

2576 
4217 

137 

m 

H 

NA 

-27.4 

NA 
NA 

SPSKO 

13007.0 
24.1 

D.  W.  Calloway,  chmn.  &  CEO 
M.  H.  Jordan,  pres.  &  CEO-sub. 

1365 
840 

20 
7 

0 
0 

3958 
2614 

172 

m 
[1 

23.5 

5.5 

m 
m 

BUILDING  MATERIALS  (industrial  low  tech) 

>G  INDUSTRIES 

5616.7 
20.8 

V.  A.  SarnI,  chmn.  &  CEO 
E.  J.  Slack,  pres.&COO't 

*Retired  10/31/88.  Shares  earned  under 

1133         29  1195 
633          5  875 
Incentive  Plon:  chmn.,  7,249;  pres.,  1 ,678. 

5150 
3395 

171 

m 
a 

18.4 

17.4 

m 
a 

lERWIN-WIUIAMS 

1950.5 
16.8 

J.  G.  Breen,  chmn.  &  CEO 
T.  A.  Commes,  pres.  &  COO 

746 
423 

—1 5 
-11 

Q 

0 

3766 
1427 

122 

m 

17.8 

4.8 

[21 

lUAN  MATERIALS 

1053.2 
21.8 

H.  A.  Sklenar,  pres.  &  CEO 
W.  J.  Grayson,  Jr.,  exec,  v-p 

708 
360 

9 
4 

244 

132 

2410 
1 228 

194 

m 

(Tl 
LU 

20.1 

43.9 

m 

[A] 

CHEMICALS 

(INDUSTRIAL:  LOW  TECH) 

RPRODUaS& 
lEMKALS 

2436.5 
16.5 

D.  F.  Baker,  chmn.  &  CEO 

L  C.  Holt,  Jr.,  vice-chmn.  &  CAO 

997 
719 

17 
15 

881 
679 

3300 
4096 

138 

m 
a 

10.3 

33.4 

m 
a 

NERKAN 
ANAMID 

4592.0 
14.8 

G.  J.  Sella,  Jr.,  chmn.,  pres.  &  CEO^ 
W.  A.  Liffers,  vice-chmn.f 

1692 
911 

20 
11 

Oe 
461 

5068 
3443 

174 

m 

H 

13.6 

102.7 

a 
a 

KO 

lEMKAL 

2700.0 
35.9 

H.  A.  SorgentI,  pres.  &  CEO 
W.  H.  Magee,sr.v-p&CFO 

760 
584 

13 
54 

Oe 
Oe 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

IBOT 

1769.9 
11.9 

R.  A.Charple,chmn.t  1000* 
S.  W.  Bodman,  chmn.  &  CEO  400 

*lncl  500K  pd  to  him  upon  retirement  9/30/88. 

100 
33 

0 
0 

2088 
NA 

160 

m 

NA 

10.3 

4.4 

m 

NA 

MV  CHEMICAL 

16682.0 
33.2 

F.  P.Popoff,pres.&CEO 

J.  G.  Temple,  Jr.,  exec,  v-p;  chmn.-sub. 

Shares  of  restricted  stock  awarded:  pres.. 

1040 
843 
10, 154;  exec 

15 
20 
v-p,  8,636. 

1710 
662 

5659 
4355 

230 

m 
m 

23.0 

2644.5 

m 
a 

IPONT 

32917.0 
14.2 

R.  E.  Heckert,  chmn. 
E.  S.  Woolard,  Jr.,  pres. 

1611 
1213 

14 
15 

56 
0 

9096 
4029 

145 

a 

a 

12.8 

59.3 

a 
a 

tEEPORT- 
cMORAN 

1944.6 
36.0 

J.  R.  Moffett,  chmn.  &  CEO 
M.  H.  Ward,  pres.  &  COO 

1550 
1280 

67 
70 

270 
100 

3365 
2635 

162 

m 
m 

24.0 

131.9 

m 
m 

lORGIAGULF 

1 060.6 
75.6 

J.  R.  Kuse,  chmn.,  pres.  &  CEO 
J.  D.  Bryan,  v-p-operations 

841 

500 

5 
5 

0 
0 

2361 
1396 

NA 

NA 
NA 

60.8 

-10.1 

m 
m 

F.  GOODRICH 

2416.7 
19.3 

J.  D.  Ong,  chmn.  &  CEO 
L.  Carter,  pres.  &  COO 

960 
728 

13 

8 

495 

339 

3224 
2475 

172 

m 
m 

9.8 

NA 

a 
[]] 

.R.  GRACE 

5786.1 
13.2 

J.  P.  Grace,  chmn.,  pres.  &  CEO                  1395  16 
J.  P.  Bolduc,  vice-chmn.                           869  58 

Shares  of  restricted  stock  issued:  chmn.,  25,600;  vice-chmn.,  19,200. 

2400 
1221e 

6401 
NA 

126 

a 

NA 

-2.0 

149.3 

[U 

NA 

lEAT  LAKES 
lEMKAL 

557.8 
22.6 

E.  Kampen,  chmn.,  pres.  &  CEO 
A.  W.  Smith,  exec,  v-p 

725 
264 

36 
22 

353 
0 

2075 
806 

155 

m 
m 

16.4 

53.5 

m 
m 

:RCULES 

2802.1 
5.9 

D.  S.  Hollingsvirorth,  chmn.  &  CEO 
F.  L.  Buckner,  pres.  &  COO 

Shares  of  restricted  stock  awarded:  chmn 

614 
420 
,  2,450;  pres. 

-7 
-7 
1,400. 

0 
0 

1635 
1214 

127 

m 
m 

18.9 

-34.8 

m 

iMONT 

1710.8 

27.5 

A.  F.  Glocco,  chmn.  &  CEO^ 
R.  M.  Hendricks,  pres.  &  COO^ 

Shares  of  restricted  stock  oworded;  chmn 

841  NA 
481  49 

4,900;  pres.,  2,600. 

0 
0 

NA 
NA 

NA 

NA 
NA 

23.4 

NA 

NA 
NA 

IC  FERTILIZER 
lOUP 

1185.2 
16.2 

B.  B.  Turner,  chmn.,  pres.  &  CEOt                 577*       NA              0  NA 

C.  C.  Williams,  sr.  v-pt                              332*       NA              0  NA 
•Includes  salary  paid  by  Intl.  Mins.  &  Chem.  7/87-2/88.  Shores  restricted  stock  vested:  chmn 

NA 
,  4,800;  sr.  V 

NA 
NA 

p,  2,400. 

NA 

NA 

NA 
NA 

IBRIZOL 

1125.7 
19.8 

L.  E.  Coleman,  chmn.  &  CEO^ 
W.G.  Bares,  pres.&COO^ 

758 
506 

17 
18 

0 
97 

2020 
1695 

140 

m 
m 

15.5 

70.3 

m 
m 

ONSANTO 

8293.0 
15.6 

R.  J.  Mohoney,  chmn.  &  CEO 
E.  H.  Harbison,  Jr.,  pres.  &  COO 

1485 
1049 

61 
71 

0 

247 

4186 
3087 

189 

m 

12.7 

NA 

m 

ORTONTHIOKOL 

2461.1 
14.1 

C.  S.  Locke,  chmn.  &  CEO 
S.  J.  Stewart,  pres.  &  COO 

1033 
547 

11 

23 

3641 
275 

7228 
1800 

107 

a 

15.0 

-16.7 

a 
a 

\LCO  CHEMICAL 

994.2 
22.2 

W.  H.  Clark,  chmn.,  pres.  &  CEOf 
D.  E.  Jackson,  exec,  v-p-intl.  ops. 

893 
520 

28 
22 

105 
69 

2175 
1337 

146 

m 

[U 

18.6 

16.3 

m 
m 

UN 

2308.0 
14.3 

J.  W.  Johnstone,  Jr.,  chmn.,  pres.  &  CEO  759 
R.  R.  Berry,  exec,  v-p  447 

17 
4 

507 
100 

2585 
1938 

150 

[2] 

12.3 

NA 

m 
m 

UANTUM 
lEMKAL  CORP 

2921.9 
NA 

J.  H.  Stookey,  chmn.,  pres.  &  CEO 
D.  L.  Allen,  exec,  v-p 

1429 
769 

47 
41 

4455 
2108 

9752 
5053 

318 

[31 

m 

NA 

NA 

NA 
NA 

)HM&HAAS 

2535.0 
19.1 

V.L  Gregory,  Jr.,  chmn.'tt                        941            1  0 
J.  L.  Wilson,  chmn.^                               793         25  218 

•Retired  6/30/88.  Shares  of  restricted  stock  awarded:  present  chmn.,  8,864. 

3482 
2326 

145 

m 
m 

17.1 

26.6 

a 
a 

;CUTIVE  COMPENSATION  SCOREBOARD  BUSINESS  WEEK/MAY  1 ,  1 989  57 


It's  not  that  the  usual  benchmarks  are  invalid. 

It's  just  that  Audi  prefers  to  set  the  bar  a  bit  higher  To  satisfy  our  own 
stringent  standards.  To  pursue,  in 
other  words,  an  alternate  route. 

And  should  you  think  the 
difference  is  all  in  our  head,  consider 
our  body  It's  100%  galvanized  steel. 
Inside  and  outside. 

^  J  1-\  T        5     •  A        !•  Not  unhkf  your  own  skm.  Audi's  remarkahli' i^^alvamzcd 

Unusual?  Lets  just  say  Audi  ^ody  can  aauauy  heai  ,^4 
is  the  first  and  only  car  maker  to  offer  a  full  line  of  fuUy  galvanized  sedan; 
The  result?  An  Audi  resists  rust  as  resolutely  as  it  resists  convention. 

Even  more  remarkable,  our  engineers  employ  a  zinc  coating  that 
reduces  the  potential  corrosion  of  everyday  nicks  and  scrapes  via 


It  SetsThe  Standard 
By  Ignoring  It 


The  100/200  Luxury  Sedans. 


j  :athodic  effect."  Which  is  a  fancy  way  of  saying  it  actually  heals  itself. 

But  then,  a  body  like  ours  deserves  no  less.  Because  the  Audi 
00/200  Series  is  the  latest  evolution  of  a  sedan  design  cited  as  "the  new 
yling  standard  for  cars  of  this  class"  (MotorTrend). 

To  which  Road&Track  added  this  clarification:  'Audis  are  inno- 
ative  automobiles,  their  identity  based  not  on  a  familiar  grille  shape, 
yling  theme  or  dizzying  performance  but  on  a  penchant  for  represent- 
ig  the  state  of  the  technical  art." 

And  since  every  Audi  comes  with  the  powerful  protection  of  the 


udi  Advantage  (your  dealer  will  proudly  share  the  impressive 
etails),  you'U  also  enjoy  an  unprecedented  standard  of  security. 


Which  is  the  only  standard  we  know  "Jllgy^l^gffigjg  RoUfe 


 ExaEm«EE€0NiPEiis«noiEESeoREBm^^ 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

0L 

1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES 

$  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
'  FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

RATING 

UNION  CARBIDE 

8324.0 
36.1 

R.  D.  Kennedy,  chmn.,  pres.  &  CEO| 
J.  C.  Stephenson,  v.-chmn.,  Cf  0  &  CAO} 

1396 
853 

40 

27 

2217 
754 

5699 
5064 

126 

m 

22.5 

NA 

m 
m 

s 

9  CONGLOMERATES 

(INDUSTRIAL:  LOW  TECH) 

ALCO  STANDARD 

3874.1 
13.4 

R.  B.  Mundt,  chmn.&  CEO 
R.  C.  Gozon,  pres.  &  COO 

1407 
616 

19 
29 

123 
142 

3294 
1526 

157 

[1 
m 

14.2 

-19.6 

[3] 

m 

m_ 

AUIED-SIGNAL 

11909.0 
14.2 

E.  L.  Hennessy,  Jr.,  chmn.  &  CEO 
A.  Belzer,  pres.  &  COO 

1550 
1061 

12 
53 

3297e 
1575e 

8533 
4395 

81 

15.4 

NA 

m 
m 

isT' 

GENERAL  ELEORK 

49414.0 
18.3 

J.  F.  Welch,  Jr.,  chmn.  &  CEO 

L.  A.  Bossidy,  vice-chmn.  &  exec.  off. 

2352 
1594 

14 
16 

0 
0 

18849 
6965 

134 

m 
m 

15.9 

9.1 

m 

iia 

GULF  &  WESTERN 

3123.4 
16.6 

M.  S.  Davis,  chmn.  &  CEO 

D.  Oresman,  exec,  v-p  &  CAO 

3673 
1081 

60 
14 

12577e 
381 

21822 
3896 

170 

m 
a 

15.1 

164.5 

[5] 

Ml 

HOUSEHOLD 
INTERNATIONAL 

2637.4 
14.7 

E.  P.  Hoffman,  pres.  &  COO                      1472*  NA 
D.  C.Clark,  chmn.  &  CEO                          1015  4 
*  Includes  $597,000  ior  compensation  forfeited  upon  joining  compo 

0  NA 
4462  8073 
ny.  Shares  awarded  as  bonus 

148  NA 

[5] 

;  chmn.,  3,500. 

15.4 

66.0 

NA 

a 

m 

19355.0 
10.8 

R.  V.  Araskog,  chmn.  &  CEO 
D.  C.  Thomas,  pres.  &  COO 

Shores  of  restricted  stock  awarded;  chmr 

2234  18 
1327  17 
.,  120,000;  pres.,  10,230. 

617 
332 

10019 
5328 

141 

a 

10.7 

155.7 

a 
a 

MINNESOTA  MINING 
&MFG. 

10581.0 
20.9 

A.  F.  Jocobson,  chmn.  &  CEO 
M.  i.  Monteiro,  exec,  v-p 

Shares  of  restricted  stock  granted:  chmn. 

1081 
575 
4,2 13;  exec  V 

13 

675 
399 

3488 
2658 

151 

m 
m 

18.8 

26.3 

m 

10 
p,  3,840. 

m 

mm 

PAU 

455.5 
1 7  4 

D.  B.  Pall,  chmn. 

A.  Krasnoff,  vice-chmn. 

588 
588 

5 
5 

0 
0 

1697 
1921 

128 

m 
m 

18.0 

-12.3 

m 

51 

ROCKWEU 
INTERNATIONAL 

12134.1 
20.7 

D.  R.Beall,  chmn.  &  CEO 

R.  Anderson,  chmn. -exec,  comm. *t 

♦Retired  Oct,  1,  1988. 

1240 
1120 

12 

-23 

2064 
2890 

8827 
12523 

133 

m 

19.7 

2.4 

a 

■ 

ns 

B 

TELEDYNE 

4522.7 
18.3 

H.  E.  Singleton,  chmn. 

G.  A.  Roberts,  CEO  &  pres. 

860 
808 

1 
1 

0 
0 

2560 
2408 

103 

m 
a 

17.3 

-47.1 

a 
o 

mMii 

TENNECO 

13234.0 
-0.8 

J.  L.  Ketelsen,  chmn.  &  CEO^ 
J.  P.  Diesel,  pres.tt 

Shares  of  restricted  stock  granted:  chmn. 

1077 
740 
,  65,000;  pres. 

3 

10 
2,000. 

0 
0 

3068 
2119 

146 

m 
m 

-1.3 

NM 

[H 

noNu 

TEXTRON 

7279.4 
1 1.5 

B.  F.  Dolan,  chmn.,  pres.  &  CEOf 

D.  K.  Farrar,  sr.  exec,  v-p-operallons^ 

2066 
1075 

11 
5 

0 
0 

6519 
2993 

109 

a 
a 

12.0 

3.2 

a 
a 

— 
nowii 

TRW 

6982.0 
16.6 

R.  F.  Mettler,  chmn.  &  CEOf 

J.  T.  Gorman,  chmn.,  pres.  &  CEO 

1187 

12 

0 

274 

7587 
2921 

106 

m 
a 

17.2 

28.1 

a 

nims 

818 

4 

m 

m 

USX 

16877.0 
14.0 

D.  M.  Roderick,  chmn. 

W.  E.  Swales,  vice-chmn.-energy 

1961 
1018 

44 

32 

0 
0 

6545 
2343 

124 

a 
m 

-6.3 

294.3 

WHITMAN  CORP 

3582.5 
20.4 

K.  D.  Bays,  chmn.  &  CEO 
B.  F.  Schenk,  vice-chmn. f 

1155 
805 

78 
5 

1123e 
2230e 

NA 
5470 

200 

NA 

a 

10.8 

123.3 

NA 

a 

mi 

10  CONTAINERS  &  PACKAGING  (industrial  low  tech) 

us 

iiitvniii 

SONOCO 
PRODUaS 

1599.8 
21.2 

C.  W.  Coker,  pres. 

T.  C.  Coxe  III,  exec,  v-p 

841 
473 

31 
31 

0 
68 

2788 
1226 

233 

m 
m 

17.9 

26.8 

m 
m 

im 
m 

TEMPLE-INLAND 

2099.0 
18.2 

C.  J.  Grum,  pres.  &  CEO 

W.  W.  McDonald,  exec,  v-p  &  CFO 

804 
515 

21 
6 

0 
0 

7076 
2325 

142 

a 

14.0 

84.5 

m 

IFOOI 

1  1   DRUGS  (CONSUMER 

PRODUCTS) 

11 

ABBOTT 
LABORATORIES 

4937.0 
30.5 

R.  A.  Schoellhorn,  chmn.  &  CEO 
D.  L.  Burnham,  vice-chmn.  &  CFO 

♦Includes  $469,000  tax  reimbursement. 

1920*        44  2322 
790         15  0 
Shares  of  restricted  stock  awarded;  chmn. 

8265 
2336 
21,600. 

149 

a 

m 

30.4 

22.7 

m 

m~ 

AMERICAN  HOME 
PRODUaS 

5500.5 
31.3 

J.  R.  Stafford,  chmn.,  pres.  &  CEO 
J.  W.  Culligan,  chmn.-exec.  comm.'f 

♦Retired  1 1/88. 

1430 
1118 

9 
-8 

535 
2975 

4734 
6930 

148 

m 
m 

32.5 

0.1 

m 
a 

m 

BAXTER 

INTERNATIONAL* 

6861.0 
10.5 

V.  R.  Loucks,  Jr.,  chmn.  &  CEO 
W.  H.  Gantz,  pres. 

997 
633 

-17 
-15 

466e 
259e 

4040 
2415 

120 

m 
m 

8.2 

68.1 

m 
a 

is 

BEaON, 
DICKINSON 

1749.1 
15.3 

W.  J.  Howe,  chmn.  &  CEO 
R.  V.  Gilmartin,  pres. 

1397 
456 

8 
11 

3531 
1492 

7505 
2792 

175 

Hi 

15.2 

18.5 

a 

iii 

BRISTOUMYERS 

5972.5 
23.4 

R.  I.  Gelb,  chmn. 

W.  R.  Miller,  vice-chmn. 

1475 
917 

15 
9 

12578 
3354 

18018 
6524 

150 

[5] 

a 

22.0 

7.8 

a 
a 

lia 

JOHNSON & 
JOHNSON 

9000.0 
27.8 

J.  E.  Burke,  chmn.  &  CEOt                         1477  15 
D.  R.Clare, pres.; chmn.-exec. comm.f         1130  15 
Shares  issued  under  Stock  Compensation  Plan;  chmn.,  3,600;  pres.. 

1381 
683 

2,700. 

5867 
5173 

171 

m 
a 

21.1 

51.8 

m 

EUUUY 

4069.7 
23.6 

R.  D.  Wood,  chmn.,  pres.  &  CEO 

E.  L.  Step,  exec,  v-p;  pres.-phar.  div. 

1148 

652 

14 
14 

330 
1287 

8598 
3520 

164 

m 

m 

19.2 

8.8 

m 
m 

ifS 

MAPION 
LABORATORIES 

826.6 
39.2 

F.  W.  Lyons,  Jr.,  pres.  &  CEO 
E.  M.  Kouffman,  chmn. 

817 
777 

-7 
-9 

0 
0 

3011 
2373 

181 

m 

32.5 

66.1 

m 
m 

MERCK 

5939.5 
42.3 

P.  R.  Vagelos,  chmn.,  pres.  &  CEO 
J.  E.  Lyons,  vice-chmn. 

Shares  awarded:  chmn.,  3,361 . 

1608 
908 

17 
4 

5286 
5414 

9229 
7872 

266 

m 
a 

37.1 

106.2 

m 
m 

6C'  BUSINESS  WEEK/MAY  1 ,  1989  EXECUTIVE  COMPENSATION  SCOREBOAF  ^' ' 


OMPANY   EXECUTIVE   1988  COMPENSATION       1986-88  PAY-PERFORMANCE  ANALYSIS 


1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

SALARY  % 

CHANGE 

TERM 

TOTAL 

$  VALUE 

RATING 

ROE 

CHANGE  IN 

RATING 

ROE:  % 

&  BONUS 

FROM 

COMP 

COMP 

OF $100 

% 

ROE 

$000 

1987 

$000 

$000 

INVESTED 

% 

fIZER 

5385.4 

E.  T.  Pratt,  Jr.,  chmn.  &  CEO 

1371 

10 

2376 

10984 

125 

a 

18.5 

-7.1 

a 

18.4 

G.  D.  Laubach,  pres. 

1028 

10 

0 

6961 

[5] 

[5] 

CHERING-PLOUGH 

2969.4 

R.  P.  Luciano,  chmn.  &  CEO^ 

1342 

10 

1979e 

7475 

207 

m 

21.1 

78.5 

m 

23.2 

R.  J.  Kogan,  pres.  &  C00| 

878 

10 

1 175e 

4463 

m 

[3] 

MITHKUNE 

4749.0 

H.  Wendt,  chmn.  &  CEO 

751 

-51 

0 

4196 

140 

m 

30.3 

-34.7 

m 

ECKMAN 

14.8 

G.  S.  Herbert,  exec,  v-p 

700 

29 

0 

NA 

NA 

NA 

SUiBB 

2585.8 

R.  M.  Furlaud,  chmn.  &  CEO 

1542 

10 

630 

17266 

175 

[5: 

25.0 

107.8 

a 

32.1 

J.  Leschly,  pres.  &  COO 

833 

17 

708 

6081 

!4j 

□J 

fNTEX 

1336.1 

A.  Bowers,  chmn. 

1096 

11 

449 

10762 

186 

a 

39,3 

126.8 

48.5 

H.  A.  Wolf,  vice-chmn. 

565 

6 

2796 

4753 

m 

NOHN 

2753.5 

T.  Cooper,  chmn.  &  CEO 

1006 

25 

634 

3917 

137 

m 

18.5 

27.5 

20.0 

L.  CHoff,  pres.  &  COO 

831 

8 

944 

4141 

Shores  aworded:  chmn.,  9,000;  pres.,  9,000. 

FARNER- 

3908.4 

J.  D.  Williams,  chmn.  &  CEO 

1310 

13 

4814 

8786 

177 

m 

34.0 

NA 

m 

\MBERT 

34.1 

M.  R.  Goodes,  pres.  &  COO 

886 

11 

271 1 

5212 

m 

CD 

2  ELECTRICAL,  ELECTRONICS  (industrial  high  tech) 

MP 

2669.7 

W.  F.  Raab,  chmn.  &  CEO 

612 

13 

152 

2886 

131 

m 

18.0 

93.6 

m 

21.0 

H.  A.  Mclnnes,  vice-chmn. 

429 

10 

232 

2334 

m 

m 

MPER  INDUSTRIES 

4258.3 

R.  Cizik,  chmn.  &  pres. 

1235 

40 

1450e 

5116 

141 

m 

11.3 

39.8 

m 

12.7 

A.  E.  Riedel,  sr.  v-p-admln. 

647 

37 

725e 

2584 

m 

m 

MERSONELEaRIC 

6793.1 

C.  F.  Knight,  chmn.  &  CEO 

1681 

12 

654 

7508 

123 

a 

17.8 

3.8 

a 

18.7 

J.  F.  Hardymon,  pres.  &  COO 

650 

25 

286 

2468 

m 

ARRIS 

2104.8 

J.  T.  Hartley,  chmn.,  pres.  &  CEO 

983 

20 

0 

2482 

109 

m 

7.4 

-24.6 

a 

7.0 

F.  J.  Lewis,  sr.  v-p;asst.-chmn./CEO 

437 

-1 

0 

1287 

iTEL 

2874.8 

A.  S.  Grove,  pres.  &  CEO 

684 

2 

5746 

7466 

122 

a 

6.9 

NM 

m 

21.8 

G.  E.  Moore,  chmn. 

645 

-2 

0 

1675 

m 

nON  INDUSTRIES 

4942.8 

0.  L.  Hoch,  chmn.  &  CEO 

997 

27 

3581 

6281 

86 

11.5 

-54.1 

m 

14.6 

F.  W.  O'Green,  chmn. -exec.  comm. 

973* 

-5 

4235 

10062 

m 

*Reflects  payment  until  he  retired  as  chmn.  and  assumed  present  title 

(3/31/881. 

lOTOROLA 

8250.0 

W.  J.  Weisz,  vice-chmn.  &  off.  of  Brd. 

824 

10 

677 

4391 

113 

a 

10.2 

318.3 

m 

13.2 

J.  F.  Mitchell,  vice-chmn.  &  off.  of  Brd. 

752 

11 

0 

6580 

m 

a 

ATIONAL  SERVICE 

1444.1 

E.  Zoban,  chmn. 

605 

4 

0 

171 1 

122 

m 

15.2 

-4.7 

a 

IDUSTRIES 

15.4 

S.  Kirschner,  pres.  &  CEO 

573 

23 

0 

1435 

m 

&YCHEM 

1102.7 

P.  M.Cook, chmn.  &  CEO 

1000 

55 

0 

1969 

109 

m 

12.5 

72.2 

m 

13.8 

R.  M.  Halperin,  pres.  &  COO 

808 

47 

0 

1667 

m 

m 

Shares  ot  restricted  stock  awarded:  chmn. 

141,120;  pres 

,  127,008. 

QUARED 

1656.8 

D.  L.  Knouss,  chmn.  &  CEOf 

770 

-6 

203e 

2537 

126 

m 

16.5 

10.6 

m 

18.7 

J.  L.  Slead,  pres.,  CEO  &  COO 

528 

-7 

0 

NA 

NA 

NA 

EXAS 

6294.8 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 

798 

17 

789 

3011 

123 

m 

11.6 

NA 

m 

ISTRUMENTS 

19.5 

W.  P.  Weber,  exec,  v-p 

451 

8 

93 

1374 

m 

fESTINGHOUSE 

12499.5 

J.  C.  Marous,  chmn.  &  CEO 

1408 

44 

253 

5726 

129 

a 

21.5 

15.9 

m 

lEaRK 

21.7 

P.  E.  Lego,  pres.  &  COO 

1104 

52 

253 

NA 

NA 

NA 

3  WOOD  PROCESSING  (consumer  products) 

RCHER-DANIELS- 

7379.4 

D.  0.  Andreas,  chmn.  &  CEO 

1104 

13 

0 

2965 

141 

m 

11.9 

42.0 

m 

IIDLAND 

12.9 

J.  R.  Randall,  pres. 

725 

13 

0 

2014 

m 

m 

ORDEN 

7243.5 

R.  J.  Ventres,  chmn.  &  CEO^ 

1412 

41 

575 

4169 

183 

16.2 

22.6 

16.9 

A.  S.  D'Amato,  exec,  v-p  &  pres.^ 

595 

38 

1 122 

2688 

m 

AMPBEUSOUP 

5269.1 

R.  G.  McGovern,  pres.  &  CEO 

826 

19 

122 

4484 

138 

m 

13.8 

-10.8 

m 

12.8 

H.  M.  Baum,  sr.  v-p  &  pres. -USA  Div. 

480 

29 

198 

1394 

a 

ONAGRA 

10341.4 

C.  M.  Harper,  chmn.  &  CEO 

1312 

12 

1392 

7863 

145 

a 

19.5 

-5.1 

a 

19.2 

P.  B.  Fletcher,  pres.  &  COO-sub. 

429 

2 

464 

2838 

m 

PC  INTERNATIONAL 

4700.0 

J.  R.  Eiszner,  chmn.  &  CEO 

1 181 

36 

1224 

4810 

219 

m 

26.6 

133.8 

m 

24.2 

R.  W.  Siebrosse,  vice-chmn.;  pres. -sub. 

508 

42 

335 

2123 

m 

m 

ENERALMIUS 

5314.7 

H.  B.  Atwater,  Jr.,  chmn.  &  CEO 

1310 

1 

1835e 

5693 

184 

m 

35.0 

25.1 

33.6 

F.  C.  Blodgett,  vice-chmn.,  CFO  &  CAO 

1014 

0 

1002 

3966 

m 

m 

I.J.  HEINZ  CO 

5639.5 

A.  J.  F.  O'Reilly,  chmn.,  pres.  &  CEO 

1099 

7 

3822 

9746 

155 

a 

25.1 

20.1 

m 

26.7 

J.  J.  Bogdanovich,  sr.  v-p;  chmn. -sub. 

564 

-4 

773 

3748 

m 

m 

lERSHEY  FOODS 

2168.0 

R.  A.  Zimmerman,  chmn.  &  CEO 

732 

11 

360 

3040 

162 

m 

16.8 

-13.3 

m 

14.4 

K.L.  Wolfe,  pres.  &  COO 

502 

10 

245 

2073 

m 

m 

lOLLY  FARMS 

1798.4 

R.  I.  Taylor  It,  pres.  &  CEO;  v-p-sub. 

262 

-13 

0 

816 

208 

m 

14.8 

13.1 

m 

15.6 

K.  N.  May,  chmn.  &  CEO-sub. 

206 

9 

0 

572 

m 

ILLOGG 

4348.8 

W.  E.  LaMothe,  chmn.  &  CEO 

1300 

18 

800e 

4159 

196 

m 

33.5 

-21.3 

m 

32.4 

H.  W.  Schroeder,  pres.  &  COO 

590 

18 

1 

1975 

m 

m 

WNEER  HI-BRED 

862.9 

T.  N.  Urban,  chmn.  &  pres.f 

384 

28 

0 

1077 

97 

m 

11.8 

-50.6 

m 

fnERNATIONAL 

11.0 

C.  S.  Johnson,  sr.  v-p  S  treas.f 

265 

30 

0 

708 

m 

a 

Shares  of  restricted  stock  granted:  chmn.. 

2,541;  sr.  v-p,  1,530. 
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If  you  think  you  only  have  one  choice  when  it  comes  to 

picking  office  typewriters. 


tiink  again. 


Think  Canon.  We  make  tough,  reliable  typewriters  that  are  more  than  a  match  for  any  electronic 
I  today's  market,  feature  for  feature. 

If  you  think  only  one  company  lets  you  customize  your  typewriters,  think  i^ain.  With 
inon's  Custom  Series  you  can  mix  and  match  features-memory  size,  type  of  display,  etc.  You 
'  sign  the  perfect  typewriter  for  each  workstation. 

If  you  think  only  one  company  makes  easy-to-use  office  typewriters,  think 
ain.  Corrections  and  text-editing  are  a  snap  with  Canon.  And  our  machines 
e  exceptionally  quiet. 

Finally,  if  you  think  only  one  company  provides  comprehensive 
rvice  and  support,  think  again.  Canon  has  a  network  of  over  700  . 
Uy  trained  dealers  nationwide.  V 

So  before  you  put  your  money  down  on  a  new  office  type-  ^ 
iter,  visit  your  nearest  Canon  dealer  Once  all  the  cards  are  on  the 
3le,  we're  sure  you'll  agree  that  it  pays  to  think  twice. 

For  more  information  call  1-800-453-1900.  Or  check  the 
llow  pages  for  the  Canon  Typewriter  Dealer  nearest  you. 

aEniUf  easy  asteiOBO  pSffWHi  w^l^  TO  Cinon  Cfrtii  Carfl  ^0^-^ 
Kii  lor  OtBiis  Ji  pafticipjting  Canon  tvaten  m  rtoiwis  m  "A^ft  ^^^^  -^b^^ 

AniUMonlvinuS    ei9BeCjtw>lnc  ■  II  A  ■  II 

THINK  AGAIN.  THINK  CANON 


l^pf  easy  edenM  |»fr«n&  wl1^  <nt  Unon  Crnd>i  Card 
lor  OtBils  Jl  pifticipjtirw  Canon  tVaten  M  rtOiWis 
'  AvaiUMonlvinuS    C  iSBBC^twi  Inc 
USA  IOC  OneCanonPlaiiLateSucass. NY  11042 
Hie  UfiitW  SBftS  Pljving  CjrO  Comoany; 


1^ 


\         Executive  C<WitffHwgnoig^aBaaaHBgRp 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
8,  BONUS 
$000 

°.  CHANGE 
FROM 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 

INVtbltU 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATING 

CUB 
I6_ 

QUAKER  OATS 

5615.6 
20.1 

W.  D.  Smilhburg,  chmn.  &  CEO 
F.  J.  Morgan,  pres.  S  COO 

1186 
833 

19 
16 

2179e 
3849e 

6072 
6874 

195 

a 

19.3 

3.2 

m 
a 

RALSTON  PURINA 

6045.6 
29.6 

W.  P.  Stirltz,  chmn.,  CEO  &  pres. 
J.  W.  Brown,  v-p;  chmn.  &  CEO-sub. 

1029 
369 

18 
4 

11919 
0 

16427  ' 
1426 

182 

a 
m 

36.9 

6.8 

a 
m 

HOKIi 

SARA  LEE 

11206.4 

20.0 

i.  H.  Bryan,  Jr.,  chmn. 
J.  B.  McKlnnon,  pres. 

1367 
850 

9 
13 

5396 
1862 

13731 
4528 

178 

[3] 

19.2 

-0.8 

a 
a 

i«DOM 

SYSCO 

5561.0 
16.3 

J.  F.  Woodhouse,  chmn.  &  CEO 
B.  M.  lindig,  pres.  &  COO 

915 
797 

180 
189 

123 
0 

1854 
1683 

176 

m 

\2\ 

14.9 

10.0 

m 

WM.WRIGLEYJR 

891.4 

28.3 

W.  Wrigley,  pres.  &  CEO  610 
R.  D.  Ewers,  exec,  v-p  403 

Shares  of  restricted  stock  awarded;  pres.,  1 ,432;  exec. 

10 
34 
v-p,  474. 

0 
0 

1671 
1019 

250 

m 

Lb 

23.6 

68.2 

m 
m 

m 

14  FOOD  &  LODGING 

(SERVICE) 

IS 

HILTON  HOTCLS 

915.4 
16.1 

B.  Hilton,chmn.,  pres.  &  CEO 

J.  V.  Glovenco,  exec.  v-p-Nev.  Gom. 

955 
560 

1 8 
16 

0 
0 

2437 
2621 

173 

[2j 

1 6.0 

4.6 

L3J 

m 

w 

MARRIOn 

7370.0 
32.1 

J.  W.  Marriott,  Jr.,  chmr  ,  pres.  &  CEO 
F.  W.  Cash,  exec,  v-p 

Shares  vested:  chmn.,  6,890;  exec,  v-p,  2,83^ 

1007 
716 

3 
21 

0 
309 

2877 
3819 

147 

m 
m 

26.3 

62.8 

m 
m 

wno 

MCDONALD'S 

5520.8 
19.7 

F.  L.  Turner,  chmn. -exec,  comm 
M.  R.  Quinlan,  pres.  &  CEO 

*lncludes  $500,000  deferred  special  bonus. 

1075* 
900 

95 
13 

1595 
915 

3770 
5294 

138 

a 

19-3 

0.5 

[Una 

a 

iiu 

15  GENERAL  &  SPECIAL  MACHINERY  (industrial  low  tech) 

BLACK  &  DECKER 

2374.2 
13.7 

N.  D.  Archibald,  chmn.,  pres.  &  CEO 
G.  M.  Sherman,  sr.  v-p 

1 162 
597 

63 
25 

0 
0 

2474 
1408 

114 

m 
m 

8.9 

NA 

m 
m 

UMIi 

CATERPiUAR 

10435.0 
15.0 

G.  A.  Schoefer,  chmn. 
P.  P.  Donis,  pres. 

662 
522 

34 
33 

33 
611 

2221 
2146 

156 

m 
m 

8.8 

132.1 

m 

W 

DEERE 

5460.9 
1 1.9 

R.  A.  Hanson,  chmn.  &  CEO 
H.  W.  Becherer,  pres. 

906 
558 

88 
105 

1079 
485 

2920 
NA 

173 

NA 

-1.6 

779.9 

a 

NA 

m 

DOVER 

1953.8 
19.7 

G.  L.  Roubos,  pres. 

J.  B.  Apple,  v-p;  pres.-sub. 

924 
659 

18 
63 

323 
0 

3386 
1472 

151 

m 
m 

165 

23.0 

m 
m 

uwoi 

DRESSER 
INDUSTRIES 

3988.6 
8.9 

J.  J.  Murphy,  chmn.  &  pres. 
B.  D.  St.  John,  exec,  v-p-admin. 

978 
467 

97 
97 

0 
83 

2028 
1133 

171 

m 

3.3 

NA 

m 
m 

WM 

FMC 

3286.9 
NA 

R.  H.Molott,  chmn.  &  CEO 
R.  C.  Tower,  pres.  4  COO 

1043 
739 

1 1 
1 1 

0 
0 

3406 
2421 

278 

m 
m 

NA 

NA 

NA 
NA 

IRN 

INGERSOLl-RAND 

3021.4 
12.5 

T.  a.  Holmes,  chmn.  &  pres.'f 
T.  H.  Black,  chmn.  &  pres.* 

*Holmes  retired  9/30/88  and  Black  rejoined 

1053 
780 
company 

1 

NA 

2/1/88. 

729 
168 

4494 
NA 

175 

m 

NA 

10.1 

70.6 

m 

NA 

m~ 

SNAP-ON  TOOLS 

854.6 
22.5 

M.  F.  Gregory,  pres.  &  CEO 
M.  G.  Hassett,  exec,  v-p 

562 
329 

27 
17 

19 
232 

1452 
1099 

178 

m 

m 

19.7 

27.0 

m 
m 

TYCO 

LABORATORIES 

1792.5 
18.4 

J.  F.  Fort,  chmn.,  pres.  &  CEO 

L.  D.  Kozlowski,  pres. -Grinned  Corp. 

901 
813 

53 
NA 

2278 
456 

7997 
NA 

309 

m 

NA 

19.9 

9.7 

a 

NA 

16                UMENTS   (INDUSTRIAL:  HIGH  TECH) 

GENERAL  SIGNAL 

1760.2 
5.5 

E.  M.  Carpenter,  chmn.  &  CEO                   860*  NA 
J.  E.  Halter,  sr.  v-p-operalions                   308  8 

*lncludes  $200,000  payment  for  commencement  of  employment. 

0 
0 

NA 
888 

114 

NA 

m 

7.1 

0.3 

NA 

m 

ir 

HONEYWEU 

7148.3 
-25.1 

J.  J.  Renier,  chmn.  &  CEO 
E.  W.  Spencer,  chmn.f 

575 
558 

-33 
-45 

28 
28 

2166 
2730 

89 

m 
a 

-4.4 

NM 

m 
m 

JOHNSON 
CONTROLS 

16.2 

3227.2 
1 1.9 

F.  L.  Brengel,  chmn.f 

J.  H.  Keyes,  pres.  &  COOX 

1287 
715 

49 

50 

63 
63 

4167 
1780 

163 

m 
m 

11.2 

m 
m 

» 

17  LEISURE  TIME  INDUSTRIES  (consumer  products) 

m 

HUd) 

in 

BRUNSWICK 

3282.0 
20.3 

J.  F.  Reichert,  chmn.,  pres.  &  CEO 
V.  H.  Sommerville,  v-p;  chmn. -sub.* 

'Resigned  12/88, 

1356 
726 

17 

-26 

944 
0 

10651 
NA 

164 

a 

NA 

18.7 

6.0 

a 

NA 

WALT  DISNEY 

3747.2 
22.8 

M.  D.  Eisner,  chmn.  &  CEO 
F.  G.  Wells,  pres.  &  COO 

7506 
3778 

12 
1 1 

32588 
28357 

50201 
37238 

236 

m 

20.5 

55.5 

m 

[3] 

EASTMAN  KODAK 

17034.0 
20.6 

C.  H.  Chandler,  CEO 

K.  R.  Whitmore,  pres.  &  exec  off. 

1252 
969 

20 
24 

0 
0 

3353 
2472 

149 

m 
m 

15.4 

307.3 

m 
m 

MCA 

3023.7 

1.  Azoff ,  v-pi 

650* 

16 

4337 

9847 

96 

m 

9.5 

-8.9 

9.7 

T.  P.  Pollock,  v-pi                                    637*        14  1775 
'includes  extra  semi-monthly  salary  payment  due  to  change  in  payment  dotes. 

NA 

NA 

NA  1 

18  METALS  &  MINING  (resources) 

ALUMINUM  CO 
OF  AMERICA 

9795.3 
19.8 

P.  H.  O'Neill,  chmn.  &  CEO 
C.  F.  Fefterolf,  pres.  &  COO 

1113 
893 

97 
28 

0 
0 

NA 

3351 

155 

NA 

m 

10.9 

NA 

NA 

m 

AMAX 

i 

3944.0 
53.5 

A.  Born,  chmn.,  pres.  &  CEO 
P.  E.  Drack,  pret.-Alumax  Inc. 

1279 
608 

33 
NA 

0 

210 

2904 
NA 

168 

m 

NA 

18.6 

NA 

m 

NA 
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1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS-  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SAURY  ° 
8,  BONUS 
$000 

0  CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATING 

OMESTAKE 
IINING 

345.6 
8.4 

H.  M.  Conger,  chmn. 
D.  K.  Fagin,  pres. 

606 
487 

12 
1 

337 
0 

2523 
1201 

113 

m 

1  1.1 

103.5 

m 
m 

EWMONT  MINING 

499.9 
NA 

G.  R.  Parker,  chmn.,  pres.  &  CEO                  823  * 
R.  B.  Leather,  vice-chmn.                           5 1 3  * 

*  Also  received  $  1 50,000  and  $  1 47,000  (respectively)  fo 

-16  0 
-26  0 
rcorp.  relocation  expenses 

2953 
1638 

288 

m 

m 

NA 

NA 

NA 
NA 

HELPS  DODGE 

2319.8 
28.2 

G.  R.  Durham,  chmn.  &  pres. 
D.  C.  Yearley,  exec,  v-p 

850 
580 

6 
5 

0 
0 

2100 
1440 

235 

s 
m 

14.8 

NM 

m 
m 

EVNOIOS  METALS 

5567.1 
23.6 

W.O.Bourke,  chmn.  &  CEO 
R.  G.  Holder,  pres.  &  COO 

1038 
770 

11 
12 

347 
360 

3910 
2704 

295 

T 

14.5 

NA 

a 
a 

9  MISCELLANEOUS  MANUFACTURING  (industrial  low  tech) 

8RNING  GLASS 
lORKS 

2121.5 
18.7 

J.  R.  Houghton,  chmn.  878 
R.  Dulude,  group  pres.  517 

Estimated  shares  awarded  under  Incentive  Stock  Plans:  c 

9  274 
14  62 

hmn.,  8,895;  gp.  pres.,  5,8 

2862 
1738 

1. 

120 

m 
m 

14.3 

106.4 

m 

MHART 

2762.5 
14.0 

P.  L. Scott, chmn., pres.* CEO                   1120  12 
W.Clichtenfels,  pres.  i  coot                 665*  4 
*Exclude5  $780,000  for  early  retirement.  Performance  shares  earned 

0  6589 
0  1915 
chmn.,  5,625;  pres.,  3,744 

155 

a 

m 

8.4 

6.1 

a 
a 

UNOISTOOL 
fORKS 

1929.8 
18.8 

J.  0.  Nichols,  chmn.  &  CEO 

H.  8.  Smith,  Jr.,  chmn.-exec.  comm. 

Shares  of  restricted  stock  av/arded:  chmn.. 

715 

373 
16,000. 

18 

7 

0 

1770 

2776 
3326 

205 

iIj 

m 

17.7 

140.4 

[2] 

m 

UBBERMAID 

1193.5 
19.4 

S.  C.Goult,  chmn.  &  CEO 
W.  W.  Williams,  pres.  &  COO 

885 
652 

4 
NA 

0 
0 

2994 
NA 

151 

T 

NA 

19.4 

2.2 

m 

NA 

0  NATURAL  RESOURCES  (FUEL)  (resources) 

MERADAHESS 

4206.0 
5.6 

R.  F.  Wright,  pres.  &  COO  775 
B.  T.  Deverin,  exec,  v-p  700 

Shares  distributed:  pres.,  4,000;  exec,  v-p,  4,000. 

29 
25 

0 
0 

1775 
1635 

1 19 

m 
m 

1.8 

NA 

m 
m 

MOCO 

21150.0 
15.5 

R.  M.  Morrow,  chmn. 
J.  W.  Cozad,  vice-chmn. 

1278 
1000 

28 
40 

556 
988 

6389 
3632 

138 

a 
a 

11.1 

-8.3 

a 
m 

NADARKO 

333.1 
8.9 

R.  J.  Allison,  Jr.,  chmn.  &  CEO 
J.  T.  Rodgers,  pres.  &  COO 

792 
536 

5 
3 

0 
0 

2117 
1483 

NA 

NA 
NA 

4.5 

-21.2 

a 
a 

SHLANDOIL 

7951.9 
20.0 

J.  R.  Hall,  chmn.  &  CEO 
C.  J.  Luellen,  pres.  &  COO 

998 
700 

15 
18 

2525 
1075 

5866 
3565 

194 

ill 

17.5 

60.0 

m 
m 

nANTICRKHFIELD 

17626.0 
25.3 

L.  M.  Cook,  chmn.  &  CEO^ 
R.  E.  Wycoff,  pres.  &  COO^ 

1619 
1055 

12 

-1 

0 
0 

4459 
3193 

145 

a 
a 

19.2 

328.1 

m 

HEVRON 

25196.0 
12.0 

G.  M.Keller, chmn.t 
K.  T.  Derr,  chmn. 

1516 
808 

16 
8 

661 

178 

5578 
2594 

139 

a 

m 

7.7 

20.2 

a 

m 

OASTAL 

8236.5 
12.3 

0.  S.  Wyatt,Jr.,chmn.&CEO 

J.  R.  Paul,  pres.  &  COO;  chmn.-ANR 

994 
703 

15 
19 

0 

1032 

2749 
3836 

135 

a 

9.5 

-13.8 

m 
a 

tXON 

79557.0 
16.6 

L.  G.  Raw!,  chmn. 
J.  F.  Bennett,  sr.  v-p 

1354 
871 

12 
6 

0 

1378 

9103 
5832 

181 

a 

15.9 

-1.1 

m 
a 

BtR-McGEE 

2689.0 
7.2 

F.  A.  McPherson,  chmn.  &  CEO 
J.  W.  McKenny,  pres.  &  COO 

576 
486 

23 
23 

0 
0 

1547 
1357 

121 

-2.8 

-9.8 

lOBIL 

48198.0 
12.9 

A.  E.  Murray,  chmn.,  pres.  &  CEO 
R.  F.  Tucker,  vice-chmn;pres  &  COO- 

1609 
1 194 

25 
23 

2112e 
727e 

8106 
4884 

173 

a 
a 

9.9 

75.4 

m 
m 

ENNZOIL 

2273.9 
-15.7 

J.  H.  Liedtke,  chmn.f 

B.  P.  Kerr,  chmn.-exec.  comm.f 

*  Includes  special  payment  of  $  1 0  mil.  for  e 

10872*  1178 
10706*  1465 
xceptional  service:  Shares 

665 
839 
distributed;  ch 

14678 
13474 
mn.,  4,550. 

123 

a 

0.4 

NM 

m 

HILUPS 
ETROLEUM 

11304.0 
30.2 

C.  J.  Silas,  chmn.  &  CEO 
G.  A.  Cox,  pres.  &  COO 

761 
554 

4 

5 

0 
0 

2313 
1675 

177 

14.4 

-14.6 

m 
m 

UNCO 

8612.0 
0.2 

R.  McClements,  Jr.,  chmn.,  pres.  &  CEO 
R.  P.  Houptfuhrer,  pres.  &  COO* 

♦Resigned  1 1/1/88. 

1024 
510 

20 
-10 

109 
0 

3326 
1876 

79 

a 
a 

4.7 

-98.2 

a 
a 

UN  EXPLORATION 
tPRODUCnON 

1286.0 
-18.9 

J.  E.  McCormick,  pres.  &  COO 
J.  E.  Roberts,  v-p-production 

366 
260 

NA 
NA 

0 
0 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

EXACO 

33544.0 
17.1 

J.  W.  Kinnear,  pres.  &  CEO 
A.  C.  DeCrone,  Jr.,  chmn. 

1322 
1094 

83 
52 

364 

330 

3571 
3516 

190 

[2] 

m 

-8.5 

91.9 

a 

NOCAL 

8853.0 
1.1 

F.  L.  Hartley,  chmn.*t 

R.  J.  Stegemeier,  pres.  &  CEO 

♦Retired  6/30/88. 

1060 
878 

10 
49 

1399 
272 

4355 
2277 

152 

m 
m 

7.3 

-94.4 

m 

1  NONBANK  FINANCIAL  (financial  services) 

lETNAUFE 
■  CASUALTY 

24296.4 
10.0 

J.  T.  Lynn,  chmn. 
R.  E.  Compton,  pres. 

1137 
608 

9 
NA 

0 
11 

5700 
NA 

104 

NA 

12.2 

11.9 

a 

NA 

iMERKAN  EXPRESS 

22934.0 
20.4 

J.  D.  Robinson  III,  chmn.  &  CEO 
L.  V.  Gerstner,  Jr.,  pres.* 

♦Resigned  3/89. 

2764 
2393 

40 
40 

8169e 
3564e 

16648 
10986 

109 

15,1 

17.6 

30.6 

[5] 
[5] 

MERKAN  GENERAL 

3823.0 
9.6 

H.  S.  Hook,  chmn.  &  CEO  1089 
M.  J.  Poulos,  pres.  771 

Shares  distributed:  chmn.,  3,625;  pres.,  2,568. 

3 
2 

126 
89 

4661 
3255 

96 

a 
a 

11.2 

-36.0 
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ACHINE  THAT  HELPS  YOU  BUILD  FOR  THE  FUTURE. 


can  grow  into  reality, 
you're  building  for  the  future,  there's 
etary  mechanism  that  should  be  part  of 
your  plans.  The  Xerox  Financial  Machine. 

You  can  finance  anything  from  a  single  Xerox 
copier  to  a  major  expansion  of  your  facilities 
through  Xerox  Credit  Corporation.  There's  pro- 
perty/casualty insurance  for  your  offices,  factory 
equipment  and  vehicles  from  Crum  and  Forster. 
Investment  banking  and  asset  management 
are  specialties  of  Furman  Selz.  Van  Kampen 
Merritt  capital  markets  expertise  can  help  you 


structure  solid  funding  for  industrial  and 
commercial  developments.  And  your  dreams 
for  retirement  can  be  more  secure  with  the  life 
insurance  and  annuities  of  Xerox  Life. 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with  a 
singular  standard  of  excellence.  All  geared  to 
help  power  your  current  expansion. 

So  you  can  expand  your  horizons. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  you,  write  Xerox  Financial  Services, 
P.O.  Box  5000,  Norwalk,  CT  06856. 


©  1989  XEROX  CORPORATION. 
XEROX*  and  THE  FINANCIAL  MACHINE™ 
are  marks  Of  XEROX  CORPORATION. 


ma                                     "  jmi                                                      '  iMr 

^==  1 

EXE 

CUTiVE  liCywH 

ISAT 

ORE 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY    %  CHANGE 
&  BONUS  FROM 
$000  1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATING  k| 

AMERICAN  INTL. 
GROUP 

130866 
17.6 

M.  R.  Greenberg,  pres.  &  CEO 

G.  A.  Abouzeid,  exec,  v-p;  chmn. -sub.* 

*  Resigned  as  director  &  exec,  v-p  1/27/89. 

975 
400 

1 1 

6 

0 
29 

9107 
1758 

129 

m 

15.7 

77.4 

a  1 

AON 

2732  4 
16.3 

P.  G.  Ryan,  pres.  &  CEO 

R.  K.  Holmberg,  exec,  v-p  &  CAO 

472 

315 

-28 
-12 

0 
431 

1692 
1453 

123 

m 
„ffi 

16.2 

-1.2 

m  1 
m  i 

BERKSHIRE 
HATHAWAY 

1991.9 
9.5 

M.  A.  Goldberg,  v-p 

J.  V.  McKenzie,  v-p,  CFO  i  secy. 

2997 
224 

-2 
-13 

0 
0 

8325 
678 

193 

Q] 

7.5 

93.6 

rzi  I 

CAPITAL  HOUNNG 

2045.9 
15.8 

1.  W.Bailey  II,  chmn.,  pres.  &  CEO  705 
J.  A.  Franco,  v.-chmn.  &  pres.-sub.  596 

Shares  of  restricted  stock  awarded:  chmn.,  20,000;  v. 

11 
1 

chmn.,  20,000 

38 
0 

2200 
2209 

120 

[21 

m 

14.1 

23.3 

171  1 

m  1 

CHUBB 

3980.5 
16.5 

D.  R.O'Hare,chmn.  758 
R.  D.  Smith,  pres.  503 

Shares  earned  under  Performance  Share  Plan:  chmn.. 

8  0 

9  Oe 
1,602;  pres.,  957. 

2178 
1407 

116 

15.9 

NM 

m  1 
m  1 

CIGNA 

17889.4 
7.3 

R.  D.  Kilpalrick,  chmn.^ 
W.  H.  Taylor,  pres.  &  CEO^ 

1587 
1081 

26 
45 

0 
0 

4064 
2425 

86 

a 
a 

9.8 

NA 

m  1 
□  1 

CNA  FINANCIAL 

8204.0 
12.0 

E.  J.  Noho,  chmn.,  pres.  &  CEO-CNA  Ins. 
D.  H.  Chookaszian,  v-p  &  controller 

1374 
404 

8 
13 

0 
0 

3451 
1111 

94 

m 
m 

12.0 

37.5 

m  1 
m  1 

FANNIEMAE 

10635.2 
22,4 

D.  0.  Maxwell,  chmn.  &  CEO 
R.  E.  Birk,  pres.  &  COO 

1000 
730 

36 
1106 

246 
0 

3526 
NA 

201 

m 

NA 

18.2 

713.1 

m 

NA 

FIREMAN'S  FUND 

3691.0 
16.6 

R.  W.  Bruce  III,  pres.  &  CIO 

W.  M.  McCormick,  chmn.  &  CEO-FFIC 

1282 
1 125 

10 
114 

0 
0 

3797 
4822 

99 

10.1 

NA 

m 

/^eUEBAI  BE 

uENERAL  RE 

2735.8 
19.2 

R.  E.  Ferguson,  chmn.,  pres.  &  CEOf 
J.  C.  EtIing,  vice-chmn.^ 

Shores  distributed  under  Performonce  Shore 

979  17 
767  9 
Plan:  chmn.,  1,921;  vice- 

0 
0 

chmn.,  1,258. 

2391 
1970 

1 17 

m 

16  6 

117  8 

LU 

m 

AT  Uf  ECTEBU 

GREAT  WESTERN 
FINANCIAL 

3165.5 
12.5 

J.  F.  Montgomery,  chmn.  &  CEO 
J.  F.  Maher,  pres.  &  COO 

1294 
828 

15 
22 

743 
138 

5267 
2411 

122 

m 

14.2 

—25.7 

[41 
L^ 

a 

LOEWS 

10396.9 
23.4 

P.  R.  Tisch,  pres.  &  co-CEO 
J.  R.  Ave,  pres.-Lorillord 

*Reflects  compensation  beginning  3/88. 

796* 
495 

NA 
14 

0 
0 

NA 

1  .jZZ 

150 

NA 

m 

LL 

20.8 

13.9 

NA 

m 

U  S  BEU  O  U— ■  EUUS  U 

MARSH  &  Mf  LENNAN 

2272.4 
39.8 

L.  J.  Lasser,  pres.-Putnam  Cos.                 1 725 
F.  J.  Tasco,  chmn.  1265 
Shores  of  restricted  stock  granted:  pres.,  4,400;  chmn 

NA 
12 

,  6,000. 

327 
102 

NA 
j4yo 

152 

NA 

L4J 

38.7 

26.0 

NA 

121 

MERRIU  LYNCH 

10547.2 
12.8 

W.  A.Schreyer,chmn.iCEO  2500 
D.  P.  Tully,  pres.  &  COO  2125 
Shares  awarded  under  Equity  Cap  Accumulation  Plan 

31  275e 
29  259e 
chmn.,  7,500;  pres.,  7,500. 

8734 
7434 

78 

rjT 

13.6 

33.3 

rji  1 

L^  ■ 

a  1 

MORGAN  STANLEY 
GROMP 

4108.8 
31.7 

S.  P.  Gilbert,  chmn.  4425 
R.  F.  Greenhill,  vice-chmn.  4425 
Shores  of  restricted  stock  granted:  chmn.,  25,750;  v.-c 

48 
48 

hmn.,  25,752. 

0 
0 

10275 
10125 

NA 

NA 
NA 

26.6 

-8.8 

a  1 
a  1 

SAFECO 

2872.9 
15.0 

B.  Moines,  pres.  &  CEO 

i.  W.  Cannon,  exec,  v-p;  pres.-sub. 

484 

290 

9 
6 

102 
0 

1723 
1237 

115 

m 
m 

13.8 

39.8 

m  1 

m  1 

SALOMON 

6146.0 
7.5 

J.  H.  Gutfreund,  chmn.,  pres.  &  CEO 
E.  Weil,  exec,  v-p 

4000 
4000 

219 
139 

1085 
1029 

9452 
NA 

60 

NA 

9.0 

-<50.3 

m  1 

NA  1 

ST.  PAUL  COS. 

3630.8 
17.3 

R.  J.  Hough,  chmn.,  pres.  &  CEO  919 
D.  W.  Leatherdole,  pres.  584 

Shores  of  restricted  stock  oworded:  pres.,  5,000. 

8 
8 

85 
64 

2770 
1824 

122 

m 
m 

15.7 

317.1 

Q]  1 

m  1 

SALUEMAE 

2172.0 
36.8 

E.  A.  Fox,  pres.  &  CEO 
L.  A.  Hough,  exec,  v-p 

779 
422 

17 
17 

0 
0 

1796 
1091 

232 

m 

35.3 

47.3 

m  1 

TORCHMARK 

1669.8 
21.3 

R.K.Richey,  chmn.  &  CEO 
C.  B.  Hudson,  pres.  &  CEO-sub. 

799 
497 

-13 
31 

102 
0 

2878 
1 347 

152 

m 

m 
ill 

21.3 

33.0 

m  1 

Lil  1 

TRANSAMERKA 

7879.0 
12.8 

J.  R.  Harvey,  chmn.  &  CEO 
F.  C.  Herringer,  pres. 

1300 
800 

0 
0 

0 
0 

3457 
2193 

116 

m 
m 

12.9 

130.8 

m 
m 

TRAVELERS 

18986.3 
9.2 

E.  H.  Budd,  chmn.,  pres.  &  CEO 
T.  0.  Thorsen,  exec,  v-p  &  CFO 

840 
527 

-4 
5 

393 
0 

3358 
1465 

87 

m 

m 

9.2 

-0.6 

m 
m 

USF&G 

5581.8 
15.6 

J.  Moseley,  chmn.  &  pres.;  chmn.-sub. 
P.  J.  Scheel,  exec,  v-p;  pres.-sub. 

910 
599 

4 
16 

0 
58 

3030 
1896 

92 

18.7 

NA 

E 
E 

22  "  :  r'''^  EQUIPMENT  &  COMPUTERS  (industrial:  high  tech) 

AMDAHL 

1801.8 
21.2 

J.  C.  Lewis,  chmn.  &CEOt 
E.  R.  White,  vice-chmn.^ 

930 
641 

4 

-6 

1768 
775 

7996 
10882 

281 

[3] 

a 

15.9 

296.8 

m 
a 

APPLE  COMPUTER 

4434.1 
36.7 

J.  Sculley,  chmn.,  pres.  &  CEO 
D.  W.  Yocom,  sr.  v-p;  pres.-sub. 

2479 
923 

16 
1 1 

7013 
2848 

13329 
6206 

371 

m 
m 

28.3 

229.8 

m 
m 

AUTOMATKDATA 
PROCESSING 

1616.8 
19.4 

}.  S.  Weston,  chmn.  &  CEO 
W.  J.  Turner,  pres.  &  COO 

571 
399 

12 
12 

1980e 
385e 

3593 
1443 

136 

m 

16.8 

23.4 

COMPAQ 
COMPUTER 

2065.6 
31.3 

J.  R.  Canion,  pres.  &  CEO 
E.  Pfeiffer,  sr.  v-p-intl.  ops. 

1867 
893 

36 
8 

0 
0 

3792 
2021 

450 

m 

m 

29.6 

61.0 

m  L 
m  1 

COMPUTER 
ASSOCIATES 

925.3 
23.6 

C.  B.  Wong,  chmn.  &  CEO 
A.  W.Wang,  pres.*  COO 

1431 
1188 

46 
53 

0 
0 

3078 
2459 

364 

E 
LB 

20.2 

124.0 

m  1 

CRAY  RESEARCH 

756.3 
23.1 

J.  A.  Rollwagen,  chmn.  &  CEO 
M.  A.  Gumucio,  pres.  &  COO 

541 

358 

-4 
1 

351 
144 

471 1 
3479 

93 

a 
a 

25.2 

-6.7 

m  1 
m  1 
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Now  UPS  delivers  for  fewer  francs,  yen 
or  drachmas  than  our  con^etition. 

At  UPS,  we're  changing  the  face  of  the  interna- 
tional delivery  business.  Because  we've  expanded  our 
service  to  all  of  Western  Europe,  the  Pacific  Rim,  New 
Zealand,  Australia  and  Canada. 

And  that  means  delivery  door  to  door  to  every 
single  address  in  every  country  we  serv'e,*with  no  sur- 
charges for  out-of-the-way  places. 

We'll  see  that  your  UPS  Letters,  Paks  and  pack- 
ages move  quickly  through  customs  thanks  to  our 
Electronic  Customs  Pre-Alert  system  that  informs  of- 

t       ©  1988  United  Pircel  Serviie  of  Ameru-a.  In,-.  *Our  joolopics:  wc  don'l  deliver  to  cvervone  in  the  Peoole's  Republic  of  China,  lusi  600  million  people.  See  UPS  International  Air  Service  Guide  for  complete  details. 


ficials  that  your  packages  are  on  their  way  Our  service 
also  includes  computerized  tracking  that  enables  us 
to  give  you  a  fast  reply  to  your  delivery  inquiry  Again, 
we  do  all  this  at  no  added  cost. 

But  what's  truly  remarkable  is  that,  because  of  our 
efficiency,  we  can  do  all  these  things  while  charging  you 
less  than  other  international  delivery  compa- 
nies. Which  is  important.  After  all,  a  drachma 
saved  is  a  drachma  earned. 


We  run  the  tightest  ship  in  the  shipping  business, 


Whenyourinandaltitul 
more  important  thac 


"The  prime  rate  rose 
another  point  today. . . " 
"Third  World  debt  contin- 
ues to  be  a  major  concern. . ." 

"The  Dow  Jones  average 
seesawed  all  day. . . " 

There's  only  one  thing 
we  can  be  absolutely  sure 
the  future  will  bring. 

Change. 

The  ups,  downs,  twists 
and  turns  that  stand  in 
the  way  of  achieving  your 
financial  goals. 

At  Merrill  Lynch,  we 
know  change.  We've 
understood  it,  managed  it 
and  turned  it  to  our 
clients'  advantage  for  over 
70  years.  And  they've 
come  to  trust  our  ability 
to  deal  with  it. 

The  reason  behind  our 


©1989  Merrill  Lynch  &  Co.,  Inc. 


t 


dedication  to  helping  you 
meet  the  challenge  of 
change  is  a  commitment 
that  was  made  long  ago 
as  one  of  our  founding 
principles:  "The  interests 
of  our  customers  must 
come  first." 

That  commitment  and 
the  trust  it  helps  build 
continue  to  generate 
rewards.  Last  year  alone, 
the  money  people  invest- 
ed with  Merrill  Lynch 
grew  by  40  billion  dollars. 

We  see  that  as  validat- 
ing our  determination  to 
be  a  firm  in  which  your 
trust,  as  well  as  your 
money  is  well  placed. 


Merrill  Lynch 

A  tradition  of  trust. 


COMPANY 


EXECUTIVE 


1988 


SALES:  $  MILLIONS 
ROE:  % 


1988  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
SALARY    %  CHANGE  ^^"'^ 
&  BONUS       FROM  '^O'^P 
$000  1987 


1986-88  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDER  RETURN 


PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 
$000 


$  VALUE 
OF $100 
INVESTED 


CHANGE  IN 
ROE 


RATING 


DELUXE CORP 


1196.0 
26.5 


H.  V.  Hoverty,  pres.  &  CEO 
J.  K.  Twogood,  exec,  v-p 


510 
303 


12 
34 


174 

69 


1591 
805 


116 


Qj 


28.7 


-10.1 


ffl 


DIGITAL  EQUIPMENT 


12284.7 
16.0 


K.  H.OIsen,  pres. 
J.  J.  Shields,  sr.  v-p 


932 
526 


9052 
4074 


11644 
5809 


148 


a 


15.0 


63.5 


a 


HEWLETT-PACKARD 

10296.0 

J.  A.  Young,  pres.,  CEO  &  vice-chmn. 

1104 

6 

4519 

8650 

147 

a 

14.2 

46.0 

a 

17  9 

u.  \j>  iviorTon,  exec,  v-p  «  ^  w 

686 

5 

2810 

5273 

lAi 

IBM 

59681.0 

J.  F.  Akers,  chmn. 

1526 

21 

564 

4852 

87 

a 

13.9 

-32.2 

a 

13.9 

K.  V.  Cassani,  vice-chmn. 

980 

16 

2089e 

NA 

NA 

NA 

Shares  of  restricted  stock  awarded:  chmn. 

3,773;  vice 

chmn.,  1,787. 

MICROSOFT 

718.6 

J.  A.  Shirley,  pres.  &  COO 

288 

11 

3219 

4298 

NA 

NA 

30.3 

-26.5 

a 

32.5 

W.  H.  Gates  III,  chmn.  &  CEO 

175 

0 

0 

510 

NA 

m 

NCR 

5989.9 

C.  E.Exley,Jr.,chmn.&CEOt 

1069 

7 

1721 

12985 

140 

m 

17.7 

44.2 

a 

19.6 

G.  P.  Williamson,  pres.f 

502 

39 

612 

NA 

NA 

NA 

ORAttE  SYSTEMS 

394.9 

L.  J.  Ellison,  pres.  &  CEO 

1363 

91 

0 

2283 

NA 

NA 

28.3 

65.5 

m 

34.1 

G.  D.  Kennedy,  sr.  v-p-U.S.  Sales  &  Svc. 

547 

31 

0 

2860 

NA 

PITNEY-BOWES 

2649.9 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 

859 

8 

327 

4467 

186 

m 

18.8 

2.9 

m  1 

18.7 

1.  L.  Bast,  pres.-PB  Business  Systems 

462 

19 

443 

2007 

m 

m 

TANDEM 

1424.7 

J.  G.  Treybig,  pres.  &  CEO 

481 

-6 

0 

1686 

152 

m 

12.6 

38.9 

m 

COMPUTERS 

11.4 

R.  C.  Marshall,  sr.  v-p  &  COO 

340 

-12 

220 

1887 

m 

m 

TANDY 


3992.3 
17.4 


J.  V.  Roach,  chmn.,  CEO  &  pres. 
B.  S.  Appel,  pres.-Radio  Shack  Div. 


872 
621 


2310 
1673 


104 


m 


16.7 


-2.0 


UNISYS 


9902.0      W.  M.  Blumenthal,  chmn.  4  CEO  1275  0  388  13660 

16.3      E.  Botwinick,  sr.  v-p  699        NA  0  NA 

Shares  of  restricted  stock  awarded:  chmn.,  16,000. 


146 


NA 


9.4 


63.3 


NA 


WANG 

3074.5 

A.  Wong,  chmn.  &  CEO 

511 

30 

181 

1490 

47 

0.6  155.1 

LABORATORIES 

3.2 

F.  A.  Wang,  pres.  &  COO 

433 

71 

184 

1116 

a 

a 

XEROX 

16441.0 

M.  Howard,  vice-chmn. 

1244 

46 

343 

4310 

113 

a 

8.8  -12.5 

a 

6.6 

D.  T.  Kearns,  chmn.  &  CEO 

901 

-21 

910 

5293 

•'riiiiiiifiiiiiilf 


! 


9MPANY   EXECUTIVE   1988  COMPENSATION       1986-88  PAY-PERFORMANCE  ANALYSIS 


1988 

TOTAL  ANNUAL  COMP. 

LONG^ 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALESi  $  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

RATING 

ROE 

CHANGE  IN 

RATING 

ROE:  % 

&  BONUS 

FROM 

COMP. 

COMP 

Of  $100 

% 

ROE 

$000 

1987 

$000 

$000 

INVESTED 

% 

3  OIL  SERVICE  &  SUPPLY  (resources) 

MER  HUGHES 

2336.2 

J.  D.Woods,  pres.  &  CEO 

1014 

64 

0 

NA 

87 

NA 

-25.3 

-39.3 

NA 

5.3 

E.  H.  Clark,  Jr.,  chmn. 

830 

16 

0 

NA 

NA 

NA 

AUIBURTON 

4825.7 

T.  H.  Crulkshonk,  pres.  &  CEO 

838 

7 

299e 

2697 

113 

m 

-5.9 

299.3 

a 

4.0 

T.  L.  Austin,  Jr.,  pres.  &  CEO-sub. 

525 

5 

67e 

1786 

m 

a 

WLUMBERGER 

4924,5 

D.  E.  Baird,  chmn.,  pres.  &  CEO 

1025 

105 

0 

2018 

99 

m 

-3.5 

222.7 

a 

16.5 

R.  Genin,  vice-chmn. 

750 

36 

0 

1850 

a] 

4  PAPER  &  FOREST  PRODUCTS  (resources) 


OiSE  CASCADE 

4094.6 
17.1 

J.  B.  Fery,  chmn.  &  CEO 
J.  H.  Miller,  pres.  &  COO 

1052 
816 

34 
34 

0 
0 

2430 
1954 

159 

m 
m 

11.9 

145.1 

m 
m 

EORGiA-PACIFK 

9509.0 
17.7 

T.  M.  Hahn,Jr.,chmn.&CEO 
H.  L.  Airlngton,  pres.  &  COO 

Unvested  shares  awarded  under  Long-Te 

950 
600 
rm  Incentive  Plan 

6              0  7793 
33              0  2625 
chmn.,  28,000;  pres.,  18,000. 

151 

a 

m 

15.4 

100.7 

m 

REAT  NORTHERN 
EKOOSA 

3588.1 
22.3 

W.  R.  Laidig,  chmn.,  pres.  &  CEO 
J.  G.  Crump,  Jr.,  exec,  v-p  &  COO 

708 
413 

20 
40 

103 
101 

2703 
1161 

201 

m 
m 

15.6 

374.9 

m 
m 

ITL  PAPER 

9533.0 
16.1 

J.  A.  Georges,  chmn.  &  CEO 
D.  I.J.  Wang,  exec,  v-p 

1225 
507 

32 
11 

19 
8 

3253 
1406 

197 

m 
m 

11.1 

389.4 

m 
m 

UWES 
IVER 

5623.4 
11.0 

B.  S.  Halsey,  chmn.  &  CEO 
R.  C.  Williams,  pres.  &  COO 

920 
786 

22 
22 

323 
0 

2508 
1870 

113 

m 
a] 

10.3 

-7.0 

m 

IMBERLY-aARK 

5393.5 
20.3 

D.  E.  Smith,  chmn.  &  CEO 

R.  H.  Sonnentag,  pres.-Europeon  Ops. 

1205 
525 

10 
7 

0 

315 

5216 
1948 

187 

m 
m 

18.3 

32.5 

m 
m 

lEAD 

4463.9 
23.2 

B.  R.  Roberts,  chmn.): 
S.  C.  Mason,  pres.^ 

Shares  of  restricted  stock  awarded  under 

1195         13  2892 
827        12  4599 
Incentive  Plan:  chmn.,  3,131;  pres.,  1,878. 

8165 
7784 

185 

a 

17.0 

156.8 

m 

COfT  PAPER 

4726.4 
20.6 

P.  E.  lippincott,  chmn.  &  CEO 

J.  R.  Leamon,  Jr.,  exec,  v-p;  pres.-sub. 

Shares  of  restricted  stack  granted:  chmn. 

1238 
768 
10,000;  exec,  v 

54 
68 

p,  5,000. 

522 
141 

3744 
2116 

163 

m 
m 

16.4 

21.4 

m 

At  Mita,  we  believe  in  the  power  of  concentration.  So  instea(J  of 
making  TVs,  CDs  aniJ  VCRs  like  most  other  copier  companies,  Ij^^ 
-^^^^^  we  give  copiers  our  undivided  attention.  LI 

This  single-mindedness  has  resulted  in  a  line  of  copiers  ranging 
from  tiny  personal  models-^^^^to  high-speed  consoles.  As  well  as 
more  "Best  Buy"  gold  medals  than  any  other  copier  company.  An  owner 
s-/""^' satisfaction  record  that's  practically  unheard  of.  (In^=^^^- 
a  recent  survey,  100%  of  Mita  copier  owners  said  they'd  recommend  one.) 
And  a  rating  for  copy  quality higher  than  Canon,  Xerox  or  Ricoh. 
So  fill  out  this  coupon  or  call  1-800-ABC-MITA.  And  find  out  how 
♦--^much  smarter  a  copier  can  be  when  it's  from  the  only  copier 
ij[  L  company  that  has  only  copiers  on  the  brain. 

r  more  inlotmation  write  Mila  Copystar  America,  Inc  PO  Box  599.  West  Paterson,  MJ  074  24  I 
fli  COMPANY/TITLE 


2!  CITY/STATE/ZIP 


PHONE 


All  we  make  are  great  copiers." 


I 


sCIITiVE  ^OMF 

»  ■ 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS  1 

1988 

TOTAL  ANNLJAL  COMP. 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT  i 

SALES;  $  MILLIONS 

ROE:  % 

SALARY  % 
&  BONUS 
$000 

CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

RATING    :  , 

J 

UNION  CAMP 

2660,9 
18.9 

R.  E.  Carfled9e,  chmn.,  pr6S.  &  CEO 
J.  M.  Piette,  vice-chmn. 

792 
493 

20 
3 

0 
103 

2092 
1902 

143 

[2] 
l2j 

14.2 

161.8 

^  t 

WESTVACO 

2187.2 
15.6 

D.  L.  Luke  III,  chmn. 
J.  A.  Luke,  pres.  &  CEO 

817 
717 

13 
27 

0 
762 

3617 
4493  ' 

166 

m 
a 

12.7 

51.2 

m  1 
m  1 

WEYERHAEUSER 

10004.2 
13.5 

G.  H.  Weyerhaeuser,  chmn.  &  CEO 
J.  W.  Creighton,  Jr.,  pres.  &  COO 

1100 
620 

19 
41 

0 
0 

2780 
1435 

137 

m 
m 

10.9 

161.5 

m  1 
m  1 

25  PERSONAL  CARE  PRODUCTS  (consumer  products)  | 

AVONPRODUaS 

3063.0 
46.6 

J.  E.  Presfon,  chmn.  &  CEO  737 
H.  B.Woldron,chmn.&CEOt  674 

Shares  of  restricted  stock  granted:  present  chmn.,  55,000. 

-7 
-31 

0 
0 

2687 
2789 

90 

m 

NM 

NM 

NA 
NA 

BAUSCH&IOMB 

978.3 
16.5 

D.  E.  Gill,  chmn.  4  CEO                            927         14  1283*e 
T.  C.  McDermott,  pres.  &  COO                   586         11          701  *e 

*lncludes  $84 1 ,000  &  $532,000,  respectively,  for  taxes.  Shares  awarded:  chmn.. 

4397 
2919 
8,080;  pres 

143 
,  4,930. 

m 

[3! 

15.5 

0.9 

a 

CLOROX 

1354.0 
18.3 

C.  R.  Weaver,  chmn.&CEOf 
J.  W.  Collins,  pres.  &  COOt 

664 
462 

15 
9 

2513 
1347 

4497 
3242 

141 

m 
m 

17.6 

3.0 

m 
m 

COLGATC- 
PALMOLIVE 

4734.3 
13.4 

R.  Mark,  chmn.,  pres.  &  CEO 

W.  S.  Shanahan,  sr.  exec,  v-p  &  COO 

Shares  of  stock  awarded:  chmn.,  3,568;  sr.  ex 

1236 
567 
v-p,  2,140. 

25 
16 

0 
420 

3489 
2069 

157 

[2] 

m 

10.6 

-28.5 

a 
a 

GIUETTE 

3581.2 
NA 

C.  M.  Mockler,  Jr.,  chmn.  &  CEO 
A.  M.  Zeien,  vice-chmn. 

957 
594 

6 
18 

0 

850 

7070 
2801 

204 

[3] 

m 

NA 

NA 

NA 
NA 

INTL.F1AV0RS& 
FRAGRANCES 

839.5 
18.5 

E.  P.  Grisanti,  chmn.  &  pres. 
H.  Fields,  sr.  v-p 

603 
411 

14 
13 

0 
77 

1879 
1389 

134 

m 

17.1 

13.4 

m 
m 

PROCTER  &  GAMBLE 

20368.0 
16.3 

J.  G.  Smale,  chmn.  4  CEO                        1300          5          755            4752  136 

J.  E.  Pepper,  pres.*                                899         31              0  2244 

*Does  not  include  $150,000  paid  in  1986  for  service  abroad.  Awarded  3,371  shares  restricted  stock. 

m 
m 

11.4 

35.0 

m 
m 

26  PUBLISHING,  RADIO  &  TV  BROADCAST  (service) 

AMERICAN  TV  & 
COMMUNICATIONS 

811.9 
29.4 

J.  H.  Doolitfle,  pres.  521* 
J.  J.  Collins,  chmn.  4  CEO  508 

*Also  received  $545,000  allowance  for  relocation.  Shares 

45          411  1886 
NA           189  NA 
of  restricted  stock  awarded;  pres.. 

NA 
3,425;  chmn. 

NA 
NA 
5,000. 

25.8 

429.7 

m 

NA 

CAPITAL  CITIES/ABC 

4773.4 
13.4 

T.  S.  Murphy,  chmn.  4  CEO 
D.  B.  Burke,  pres.  4  COO 

1031 
970 

29 
26 

2922 
2922 

11363 
10979 

162 

m 
m 

11.8 

-16.0 

m 

[5] 

CBS 

2777.7 
12.3 

L.  A.  Tisch,  pres.  4  CEO                          1253*         6  0 
G.  F.  Jankowski,  v-p;  chmn. -sub.                 730         -9  440 

*Also  received  $228,000  from  Loew's  Corp.  under  employment  agreement. 

NA 
3222 

155 

NA 

m 

14.9 

-69.9 

NA 

DOW  JONES 

1603.1 
19.7 

W.  H.  Phillips,  chmn.  4  CEO 
R.  Shaw,  pres.  4  COO 

740 
560 

6 
10 

401 
320 

3316 
2416 

100 

Hi 

m 

22.9 

-14.9 

m 
m 

DUN&BRADSTREET 

4267.4 
23.8 

C.  W.  Moritz,  chmn.  4  CEO 
R.  E.  Weissmon,  pres.  4  COO 

1120 
790 

15 
19 

1308 
262 

6348 
3992 

138 

23.4 

9.7 

a 
m 

GANNEn 

3314.5 
20.4 

A.  H.  Neuharth,  chmn.                             1 500 
J.  J.  Curley,  pres.  4  CEO  1225 
Stock  Incentive  Rights  awarded;  chmn.,  1 35,000. 

0 
14 

0 

738 

8034 
4187 

126 

a 
a 

19.8 

2.7 

a 
a 

KNIGHT-RIDDER 

2083.3 
17.9 

A.  H.  Chapman,  Jr.,  chmn. 
J.  K.  Batten,  pres.  4  CEO 

866 
743 

-10 
8 

4167 
87 

8988 
2514 

122 

17.4 

-6.2 

a 

UN  BROADCASTING 

225.5 
19.7 

D.  A.  Pels,  chmn.  4  pres. 

R.  S.  Cecil,  pres.-LIN  Cellular  Group 

1030 
320 

8 
9 

0 
873 

19278 
1746 

385 

a 
m 

15.0 

73.3 

a 
m 

McGRAW-HIU 

1818.0 
20.1 

J.  L.Dionne,chmn.4CEO                         1034         43  307 
W.  D.  Serwatka,  pres.-lnfo.  Svcs.  Co.            397         34  47 

Shores  of  restricted  stock  granted:  chmn.,  1 5,600;  pres.,  (sub.),  8,600. 

3215 
NA 

140 

[3] 
NA 

19.3 

5.9 

m 

NA 

NEW  YORK  TIMES 

1700.0 
18.4 

A.  O.  Sulzberger,  chmn.  4  CEO;  publ.^ 
W.  E.  Mottson,  pres.  4  COO^ 

662 
524 

-8 
-4 

361 
828 

3454 
4373 

115 

a 

18.9 

-7.1 

a 
a 

TIMES  MIRROR 

3259.4 
19.7 

R.  F.  Erburu,  chmn.  4  CEO 
D.  A.  Lavenlhol,  pres. 

1200 
760 

-8 
5 

573e 
212e 

4185 
2232 

123 

23.1 

-19.2 

m 
m 

TRIBUNE 

2334.8 

17.7 

S.  R.  Cook,  pres.  4  CEO;  publ.-Chic.  Trib. 
J.  W.  Madigan,  exec,  v-p 

1064 
700 

15 
14 

4789 
2706 

10080 
10947 

147 

m 

19.1 

29.9 

a 
a 

WASHINGTON  POST 

1367.6 
32.4 

K.  Graham,  chmn. 
R.  D.  Simmons,  pres. 

653 
596 

-4 

-5 

777 
643 

3390 
2974 

181 

28.6 

-0.8 

m 
m 

27  RAILROADS  (transportation) 

BURLINGTON 
NORTHERN 

4699.5 
22.5 

R.  M.  Bressler.chmn.*  2100 
G.  Grinstein,  pres.  4  CEO  1350 
*lncludes  $2.4  mil.  for  employment  contract  termination. 

75 
93 

3176e 
395 

8159 
NA 

124 

NA 

5.5 

76.2 

m 

NA 

CONSOUDATEDRAIL 

3490.0 
7.6 

L.  S.  Crane,  chmn.  4  CEOt                          734**  17 
R.  D.  Sanborn,  pres.  4  COO*                      500  NA 

*  Passed  away  2/89.  **Received  $1.65  mil.  (special  pension  obligati 

0  1712 
0  NA 
Dn)  following  retirement. 

NA 
1 2/88. 

NA 
NA 

10.7 

-67.4 

[5] 
NA 

CSX 

7592.0 
-1.5 

H.  T.Watkins,chmn.4CE0 

J.  W.  Snow,  pres.  4  COO;  chmn.  -CSXT 

1290 
815 

11 
18 

0 
0 

4190 
2803 

117 

a 
a 

5.3 

NA 

■a 
m 
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EXECUTIVE  COMPENSATION  SCOREBOA 


When  it 
comes  to  their 

infcrmation 
systems,  there 
is  one  thing 
all  CEO's  can 
agree  ipon: 

"There  has  to  be 
a  better  way" 


IBMmu 
WifSK'  f 


DECem 

HPm 

sem 


msK 

HPsas, 
$2?2K 


I 


■Note:  The  cost-of-ownershlp  figuri"i  reflect  the  initial  pur- 
chase price  and  5-year  hardware  and  software  sui)|)ort  costs 
for  servers  configured  with  operating  systems,  memory  mass 
storage,  and  liTminai  conn<'ctions.  Prices  its  of  Fel).  15,  19H9, 


Wi 


hetherCEO,  CIO,  or  MIS/ 
DF;  you've  said  it.  And 
you've  heard  it  said.  There 
has  to  be  a  better  way. 


It's  a  statement  that  embodies  all  the 
frustrations  you've  faced  in  building, 
maintaining,  and  maximizing  the 
potential  of  your  information  system. 

Fortunately,  we  at  Hewlett-Packard 
started  paying  attention  to  your 
frustrations  years  ago. 

"$10,000,000  invested  in  systems  and 
software  and  I  still  cant  find  out  what 
I  need  to  know  when  I  need  to  know  it!' 

The  result? 

There  is  a  better  way.  And  we  can 
give  it  to  you  today  in  the  form  of 
significantly  lower  computing  costs. 
Ti"ue  multivendor  connectivity.  A  soft- 
ware technology  that  dramatically 
increases  the  usefulness  of  your 
system.  And  unmatched  service  and 
support. 

HP  can  cut  your  computing 
costs  by  29%. 

It's  true.  The  chart  at  left  shows  you 
how  investments  in  HP  systems  com- 
parable to  systems  from  IBM  or  DEC 
can  reduce  your  cost  of  ownership  by 
up  to  29%*  And  do  so  while  giving 
you  considerable  benefits  in  terms  of 
performance  and  reliability. 

It's  all  made  possible  by  our  Precision 
Architecture  systems.  Systems  which 
cost  less  because  they  have  simpler 
designs,  with  fewer  instructions  and 
fewer  components.  Systems  which 
allow  us  to  meet  the  computing  needs 
of  any  organization,  from  the  smallest 
to  the  largest. 


HP  gives  you  true  multivendor 
networking. 

Chances  are  you  already  have  IBM 
or  DEC  and  other  computers  within 
your  company.  Hewlett-Packard  is 
committed  to  making  these  computers 
function  as  if  they  were  made  for  one 
another. 

We  achieve  that  goal  through  an 
unswerving  dedication  to  an  open  net- 
working strategy  we  call  HP 
AdvanceNet. 


"We  either  have  to  get  all  our  com- 
puters talking  to  each  other. .  .or pray 
for  a  9-day  weekP 

It's  a  strategy  that  operates  in  strict 
conformance  with  industry  standards. 
A  strategy  that  we  back  with  over 
300  products  for  both  local  office  and 
company-wide  networking.  And, 
finally  it's  a  strategy  that  stands  in  stark 
contrast  to  the  proprietary  approach 
often  taken  by  other  vendors. 


There  is  abetter  way 


's  NewWave  integrates  diverse  software  programs. 

HP  lets  you  fully  exploit  all  the 
information  in  your  system. 

At  last.  A  technology  that  integrates 
the  software  programs  in  your  per- 
sonal computers.  A  technology  that 
gives  users  a  simplified,  unified  way 
of  accessing,  manipulating,  and 
sharing  information.  Information 
housed  in  mainfi^mes,  in  minicom- 
puters, in  workstations  and  PC's. 

"Three  weeks  of  retraining?  Why  do 
we  have  to  reinvent  the  wheel  every 
time  we  introduce  neiv  software?" 

It's  HP's  NewWave  environment.  With 
it,  you  can  greatly  expand  the  useful- 
ness of  software  programs.  Greatly 
reduce  the  amount  of  time  spent  per- 
forming repetitive  tasks.  And  greatly 
increase  user  productivity. 

All  of  which  is  accomplished  by  a 
technology  that  adheres  to  standards  t 
and  er\joys  widespread  industry 
support.  All  of  which  makes  your 
information  system  that  much  more 
cost-efficient.  All  of  which  makes 
good  sense. 


HP  promises  you  the  best  ser- 
vice and  support  in  the  industry. 

Over  the  past  six  years,  in  the  Data- 
pro  User  Surveys,  Hewlett-Packard 
has  achieved  the  best  overall  record 
among  industry  leaders  for  customer 
support  satisfaction. 

""The  problems  with  our  computer 
systems  begin  ivith  the  companies  that 
make  them. . .  they  Ye  slow  to  respond 
and  far  too  proprietary!' 

It's  a  record  of  which  we're  very 
proud.  A  record  based  on  averages 
across  six  key  service  and  support 


categories.  A  record  that  says  we  work 
in  partnership  with  each  of  our  custo- 
mers, and  that  we  care  as  much  about 
their  business  as  we  do  about  our  own. 

In  the  end,  it's  really  very  simple. 
Only  by  acknowledging  your  frustra- 
tions and  finding  real-world  solutions 
have  we  been  able  to  develop  net- 
worked computer  systems  that  offer 
you  clear  competitive  advantages. 
And  only  by  continuing  to  work  with 
you  will  we  be  able  to  help  you 
meet  the  considerable  challenges  of 
the  future. 


t  HP's  NewWave  software  technology  is  based  upon 
and  extends  the  capabilities  of  well-accepted  PC 
and  workstation  environments:  Microsoft*  Windows, 
Presentation  Manager,  and  OSF/Motif. 


We  at  Hewlett-Packard  have  struc- 
tured our  en  tire  company  around  a 
very  simple  idea:  giving  our  custo- 
mers everything  they  need  to  compete 
more  effectively. 

Tbday,  under  that  mandate  and 
barked  by  the  ividest  range  of  systems, 
peripherals,  PC's,  and  instrumen  ts  in 
the  industry,  we  are  deliveriyig  the 
""better  way  "  demanded  by  American 
business. 


John  Young 
President  &  CEO 
Hewlett-Packard 


HEWLETT 
PACKARD 


IS029n       ©  1989  Hewlett-Packard  Company 


SALES:  $  MILLIONS 

ROE;  % 


NORFOLK 

4461.6 

A.  B.  McKinnon,  chmn.,  pres.  &  CEO 

1108 

38 

0 

2427 

129 

u2l 

8,7 

17.3 

m  1 

SOUTHERN 

12.3 

K.  W.  Maxfield,  chmn. -sub. 

669* 

NA 

0 

NA 

NA 

NA  » 

'Includes  $388,000  relating  to  award  obligations  of  previous  owner 

of  North  American  Van  Lines. 

SANTA  FE  SOUTHERN 

3143.6 

R.  D.  Krebs,  chmn.,  pres.  &  CEO 

1175 

32 

0 

2836  ' 

127 

T 

10,6 

272.9 

1 

PACIFIC 

30.4 

W.  J.  Swartz,  vice-chmn.;  pres.-SF  RR 

940 

43 

0 

2192 

^  1 

Restricted  stock  granted:  chmn.,  30,000;  v 

ce-chmn.,  23,500. 

UNION  PACIFIC 

6068.0 

D.  Lewis,  chmn.,  pres.  &  CEO 

1350 

13 

0 

6090 

130 

A_ 

4,4 

14.1 

S  1 

12.3 

M.  H.  Walsh,  chmn.  &  CEO-Railroad  Co. 

850 

13 

0 

NA 

NA 

NA  ■ 

28  RETAILING  (FOOD)  (service)  | 

ALBERTSON'S 

6773.1 

W.  E.  McCoin,chmn.4CEO 

970 

26 

0 

6368 

242 

19.1 

31.2 

Q]  1 

21.5 

G.  G.  Michael,  v.-chmn.,  CFO  &  CDO 

576 

14 

777 

2994 

7_ 

m  1 

WINN-DIXIE  STORES 

9088.3 

J.  Kufeldt,  pres.  &  sr.  v-p 

490 

15 

0 

1340 

129 

T 

16.3 

2.9 

m  1 

17.2 

A.  D.  Davis,  chmn.  &  pres. 

468 

3 

0 

1359 

2_ 

m  1 

29  RETAILING  (NONFOOD)  (service)  | 

KMART 

27655.1 

j.  E.  Antonini,  chmn.,  pres.  &  CEO 

925 

45 

64 

2259 

163 

2, 

15.8 

20,2 

m  1 

17.3 

L.  M.  Parkin,  exec,  v-p-sub. 

394 

14 

657 

2138 

.2: 

m  1 

THE  LIMITED 

4070.8 

L.  H.  Wexner,  chmn.  &  pres. 

1031 

10 

0 

2898 

134 

30.4 

-17.5 

m  1 

29.7 

M.  Trust,  pres. -Mast 

819 

59 

0 

5059 

m  1 

MELVILLE 

6780.4 

S.  P.  Goldstein,  chmn.,  pres.  &  CEO 

1073 

25 

146e 

2630 

158 

m 

19.7 

4.2 

m  1 

20.8 

M.  A.  Friedheim,  exec,  v-p 

668 

44 

14e 

1548 

\S: 

\2\  1 

NORDSTROM 

2327.9 

B.  A.  Nordstrom,  co-chmn. 

454 

34 

180 

2278 

258 

X 

17,6 

20.9 

m  1 

19.3 

J.  N.  Nordstrom,  co-chmn. 

454 

34 

0 

1631 

m  1 

PRICE 

4432,0 

R.  E.Price,  pres.  &  CEO 

230 

0 

0 

686 

107 

X 

19.5 

-30.8 

m  1 

19,7 

R.  M.  Libenson,  vice-chmn.  &  exec,  v-p 

199 

0 

0 

593 

X 

m  1 

SEARS,  ROEBUCK 

50251,0 

E.  A.  Brennon,  chmn.,  pres.  &  CEO 

1386 

-8 

501 

5120 

120 

10.0 

-33.6 

m  1 

7,4 

P.  J.  Purcell,  chmn.  &  CEO-Dean  Witter 

1 125 

4 

553 

NA 

NA 

NA  I 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS-  CORPORATE  PROFIT 

SALES;  $  MILLIONS 

ROE:  % 

SALARY 
8.  BONUS 
$000 

0  CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

CHANGE  IN  RATING 
ROE 

WALGREEN 

4980.4 
18.6 

C.  R.  Walgreen  III,  chmn.  &  CEO 
F.  F.  Canning,  pres.  &  COO 

648 
550 

10 
10 

146 
125 

2479 
2117 

114 

T 

17.9 

-5.1 

HI 

m 

)0  SERVICE  INDUSTRIES  (service) 

UMERICANMEMCAL 

UWnU  ATI  AU  A 1 

NTERNATIONAL 

3016.8 
10.4 

W.  L.Weisman,  chmn.  &  CEO*  650 
G.  E.  Burleson,  pres.  &  COO  400 

*Received  $3,056  mil  from  employment  agreement  upon 

0            0  1950 
33             0  1077 
his  resignation  Aug.  30,  1988. 

91 

m 

3.7 

-35.8 

[3] 

llftAIUMlllA-EEDDIC 

IRwWNINv-rEKKIs 

O  IV  1  Q 
Z  1  /  1 .0 

21.7 

n.  J.  rniiiips,  dr.,  cnmn. «  Vacv 
J.  E.  Drury,  pres.  &  COO 

642 
530 

11 

0 
0 

1775 
1457 

179 

19.9 

6.6 

[H 

m 

MEMKAL  WASTE 
MANAGEMENT 

700,2 
22.3 

J.  E.  Dempsey,  pres. 

B.  D.  Tobecksen,  v-p-fln.  &  treas. 

564 
214 

27 

0 
0 

1417 
606 

NA 

NA 
NA 

18.6 

-22.4 

m 

Q] 

!.R.  DONNELLEY 
liSONS 

2878.4 
1 5.8 

J.  B.  Schwemm,  chmn.  &  CEO 
J.  R.  Walter,  pres. 

669 
405 

2 
25 

292 
55 

3587 
NA 

116 

m 

NA 

16.8 

-4.4 

m 

NA 

EDERAL  EXPRESS 

4244,5 
13.7 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
J.  L  Borksdale,  exec,  v-p  &  COO 

649 
418 

51 
32 

0 

253 

1567 
1320 

84 

m 
m 

14.4 

13.6 

m 
m 

lUOR 

5513.5 
11.0 

D.  S.  Tappan,  Jr.,  chmn.  &  CEO 
L.  G.  McCrow,  pres. 

899 
507 

100 
84 

0 
0 

1939 
1102 

154 

m 
m 

-2.0 

NA 

□j 

'lENUINE  PARTS 

2942.0 
21.0 

W.  Looney,  chmn.  &  CEO 
E.  Dolive,  vice-chmn. 

767 
559 

17 

16 

0 
198 

1933 
1613 

151 

m 

18.8 

27.2 

m 

V.W.GRAINGER 

1535.5 
17.2 

D.  W.  Grainger,  chmn. 
W.N.Caldwell,  pres. 

638 
507 

4 
4 

0 

740 

1763 
2913 

147 

m 
m 

15.2 

31.3 

m 
m 

lOSPITALCORP 
>F  AMERICA 

4111.2 
16.0 

T.  F.  Frist,  Jr.,  chmn.,  pres.  &  CEO 
R.E.Mick,  sr.  v-p&CFO 

Shores  of  restricted  stock  granted:  chmn 

894 
360 
,  4,255;  sr.  v-p, 

45 
35 
1,702. 

1430 
0 

41 14 
NA 

129 

m 

NA 

7.2 

18.0 

a 

NA 

lUMANA 

3580,3 
19.8 

D.  A.  Jones,  chmn.  &  CEO 
W.  Cherry,  pres.  &  COO 

991 
720 

14 
14 

0 

1322 

2397 
3073 

89 

m 
a 

14.6 

-17.5 

a 

lATIONAL  MEDICAL 
NTERPRISES 

3432.8 
16.8 

R.  K.Eamer,chmn.iCEOt                      1590  57 
I.  Cohen,  pres.  &COOJ                         1174  57 
Shares  of  restricted  stock  awarded;  chmn.,  795,029;  pres.,  51 5,897. 

349 
231 

4299 
3211 

104 

H 
H 

16.5 

43.8 

m 

Lily  Colitlirier/Chateali  dv  Pierre 


'All  the  time  it  is  beautiful" 

"lust  to  be  in  the  old  walled  city,  to  look  at  the  river  and  walk 
the  cobblestoned  streets...  They  say  we  French  Canadians  are 
dreamers,  that  we  are  just  good  for  romance,  arts,  music... 

People  like  the  little  places.  People  who  have  been  ail  around 
the  world  will  come  to  a  small  hotel  like  ours.  They  say  it  is  more 
personal.  We  can  do  special  little  things  for  them. 

When  it  comes  time  to  say  an  revoir,  they  hate  to  leave.  But 
everybody  always  takes  something  of  Quebec  with  them." 

Streetside  cafes,  chic  boutiques  and  a  warm  friendly  welcome. 
Call  Tourism  Quebec:  1-800-363-7777. 

Canada 

Tlie  World  Next  Door 


198£  r-M  Corn  Alt  rights 


]  Lei's  get  it  together., 
buckfe  up. 


I 


We  call  ItNlnety-Eight  beau;  i 


With  yo'or  permission,  we'd  like 
to  blow  our  own  horn.  Because 
we  believe  this  Oldsmobile' 
Ninety- Hght  Regency  may  very 
well  be  the  perfect  luxury  car. 


This  elegant  automobile  is  a 
study  in  understatement.  Inside  and 
out.With  handsome  looks.  A  stylish, 
roomy  interior.  And  available  extras 
like  steering  Vv^heel  touch  controls. 
Or  supplemental  inflatable  restraints 
on  the  driver  side. 


Its  engineering  is  state  of  t 
art,  too.  Four-wheel  independei 
suspension.  A  powerful  3800  ^ 
engine.  Optional  anti-lock  braki 
The  kind  of  advanced  techinolo 
that  ensures  ride  and  handling 
that's  smooth  and  comfortable, 


ne  Hundred  sounds  immodest. 


In  fact,  we  designed  tlie 
inety-Bglit  Regency  to  surpass 
your  expectations.  All,  that  is, 
;:cept  price.  Because  the  Ninety- 
§ht  Regency's  price  is  very 
odest  indeed. 

And  remember,  behind  it  all 


is  GM's  new  3-year/50,000  mile 
Bumper-to-Bumper  Plus  warranty 
See  your  dealer  for  terms  of  this 
limited  warranty 

While  you're  there,  why  not 
take  our  new  Ninety-Hght  out  for 
a  test  drive?  Or  for  more  informa- 


tion, simply  telephone  toll-free 
l-800-242-OLDS,Mon.-Fri., 
9  a.m.  to  7p.m.,  EST. 

01  The  New  Generation  of 

sIdldsmobile, 


EXE 

»AT 

ION 

ORE 

wm 

mi 

\^ 

COMPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS  I 

'0, 

198 

8 

TOTAL  ANNUAL  COmP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

5AIE5  $  MILLIONS 

POE  - , 

SAL^Rr  % 
&  BONUS 
$000 

CHANGE 
FROM 
■  1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

CHANGE  IN  RATING 

ROE 



PREMIER 
INDUSTRIAL 

565.6 
33.8 

M.  L.  Mandel,  chmn.  &  CEO 
R.  Worren,  vice-chmn.  i  COO 

375 
287 

7 
12 

0 

1052 
1024 

150 

LL 

a 

24.7 

95.5 

m 
m 

& 

RYDER  SYSTEM 

5029.6 
8.6 

M.  A.  Burns,  chmn.,  pres.  &  CEO 
D.  R.  Parker,  sr.  ex.  v-p  &  COO-sub. 

Shares  of  restricted  stock  granted:  sr.  exec,  v 

915 
607 
p,  7,500. 

-8 
-6 

382 
192 

5051 
2083 

124 

a 
m 

12.1 

-39.7 

a 
a 

giiuii 

WASTE 

MANAGEMENT 

3565.6 
22.5 

D.  L.  Buntrock,  chmn. 
P.  B.  Rooney,  pres. 

1400 
1060 

8 
12 

7002 
6425 

18753 
22932 

239 

m 

[5] 

21.1 

49.1 

a 
a 

31   STEEL   (INDUSTRIAL:  LOW  TECH) 

1 

BETHLEHEM  SnEL 

5488.8 
25.1 

W.F.Williams,  chmn.                               505  10 
C.  H.  Barnette,  gen.  couns.,  sr.  v-p               300  9 

Shares  of  restricted  stock  granted:  chmn.,  5, 1 00;  gen.  couns.,  3, 1 00. 

444 
184 

2035 
1105 

149 

m 
m 

1.8 

NA 

m 
m 

I 

INLAND  STEEL 
INDUSTRIES 

4068.0 
15.1 

F.  W.  Luerssen,  chmn.  &  CEO-lnds.  &  Co. 
R.  J.  Darnall,  pres.  &  COO;  pres.-Co. 

Restricted/ performance  shares  awarded:  ch 

940 
670 

46 
61 

437 
320 

2562 
2010 

187 

m 

m 

8.2 

NA 

m 
m 

Tin.,  25,842;  pres.,  14,767. 

32  TELECOMMUNICATIONS  (telecommunications)  | 

I 

AUTEL 

1068.5 
15.7 

W.  W.  Case,  chmn. 
J.  T.  Ford,  pres.  &  CEO 

664 
653 

-9 
1 1 

0 
0 

1912 
1768 

206 

m 

m 

14.6 

12.4 

m 
m 

1 

AMERITECH 

9903.3 
15.8 

W.  L.  Weiss,  chmn.  &  CEO 

0.  J.  Wade,  pres.-Ameritech  Bell  Gp. 

1250 
730 

9 
13 

940 
167e 

551 1 
NA 

157 

m 

NA 

15.5 

9.1 

a 

NA 

1 

AT&T 

51974.0 
-14.6 

R.E.Allen,  chmn.  &  CEO 
C.  Marshall,  vice-chmn. 

1284 
841 

43 
11 

451e 
480e 

3632 
3102 

129 

Li] 

0.4 

NM 

m 

i 

m 

BELL  ATLANTIC 

10880.1 
14.3 

T.  E.  Bolger,  chmn.  &  CEOf 

P.  A.  Campbell,  vice-chmn.  &  CFO 

Shares  awarded  under  performance  plan:  ch 

1287 
670 
mn.,  6,285;  V 

6  85 

7  195 
ce-chmn.,  3,327. 

3705 
2092 

155 

m 
m 

14.2 

4.0 

a 
m 

m 

BELLSOUTH 

13596.9 
14.1 

J.  L.  Clendenin,  chmn.,  pres.  &  CEO             1 1 65 
J.  B.  White,  Jr.,  v.-chmn.-fln.  &  admln.f  543 

Shares  awarded  under  Long-Term  Investment  Plans:  chmn 

4 

39 
,  3,834;  V 

0 
0 

ce-chmn.,  1,242 

341 1 
1298 

142 

a 

m 

14.0 

1.2 

m 
m 

iF 

Phone  800 


235 


When  It'sTimeTo  Pay  For  800  Service, 

There's  a  big  difference  between  the         ( FO.N''^' )  gives  FONLINE  800"'  the  sound  fee  is  only  about  half  what  AT&Tcharges. 
kind  of  800  service  you  getjrom  the  phone      quality  preferred  by  9  out  of  10  business  Our  monthly  service  charge  is  lower.  So 

company  AT&T  and  the  FON  company         people  over  AT&T.  Plus,  it  lowers  your  costs  are  our  tapered  rates  that  go  down  as  your  call 

US  Sprint."  from  the  very  first  day  volume  goes  up.  So  Sprint's  FONLINE  800 

Because  US  Sprint's  Fiber  Optic  Network       For  starters,  FONLINE  800's  installation  costs  less  than  AT&T's  800  READYLINE' 

'f'i;iHf*rsSpririiC(niiniunir;iti(insr<imi)am  Limiied  Partnership  "I 'SSpnn!  is  a  n'^hrt^n-dfrad'-riiark  of  US  Spririiroinniuriications  Company  Limited  Partnership 
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jlOMPANY 

EXECUTIVE                               1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES;  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

X  CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 

$000 

$  VALUE 

Ur  $  lUU 

INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

RATING 

ENTEL 

1094.9 
1 1.9 

J.  P.  Frozee,  Jr.,  chmn.,  pres.  4  CEO             726  63 
S.  S.  Vanderwoude,  exec,  v-p                    370  NA 

Shares  awarded  under  employment  agreement:  chmn.,  4,800. 

341 
205 

1943 
NA 

175 

[2] 
NA 

12.8 

-20.9 

1] 
NA 

INCINHATIBEU 

738.4 
17.0 

D.  H.  Hibbard,  chmn.  &  CEO;  chmn.-CBTf  645 
J.  T.  laMacchia,  pres.  &  COOf  404 

27 
32 

250 
91 

1930 
NA 

338 

m 

NA 

15.0 

30.5 

NA 

ONTEL 

2963.7 
19.8 

C.  Wohlstetter,  chmn.  &  chmn.-ex.  comm.f  1266 

D.  W.  Weber,  pres.  &  CEOf  856 

83 
81 

4294 
103 

NA 
NA 

181 

NA 
NA 

13.6 

17.0 

NA 
NA 

ilE 

16459.8 
14.5 

J.  L.Johnson,  chmn.  &  CEO  1114 
A.  L.  Rayfield,  sr.  v-p  644 

41 
6 

148 
97 

2883 
2005 

169 

Sj 

a 

14.5 

NA 

a 
m 

10 

5137.0 
28.1 

W.  G.  McGowon,  chmn.                         1 353 
V.  0.  Wright,  vice-chmn.                        1 20 1 

84 
97 

0 
0 

2759 
NA 

201 

NA 

0.1 

164.9 

m 

NA 

lETRO 
lOBILEaS 

67.3 
NA 

G.  L.Lindemonn,  chmn.  &  CEO  387 
J.  E.  Brennan,  pres.  &  COO  243 

72 
36 

0 
0 

786 
568 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

lYNEX 

12660.8 
14.0 

D.CStaley,  chmn.  &  CEO                       1070          5  61 
W.  C.  Ferguson,  vice-chmn.                      682          7  28 

Shares  distributed  under  Long-Term  Incentive  Plan:  chmn.,  7,493;  vice-chmn.,  4,251 . 

3466 
NA 

158 

[H 

NA 

13.8 

6.4 

NA 

AOFKTELESIS 

9483.0 
14.7 

S.  Ginn,  chmn.,  pres.  &  CEO  774 
J.  E.  Hulse,  vice-chmn.  &  CFO  559 

45 
61 

478 
39-4 

2644 
1930 

169 

m 
m 

13.6 

15.7 

m 
m 

OUTHERNN.E. 
ELECOMM 

1582.6 
13.7 

W.  H.  Monteith,  Jr.,  chmn.,  pres.  &  CEO        440         - 1 
R.  M.  Donofrio,  sr.  v-p                            257         1 4 

Shores  distributed  under  Long-Term  Investment  Plan:  chmn.,  1 ,837; 

0 
0 

sr.  v-p,  695. 

1264 
688 

140 

m 
m 

13.3 

12.9 

ffl 
m 

OUTHWESnRN 
EU 

8452.7 
12.6 

Z.  E.  Barnes,  chmn.  &  CEO  1551 
R.  G.  Pope,  vice-ehmn.-corp.  dev.  &  Cf 0  838 

37 
61 

1698e 
1022e 

5681 
2960 

166 

a 
a 

12.8 

-6.1 

a 
a 

WTEDTELECOMMS 

6493.0 
7.4 

W.  T.  Esrey,  pres.  &  CEO-Cp.  &  US  Sprint^      93 1 
P.  H.  Henson,chmn.|  818 

Shares  awarded  under  Long-Term  Investment  Plan:  pres 

46  0 
29  685 

,6,631;  chmn.,  4,690. 

2172 
2956 

220 

m 
m 

4.8 

642.7 

m 
a 

IS  WEST 

9220.6 
14.5 

J.  A.MacAllister,chmn.&CEO  1399 
R.  D.  McCormick,  pres.  886 

62 
55 

1021 
597 

3971 
2539 

152 

a 
a 

13.6 

9.0 

a 

FON800 


270 


Our  FDNUNE  800  Sounds  Even  Better. 

And  you  can  save  even  more  by  con- 
trolling costs  with  the  help  of  FONLINE 
800's  free  call  detail  that  shows  where 
each  call  comes  from.  And  our  optional 
management  reports  give  you  quick,  easily 


understood  summaries. 

If  you're  thinking  about  an  800  service  for 
your  business,  take  a  look  at  FONLINE  800. 

When  you  compare  it  to  the  phone 
company's  800  service,  you'll  see  there's 


clearly  no  comparison. 
CaU  1-800-877-2000  and  talk  with  the  best. 


US  Sprint 

Talk  With  The  Best; 
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"AL  expertise  and 
worldwide  support 
from  Digital  keep 
Sumitomo  Bank 
ahead  in  the 
globalizing  of 
Japan  s  financial 
markets." 


"Sumitomo  Bank,  the  world's 
second  largest  bank,  is  working 
toward  the  internationalization  of 
Japan's  financial  markets.  We  chose 
Digital's  expertise  in  artificial  intelli- 
gence technology  to  give  us  the  high- 
speed processing  capability  we  need  to 
handle  the  daily  flood  of  telex  traffic. 
As  a  result,  we  feel  we  are  one  step 
ahead  of  the  competition. 

"Now,  we  have  one  of  the 
world's  most  sophisticated  AI  telex 
funds  transfer  systems  that  helps  us 
put  the  highest  priority  on  the  best 
interest  of  our  customers. 

"Digital's  years  of  experience 
in  applied  expert  systems,  as  well  as 
their  commitment  to  service  and  sup- 
port at  every  level,  has  really  paid  off. 
It's  why  we  can  devote  more  energy  to 
our  internationalization  strategy. 

"We  were  looking  for  an  inno- 
vative solution.  Digital,  and  only 
Digital,  had  the  technology  and  a  will- 
ingness to  work  with  us  to  turn  our 
vision  of  international  banking  into 
a  reality." 

The  rewards  of  working  together. 

With  Digital's  advanced  artificial 
intelligence  technology  and  compre- 
hensive worldwide  support,  you  can 
stay  ahead  of  the  competition.  * 
Today,  with  more  experience  in 
applied  expert  systems  along  with 
the  support  you  need  at  every  level, 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

it 

now 


Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their 
long-term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services, 
which  we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  custom- 
ers to  identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program 
to  protect  exposures  that  cannot  be  eliminated.  This  calls  for  a  fresh  perspective  and 
original  thinking.  Every  time.  We're  not  saying  we're  perfect.  Only  that  at  Arkwright, 
you're  going  to  get  solutions  that  are  developed  for  you.  Not  somebody  else. 


ARKWRIGHT 

Arkwright  Mutual  Insurance  Company 
Hiibbs  Group.  Inc. 
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»MPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

198 

B 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY  \ 
&  BONUS 
$000 

CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING           ROE        CHANGE  IN  RATING 
%  ROE 

(WEST 

•wveaoR  GROUP 

133.0 

-14.5 

J.  E.  Defeo,  pres.&CEO 

J.  C.  O'Neil,  v-p,  gen.  couns.  &  secy. 

301 
208 

54 
36 

39 
24 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

3  TEXTILES, 

APPAREL  (CONSUMER  PRODUCTS) 

KE 

1518,9 
28.8 

P.  H.  Knighl,  chmn.  &  pres. 
R.  E.  Nelson,  v-p 

250 
225 

NA 
2 

0 
0 

NA 
649 

196 

NA 

m 

21.4 

54.2 

NA 

[E 

EBOK 

TERNATIONAL 

1785.9 
19.9 

P.  B.  Fireman,  chmn.  &  CEO 
C.  J.  LoBonte,  pres.  &  COO 

11439 
1049 

-26 
28 

0 
0 

39916 
NA 

273 

[5] 
NA 

30.8 

-54.7 

[I; 

NA 

2516.1 
15.9 

L.  R.Pugh,  chmn.  &  CEO 

R.  E.  Gregory,  Jr.,  pres.  &  prin.  oper.  off. 

985 
770 

-8 
-7 

0 
0 

6406 
4042 

120 

SJ 

16.6 

-37.0 

ESTPOINT- 
!PPERELL 

2353.3 
10.1 

J.  L.  Lanier,  Jr.,  chmn.  &  CEO 
D.  J.  Keller,  pres.  &  COO 

828 
627 

7 
10 

178e 
558e 

2438 
2096 

219 

Jj 

8.9 

63.9 

m 
m 

i  TIRE  &  RUBBER  (industrial:  low  tech) 

}ODYEAR 

10810.4 
17.3 

R.  E.  Mercer,  chmn.  &  CEO* 

T.  H.  Barrett,  chmn.,  pres.  &  CEO 

♦Resigned  as  CEO  1 2/88  and  chmn.  effect 

1279 
875 

ve  3/3 1/89. 

2 

1 

0 
0 

6215 
3492 

179 

a 
m 

16.2 

101.1 

m 
m 

5  TOBACCO 

(CONSUMER  PRODUCTS) 

rtERICAN  BRANDS 

11980.0 
21.1 

W.  J.  Alley,  chmn.  &  CEO 

S.  G.  Cameron,  chmn.-Gallaher  Ltd.f 

1351 
884 

37 
52 

276 
65 

3376 
2018 

218 

m 
m 

17.1 

24.1 

m 
m 

HUP  MORRIS 

:.  1742.0 
26.9 

H.  Maxwell,  chmn.  &  CEO 
J.  A.  Murphy,  pres. 

1660 
1189 

11 
7 

2859 
0 

8235 
7809 

252 

[3] 

26.7 

1.5 

m 
s 

R  NABISCO 

16956.0 
24.2 

F.  R.Johnson,  pres.&CEO*  1836 
E.  A.  Horrigan,  Jr.,  chmn.  &  CEO-sub.*         1 280 

•Resigned  effective  2/9/89  &  3/1/89,  respectively. 

6 
8 

19235 
20450 

25022 
25160 

307 

a 

20.0 

27.5 

m 

iT 

618.5 
35.8 

L.  F.  Bantle,  chmn.  &  CEO 

N.  A.  Buoniconti,  pres.  &  COO 

1725 
1206 

12 
17 

430 
0 

5137 
4398 

256 

m 
m 

32.1 

23.7 

m 

With  the  way  some  facsimiles  make  you  wait, 
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COMPANY 


EXECUTIVE 


1988  COMPENSATION 


1986-88  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 


SALES:  $  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 
$000 


. CHANGE 
FROM 
1987 


LONG- 
TERM 
COMR 
$000 


PAY  VS.  SHAREHOLDER  RETURN 


PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 
$000 


$  VALUE 
OF  $100 
INVESTED 


RATING 


ROE 


CHANGE  IN 
ROE 

% 


36  TRUCKING  (transportation) 


ALEXANDER  & 
BALDWIN 


664.5 
22.6 


R.  J.  Pfeiffer,  chmn.  &  CEO^ 
J.  C.  Couch,  pres.  &  COOJ 


1490 
644 


21 
17 


525 
0 


5706 
2327 


236 


21.2 


35.2 


37  UTILITIES  (utilities) 


AMERICAN  ELEQRK 

4840.8 

W.  S.White,  Jr.,  chmn.  &  CEO 

621 

6 

0 

1758 

145 

Si 

13.3 

20.5 

rr 

POWER 

14.8 

R.  E.  Oisbrow,  pres.;  v-p-subs. 

405 

7 

0 

1131 

m 

ilj 



BALTIMORE  C&E 

1863.7 

G.  V.  McGowan,  chmn.  &  CEO 

527 

45 

0 

1222 

147 

15.1 

0.6 

I06NW 

14.5 

E.  A.  Crooke,  pres.  &  COO-ulillty  opers 

335 

36 

0 

803 

jj 

Shores  of  restricted  stock  awarded;  chmn. 

7,700;  pres. 

4,200. 

usoi 

CAROLINA 

2273.4 

S.  H.  Smith,  Jr.,  chmn.,  pres.  &  CEO 

379 

17 

0 

1015 

151 

11.3 

-47.2 

a 

IE 

POWER  &UGHT 

7.1 

W.  E.  Graham,  Jr.,  vice-chmn. 

226 

14 

0 

611 

m 

m 

CENTRAL  & 

2512.0 

M.  L.  Borchelt,  chmn.,  pres.  &  CEO 

373 

20 

52 

1064 

141 

14.1 

-19.0 

\2i 

tB 

SOUTHWEST 

12.5 

D.  Chalker,  chmn.,  pres.  &  CEOf 

371 

-19 

339 

1691 

Sj 

CMS 

2942.7 

W.  T.  McCormIck,  Jr.,  chmn.  &  CEO-Cp.  &  sub. 

625 

23 

329 

1863 

325 

9.7 

NA 

EE 

n 

ENERGY 

16.4 

S.  K.  Smith,  jr.,  pres.;  vice-chmn. -sub. 

402 

76 

0 

NA 

NA 

NA 

Shores  of  restricted  stock  granted:  chmn., 

25,000;  pres. 

10,000. 

im 

COMMONWEALTH 

5613.3 

J.  J.  O'Connor,  chmn. 

492 

1 1 

0 

1318 

143 

m 

12.5 

-36.5 

EDISON 

9.1 

B.  L.  Thomas,  pres. 

284 

20 

0 

726 

m 

m 

CONSOUDATED 

5108.8 

A.  Hauspurg,  chmn.,  pres.  &  CEO 

744 

7 

110 

2201 

140 

T 

12.9 

0.5 

m 

EDISON  OF  NY 

13.4 

J.  V.  Thornton,  vice-chmn.f 

516 

7 

55 

1502 

s 

DETROIT  EDISON 

3102.2 

W.  J.  McCarthy,  Jr.,  chmn.  &  CEO 

451 

-12 

0 

1392 

141 

m 

5.3 

NM 

[5] 

m 

-12.9 

E.  L.  Grove,  Jr.,  vice-chmn.  &  CFO 

296 

-13 

0 

917 

m 

[5] 

m 

DOMINION 

3344.1 

W.  W.  Berry,  chmn.  &  CEO;  chmn.-subs. 

558 

-2 

65 

1659 

144 

m 

13.8 

13.8 

m 

RESOURCES 

13.6 

T.  E.  Copps,  pres. 

447 

17 

0 

1155 

m 

1l 

Shares  of  restricted  stock  awarded;  chmn. 

438;  pres.,  250.  Performance  shares 

awarded;  chmn. 

1,503;  pres 

,2,174. 

DUKE  POWER 

3627.0 

W.  S.  Lee,  chmn. 

533 

18 

0 

1421 

154 

12.9 

-10.8 

H. 

mi 

11.5 

D.  W.  Booth,  pres. 

380 

14 

0 

1033 

L3! 

13J 

wn 

you'd  think  that  you  had  nothing  better  to  do  wit  lur 


No  matter  how  fast  a  high-performance  facsimile  transmits, 
it  doesn't  matter  if  you  have  to  wait  for  it  to  perform.  Waiting  for  an 
incoming  fax  to  print.  Waiting  for  the  line  to  clear.  Waiting  while 
your  document  is  scanning. 

Waiting.  Waiting.  Waiting. 

But  with  a  Canon  FAX- 705,  you  don't  have  to  wait  at  all.  Because 
the  FAX- 705  works  as  hard  as  you  do.  With  performance  features 


that  let  you  do  the  work  of  several  facsimiles  at  once. 

While  someone  else  is  receiving  a  fax,  you  can  be  sending  one. 
Or  while  you're  storing  or  receiving  documents  in  memory,  you  car 
also  record,  print  or  make  copies  of  other  documents. 

You  no  longer  need  to  wait  for  the  fax  to  transmit  your  originals 
before  removing  them,  either.  With  InstaScan,  your  document  can 
read  and  stored  in  memory  in  just  4  seconds? 
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4MPANY 

EXECUTIVE 

1988  COMPENSATION 

1986-88  PAY-PERFORMANCE  ANALYSIS 

1988 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES;  $  MILLIONS 

SAWRY  °, 

CHANGE 

TERM 

$  VALUE 

Rating 

ROE 

Change  in 

RATING 

ROE;  % 

&  BONUS 

FROM 

COMP. 

COMP 

OF $100 

% 

ROE 

$000 

1987 

$000 

$000 

INVESTED 

% 

IRON 

5708.1 

K.  L  lay,  chmn.&CEO 

977 

-7 

0 

2821 

98 

-2.9 

11.7 

a 

6.8 

F.  E.  Hoglund,  chmn.  &  CEO-Oil  i  Gas  sub. 

741 

NA 

0 

NA 

NA 

Shares  of  restricted  stock  vested;  chmn.,  1,540. 

ORIDA  PROGRESS 

2002.0 

A.  H. Mines,  Jr., chmn.&CEO 

554 

1  1 

(J 

1 567 

137 

[Ai 

NA 

NA 

NA 

13.7 

L.  H.  Scoft,  vice-chmn. 

345 

-15 

0 

1061 

NA 

1  GROUP 

5853.5 

M.  McDonald,  pres.  &  CEO 

844 

JO 

U 

13  0 

—4  6 

13.7 

J.  J.  Hudiburg,  chmn.  &  CEO-FPL  Co. 

638 

19 

0 

1598 

[D 

a 

Shares  of  restricted  stocl<  granted:  chmn. -Co., 

11,200. 

JNOIS  POWER 

1284.7 

W.J.  Kelley,  chmn.  &  pres. 

383 

Q 

0 

1062 

1 1 6 

1 1 .7 

-53.8 

L^♦J 

6.2 

C.W.  Wells,  exec,  v-p 

204 

8 

0 

569 

El 

IDDLE  SOUTH 

3565.4 

E.  Lupberger,  chmn.  &  pres.;  chmn. -sub. 

369 

(-1 

U 

1  UYO 

1  so 

LL 

8  9 

-17  6 

ra 

lUnES 

8.5 

J.  L.  Cowan,  sr.  v-p  t  sys.  exec./fin.-Sys. 

225 

NA 

0 

NA 

NA 

NA 

AAABA  UAUAUflf 
AuAkA  MOnA  WK 

2800.5 

W.  J.  Donlon,  chmn.  &  CEO 

309 

z/ 

A 

u 

ov/ 

fl7 
O/ 

7  A 

Ad  n 

8.5 

J.  M.  Endries,  pres. 

218 

0 

D  1  / 

rsi 

}KlnERN  STATES 

2006.5 

J.  J.  Howard,  chmn.,  pres.  &  CEO 

526 

-31 

0 

NA 

146 

NA 

14.1 

-9.0 

NA 

HIVER 

13.6 

C.  J.  Blair,  sr.  v-p-electric  utility 

230 

6 

0 

622 

LL 

m 
LU 

Shares  of  restricted  stock  awarded;  chmn.,  4,204;  sr.  v-p. 

1,292. 

JIA  ERIC  Ail 

2 1 42.6 

J.  T.  Rogers,  Jr.,  pres.;  chmn.-Penn.  Power 

455 

4 

r\ 

1  'ion 

1  *;i 

1  D  I 

118 

—48  3 

rzi 

LaJ 

7.4 

D.  W.  Tschappat,  exec,  v-p  &  COO 

303 

3 

0 

877 

r2~ 

IVlrK 

5932.0 

P.  A. Miller, chmn.&CEO 

992 

17 

294 

4158 

99 

SI 

10.2 

13.3 

a 

ITERPRISES 

11.9 

J.  R.  Ukropina,  pres. 

695 

24 

13} 

rn 

Shares  of  restricted  stock  awarded;  chmn.,  1 5,000;  pres.,  25,000. 

laFKGAS 

7645.7 

R.  A.  Clarke,  chmn. 

548 

2 

0 

1523 

115 

m 

6.4 

NM 

m 

ELEaRK 

-0.6 

S.  T.  Skinner,  vice-chmn. 

390 

8 

0 

1098 

a 

iCIFKORP 

3519.3 

D.  C.  Frisbee,  chmn. 

752* 

10 

0 

2131 

138 

a 

16.8 

64.5 

m 

23.1 

A.  M.  Gleason,  pres.  &  CEO 

504 

7 

0 

1458 

a 

*Excludes  $773,000  to  cover  tax  liability  for  annuity. 

iNHANDLE 

1261.6 

R.  D.  Hunsucker,  chmn.,  pres.  &  CEO 

484 

-20 

0 

2204 

84 

[5} 

-17.2 

NM 

a 

STERN 

-21.5 

R.  C.  Dixon,  group  v-p 

213 

NA 

Oe 

NA 

NA 

NA 

)ur  time. 


\nd  with  Canon's  exclusive  UHQ  image  processing  system, 
FAX-705  can  reproduce  images  with  such  clarity  and  detail  you 
/  have  trouble  telling  the  fax  from  the  original.       ■  i^J^"^'" 
50  if  your  high-performance  fax  doesn't  really  ^jn^jH 
;r  the  performance  you  need,  see  the  FAX-705  at  ''"*^<'>>'"* 
ir  Authorized  Canon  Facsimile  Dealer.  Or  call  1-800-OK-CANON. 
A'hy  wait  around  any  longer?  *Standard  mode 


\  Canon 

COMMUNICATING  QUALITY 


e  Canon  Credit  Card  AsK  (c  Oetails 
•Cipaiing  Car^oo  dealers  and  retailers 
jleoolynUS    ©  i9e9C«nonUS*  mc 
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Wn  Hdp  Keep 

Birthd^Suit 

RomGetDi^ 
VMded. 


Sun  worshippers  rely  on  sun- 
screens, suntan  lotions,  and 
moisturizers. 

But  here's  the  rub. 
Oil  and  water  don't  mix. 
So  manufacturers  of  per- 
sonal care  products  use 
emulsion  stabilizers  to  keep 
oil  and  water  from  separat- 


ing and  to  keep  oil  uniformly  suspended  in 
dispensers. 

We  developed  Carbopol  ^  —  a  key  emulsion 
stabilizer— back  in  the  '50s.  Our  newest  version— 
Quickbreak®  — allows  fast  and  even  application 
to  the  skin. 

Today,  many  multinational  cosmetic  com^ 
panies  formulate  their  largest  selling  brands 
with  Carbopol. 


C 

m 

c 


Carbopol  is  just  one  of  the  many  high' 
performance  resins  and  special'purpose  prod' 
ucts  produced  by  our  Specialty  Chemical 
business  segment.  In  1988,  more  than  one-third 
of  specialty  chemical  revenues  came  from  out' 
side  North  America.  And  despite  substantial 
1  investments  in  Rdr'D,  operating  income  rose  a 
hearty  20  percent. 

Overall  last  year,  BFGoodrich  earnings  grew 


over  80  percent  to  $  196  million.  Return  on  equity 
was  19.4  percent.  And  our  debt'tO'Capital  ratio 
was  23  percent. 

Which  made  our  $2.4  billion  company  one 
of  the  healthiest  under  the  sun. 

BFGoodrich 

Chemicals  and  Aerospace 


Whether  the  market's  up  or  down,  Tandem  data- 
base systems  keep  almost  all  the  world's  major  stock 
exchanges  up  and  running. 

We  record  every  share  bought  or  sold.  We  report 
prices.  And  we  route  data  between  brokerages  and  the 
exchange  floor-no  matter  how  fast  the  data's  flowing. 

In  fact,  whenever  critical  information  has  to  be  de- 
livered without  fail,  Tandem  is  being  chosen  by  more 


and  more  of  the  world's  largest  corporations.  From  ■ 
banks  and  brokerages  to  retailers  and  manufacturers. 

If  you  want  to  speed  your  operations  while  you  cut  . 
your  costs,  call  1-800-482-6336,  and  spend  a  few  mi-  • 
nutes  with  us.  It  could  be  a  very  profitable  investment. 


I 


THE  NAORLDS  LARGEST 

BCrtMMGB  PUT  THEIR  STOa 
N  I^NDEM  GOsAPUTERS 


■OMPAHY 


EXECUTIVE 


1988 


1988  COMPENSATION 

TOTAL  ANNUAL  COMP  LONG- 


1986-88  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  V5  CORPORATE  PROFIT 


SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

7.  CHANGE 
FROM 
1987 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

RATING 

ENNSYLVANIA 
OWER&  LIGHT 

2213.9 
13.7 

R.  K.  Campbell,  chmn.,  pres.  &  CEO]: 
J.  T.  Kauffman,  exec,  v-p-operationsf 

Shares  of  restricted  stock  awarded:  chmn. 

357 
222 
1,720;  exec. 

9 
1 

v-p,  1,150. 

0 
0 

999 
649 

154 

LL 

12.8 

30.5 

T; 

a 

KlUDELPHIA 
LECTRK 

3228.7 
13.0 

J.  F.  Paqueltejr.,  chmn.,  pres.  &CEO*          446**     NA              0                NA  153 

C.  A.  McNeill,  Jr., exec,  v-p-nuclear*           327**     NA             0  NA 

*Employed  3/88.  **Excludes  $137,000  reimbursement  to  chmn.;  includes  $69,000  forfeited  benefits  to  exec. 

NA 
NA 
v-p. 

13.3 

-4.2 

NA 
NA 

OTOMACELECTRK 
OWER 

1349.8 
16.2 

W.  R.  Thompson,  chmn. 
E.  F.  Mllchell,  pres. 

940 
435 

45 
14 

0 
0 

2195 
1165 

139 

a 
a 

16.8 

-3.7 

a 

UBUC  SERVICE 
WTERPRISES 

4394.7 
13.5 

E.  J.  Ferlond,  chmn.,  pres.  &  CEO 

E.  I.  Morris,  v-p;  sr.  exec.  v-p-PSEiG 

652 
420 

30 
8 

0 
0 

1446 
1120 

144 

m 

12.5 

4.7 

m 
a 

CECORP 

6252.7 
15.0 

H.  P.  Allen,  chmn.,  pres.  &  CEO-Cp.  &  Ed 
D.  J.  Fogarty,  exec.  v-p-Corp.  &  Edison 

Shares  of  restricted  stock  awarded;  chmn. 

5.  853 
420 

10,000. 

14 
11 

0 
0 

2268 
1 147 

148 

a 
m 

14.4 

-1.7 

a 
a 

OUmWESTERN 

790.9 
1 5.6 

B.  Ballengee,  chmn.  &  CEO 
W.  R.  Esler,  pres.  &  COO 

334 
270 

47 
45 

0 
0 

821 
661 

127 

15.2 

-18.7 

m 
a 

SCO 
«ERGY 

1034.0 
14.6 

H.  l.Culbreafh,chmn.                             360          2          285             1557  160 
T.  L.  Guzile,  pres.                                    257*       NA              0  NA 
*Reflects  compensation  for  partial  year  beginning  2/22/88.  Also  received  $96,000  for  relocation. 

NA 

13.8 

7.1 

a 

NA 

aCAS  EASTERN 

3481.3 
12.4 

D.  R.  Hendrix,  pres.  &  CEO  635 
J.  D.  Cody,  exec,  v-p  432 

Shares  awarded  under  Stock  Plan:  pres.,  2,100;  exec,  v 

13 
11 

p,  1,000. 

53 
24 

1779 
1073 

90 

a 
a 

8.6 

NWi 

a 
m 

gusununES 

4153.7 
11.4 

J.  S.  Farrington,  chmn.  &  CEO 
E.  Nye,  pres. 

479 
354 

11 

12 

0 
0 

1244 
934 

122 

m 

13.0 

-21.2 

a 
a 

NWNELECTRK 

2029.1 
13.8 

W.  E.  Cornelius,  chmn.  &  CEO 
S.  W.  Smith,  Jr.,  vice-chmn. 

465 
320 

0 
5 

0 
0 

1362 
916 

140 

2_ 

14.9 

-9.4 

a 
a 

IPHABETICAL  LIST  OF  COMPANIES 

e  number  following  each  company  nome  identifies  the  Scoreboard  category  under  which  it  is  listed 


jott  loboratones  1  1 

Bornett  Banks  5 

Conagro  13 

Free  port- McMoR  an  8 

ITT  9 

Notional  Service  Inds,  12 

Reebok  Intl.  33 

Textron  9 

Ina  Life  &  Casualty  21 

Bousch  &  Lomb  25 

Cons.  Edison  of  NY  37 

Gannett  26 

James  River  24 

Navistar  4 

Reynolds  Metals  18 

Times  Mirror  26 

Products  8 

Baxter  International  1  1 

Consolidated  Rail  27 

General  Cinema  6 

Johnson  &  Johnson  1  1 

NCNB  5 

RJR  Nabisco  35 

Torchmark  21 

tertson's  28 

Becton,  Dickinson  1 1 

Conlel  32 

General  Dynamics  1 

Johnson  Controls  16 

NCR  22 

Rockwell  Intl,  9 

Transomerica  21 

0  Stondard  9 

Bell  Atlantic  32 

Cooper  Industries  12 

General  Electric  9 

K  mart  29 

New  York  Times  26 

Rohm  &  Haas  8 

xander  &  Baldwin  36 

Bellsouth  32 

CoreStotes  Financial  5 

Generol  Mills  13 

Kellogg  13 

Newmont  Mining  18 

Rubbermaid  19 

Travelers  21 

ed  Signol  9 

Berkshire  Hathaway  21 

Coming  Glass  Works  1 9 

General  Motors  4 

Kerr-McGee  20 

Niagara  Mohowk  37 

Ryder  System  30 

Tribune  26 

el  32 

Bethlehem  Steel  31 

CPC  Intemcttonal  13 

General  Re  21 

Kimberly-Clark  24 

Nike  33 

Safeco  21 

TRW  9 

oo  18 

Black  &  Decker  1  5 

Cray  Research  22 

General  Signol  16 

Knight-Ridder  26 

Nordstrom  29 

Salomon  21 

Tyco  Loborotories  1  5 

ox  18 

Boeing  1 

CSX  27 

Genuine  Parts  30 

Lilly  (Eli)  1 1 

Norfolk  Southern  27 

Sonfa  Fe  Southern  Pac-  27 

UAL  2 

dohl22 

Boise  Coscade  24 

Dana  4 

Georgia  Gulf  8 

Limited  29 

Northern  States  Power  37 

Sara  Lee  13 

Union  Camp  24 

erada  Hess  20 

Borden  13 

Deere  1  5 

Georgia-Pacific  24 

Lin  Broadcasting  26 

Norwest  5 

SCEcorp  37 

Union  Carbide  8 

erican  Brands  35 

Bristol-Myers  1 1 

Delta  Air  Lines  2 

Gillene  25 

Linon  Industries  12 

NYNEX  32 

Schering-Plough  1  1 

Union  Electric  37 

erican  Cyanamid  8 

Browning-Ferris  30 

Deluxe  22 

Goodrich  {B.  F.)  8 

Lockheed  1 

Ohio  Edison  37 

Schlumberger  23 

Union  Pacific  27 

encan  Electric  Pwr  37 

Brunswick  17 

Detroit  Edison  37 

Goodyear  34 

Loews  21 

Clin  8 

Scott  Paper  24 

Unisys  22 

encan  Express  21 

Burlington  Northern  27 

Digital  Equipment  22 

Grace  (W.  R.)  8 

Lubrizol  8 

Oracle  Systems  22 

Sears  Roebuck  29 

erican  General  21 

Cabot  8 

Disney  (Walt)  17 

Grainger  (W.  W,)  30 

Manufacturers  Hanover  5 

Paccof  4 

Security  Pacific  5 

United  Technologies  1 

erican  Home  1 1 

Campbell  Soup  13 

Dominion  Resources  37 

Great  Lakes  Chemical  8 

Marion  Loborotories  1 1 

Pacific  Enterprises  37 

Showmut  National  5 

United  Telecomms  32 

ericon  Infor.  Tech  32 

Capital  Cities/ABC  26 

Donnelley  (R-  R.)&Sons30 

Great  North.  Nekooso  24 

Morriott  14 

Pacific  Gas  &  Electric  37 

Sherwin-Williams  7 

Unocal  20 

ericon  Intl.  Group  21 
ericon  Medical  Intl.  30 

Capital  Holding  21 

Dover  15 

Great  Western  21 

Marsh  &  McLennan  21 

Pacific  Telesis  Group  32 

SmithKline  Beckmon  1 1 

Upjohn  1 1 

Carolina  Power  &  Light  37 

Dow  Chemical  8 

GTE  32 

Martin  Marietta  1 

Pocificorp  37 

Snap-on  Tools  1  5 

US  West  32 

ericon  Tele.  &  Tele.  32 

Caterpillar  1  5 

Dow  Jones  26 

Gulf  &  Western  9 

Maytag  3 

Pall  9 

Sonoco  Products  10 

US  West  Newvector  32 

ericon  TV  &  Comm.  26 

CBS  26 

Dresser  Industries  1  5 

Halliburton  23 

MCA  17 

Panhandle  Eastern  37 

Southern  New  Eng.  Tel.  32 

USF&G  21 

oco  20 

\y  12 

(R2 

adorko  Petroleum  20 
leuser-Busch  6 
i21 

pie  Computer  22 
her-Oaniels  13 

Centel  32 

Du  Pont  8 

Harris  12 

McDonald's  14 

Parker  Hannifin  1 

Southwestern  Bell  32 

Central  &  South  West  37 

Duke  Power  37 

Heinz  (H.J.)  13 

McDonnell  Douglas  1 

Pennsylvanio  P&L  37 

Southwestern  Pub.  Svc.  37 

UST  35 

Chase  Manhattan  5 

Dun  &  Brodstreet  26 

Hercules  8 

McGraw-Hill  26 

Pennzoil  20 

Sovron  Financial  5 

USX  9 

Chemical  Banking  5 

Eastman  Kodok  1 7 

Hershey  Foods  13 

MCI  Communications  32 

PepsiCo  6 

Square  D  12 

VF  33 

Chemical  Woste  30 

Eaton  4 

Hewlett-Pockard  22 

Mead  24 

Pfizer  1 1 

Squibb  1  1 

Vulcan  Materials  7 

Chevron  20 

Emerson  Electric  12 

Hilton  Hotels  14 

Melville  29 

Phelps  Dodge  18 

St.  Paul  Cos.  21 

Walgreen  29 

Chrysler  4 
Chubb  21 

Emhort  19 
Enron  37 

Himont  8 
Holly  Farms  13 

Merck  1  1 
Merrill  Lynch  21 

Philadelphia  Electric  37 
Philip  Morris  35 

Student  Loan  Mktg.  21 
Sun  20 

Wang  Laboratories  22 
Wamer-Lombert  1  1 

Cigna  21 

Exxon  20 

Homestake  Mining  18 

Metro  Mobile  CTS  32 

Phillips  Petroleum  20 

Sun  Exploration  &  Prod.  20 

o  Chemical  8 

Cincinnati  Bell  32 

Federal  Express  30 

Honeywell  1 6 

Microsoft  22 

Pioneer  Hi-Bred  IntL  13 

Suntrust  Banks  5 

Washington  Post  26 

fistrong  Worid  tnds.  3 

Citicorp  5 

Federal  Notl.  Mort,  21 

Hospital  Corp.  of  Amer.  30 

Middle  South  Utilities  37 

Pitney-Bowes  22 

Syntex  1 1 

Waste  Management  30 

ilond  Oil  20 

Citizens  &  Southern  5 

Fireman's  Fund  21 

Household  Intl.  9 

Midlontic  5 

PNC  Finonciol  5 

Sysco  13 

Wells  Forgo  5 

sntic  Richfield  20 

Clorox  25 

First  Chicago  5 

Humona  30 

Minnesoto  Min.  &  Mfg.  9 

Potomac  Electric  Power  37 

Tandem  Computers  22 

West  Point- Pepperell  33 

'omotic  Doto  22 

CMS  Energy  37 

First  Interstate  Bancorp  5 

Illinois  Power  37 

Mobil  20 

PPG  Industries  7 

Tandy  22 

Westinghouse  Electric  12 

m  Products  25 

CNA  Finonciol  21 

First  Union  5 

Illinois  Tool  Works  19 

Monsonto  8 

Premier  Industrial  30 

Teco  Energy  37 

Westvoco  24 

:er  Hughes  23 

Coastal  20 

First  Wachovia  5 

IMC  Fertilizer  Group  8 

Morgan  (J  P.)  5 

Price  29 

Teledyne  9 

Weyerhaeuser  24 

timore  Gas&  Electric  37 

Coca-Cola  6 

Fleet/Norstor  5 

Ingersoll-Rand  1  5 

Morgan  Stanley  Group  21 

Procter  &  Gamble  25 

Temple-Inland  10 

Whirlpool  3 
Whitman  9 

ic  One  5 

Coco-Coto  Enterprises  6 

Florida  Progress  37 

Inland  Steel  Industries  31 

Morton  Thiokol  8 

Public  Service  Entrps.  37 

Tenneco  9 

ik  Of  Boston  5 

Colgate-Palmolive  25 

Fluor  30 

Intel  12 

Motorola  12 

Quaker  Dots  13 

Texaco  20 

ik  Of  New  York  5 

Commonwealth  Edison  37 

FMC  15 

Intl.  Business  Machines  22 

Naico  Chemical  8 

Quantum  Chemical  8 

Texas  Eastern  37 

Winn-Dixie  Stores  28 

ikomerico  5 

Compoq  Computer  22 

Ford  Motor  4 

Intl.  Flavors  &  Frag.  25 

National  City  5 

Ralston  Purina  13 

Texas  Instruments  12 

Wrigley  (Wm.)  Jr.  13 

ikers  Trust  5 

Computer  Assoc.  Intl.  22 

FPL  Group  37 

Intl.  Paper  24 

Natl.  Medical  Enter.  30 

Raychem  12 

Texos  Utilities  37 

Xerox  22 
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copy 


INTRODUCING 
A  FULL-COLOR  COPIER 
SO  REVOLUTIONARY 
IT'S  AFFORDABLE. 


C . ::  0-  'S  a  'eg=sie''ed  •irabemark  o'  Wead  Imacnc  a  suosioer)'  of  the  Mead  Corp-.  Dayton.  OH. 


FOR  ABOUT 


r\r\ 


brother 


The  new  Brother  CC5500  Full-Color  Copier  is  a  first. 

So  is  its  extremely  affordable  price. 

The  Brother  Full-Color  Copier  is  a  totally  unique 
system  that  utilizes  the  latest  Cycolor"  technolosy. 

This  breakthroush  means  you  set  copies  of  near 
photographic  quality  that  compare  with  those  from 
the  most  expensive  copiers. 

It  also  means  you  get  a  big  break  in  price.  Now,  even 
a  small  company  can  afford  a  Brother  Full-Color  Copier 
And  a  large  corporation  can  put  one  on  every  floor 

Brother's  advanced  technology  also  makes  it  highly 
reliable  and  practically  maintenance  free.  Its  one-pass 
paper  path  means  fewer  operating  problems.  And 
since  the  color  is  in  the  paper,  you'll  never  have  to 
change  chemicals,  ribbons  or  toners  again. 

You'll  also  never  have  to  worn/  about  getting  paper 
Brother's  "PDQ"  Program  assures  that  your  dealer  will 
always  be  able  to  get  you  paper  quickly 

If  you'd  like  to  see  this  revolutionary  copier  at  work, 
or  if  you  just  want  more  information,  call  us  at  the 
number  below. 

When  It  comes  to  quality  and  affordability  the 
Brother  CC5500  Full-Color  Copier  is  a  true  original. 

1-800-558-1200 

Ext.  101 


We're  at  your  side. 


INDUSTRIES.  LTD..  NA60YA.  JAPAN 


BROTHER  INTERNATIONAL  CORPORATION,  USA 


e  Corporation 


TRANSPORTATION  I 


THE  COLLISION  OVER 
COLLISION  WAIVERS 


Rental  agencies  are  hotly  debating  whether  to  demolish  them 


If  you've  ever  rented  a  car,  you've 
probably  run  into  the  Collision  Dam- 
age Waiver.  An  option  that  may 
amount  to  $13  a  day,  the  CDW  relieves 
drivers  of  liability  for  damage  to  the 
cars  they  rent.  The  trouble  is  that  the 
CDW  can  boost  the  cost  of  a  rental  far 
beyond  the  modest  price  quoted  in  large 
type  in  some  newspaper  ads. 

But  if  the  CDW  is  a  sore  spot  for  many 
travelers,  it  is  an  absolute  red  flag  for 
the  $7  billion  car  rental  industry.  At  is- 
sue: the  push  by  legislators  in  Congress 
and  more  than  20  states  to  eliminate  the 
CDW  option  and  compel 
rental  agencies  and  insur- 
ance companies,  not  con- 
sumers, to  cover  the  costs 
of  damages. 

This  surge  in  legislation 
has  split  the  car  rental  com- 
panies into  two  camps.  The 
big  opponents  of  the  sepa- 
rate CDW  are  the  giants 
Hertz  Corp.  and  Avis  Inc. 
Frank  A.  Olson,  chairman 
of  Hertz,  and  Joseph  V.  Vit- 
toria,  head  of  Avis,  are  in- 
tense personal  rivals,  but 
they  see  eye  to  eye  on  the 
CDW  issue.  Both  accuse 
some  of  their  competitors 


of  fattening  profits  by  luring  travelers 
in  with  low  rates,  then  scaring  them  into 
accepting  costly  CDW  charges.  Both 
would  simply  raise  the  base  rental  rates 
to  cover  damages. 

'WORLD  WAR  III.'  Says  Vittoria:  "Along 
came  these  second-tier  companies  who 
figured  they  could  fool  the  public  by 
threatening  the  driver  with  great  loss 
unless  he  took  the  CDW."  Adds  Olson: 
"We  want  a  level  playing  field,  and  we 
are  engaged  in  World  War  HI  to  get  it." 
Opposing  Hertz,  Avis,  and  other  big 
companies  are  a  host  of  smaller  opera- 


tions,  ranging  from  mom-and-pop  ageki 


cies  to  Alamo  Rent-A-Car  Inc.,  the  fift 
biggest  renter  in  the  U.  S.  Und^' 
Chairman  Michael  Egan,  Alamo  h 
gone  from  a  small-fry  money-loser 
1975  to  a  $500  million  winner  today.  TI 
agency  succeeded  by  advertising  roc 
bottom  rates  and  unlimited  mileage  1  i 
vacationing  families.  ' 

Meanwhile,  No.  1  rental  agency  Hen 
says  that  its  share  of  rentals  at  airpon  \ 
has  declined  from  about  40%  to  32% 
the  past  ten  years.  Analyst  Chark 
Finnie  of  Alex.  Brown  &  Sons  in  Ball^ 
more  estimates  that  Alamo,  which  usua 
ly  operates  from  ofl^^-airport  sites,  h£ 
gone  from  a  2%  share  of  the  market 
1982  to  7%. 


NEW  RULES  fOR  RENTALS 


ILLINOIS  Renter's  liability  limited  to  $200.  Collision  damage  waiver 
(CDW)  virtually  eliminated.  Mandatory  charges  included  in  rate. 

CALIFORNIA  Cost  of  CDW  option  cannot  exceed  $9  a  day.  Manda- 
tory charges  folded  into  advertised  rate. 

NEW  YORK  CDW  option  banned.  Individual's  insurer  must  provide 
coverage  for  rentals  in  U.S.  Mandatory  charges  included  in  rate. 

COLORADO  Passed  law  Apr.  12  requiring  rental  companies  to  tell 
customers  they  may  not  need  CDW.  Optional  CDW  still  permitted. 

FLORIDA  Bill  in  the  House  caps  price  of  CDW  option  at  an  average 
of  $2.40  a  day,  with  very  small  agencies  exempted  from  the  cap. 
Mandatory  charges  included  in  adverdsed  rate. 

DATA  STATE  GOVERNMENTS 


Alamo's  phenomenal  success  in  the  le  i 
sure  market  galls  Hertz's  Olson.  "The 
got  there  through  bait  and  hard  sell,"  II 
says.  Egan's  printable  response:  "Itj 
blatant  hypocrisy.  Hertz  is  only  interes] 
ed  in  this  to  improve  profitability." 

Egan,  who  denies  that  his  agend 
twist  arms  to  sell  CDWs,  says  outlawinj 
the  waiver  would  only  help  Hertz  anl 
Avis  and  hurt  compania 
such  as  Alamo — becausl 
the  smaller  renters  woul 
have  to  raise  their  low  rata 
to  factor  in  losses  on  darJ 
aged  cars.  Higher  rate| 
would  make  it  tougher 
attract  leisure  traveler^ 
who  account  for  a  mucl 
larger  chunk  of  Alamoi 
business  than  they  do  fcj 
Hertz  and  Avis. 

Egan  likes  to  point  oi| 
that  Hertz's  reputatioiij 
with  consumers  is  hardllj 
spotless.  Last  year,  for  el 
ample,  the  company  plead 
ed  guilty  to  overcharginj 
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Nowhere  But  New'fork. 
Nowhere  But  The  Pierre. 


Even  m  a  city  as  remarkable  as 
New  York,  there  is  only  one 
hotel  that  reaches  beyond 
the  standards  of  every  other 
renowned  hotel — because  of 
the  way  it  completely  adapts  to 
you.  That  hotel  is  The  Pierre. 

We  anticipate  your  needs  with 
a  singlemindedness  born  of 
decades  of  tradition.  It's  a  stan- 
dard that  means  no  request  is 
too  small  or  too  large.  That's 
what  a  grand  hotel  is  all  about. 
And  It  means  your  stay  here 
will  leave  you  feeling  The  Pierre 
is  exactly  where  you  belong. 

We  invite  you  to  experience  this 
legendary  feeling  for  yourself 
at  The  Pierre.  Everything  you'd 
expect  from  a  Four  Seasons 
Hotel. 

For  information  and  reserva- 
tions call  212-838-8000, 
or  800-332-3442. 


NEW  YORK 


A  Four  Seasons  Hotel 
Fifth  Avenue  at  61st  Street 
New  York,  NY  10021 
212-838-8000 
Telex:  127426 

one  of  Ihd^eadin^Hotels  of  tbe'WoHd  " 


Wilbur  and  Orville  taught  us  how  to  |av 


In  1903,  Wilbur  and  Orville 
mastered  the  basics  of  aeronautics. 

And  man  took  flight. 

Eighty  years  later,  we  set  out  to 
design  a  totally  new  kind  of  plane. 

A  plane  that  could  carry  up 
to  8  passengers  at  near  jet  speeds. 
In  comfort  and  quiet.  With  far 


greater  fuel  economy 

You  can  see  the  result.  The  new 
Starship  from  Beech  Aircraft,  a 
Raytheon  company 

Take  a  close  look. 

For  all  its  technological 
advancements,  many  of  the 
fundamentals  of  Starship  are  the 
same  as  the  plane  built  by  Wilbur 
and  Orville. 

Which  isn  t  surprising,  coming 
from  Raytheon,  a  company  that 


haven't  forgotten  their  lesson. 


believes  in  fundamentals. 

Raytheon  Company, 
141  Spring  Street,  Lexington, 
MA  02173. 


Raytheon 

I     Where  quality  starts  with  fundamentals 


CO  RUM. 

The  Corum  Gold  Coin  Watch.  An  authentic  $20  American  gold  piece. 
Quartz.  Water-resistant.  18  Karat  gold  bracelet.  Swiss  hand-crafted. 
For  brochure,  send  $2  to  Corum,  Dept.  BW,  650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 


DW  252 


'\fC^^    I^C/  *      separate  charges 

checks,  exchanges  or  redemptions 


Special  Introductory  Offer! 

To  introduce  this  Fund  to  new  investors,  for  a  period  of  time  the  usual 

management  fee  is  being  waived  and  other  operating  expenses 
are  being  absorbed  to  boost  your  effective  high  money  market  return. 


•  Portfolio  of  higher 
yielding  international 
money  market  instruments. 


Low  minimum  investment — only  $2,500. 


For  more  complete  information,  includmg  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  the  toll  free  number.  Read  it  carefully  before  vou 

invest  or  send  monev. 

Call  for  Yield! 
1-800-USA-LION 

K^l^  Askfor  Extension  2109 

JyPreyiUS  worldwide  Dollar 

P.O.  Box  3498,  Camden,  Nj  08101  Moncy  Market  Fund,  Inc. 


148_003 


Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results. 
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customers  and  insurers  for  car  repairs 
Alamo  has  had  its  embarrassments,  too 
Its  over-the-phone  rental  practices  an 
the  subject  of  a  class  action  filed  in  U.  S 
District  Court  in  Philadelphia.  And  th( 
Federal  Trade  Commission  has  negotiat 
.ed  a  consent  decree  with  Alamo  aftei 
charging  that  the  company  was  too  spo 
radic  in  telling  customers  who  reservec 
by  phone  that  they  had  to  pay  a  manda 
tory  fuel  fee. 

Despite  its  action  against  Alamo,  th( 
FTC  strongly  supports  keeping  the  CD\H 
as  an  option.  Their  reasoning:  About  60^ 
of  car  renters  don't  need  to  take  the 
CDW,  since  they  are  already  covered  bj 
their  employers,  their  own  auto  insur 
ance,  or  by  credit  cards  such  as  Ameri 
can  Express.  By  banning  the  CDW  anc 
lumping  the  costs  of  protection  into  the 
rental  rate,  the  FTC  argues,  most  renters 
will  end  up  paying  for  protection  they 
don't  need. 

Plenty  of  legislators,  as  well  as  the 
National  Association  of  Attorneys  Gen- 
eral, disagree  with  the  FTC — and  the  de- 
bate, prodded  along  by  the  car  rental 
companies,  has  been  lively.  In  Illinois 
last  year.  Alamo  hired  lobbyists  costing 
at  least  $350  an  hour  to  make  a  futile 
last-minute  effort  to  halt  a  bill  that  vir- 
tually did  away  with  the  sale  of  CDW 
options.  The  Colorado  legislature  recent- 
ly ended  up  keeping  the  CDW — thanks  to 
heavy  lobbying  by  the  smaller  agencies. 
FEWER  COME-ONS.  The  fiercest  battle  is 
in  Florida,  Alamo's  home  state  and  the 
source  of  lO'f  of  the  rental  market. 
More  than  40  lobbyists,  including  16 
from  Alamo  and  14  from  Hertz,  are 
pressing  their  case  in  Tallahassee.  Some 
sort  of  bill  will  probably  be  passed  be- 
fore June. 

As  legislators  in  Florida  and  other 
states  toil  over  their  bills,  they  will  look 
closely  at  what  has  happened  in  Illinois 
and  New  York,  where  the  CDW  is  for  the 
most  part  gone.  In  Illinois,  Hertz  and 
Budget  Rent  a  Car  Corp.  say  that  since 
the  CDW  was  banned,  they  have  raised 
their  rates  around  8'^.  Weekend  rental 
rates  in  Hertz's  Chicago  locations  have 
gone  up  about  127".  Hertz,  Avis,  and 
Budget  say  they  need  higher  prices  to 
cover  the  costs  of  insurance,  capital  im- 
provements, and  interest  payments. 

The  net  result  of  this  battle  most  like- 
ly will  be  more  explicit  but  less  enticing 
marketing  for  car  rentals.  Already, 
Alamo  is  planning  to  make  its  fuel  fee 
optional.  And  newspaper  ads  for  car 
rentals  are  explaining  extra  costs  more 
clearly  in  bigger  type.  So  in  the  end,  car 
renters  will  probably  find  their  bills  easi- 
er to  figure  out — but  no  cheaper. 

By  Antonio  N.  Fins  in  Miami  and  Chris- 
topher Power  in  New  York,  with  Seth 
Payne  in  Washington  and  bureau  reports 


THE  CORPORATIOf 


Another  successful  merger. 


XDamuiumXDCu& 

A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 
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THE  BIG  SPILL'S 
BIG  CHILL 


The  few  hopes  domestic  drillers  had  left  are  now  nearly  dashed 


What  does  it  take  to  make  a 
profit  in  the  oil  patch  these 
days?  For  driller  Rowan  Cos., 
it  took  a  disaster.  Last  December  the 
company's  300-foot  drilling  rig  sank  into 
the  North  Sea.  It  was  insured  for  the 
replacement  cost  of  a  new  one — and  the 
proceeds  gave  the  Houston  company  its 
first  quarterly  profit  since  1985.  "If 
you're  a  poor  dude  in  the  Gulf  of  Mexico 
with  a  200-foot  rig,  there's  not  a  pray- 
er," says  Rowan  Chairman  C.  R.  Palmer. 

Rowan  is  lucky — it's  still  in  business. 
Four  years  of  plunging  oil  prices  have 
put  the  U.  S.  oil  industry'  on  the  beach, 
and  drillers  and  service  companies  have 
been  hit  hardest.  The  recent  rise  in  oil 
prices,  to  $21  a  barrel,  is  hardly  enough 
to  persuade  oil  companies  to  step  up  ex- 
ploration. As  if  that  wasn't  enough,  the 
oil  spilled  from  the  Exxon  Valdez  threat- 
ens industry  hopes  of  drilling  in  new 
fields,  especially  in  the  coastal  plain  of 
the  Arctic  National  Wildlife  Refuge 

(.\X\VR). 

Before  the  Mar.  24  accident,  which 
gushed  240,000  barrels  of  oil  into  scenic 
Prince  William  Sound,  the  drive  to  open 
the  .ANWR  had  been  gaining  momentum, 
dust  a  week  earlier,  the  Senate  Energy 
Committee  had  approved  an  exploration 
and  drilling  plan.  The  House's  chief  drill- 
ing sponsor  had  intro- 
duced his  ANWR  devel- 
opment bill  just  one  day 
before  the  spill. 

Now,  House  Mer- 
chant Marine  &  Fisher- 
ies Committee  Chair- 
man Walter  B.  Jones 
(D-N.  C.)  has  put  the  bill 
on  the  back  burner. 
Alaska  Republican  Sen- 
ator Frank  H.  Mur- 
kowski,  a  major  sup- 
porter of  oil  develop- 
ment in  the  state,  wants 
the  Interior  Dept.  to 
halt  permits  for  drilling  in  Alaska's  Bris- 
tol Bay.  And,  even  before  the  spill,  envi- 
ronmental pressure  was  mounting  in 
other  areas.  As  a  candidate,  George 
Bush  promised  voters  that  he  would  set 
up  a  Presidential  task  force  to  review 


DRILLING'S  DECLINE 
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drilling  off  California  and  Florida.  "The 
balance  of  power  has  clearly  shifted 
from  energy^  to  the  environment,"  says 
Daniel  Yergin,  president  of  Cambridge 
Energ\-  Research  Associates,  an  indus- 
try consultant. 

Even  before  the  spill,  cheap  oil  was 
reshaping  the  industry  in  the  U.  S.  Wild- 
catters have  gone  the  way  of  $30-a-bar- 
rel  crude.  And  most  of  Big  Oil's  explora- 
tion dollars  are  now  going  to  remote 
areas  far  outside  the  U.  S.,  where  pros- 
pects for  big  discoveries  are  better. 
Stateside,  oil  companies  are  paying  far 
more  attention  to  their  lucrative  refining 
and  chemicals  businesses.  "I  sort  of  feel 
like  I'm  the  poor  side  of  the  family 
now,"  says  Leonard  M.  Rickards,  Phil- 
lips Petroleum  Co.'s  executive  vice-presi- 
dent for  exploration  and  production. 
LOW  TIDE.  Most  drillers  would  agree. 
Only  758  rigs  are  now  operating  in  the 
U.  S.,  down  16%  from  just  a  year  ago. 
Since  1982  the  number  of  dues-paying 
members  in  the  International  Associa- 
tion of  Drilling  Contractors  has  fallen  by 
more  than  half,  to  475.  Meanwhile,  about 
iO'/c  of  the  nation's  20,000  independents 
have  disappeared — including  46  of  62  big 
public  companies. 

The  end  isn't  in  sight.  Abilene,  Tex., 
which  once  played  host  to  300  rigs,  has 
lost  some  36  drillers — 
three  in  the  past  two 
months.  Pyramid  Drill- 
ing Co.  recently  shut 
down  after  10  years  in 
the  business,  idling  all 
six  of  its  money-losing 
rigs.  Only  seven  drillers 
remain,  and  they  are 
barely  hanging  on  with 
just  50  rigs.  "Drilling  in 
North  America  is  at  the 
lowest  level  since  we 
started  counting  rigs," 
notes  Theodore  R.  Eck, 
chief  economist  for 
Amoco  Corp.  (chart). 

Not  coincidentally,  companies — and  re- 
serves— are  changing  hands  at  a  furious 
pace.  According  to  First  Boston  Corp., 
there  were  84  deals  last  year,  valued  at 
$32  billion.  Up  sixfold  from  1987,  the 


OIL  RIGS 
OPERATING 
IN  THE  U.S. 


EST 


AUCTIONING  EQUIPMENT  IN  ODESS 
TEX.:  DRILLERS  AND  RIG  BUILDERS 
ABANDONED  THE  INDUSTRY  IN  DR< 


turnover  was  led  by  the  $7  billion  sale  c 
Tenneco  Inc.'s  gas  and  oil  properties.  I  :iLo 
the  same  time  the  industry  spent  ju: 
$29  billion  on  domestic  oil  and  gas  expL 
ration,  replacing  only  539c  of  their  pr 
duction,  according  to  Energy  Perfo 
mance  Review,  an  industry  researc 
company. 

Financing  for  oil  and  gas  drilling 
drying  up,  too.  Investments  in  oil  an  : 
gas  partnerships  peaked  in  1982,  whe 
public  ofi'erings  raised  $2.1  billion,  a 
cording  to  Robert  A.  Stanger  &  0 
Then  came  the  plunge.  Last  year  publ 
investment  was  down  to  a  mere  $89  mi 
lion— just  49^  of  the  1982  high.  "Wh*ioy, 
we  have,"  says  George  Caspar,  fir! 
vice-president  of  Robert  W.  Baird  &  Co  --.v 
"is  a  massive  reshufl^ing  of  the  deck." 

Dallas-based  Sabine  Corp.  is  a  goo 
example.  Once  an  industry  star,  it  ci 
expenses,  sold  assets,  and  reorganize<  :>:vr" 
paring  losses  by  two-thirds,  to  $7.5  m; 
lion  on  1987  sales  of  $68  million.  Despit 
that — and  rich  gas  reserves — its  stoc 
languished  at  12.  When  a  raider  cam 
after  it,  Sabine  found  a  white  knight  i 
Pacific  Resources  Inc.  at  $24  a  share,  q 
$230  million.  Thus  ended  Sabine's  5 
years  of  independence. 

In  Houston,  Transco  Exploration  Co 
a  five-year-old  limited  partnership  owne 
by  Transco  Energy  Co.,  is  being  liquida 
ed.  At  today's  gas  prices,  it  can't  affor 
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[  ay  dhidends  and  still  explore.  Says 
hn  H.  Lollar,  president  of  Transco  Ex- 
jration:  "The  market's  a  disaster." 
Left  with  scant  funds  and  fewer  pres- 
ets, the  handful  of  drillers  and  service 
mpanies  that  can  afford  to  are  follow- 
l  the  majors  overseas  to  North  Ye- 
jn,  Colombia,  Brazil,  Malaysia,  and  In- 
i,  where  finding  costs  are  lower  and 
^  incentives  are  offered.  "We  wish  we 
In't  even  have  U.  S.  operations,"  says 
)bert  L.  Parker  Jr.,  chief  operating  of- 
er  of  Tulsa-based  Parker  Drilling  Co., 
10  notes  that  more  than  65%  of  the 
mpany's  business  is  now  overseas. 
•:rd  movements.  Both  at  home  and 
road,  companies  are  becoming  more 
lective  about  where  they  drill.  That's 
e  reason  costs  are  coming  down  and 
vver  attempts  are  coming  up  dry.  At 
lillips  Petroleum,  for  example,  the 
.mber  of  drj'  holes  dropped  to  45%  last 
ar  from  their  long-term  average  of 
''.  And  Texaco  Inc.  reports  that  its 
erall  finding  costs  have  declined  from 
.06  a  barrel  in  1986  to  $3.33  last  year. 
Robert  Mosbacher  Jr.,  president  of 
3sbacher  Energy  Co.,  notes  that  his 
mpany  is  "only  drilling  high-grade 
ospects — nothing  else."  In  1982,  Mos- 
cher  had  five  rigs  in  the  expensive-to- 
ill  Rocky  Mountain  area.  Now  the 
mpany  has  none.  "The  whole  herd's 
illed  out  of  the  Rockies,"  says  Mos- 


bacher, the  son  of  the  new  Commerce 
Secretary. 

Oil  is  getting  scarce  in  the  U.  S.  With 
the  exception  of  Alaska,  the  U.  S.  is  the 
most  mature  oil-producing  area  in  the 
world.  Gas  is  another  story,  however.  At 
an  Arthur  Andersen  &  Co.  energy  con- 
ference last  December,  82%  of  the  oil 
industry  executives  polled  saw  potential 
for  major  new  reserves  of  natural  gas 
within  the  U.  S.  They  also  noted  that 
concern  for  the  environment  would  have 
a  significant  impact  on  gas  demand 
through  the  end  of  the  century. 

Even  so,  that's  little  solace  for  drill- 
ers. While  many  industry  analysts  be- 
lieve that  the  so-called  bubble  of  surplus 
gas  is  shrinking,  their  predictions  that 
gas  prices  would  rise  in  the  past  heating 
season  from  the  then-current  $1.60  per 
thousand  cubic  feet  (Mcf)  to  $2.50  or  S3 
came  to  naught.  Blame  cheap  oil,  which 
sparked  a  wave  of  industrial  switching 
from  gas  to  residual  oil,  and  unseason- 
ably warm  weather.  With  gas  prices 
bumping  along  at  just  $1.60  per  Mcf, 
"it's  just  not  economical  to  explore  for 
gas  today,"  says  T.  Boone  Pickens  Jr., 
chairman  of  Mesa  Limited  Partnership. 

Banking  on  higher  prices,  companies 
have  been  snapping  up  gas  reserves. 
Pickens  has  bought  $1.7  billion  worth  of 
gas  properties  since  1986,  while  Amoco, 
BP  America,  and  Chevron  have  all  been 


making  significant  gas  acquisitions.  Last 
year,  Amoco  spent  nearly  $5  billion  to 
acquire  Dome  Petroleum  and  some  of 
Tenneco's  gas  reserves. 

Apart  from  gas,  producers  see  Alaska 
as  their  only  hope  for  significant  domes- 
tic growth.  Since  the  discovery  of  Prud- 
hoe  Bay  in  1968,  companies  have  spent 
billions  searching  for  another  "elephant 
field."  Shell  Oil  Co.,  for  one,  has  spent 
>Ti\  million  to  obtain  165  drilling  tracts 
m  the  Chukchi  Sea,  a  frontier  field 
northwest  of  Alaska  that  is  believed  to 
hold  2  billion  barrels.  Shell  hopes  to  drill 
two  holes  this  year.  The  real  plum,  how- 
ever, is  the  ANWR,  which  is  estimated  to 
contain  up  to  3.2  billion  barrels.  But  en- 
vironmental concerns,  heightened  by  the 
Exxon  spill,  have  put  that  off  limits. 
Congress  may  not  even  take  up  the  is- 
sue again  until  next  year. 
SPOT  SHORTAGES.  If  either  the  ANWR 
opens  up  or  natural  gas  demand  rises, 
drillers  could  find  some  work.  In  fact,  if 
gas  sales  do  take  off,  producing  enough 
of  the  stuff  could  quickly  become  a 
problem.  As  the  bubble  shrinks,  "deliver- 
ability  is  falling  like  a  rock,"  says  for- 
mer Energy  chief  John  Sawhill,  who 
now  directs  the  energy  practice  at 
McKinsey  &  Co.  "For  a  while  we  can 
increase  gas  production  without  drill- 
ing," says  Amoco's  Eck.  "But  there's  no 
question  we've  got  to  do  more  drilling." 

The  question  is,  will  enough  of  an  in- 
dustry be  left  to  do  the  job?  Hundreds 
of  service  and  producing  companies  have 
bitten  the  dust,  and  qualified  engineers 
and  oil-field  workers  have  slipped  away 
to  other  businesses.  A  survey  by  the 
Dallas-based  Society  of  Petroleum  Engi- 
neers shows  that  only  1,900  students  are 
enrolled  in  petroleum  engineering  pro- 
grams, down  80%  from  1983. 

Even  with  the  minimal  drilling  now 
going  on,  the  industry  is  facing  spot 
shortages  of  equipment  and  people. 
With  companies  stripping  drill  pipe  from 
inactive  rigs  to  avoid  buying  new  sup- 
plies, many  pipe  manufacturers  have 
closed  up  shop,  leaving  buyers  with  a  60- 
day  wait  for  new  pipe.  As  a  result,  says 
Texaco's  CEO  James  W.  Kinnear:  "It 
would  be  difl[icult  to  ever  get  drilling 
activity  back  to  where  it  was  in  1981." 

The  days  of  cheap  oil  may  one  day 
end,  leaving  the  country  with  an  enor- 
mous price  tag.  Oil  imports,  now  nearly 
equal  to  U.  S.  production,  already  con- 
tribute 27%  of  the  trade  deficit.  That 
growing  tide  of  imports  could  revive  the 
concerns  about  energy  security  preva- 
lent during  the  1970s.  But  don't  expect  a 
groundswell  of  support  from  oilmen 
when  the  day  of  reckoning  comes.  Most 
will  have  gone  the  way  of  Rowan's  rig. 

By  Todd  Vogel  and  Mark  Ivey  in  Hous- 
ton and  Mimi  Bluestone  in  New  York 
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TEST  BEPORTSi 


If  you  happened  to  catch  the  January  1975  issue 
of  Popular  Electronics,  you  were  one  of  the  lucky  few 
to  witness  the  debut  of  the  personal  computer 

Impossible  as  it 
seems,  a  magazine 
with  less  than  10% 
the  readership  of  Time 
ox  Newsweek  launched 
a  technology  race 
roughly  parallel  to  that 
of  the  space  program. 

It  also  launched  a 
company  that  quick- 
ly took  center  stage 
in  the  exciting  new 
world  of  personal  com- 
puting. The  company 
was  Microsoft,  and  the 
tenet  upon  which  it  was  founded  was  a  simple  one. 
To  see  a  computer  on  every  desk  and  in  every  home. 

The  first  order  of  business  was  to  create  not 
just  products,  but  standards.  Microsoft"  BASIC 
became  the  first  universal  programming  language 
for  the  personal  computer  Next  came  MS-DOS, 
the  PC  operating  system  developed  by  us  and 
chosen  by  IBM  for  its  first  PCs.  Today  20  mil- 
lion machines  run  on  it,  and  so  does  a  billion- 
dollar  software  industry  ^ 
And  when  the  Macintosh^  was  being  ere- 
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■  The  world  wasn't  waiting.  We  were. 
The  PC  makes  its  debut. 


ated,  we  were  there.  That  early  participation  allowed 
us  to  write  its  richest  and  most  important  software. 

As  we  were  contributing  to  the  Mac';  we  were 
also  developing  graphics  technology  for  IBM®  PCs 
and  compatibles. 

Result:  The  1985  introduction  of  Microsoft® 
Windows— the  simple  desktop  graphical  environ- 
ment that  will  ultimately  replace  the  cold  theater  of 
character-based  computing. 

With  the  arrival  of  MS*  OS/2,  the  bold  new  oper- 
ating system  we  developed  jointly  with  IBM,  the 
Windows  technology  (called  Presentation  Manager) 
gets  even  more  exciting.  Opening  up  mega-amounts 
of  power  and  memory 

Clearly  the  advanced  productivity  springing 
from  todays  personal  computer  is  the  direct  result  of 
our  continued  commitment  to  superior  technology 
But  still,  that's  only  half  the  story 


MS-DOS  with 
Windows,  Macintosh, 
or  MS  OS/2. 
Three  ways  to  go. 
( hie  driver:  Microsoft. 
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No  matter  how  sophisticated  the  technology  The  new  generation  PCs  can  unlock  even  more 

t  won't  fully  make  an  impact  unless  it  is  practical,      of  their  potential  by  running  OS/2  with  Presenta- 


iseful  and,  above  all,  easy 
Unless  it  makes  sense. 
That's  why  whether  you're 
ising  a  Microsoft  application 
»n  a  Mac,  an  MS-DOS  or  even 
m  OS/2  machine,  it  will  have 
I  comforting  familiarity 
because  today's  computers 
hare  a  common  software 
^ardian.  Microsoft. 

Our  graphical  interface  for 
he  IBM  PC  and  its  compat- 


tion  Manager  It  lets  users 
easily  switch  between  pro- 
grams almost  instantly  And 
with  Microsoft^' OS/2  LAN 
Manager,  an  entire  workgroup 
can  work  together  on  an  un- 
limited number  of  tasks. 

Finally  all  Microsoft  appli- 
cations work  in  a  common  way 
—so  when  you  learn  one, 
you've  learned  them  all. 
Which  drastically  cuts 


The  graphical  interface.  Easier  to  learn,  use.  And  see. 

bles  lets  every  PC  screen  think  in  pictures  instead    training  time.  And  expense.  When  you  think  about  it. 


)f  words,  thanks  to  Microsoft*  Windows.  This 
echnology  opened  the  door  to  desktop  publishing 
and  presentation  software. 

Thanks  to  Microsoft'  Excel, 
the  spreadsheet  world  is  now 
faced  with  a  critical  decision:  to 
move  to  this  new  program  and 
therefore  to  the  emerging  graphi- 
cal standard.  Or  to  stay  back  with 
-in  character-based  spreadsheets 
1}  .  and  ignore  the  inevitable.  In 
unprecedented  numbers, 
^'^^"^'"'^V^  \  corporate  America  is 


rapidly  moving  to  Excel. 


the  goal  Microsoft  set  in  1975  to  see  a  computer  on 
every  desk  and  in  every  home 
seems  close  at  hand. 

Because,  at  Microsoft, 
our  fierce  pursuit  of  tech- 
nology comes  with  a  prom- 
ise to  keep.  ^,  ,  ,  u  , 

TV  ,  ,  •  1  Now  point  am  click  replaces 

Makmg  it  all  make  sense.  hunt  and  peck. 

For  the  first  in  a  series  of  articles  detailing  Bill  Gates' perspectives  on  personal 
computing  into  the  1990s,  call  Microsoft  at  (800)  323-3577.  Dept.  ]33. 
In  Canada,  call  (416)  673-9811.  outside  North  America.  (206)  882-8661. 

Mkmsoft 

Making  it  all  make  sense: 


al  Business  Machines  Corporation  Macintosh  and  Mac  are  registered  trademarks  of  Apple  Computer.  Inc  Micro^rafx  Designer  is  a  product  of  Micrografx.  Inc  and  OPUS  I  is  a  product  of  Roykore  Software.  Inc 
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METALS  I 


HAS  ALUMINUM  CLIMBED 
OFF  ITS  ROLLER  COASTER? 


This  time,  frantic  expansion  may  not  bring  a  price  collapse 


Pavlov  never  studied  the  aluminum 
industry,  but  maybe  he  should 
have.  For  decades,  when  sales  got 
hot,  the  Industrie's  response  was  auto- 
matic: Pile  on  new  capacity.  Before  long, 
supplies  stacked  up.  Then  prices 
crashed — until  the  next  recovery  started 
the  process  over  again. 

Now  that  the  industry  is  riding  the 
strongest  market  in  a  decade,  what's 
happening?  A  building 
spree,  of  course.  Reynolds 
Metals,  Amax  subsidiary 
Alumax,  and  Canada's  Al- 
can  are  constructing  huge 
new  smelters  in  Quebec. 
And  Aluminum  Co.  of 
America  may  add  capacity- 
in  Venezuela.  For  North 
American  producers,  it's 
the  largest  planned  expan- 
sion in  a  decade  for  plants 
that  extract  aluminum  ox- 
ide, or  alumina,  from  baux- 
ite ore  and  smelt  it  into  in- 
got, from  which  finished 
products  are  made. 

So  what's  new"?  Maybe 
this  time  the  industrj^  isn't  making  the 
same  old  mistake.  Five  years  ago,  amid 
warnings  that  aluminum  was  a  sunset 
metal,  U.  S.  producers  closed  1.2  million 
tons  of  high-cost  smelting  capacity — 27/f 
of  their  total.  Then  they  spent  S4.5  bil- 
lion on  new  plants  and  equipment  for 
making  more-profitable  fabricated  prod- 
ucts such  as  packaging  foil  and  sheet 
for  cans. 
Whether  by  luck 
foresight,  the 


Reynolds,  and  Alcan  rose  6'B7<^  in  the 
first  quarter.  And  ingot's  price  is  hold- 
ing at  a  lucrative  96?  a  pound.  Smelters 
worldwide  are  running  at  BS'^f  of  capaci- 
ty, and  until  plants  open  in  the  early 
1990s,  says  William  0.  Bourke,  chairman 
of  Reynolds  Metals  Co.,  "we'll  be  gun- 
ning our  equipment  to  the  outer  edge  of 
performance  just  to  meet  demand." 
A  worldwide  recession  would  dull  alu- 


or 

strategy  worked. 
When  the  dollar 
dropped,  aluminum 
exports  shot  up: 
Last  year  thev  were 
10%  of  totaf  U.  S. 
shipments  of  17.1  bil- 
lion pounds,  up  from 
6%  in  1986.  The  ma- 
jor producers'  return 
on  common  equity 
leaped  to  29.5%. 

This  year  the 
surge  hasn't  slowed. 
Profits    at  Alcoa. 


minum's  prospects,  of  course.  But  do- 
mestic producers  don't  see  signs  of  one 
yet.  Their  order  books  are  full  in  the 
U.  S.,  where  one-third  of  the  world's  alu- 
minum is  sold.  Shipments  to  the  $4.5 
billion  domestic  beverage  can  market, 
which  normally  is  recession-resistant, 
are  growing  6%  annually — double  the 
forecast  of  two  years  ago.  Commercial 
plane  makers,  who  use  special  aluminum 
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A  CENTS  PER  POUND  LAST  DAY  OF  QUARTER    A  MILLIONS  Of  POUNDS  A  MILLIONS  Of  DOLURS 

■REFIHTED  HEDGE  BUYING  IN  ADVAHa  OF  U80R  NEGOTIAHOHS  DATA;  Uc6m-Hia  UClAiS  WEIK.  COMMERa  OEPT  BW,  COMPANY  REPORTS 


alloys  that  carrj-  20'~f  pretax  margin 
have  backlogs  stretching  to  1995.  Tt 
biggest  question  mark  is  the  U.  S.  aul 
industrv.  Car  sales  in  the  first  quarts 
were  off  10.8'"^. 

But  aluminum  even  has  a  hedg 
.  against  that.  Over  the  past  five  year 
the  metal  has  grabbed  a  third  of  th 
domestic  auto-wheel  market  from  stee 
By  1992,  aluminum  makers  expect  th 
use  of  theii-  product  in  the  average  U.  i 
car  to  grow  by  25^'^,  to  200  pounds.  B 
then  some  foreign  cars  may  contain  u 
to  400  pounds  of  the  metal.  Ferrari  an 
Jaguar  have  designed  protot^^pe  sport 
cars  with  aluminum  frames  for  bettt 
fuel  economy.  And  Honda  Motor  Co.  ha 
an  aluminum-intensive  car  scheduled  fc 
limited  production  in  1991. 
QUALITY  COUP.  Indeed,  much  of  the  nei 
demand  is  from  foreign  markets.  Reyi 
olds'  Bourke  thinks  U.  S.  aluminui 
exports  will  rise  i2^<  to  1.9  billio 
pounds  this  year.  In  198^ 
half  of  those  exports  wer 
primary  metal,  as  ingot 
called.  But  higher-margi 
semifabricated  export 
were  up  a  third.  Strong  dt 
mand  and  the  weak  dolla 
were  the  main  reasons,  bu 
better  product  qualit\- 
also  winning  sales  for  U.  S 
producers. 

Even  the  picky  Japanesi 
are  buying.  In  the  earl; 
1980s,  thanks  to  the  cheaj 
yen,  they  snatched  lO'-i  o 
the  U.  S.  aluminum  cai 
sheet  market  with  less  ex 
pensive,  superior-quality 
products.  But  the  tables  have  turned 
Smelters  use  huge  amounts  of  energy 
By  the  mid-1980s  it  had  become  unprofit 
able  for  Japanese  producers  to  compet* 
with  cheap-energy  smelters  in  Canadf 
and  South  America,  and  the  Japanese 
had  closed  most  of  their  1.6  million  toni 
of  capacity.  Then  aluminum  use  in  Japai 
took  off,  as  demand  for  cans  starte( 
growing  by  25*^^  a  year.  In  1988  the  Jap 
anese  began  import 
ing  sheet  from  Al" 
coa,  which  controls ' 
43'7.  of  the  U.  S.  mar 
ket.  Alcoa  now  lands 
can  sheet  in  Japar 
for  about  SI. 23  e 
pound,  5^f  less  thar 
it  costs  the  Japanesf 
to  make  it,  and  has 
just  under  10%  of 
the  Japanese  car 
sheet  market. 

This  may  be  just_ 
the  beginning.  "The 
market  has  exploded 
for  aluminum  cans  inl 
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Achieve  Personal 


With  the  one  and  only  Canon  FAXPHONE.'"  It  otters 
outstanding  functional  excellence  in  personal  fax. 

And  no  wonder  Canon,  maker  of  America's  #1  Personal 
Copiers,  has  designed  personal  facsimile  especially  for  the 
needs  of  small  business.  And  to  make  sure  your  needs  are 
answered  perfectly,  Canon  FAXPHONEs  are  available  in  a 
choice  of  models.  From  the  most  basic.  To  the  one  that's  a 
whole  business  communications  center 

We've  also  just  introduced  a  brand  new  model,  the 
FAXPHONE  15,  which  adds  advanced  business  phone  features 
to  basic  fax. 

Every  one  of  these  FAXPHONEs  is  simple,  reliable  — 
even  enjoyable  —  to  use.  And  can  help 
enhance  your  productivity  to  the  maximum. 

Personal  excellence  in  fax.  Well,        r"  A  W  r^l  I  Kir" 
what  else  would  you  expect  from  Canon  r'      |/\/\|  H  vJIn  t 


Canon 


\  \\'^\  \    FAXPHONE  25 


If  business  wants 
tDsharetheopportunities 
of  a  changing  worid, 


The  globalization  of  trade  and 
finance.  Shifting  competitive 
and  political  relationships. 

Accelerating  technological 
innovation  and  information 
transfer 

It  all  means  more  opportunity: 
And  more  risk. 

This  is  where  insurance  steps  in  to  do 
what  it  has  always  done  for  societ\':  control 
risk  by  limiting  its  consequences.  In  doing  so, 
insurance  unleashes  the  power  of  business 
to  innwate  and  grow  and  frees  individuals 
from  the  speaer  of  losses  they  could  not  bear 
alone. 

Yet  insurance  remains  complex  and  a 
mystery  to  many  The  most  common  misper- 
ception  is  that  it  is  an  absorber  of  losses-an 
unlimited  treasury  that  can  pay  for  all  the  ills 
that  befall  individuals  and  society  in  general. 
Not  true.  Insurance  cannot  and  does  not  work 
that  WcW 

What  Is  Insurance? 

What,  then,  is  insurance  and  how  does  it  work? 
Reduced  to  its  essentials,  insurance  can  be 


ante 


!(M 

.iKitte 

lorsoui 


expressed  in  one  basic  conceptlne' 
risk  sharing. 

Insurance  permits  tlie  risk 
borne  by  a  single  business, 
institution  or  individual  to  be  d|iiioi 
tributed  across  a  large  universe 
of  policvliolders.  This  process  i: 
activated  through  the  payment 
of  premiums,  which  are  aggregated  by  an 
insurance  company  to  pay  the  losses  sustained 
by  tlie  policyholders,  lls  well  as  the  expense  of 
administering  tlie  risk-sharing  process. 

This  direa,  inexorable  relationship  between 
premiums  and  claims  is  the  foundation  of 
risk  sharing-and  insurance.  It  means  many 
policyholders  can  pay  relatively  small  amounts 
so  no  one  suffers  a  devastating  loss.  But  it  also 
means  that  whatever  forces  affea  claims  must 
also  affea  premiums. 

It  then  follows  tliat  if  claims  are  excessive, 
premiums  must  inevitably  increase.  Other- 
wise, premiums  will  not  be  sufficient  to  cover 
future  losses  and  tlie  risk-sharing  process  will 
be  thrown  out  of  balance. 


Its  true  that  insurers  generate  investment 


^3 


there  must  be 
awaytosharethe 
inevitable  risks. 


come  from  the  premiums 
ey  coUea,  but  the  uncertain- 
is  of  the  financial  markets 
lean  that  you  cannot  count  on 
at  income  to  offset  underwrit- 
g  losses. 

Another  economic  truth:  If 
ctors  outside  the  risk-sharing 
I  locess  change  the  rules  governing  the  pay- 
kient  of  losses,  the  impaa  subsequently  will 
12  refleaed  in  policy-holder  costs.  When,  for 
(ample,  the  courts  expand  tlie  concept  of 
ability  and  juries  award  damages  that  exceed 
le  extent  of  the  injuries  sustained,  the  result 
higher  premiums. 

In  the  same  vein,  when  any  faaor-inflation, 
jblic  policy  the  civil  justice  system-makes  it 
npossible  to  accurately  predia 
aims  losses,  the  risk-sharing 
inaion  is  impaired.  Risks  can 
e  shared  only  when  you  can 
itegorize  them,  reasonably 
redia  their  frequency  and 
^^verity  and  then  set  rates  that 
re  adequate  to  pay  for  the 


American  Inter n.'itional  Group  is  the 
largest  underw  riter  of  commercial  and 
industrial  insurance  in  America  and  the 
leading  US  -based  international  insurer. 
The  nature  ot'our  basiness  means  we 
cfcal  CN-er)'  day  with  issues  affecting  the 
future  of  AiTierican  and  world  society: 
W  have  established  this  &)rum  to  focus 
attention  on  the 
importance  of 
addressing 
these  issues. 


projecled  losses. 
The  Power  of  Insurance 

Risk  sharing,  in  short,  gives 
insurance  the  power  to  support 
progress  aaoss  tlie  entire  spec- 
trum of  economic,  social  and 
human  endeavor  Consequently 
insurance  should  not  be  viewed 
as  an  absorber  of  losses-as  a  treasury  tliat  can 
be  tapped  endlessly  with  no  further  con- 
sequences. Someone  must  always  pay  When 
claims  rise,  so  must  premiums. 

This  reality  takes  on  added  significance  in 
todays  global  environment.  As  tlie  velocity  of 
events  accelerates,  we  must  have  an  efficient 
mechanism  to  deal  with  die  uncertainties  that 
always  accompany  change  and  opportunity 

Insurance  based  on  risk  sharing 
answers  that  imperative. 

We  are  interested  in  your 
thoughts.  Please  direa  them  to: 
M.R  Greenberg,  President  and 
Chief  Executive  Officer,  Ameri- 
can International  Group,  Inc.,  70 
Pine  St.,  NX  NY  10270. 
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Pitich  15  ^ar  Old.  Aged  Tb  Perfection. 
Hand  Blended  By  The  Oldest  Distillers  Of  Scotcl 
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;  whole  Pacific  Rim,"  says  Ronald  R. 
)ffman,  group  vice-president  for  pack- 
ing at  Alcoa,  which  got  25%  of  its  $9.7 
lion  in  revenues  last  year  from  can 
jet  sales.  He  thinks  that  by  1991  the 
iminum  can  market  abroad  could 
3w  by  25%,  to  80  billion  cans.  And  that 
ly  be  conservative.  China  already  has 
le  can  lines  to  support  its  expanding 
9r  export  business.  In  aluminum  use, 
le  rest  of  the  world  is  where  the  U.  S. 
cS  15  years  ago,"  says  J.  Clarence 
)rrison,  of  Dean  Witter  Reynolds  Inc. 
OPPING  SPREE.  That  has  U.  S.  produc- 
;  expanding  overseas,  notably  in  Eu- 
je  in  anticipation  of  1992's  open  mar- 
t.  Alumax  Inc.,  a  leader  in  finished 
;hitectural  aluminum  products,  may 
3nd  $100  million  in  the  next  two  years 
buy  facilities  to  add  to  its  current 
se  of  10  plants  there.  Reynolds  is  add- 
f  fabricating  capacity  in  Spain  and  ex- 
2ts  to  double  its  $620  million  annual 
es  throughout  Europe  by  1992. 
Despite  their  good  fortune,  U.  S.  pro- 
cers  are  trying  to  avoid  getting  star- 
eyed.  Shipments  to  construction  mar- 


American  producers  are 
gearing  up  for  an  overseas 
aluminum  can  market  that 

could  grow  25%  by  1991 


ts — some  19%  of  aluminum's  normal 
S.  business— slowed  9%  in  1988.  And 
iminum  makers  are  watching  auto 
es.  Still,  the  industry  is  reasonably 
•11  prepared  to  withstand  a  recession, 
ice  1984,  producers  have  lowered  man- 
icturing  costs  for  ingot  by  25%,  to 
out  50(t  a  pound.  Thus  even  if  overall 
ipments  dropped  by  15%  and  ingot's 
.ce  fell  to  75(t  a  pound,  the  earnings  of 
3  three  top  U.  S.  aluminum  companies 
aid  exceed  1987's  $563  million,  says 
illiam  G.  Siedenburg,  an  analyst  at 
lith  Barney,  Harris  Upham  &  Co. 
Ironically,  the  industry's  biggest  fear 
that  tight  supplies  will  push  prices  too 
^h.  At  96$  a  pound  for  ingot,  says 
ter  W.  Merner,  president  of  broker/ 
aler  Merner  Research,  some  users 
ly  switch  to  cheaper  materials. 
Right  now,  however,  demand  is  stay- 
5  in  balance  with  supplies.  That  means 
it  the  threat  of  "big  [price]  swings 
s  been  removed"  for  the  immediate 
ture,  says  Reynolds'  Bourke.  The  re- 
It  may  be  slower  profit  growth.  But 
aminum  makers  will  take  stability  any 
ae  over  the  volatility  that  has  buffeted 
em  in  the  past. 

By  Michael  Schroeder  in  Pittsburgh 
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NOW  REACH  ALL  OF 
AMERICAS  STOCK  MARKETS 


Vanguard  Extended  Market 
Portfolio  offers  you  a  way 
to  capture  the  performance  of 
medium-  and  small-sized  compa- 
nies as  tracked  by  the  Wilshire  4500. 

This  Portfolio  complements 
the  original  Vanguard  Index  Trust 
500  Portfolio,  which  tracks  the 
S&P  500.  Owning  shares  in  both 
Portfolios,  appropriately  weighted, 
enables  investors  to  participate  in 
the  total  U.S.  stock  market  universe. 

With  index  investing,  you  bene- 
fit from  broad  diversification,  low 
costs  and  performance  that's  pre- 
dictable relative  to  the  index.  The 
minimum  investment  per  Portfolio 
is  $3,000,  or  $500  for  IRAs. 

Vanguard  Index  Trust  is  neither  sponsored 
by,  nor  affiliated  with,  Standard  &  Poor's 
Corporation  or  Wilshire  Associates. 
S&P  500  and  Wilshire  4500  are  unmanaged 
indices. 


Call  1-800'662'SHIP 

24  Hours,  7  Days  for  our  Index 
Investing  Information  Kit 

'"please  send  me  a  free  Vanguard  Index  ~] 
Investing  Information  Kit.  I  under- 
stand the  Kit  contains  a  Vanguard  Index 
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on  advisory  fees,  distribution  charges 
and  other  expenses  which  I  will  read 
carefully  before  I  invest  or  send  money. 
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□  IRA  (71)  □SEP-IRA(08). 
Vanguard  Index  Trust 
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Commentary/by  Karen  Pennar 

WHY  ISN'T  THE  WEALTH  TRICKLING  DOWN? 


Ye  have  the  poor  always  with  you. 

—Matthew  26:11 

They  may  indeed  always  be  with 
us.  But  must  there  be  so  many? 
Today,  six  and  a  half  years  into 
the  longest  peacetime  economic  expan- 
sion, it's  an  especially  wrenching  ques- 
tion. Economic  growth  and  the  employ- 
ment it  brings  have  always  been  criti- 
cal to  lifting  people  out  of  poverty.  Yet 
the  current  expansion  has  nudged  the 
poverty  rate  down  ever  so  haltingly.  It 
remains  well  above  the  historic  low  of 
1973,  when  only  11.1%  of  the  popula- 
tion was  counted  as  poor.  A  quarter  of 
a  century  after  Lyndon  Baines  Johnson 
declared  it,  the  War  on  Poverty  is  at  a 
stalemate. 

Approximately  30  million  people,  or 
about  13%  of  the  population,  will  prob- 
ably be  counted  among  the  poor  when 
the  Census  Bureau  releases  its  1988 
data  later  this  year.  That's  a  relatively 
optimistic  projection.  In  1987,  32.5  mil- 
lion Americans,  or  13.5%  of  the  popula- 
tion, were  living  in  poverty.  (The  pover- 
ty threshold  was  defined  as  income  of 
$11,611  for  a  family  of  four.)  That  year 
was  one  of  strong  growth:  Real  gross 
national  product  climbed  3.4%,  and  the 
unemployment  rate  fell  to  6.2%",  from 
7%  in  1986.  Yet  the  poverty  rate 
dropped  by  a  mere  tenth  of  a  percent- 
age point.  Why  are  these  gains  so  pid- 
dling, while  in  the  1960s,  during  the 
early  years  of  the  battle,  the  ranks  of 
the  poor  were  halved? 

The  evisceration  of  antipoverty  and 
job-training  programs  during  the  Rea- 
gan Administration  surely  has  made  a 
difference.  But  to  economists  who 
count  on  growth  to  put  a  dent  in  pover- 
ty, that  doesn't  explain  the  slow  prog- 
ress of  the  1980s.  Two  other  factors 
better  explain  the  difference  between 
the  1980s  and  the  1960s:  First,  the  na- 
ture of  growth  in  this  decade  is  very 
different  from  what  it  was  when  the 
War  on  Poverty  was  launched.  Second, 
the  nature  of  the  poor  themselves  has 
changed. 

NO  HOSANNAS.  By  now  vital  statistics 
on  the  economy's  performance  in  the 
1980s  should  be  familiar:  Some  17  mil- 
lion new  jobs  have  been  created,  and 
unemployment  is  at  a  IS-year  low  of 
5%'.  But  the  hosannas  you've  heard  are 
misplaced.  Compared  with  the  1960s, 


the  economy's  performance  is  hardly 
so  stellar.  The  unemployment  rate  fell 
from  6.7%  in  1961  to  3.5%  in  1969.  With 
a  much  smaller  population,  more  than 
12  million  jobs  were  created.  And 
growth  in  real  output  averaged  4.5% 
per  year,  compared  with  3.2%  per  year 
in  the  1980s. 

The  gains  in  productivity  and  real 
wages  were  even  more  important,  ob- 
serves Nobel  laureate  James  Tobin  of 
Yale  University.  Moving  in  lockstep, 
they  helped  pull  millions  of  people  out 
of  the  ranks  of  the  impoverished.  In 

*    THE  POVERTY  RATE 
IS  STUCK  ON  A  PLATEAU 
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the  1960s  output  per  hour  in  the  non- 
farm  business  sector  grew  at  a  2.6% 
annual  rate,  as  did  real  compensation 
per  hour.  In  the  1970s  both  productivi- 
ty and  real  wage  growth  slid,  and  now 
the  numbers  are  still  worse.  In  the 
1980s  output  per  hour  has  crept  up  at  a 
1%'  annual  rate,  while  real  compensa- 
tion per  hour  has  inched  up  a  mere 
0.4%  per  year.  No  single  set  of  statis- 
tics better  demonstrates  the  gauzy 
quality  of  growth  in  the  1980s.  More 
people  work  more  jobs  because  they 
have  to.  "Stagnation  in  wages  is  re- 


Some  of  the  gains  of  the 
1980s  are  illusory — and 
there  are  more  hard-core 
poor  who  are  harder  to  help 


sponsible  for  employment  growth,' 
says  Lawrence  H.  Summers,  an  econo 
mist  at  Harvard  University.  A  "quie 
depression  in  living  standards"  is  pn 
venting  further  gains  against  poverty 
This,  then,  is  the  underside  of  th 
current  expansion.  Yet  even  if  growt" 
were  stronger,  productivity  gains  mor 
robust,  and  real  income  gains  healthi 
er,  something  else  has  changed  sine 
the  1960s.  Today,  many  experts  ar 
convinced,  there  is  a  larger  group  o 
the  chronic,  hard-core  poor — a  grou 
that  is  almost  certain  to  remain  un 
touched  by  any  changes  in  macroeco 
nomic  policy. 

TOUGH  NEIGHBORHOODS.  Working  wit 
1980  census  data,  the  Urban  Institut 
in  Washington  estimates  that  88 
neighborhoods  around  the  countr 
have  a  high  incidence  of  "dysfunction 
al"  behavior,  from  high  dropout  rates 
to  teenage  pregnancy  to  welfare  de- 
pendency. Although  only  1  million  of 
the  residents  of  those  neighborhoods 
were  officially  classified  as  poor  in 
1980,  approximately  2.5  million  people 
lived  in  the  neighborhoods,  and  "all  of 
them  were  at  risk  of  being  pulled  into 
the  underclass,"  says  Urban  Institute 
economist  Isabel  V.  Sawhill.  From  1970 
to  1980,  she  notes,  the  size  of  the 
group  tripled — and  it's  a  safe  bet  that 
the  1990  census  data  won't  show  any 
shrinkage  in  the  underclass.  "We 
didn't  have  this  kind  of  social  patholo- 
gy in  the  1960s,"  says  Tobin.  "Poverty 
seemed  more  amenable  to  economic 
solutions." 

Indeed  it  did.  Yet  today  it  is  not  only 
the  underclass,  a  minority  of  the  poor, 
who  seem  to  be  left  behind,  but  also 
the  working  poor,  who  still  constitute 
the  overwhelming  majority  of  the  im- 
poverished. Shrinking  the  underclass 
requires  social  solutions  the  experts 
can't  always  agree  on.  Almost  every- 
one agrees,  though,  that  economic  so- 
lutions help  the  working  poor.  For 
them,  real  wages  will  have  to  rise  fast- 
er, which  means  productivity  will  have 
to  improve.  And  for  that  to  happen,  j 
savings  and  investment  must  rise.  It's ,  ^ 
an  old  saw  by  now  that  this  is  how  ^ 
America  will  become  more  competitive. 
By  the  same  token,  this  is  how  Ameri- 
ca can  lift  more  people  out  of  poverty.  : 
It  worked  in  the  1960s.  The  trick  is  to 
make  it  work  in  the  1990s. 


«12  BUSINESS  WEEK/MAY  1,  1989 


ECONOMI(|j; 


MCI  details  all  the 
calls  from  all  your 
offices  on  one 
document. 
AT&Tonly  charges 
as  if  they  do. 


MCI  Corporate  Account  Service '  provides  you  v/ith  a  free  summary  of  long  distance  usage  for  every 
office  you  have.  AT&T's  program  does  not,  and  yet  it  costs  more. 

With  MCI's  exclusive  monthly  l9l|!l9SV!|!6S9l999fll^SIIP!ISIBl  "management  report,  you're  able 
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of  your  offices  receives  an  added  10  percent  discount  off  MCI's  regular  low  "Dial  1 "  rates. 

For  companies  spending  more  than  $25,000  a  month  on  long  distance,  MCI  offers  CAS  Plus."^  A  unique 

program  that  features  reductions  on  your  monthly  Prism  Plus,^"  i  

Prism  I "  and  MCI  Card '  costs. 

All  of  which  proves  that  a  close  eye  on  the  phone  line  pays  off  on  the 
bottom  line. 

MCI  Corporate  Account  Service.  Another  reason  why  we  are  the  better 
long  distance  comnanv'"  1-800-888-0800. 
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DOW  JONES:  STILL  SLUGGISH, 
STILL  OPTIMISTIC 


It  hasn't  stopped  the  slide  in  its  business  publications 


The  executives  of  Dow  Jones  &  Co. 
seemed  confident  when  they  ad- 
dressed Wall  Street's  media  ana- 
h'sts  in  December.  Barring  a  recession, 
they  said,  the  coming  year  would  bring 
improvements  across  the  board  for  the 
company.  It  was  welcome  news:  The  Oc- 
tober, 1987,  stock  market  crash  had  ex- 
acerbated decline  in  ad  sales  and  profits 
at  the  company's  business  publications — 
The  Wall  Street  Jourrtal  and  BarroJi's. 

Well,  there's  no  recession  yet — nor  is 
there  evidence  of  a  turnaround  at  Dow 
Jones.  In  March,  ad  sales  declined  for 
the  19th  straight  month.  For  the  first 
quarter  of  1989,  operating  income  at  the 
business  publications  fell  33.1/*  com- 
pared with  the  same  period  last  year. 
Profits  fell  13.6'f  at  the  company's  chain 
of  23  community"  newspapers.  And  its 
computerized  information  ser\'ices  aren't 
picking  up  the  slack:  The  dinsion's  prof- 
it grew  a  scant  0.6'f  in  the  first  quarter. 
Even  more  ominous  are  signs  of  slug- 
gishness at  the  biggest  contributor  to 
profits — Telerate  Inc.  Dow  Jones  owtis 
67%  of  the  company,  which  provides 
data  about  the  financial  markets.  All  in 
all,  Dow  Jones  will  have  to  push  hard  to 
top  1988's  operating  earnings  of  S3.52 
million  on  sales  of  $1.6  billion. 
ROOM  TO  GROW?  Dow  Jones  executives 
are  already  trimming  their  forecasts. 
They  say  ad  linage  will  be  flat  this  year, 
after  projecting  in  December  that  sales 
could  increase  as  much  as  4%.  In  Janu- 
ary", Telerate  executives  said  Wall  Street 
analysts  were  correct  to  reduce  their 
1989  earnings  projections  to  about  SI  a 
share  from  approximately  81.19. 

If  Chief  Executive  Warren  H.  Phillips 
is  worried,  he  doesn't  show  it.  "We've 
been  on  roller  coasters  before,  and  we've 
seen  the  way  comebacks  were  made,"  he 
says.  As  he  sees  it,  the  company  is  mak- 
ing changes  that  will  ensure  long-term 
growth.  He  brought  the  Journal  up  to 
date,  on  the  eve  of  its  1989  centennial 
celebration,  by  giving  it  an  editorial  face 
Hft,  including  an  expansion  to  three  sec- 
tions from  two.  Dow  Jones  also  took 
more  complete  control  of  Telerate.  To 
i  elp  pay  for  these  moves,  Dow  Jones 
s.  Id  its  Richard  D.  Irwin  Inc.  textbook 
di\  sion  for  $13-5  million,  and  unloaded 


its  17/f  stake  in  Continental  Cablevision 
Inc.  for  an  additional  S300  million. 

Phillips  sees  plenty  of  room  to  grow  at 
all  of  his  operations  and  dismisses  as 
"garbage"  the  widely  held  view  that  the 
Journal  and  Barron 's  have  reached  ma- 
turity". Advertisers,  he  says,  will  jump  at 
the  opportunity  to  reach  targeted  audi- 
ences through  the  12  regional  editions 
the  Journal  is  phasing  in — including  one 


a  peak  of  2.11  million  in  1983 — par 
because  of  the  decline  in  managem€ 
ranks  at  many  corporations.  Barro\ 
circulation  fell  13.4%,  to  246,500,  1 
year.  The  papers'  problems  predate 
stock  market  crash:  Together,  their 
erating  profits  have  declined  since  19^ 
In  part,  that's  because  the  busine 
news  market  has  become  saturated  wl 
new,  and  more  sophisticated,  compq 
tors.  In  newspapers,  Dow  Jones  has 
contend  with  the  Financial  Times,  /| 
vestor's  Daily,  USA  Today,  and  the  il 
tional  edition  oi  The  Xew  York  Timk 
Business  magazines  have  also  made 
roads  in  both  advertising  and  circulatid 
And  investors  who  can't  wait  for  pressl 
to  roll  have  computers  spitting  out  dai 
or  can  tune  into  special  cable  channa 
such  as  Financial  News  Network  Iij 
and  NBC's  just-launched  Consumer  Ne\ 
&  Business  Channel. 
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launched  on  Mar.  27  for  New  York  City. 
And  he  expects  more  readers  as  baby 
boomers  enter  the  ranks  of  managers 
who  read  the  Journal  and  Barron's. 

The  numbers  have  yet  to  support  his 
case.  Both  papers  continue  to  lose 
ground.  The  Journal's  paid  circulation 
slipped  8'f ,  to  1.9-5  million  last  year,  from 


Dow  Jones  seems  to  have  reconcila 
itself  to  a  stable  audience  by  designing  j 
marketing  strategy  that  emphasizes  thj 
high  incomes  of  its  readers.  In  the  fac 
of  falling  circulation,  it  raised  subscrij 
tion  rates  for  its  business  publication 
this  year  and  began  charging  adverti^ 
ers  an  additional  6.5%.  A  full-page  ad 
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YOURBRAINSBUILTTHEBUSINESS. 

Ours  CAN  ExPANDiT 

At  Entre.  we  re  experts 
in  helping  small  businesses 
get  bigger.  We  specialize 
in  business  accounting 
systems  that  compute 
pavToll.  taxes  and  payables 
and  offer  instant  access 
to  job  costs,  receivables- 
any  numbers  you  hapfjen 
to  need. 

And  whether  you're  a 
first-time  computer  user 
or  you  need  to  network 
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our  approach  is  the  same. 


We  don't  recommend 
anything  until  we  under- 
stiuid  vour  business  and 


\  our  plans  for  growth. 

Once  we  agree  on  what 
you  need,  we  configure 


your  sv'stem  with  state-of- 
the-art  computer  technol- 
ogv:  Entre  Centers  are  au- 
thorized dealers  for  IBM. 
COMPAQ  and  many  other 
leading  manufacturers. 

.And  we  offer  state- 
of-the-art  support  and  ser- 
vice to  get  the  s\'stem  up 
and  to  keep  it  running. 

For  more  information 
about  the  Entre  approach 
to  business  computers, 
visit  any  Entre  Computer 
Center  nationwide.  Call 


1-800-635-7500  for  the 
one  nearest  you. 

-And  get  the  brains 
behind  business  compu- 
ters behind  you. 
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Entre  Corrputer  Centers  are  independent))'  CMiied 
and  operated  L 1988  Entre  Computer  Centers.  Inc 

"  Trademarks  of  Entre  Computer  Centers.  Inc. 
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The  Book 
That  Takes  You 
Off  The  Hook 


If  you're  responsible  for  choosing 
a  telephone  system  for  your  company, 
PacTel  Business  Systems  can  be 
of  service.  Get  The  Business 
Telephone  Buyer's  Guide,  FREE. 
It  contains  information  about: 

•  understanding  system  types 
and  sizes 

•  matching  features  to  your 
company's  needs 

•  analyzing  suppliers 

•  managing  the  installation  and 
maintenance  of  your  system 

Order  today,  without  obligation. 
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Call  toll-free:  1-800-PACTEL-5,  ext.  60. 
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2678  Bishop  Drive,  San  Ramon,  CA  94583 
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Of  Irresistible 
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First  we  take  our  own  cotfee, 
grown  in  the  foothills  of  Java. 

Freshly  brewed,  and  piping  hot. 
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perfect  meal  in  the  air. 

In  Executive  Class,  we  serve  cafe 
Neapolitan  and  Jamaican  coffee. 

And  to  make  the  choice  more 
difficult  in  First  Class,  we  also  offer 
Irish  coffee,  Salzburger  coffee  and  cafe 
Gingembre. 

Naturally,  if  all  these  coffees  are 
not  your  cup  of  tea,  you  can  always 
have  your  coffee  black. 

With  a  little  milk  or  cream.  Or  if 
you  prefer,  totally  caffeine-free.  No 
matter  the  choice,  it  will  be  served  in 
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i  national  edition  of  the  Journal  can 
;  more  than  $95,500.  "We  want  to 

i  Lect  the  quahty  of  our  audience  in- 
:  id  of  numbers,"  says  Kenneth  L. 
I  enga,  Dow  Jones's  general  manager. 
'  /ith  its  business  publications  stalled, 
<  V  .Jones  is  depending  heavily  on 

erate's  performance.  Dow  Jones 
I  ie  38''!  of  its  operating  profits  from 
I  $156  million  contributed  by  Telerate 
i|  988— the  first  full  year  it  was  carried 
1  Dow  Jones's  books.  But  there's  rea- 
r  for  concern.  These  are  difficult 
I  is  for  some  of  Telerate's  main  cus- 
t  ers:  Treasury  bond  dealers  face  a 
:  nking  market.  Savings  and  loans  ac- 
[  nt  for  about  10%  of  Telerate's  sales. 
!  VICE  TO  TRADERS.  To  resume  its  sky- 

ii  veting  growth,  Telerate  is  spending 
I  \-ily  to  break  into  a  new  business: 
I  isaction  services.  In  this  brave  new 
1  Id,  foreign  exchange  traders  can  use 
t  r  computers  to  negotiate  with  sever- 
i  otential  partners,  each  dealing  in  dif- 
1  -nt  currencies,  simultaneously.  Tele- 
i  ■  is  about  to  enter  the  field  with  a 
I  iuct  called  Trading  Service,  which  it 
i,  developed  jointly  with  American 
!j  3phone  &  Telegraph  Co.  It  is  a  huge 
t'  -ket:  The  daily  spot  volume  in  foreign 
f  hange  is  more  than  $300  billion.  Tele- 
I  e  may  also  offer  its  service  to 
1  lers  in  Eurodeposits  and  government 
;  .irities. 

ounds  promising.  But  Telerate  is  try- 
1  io  crack  a  near-monopoly  that  its 
i  1,  Reuters  Holdings  PLC,  has  in  the 

■lun  exchange  market.  And  Reuters 
I  ects  to  maintain  its  control  by  up- 
f|i  ding  a  similar  system  of  its  own, 
(  ed  Dealing  2000.  Reuters  claims  its 
1  duct  will  provide  information  and  al- 
1  traders  to  complete  transactions  in- 
s  itly — while  users  of  Trading  Service 
^'  still  have  to  go  through  additional 
s  )s  to  close  their  deals.  John  S.  Hull, 
(  cutive  vice-president  of  Reuters 
.  erica,  says  Telerate  will  be  lucky  to 
;  \\  15%  this  year  after  it  absorbs  the 
J  'tup  and  sales  costs. 

'hillips  declines  to  offer  his  own  pro- 
j  ions  but  says  he's  confident  that 

erate  will  dominate.  "We  think  we're 
1  c'li  more  competitive  with  Reuters 
1  n  they  are  with  us,"  he  says.  Indeefi, 
i  Hips  claims  the  Dealing  2000  upgrade 
1  run  into  trouble  in  tests.  "They've 
]i  led  back.  We  think  we're  taking  the 
]\  i."  Reuters  denies  any  problems. 

'here's  still  time  for  Dow  Jones  to 
!  ke  the  turnaround  predicted  for  1989. 

erate  may  yet  grab  a  piece  of  Reu- 
1  j'  turf,  and  the  Journal  may  win  ad- 
(  onal  readers  and  advertisers.  But 
'  h  the  economy  expected  to  slow,  the 
1  er  coaster  may  go  down  some  more 
I  ore  it  levels  off. 

By  David  Lieberman  in  New  York 


FIDELITY  CAPITAL  APPRECIATION  FUND 


A  Record  of 

Success! 


Fidelity  Capital  Appreciation  Fund  has 
returned  over  2  times  the  S&P  500  since 
it  began  11/26/86.  The  fund  has  achieved 
tills  success  by  aggressively  pursuuig  long- 
term  growth  opportunities,  primarily  in 
common  stocks.  Share  price  and  return  will 
vary  and  you  may  have  a  gain  or  loss  w  hen  you  sell  your  shares. 


Capital  Appreciation  Fund 
Average  Annual  Total  Return 
as  of  12/31/88* 

33.52°" 

21 .96°" 

1  Year 

Life  of  Fund 

Fidelity  Capital  Appreciation  Fund,  r.ir  more  compieif  mtd.  munon  mciuiimi; 

ni;in;igenif  nl  fees  and  expenses,  please  call  or  write  for  a  free  prospectus.  Read  il  carefnIK  hefore 
\ou  invest  or  send  mone\.  Fidelit\  Distributors  Corporation  (General  Distribution  Agent).  PO  Ho\ 
660603.  Dallas,  T,\  ■S266-060.'l' 

Fidelity 
Investments « 

CODE:  BW/CAF/050189 


Call  today: 

1-800-544-6666 


*Fund  total  returns  are  historical  and  include  change  in  share  price,  rennestnient  of  dividends  and  capital  gains, 
and  the  effect  of  its  2°ii  .sales  charge  and  1 redemption  fee,  ,\verage  annual  total  returns  for  more  than  one  year 
assume  a  steady  compounded  rate  of  return  and  are  not  the  fund  s  \ear-b\-\ear  results,  which  varied  over  the  peri- 
ods shown.  Figures  for  the  S&P  SOO  (a  registered  trademark  of  .Standard  &  Poor's  Corporation)  an  iinnianaged 
index  of  common  stock  prices,  include  reinvestment  of  dividends,  .Average  annual  total  return  for  the  S&P  SOO  was 
16,SS%  for  I  vearandS,*)')",.  for  life  of  fund  ending  12/.M/««, 


FITS  IN  YOUR  HAND  YET  HAS  A  UST 
OF  FEATURES  AS  LONG  AS  YOUR  ARM. 


The  Dictamite  11  is  Dictaphone's 
smallest,  lightest  microcassette 
portable,  yet  has  a  host  of 
features  that  make  capturing 
all  your  ideas  as  simple  as 
speaking. 

Just  to  name  a  few:  voice  acti- 
vated recording  starts  recording  as 
soon  as  you  start  talking.  Digital 
display  shows  you  exactly  what 
you've  recorded  and  where.  Inter- 
nally rechargeable  batteries  mean 
you're  always  ready  to  go. 

To  find  out  more,  call  1-800-433- 
0880  toll-free  or  send  in  the  coupon. 
Dictaphone.  Time  Management 


CBW5189 

Mail  to:  Dictaphone  Corporation. 
3191  Broadbndge  Ave.,  Sti^tford.  CT  06497-2559 
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State 
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A  Pitney  Bowes  Company 


Zip 


t)k  (aphone '  and  Dictamile '  are  registered  Iradf  rTi,irk , 
Didaphime  Corporation  Stratford  CT  ©1989  Uictaphon. 
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MARKETS  &  INVESTMENTS! 


DOES  JUNK  HAVE  LASTING  VALUE? 
PROBABLY 


But  investors  beware:  The  rate  of  defaults  could  climb 


ichael  R.  Milken  and  his  apos- 
tles at  Drexel  Burnham  Lam- 
Ibert  Inc.  attracted  a  mighty 
flock  by  preaching  the  gospel  of  junk 
bonds:  Default  rates  are  low,  and  higher 
yields  more  than  make  up  for  greater 
credit  risk.  The  junk,  or  high-yield,  mar- 
ket has  grown  to  $200  billion,  and  big 
new  issues  are  still  being  planned.  But 
Milken  is  under  federal  indictment  for 
securities  law  violations.  The  case  he 
makes  for  low  default  rates  has  come 


1987.  Each  time,  junk  bonds  bounced 
back.  The  total  return — interest  plus  ap- 
preciation— on  junk  has,  in  fact,  beaten 
investment-grade  issues  over  the  past 
five  quarters. 

When  the  junk-bond  market  totters, 
however,  it  tests  the  players'  mettle. 
Take  the  setback  on  Apr.  13.  "There  are 
a  dozen  big  issues  that  everybody 
watches,"  explains  Prescott  B.  Crocker, 
portfolio  manager  of  the  Colonial  High 
Yield  Securities  Trust.  "When  vou  see 


Still,  junk  bonds  face  some  formidab 
hurdles  in  coming  months: 
■  Milken's  departure.  The  junk-boi4:^: 

king's  exit  from  Drexel  was  no  surpris 
but  the  market  is  still  smarting.  The  la 
est  plunge  came  on  the  heels  of  th 
"Predators'  Ball,"  Drexel's  annual  boii 
conference.  "People  usually  come  bac 
from  that  all  fired  up  and  wanting 
buy,"  says  James  Cawood,  president  (t: 
Cawood  Christian  Capital  Managemen 
"This  vear,  no  one's  in  the  mood."  Otl 


JUNK  BONDS  SLIP  AS  TREASURIES  SHOW  STRENGTH 


102 


MERRILL  LYNCH  U.S.  TREASURY 
MASTER  INDEX- 


\  \ 


MERRILL  LYNCH  HIGH  YIELD 
MASTER  INDEX" 


96  i_ 


MAR  13 
▲  INDEX:  MAR.13J989.il] 


APR.  3 


DATA:  MERRIll  LYNCH  SCO. 


APR.  13 

•RfPRESENTS  165  ISSUES  WITH  A  FACT  VALUE  OF  SI.18  TRILUON 
■■REPSESEMTS  785  ISSUES  WITH  A  FACE  VALUE  OF  S90  6ILU0N 


under  attack  from  Harvard,  no  less.  And 
most  disturbing,  junk-bond  prices  have 
slipped  even  as  Treasury  bonds  gained 
strength  (chart). 

But  don't  write  off  the  junkers  yet. 
They've  found  a  home  in  the  pension 
fund  portfolios  of  some  of  the  largest 
companies  in  the  country.  Individual  in- 
vestors own  about  S60  billion  worth, 
largely  through  mutual  funds.  And  if 
default  rates  are  greater  than  originally 
thought,  the  higher  yields  of  junk  bonds 
still  pay  investors  well  for  bearing  great- 
er risks. 

'A  BAD  DAY.'  The  juuk-bond  market  has 
suffered  serious  price  shocks  before:  af- 
ter arbitrageur  Ivan  F.  Boesky's  stun- 
ning guilty  plea  on  insider  trading 
charges  in  November,  1986,  and  follow- 
ing the  stock  market  crash  in  October, 


some  of  those  down  more  than  a  point 
[SIO  per  SI, 000  of  face  value],  you  know 
it's  a  bad  day."  Among  the  benchmarks 
are  bonds  of  American  Standard,  Colt 
Industries,  First  Brands,  and  Harcourt 
Brace  Jovanovich. 

But  the  hea\T  damage  was  confined 
to  those  closely  watched,  more  active 
bonds.  The  Merrill  Lynch  High  Yield 
Master  Index,  made  up  of  785  bonds 
with  a  total  face  value  of  S90  billion — 
and  a  current  yield  of  13.7"^ — told  a  far 
different  story.  It  fell  only  a  quarter 
point  on  Apr.  13.  That's  $2.50  per  81,000 
of  face  value.  Many  of  the  junk  mutual 
funds  were  barely  nicked,  giving  up  just 
pennies  in  net  asset  value.  That's  hardly 
a  massacre  and  supports  another  tenet 
of  the  junk-bond  gospel:  There's  safety 
in  diversification. 


ers  worry  that  more  people,  such  as  Da.- 
vid  Solomon,  whose  Solomon  Asset  Man 
agement  manages  junk  bonds  fo 
pension  funds,  will  be  pulled  into  thi 
Milken  investigation.  Solomon  is  coopei 
ating  with  the  government  in  its  cast 
against  .Milken  and  is  leaving  the  firm, 
■  Supply  and  demand.  The  calendar  o: 
junk  underwritings  in  the  next  tw( 
months  is  about  S9  billion,  about  half  o: 
it  earmarked  for  the  leveraged  buyou: 
of  RJR  Nabisco  Inc.  And  every  big  take 
over  announced  in  the  stock  market,  like 
Marvin  Davis'  bid  for  Northwest  Ain; 
lines  Inc.,  swells  the  potential  supply,  -i: 
Demand  is  weak.  High-yield  mutual 
funds,  which  attracted  huge  money  inil- 
flows  in  1988,  are  no  longer  brimming 
with  cash.  And  in  the  wake  of  the  thrifl| 
crisis,  savings  and  loans  are  not  addinjji 
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more  lower-quality  assets.  Investors 

even  wary  about  RJR,  whose  type  of 
!3le,  brand-name  businesses  would 
ally  be  the  darling  of  junk-bond  buy- 
"First  I  want  to  see  some  asset 
iS,  and  what  kind  of  prices  they 
:h,"  says  Caywood. 
he  economy.  A  recession,  which 
lid  send  T-bonds  soaring,  could  be 

news  for  junk.  Some  issuers  will  no 
bt  default,  and  many  others  will  suf- 

a  downgrading  of  credit  quality — 

loss  of  value.  Junk  bonds  of  depart- 
it  store  chains,  whose  fortunes  de- 
d  on  consumer  spending,  are  already 
ing  the  pinch.  Prices  from  some  Al- 

Stores  Corp.  and  Federated  Depart- 
it  Stores  Inc.  issues  have  sunk  so  low 
:  they're  pushing  yields  to  207f. 
urther  contributing  to  credit  con- 
is  is  a  widely  publicized  new  study 
Paul  Asquith,  an  associate  professor 
the  Harvard  business  school,  that 
ws  default  rates  as  high  as  34%.  The 
ing  was  jarring  because  the  conven- 
al  wisdom  hole's  that  defaults  are 
ut  2.5%  of  all  junk  bonds  outstand- 
a  figure  calcuiated  by  New  York 
versity  professor  Edward  I.  Altman. 
■ut  the  research  results  aren't  neces- 
ly  inconsistent.  They  look  at  differ- 

things.  Asquith  started  with  bonds 
led  in  1977  and  1978  and  followed 
-n  through  1988.  He  found  that  de- 
Its  are  rare  in  early  years,  then  accel- 
:e.  By  1988,  34%  of  the  bonds  were  in 
lult.  And  bonds  issued  in  the  early 
3s  followed  the  same  pattern.  Altman 
ved  at  his  2.5%  figure  by  measuring 

percentage  of  bonds  that  default 
n  year  out  of  the  total  junk  market, 
matter  what  the  age  of  the  bonds. 
L.L  ATTRACTIVE.  Altman  last  year  con- 
ted  a  "mortality"  study  similar  to  As- 
;h's  and  came  up  with  essentially  the 
le  results.  Asquith's  10-year-old 
ds  make  up  a  very  small  pai-t  of  the 
il  junk  market.  So  even  a  high  indi- 
lal  default  rate  on  those  older  bonds 

little  impact  on  the  total  rate  of  de- 
It  in  a  diversified  portfolio  of  junk 
ds.  But  Asquith's  findings  on  the 
-tality  of  individual  bonds  suggests 
t  as  the  entire  junk  universe  begins 
ige,  the  annual  defaults  as  a  percent- 

of  the  total  market  could  well  rise, 
till,  junk  bonds  appear  to  be  an  at- 
ctive  investment.  But  investors 
uld  be  mindful  that  the  number  of 

bonds  may  climb.  Take  for  example 
■rated  junk  bonds  issued  at  three  per- 
tage  points  over  T-bonds.  Altman 
s  that  even  allowing  for  defaults,  af- 

10  years  they  would  yield  $65  more 
n  Treasuries  for  every  $100  invested, 
i  Asquith  doesn't  disagree.  "That's 
:  a  buy-and-hold  strategy,"  says  Alt- 
Q.  Indeed,  investors  who  can  avoid 

defaults  earn  a  whole  lot  more. 

By  Jeffrey  M.  Laderman  in  A'eiv  York 


MARKETS  &  INVESTMENTS! 


THE  AIRLINE  RALLY 
WOWS  WALL  STREET 


Despite  the  runup,  the  stocks  may  still  be  cheap 


ven  though  the  stock  market  has 
shown  vigor  of  late,  the  rallies  on 
Apr.  18  and  19  surprised  even  the 
most  ardent  bulls.  The  Dow  Jones  in- 
dustrial average  soared  close  to  2400, 
its  highest  level  since  the  crash,  and 
the  transportation  average  climbed  to 
an  all-time  high.  Will  the  good  times 
continue? 

Well,  the  answer  seems  to  be  "yes" 
for  the  transportation  stocks,  whose 
rally  is  spearheaded  by  a  surge  in  air- 
line stocks  that  is  probably  not  over, 
and  a  "maybe"  for  the  market  as  a 
whole.  The  cause  of  the  broad  advance 
was  a  0.5%  rise  in  the  consumer  price 


AIRLINES  LEAD 
A  STRONG  MARKET 


□  STANDARD  &  POOR'S 
AIRLINE  GROUP 

□  STANDARD  &  POOR'S 
500-STOCK  INDEX 

1  r 

DEC.  30         JAN.  31  FEB.  28 

▲  CUMUUTIVE  PERCENT  INCREASE  SINCE  DEC.  30 

DATA:  BRIDGE  IHFORMATION  SYSTEMS  INC. 


MAR.  31   APR.  18 


index,  which  was  low  enough  to  con- 
vince traders  that  a  resurgence  in  in- 
flation was  not  in  the  cards.  The  mar- 
ket's growing  health  may  be  checked  if 
upcoming  economic  numbers  are  not  so 
cheery.  But  the  airline  stocks  are  likely 
to  linger  in  the  stratosphere. 

The  group's  surge  has  been  largely 
fueled  by  expectations  of  revenue  and 
market-share  gains  at  the  expense  of 
strife-torn  Eastern  Air  Lines  Inc.  The 
Eastern  work  stoppage  has  idled  I'/i  of 
the  industry's  capacity  and  has  particu- 
larly benefited  Eastern's  other  major 
East  Coast  competitor,  Delta  Air  Lines 
Inc.,  as  well  as  USAir  and  AMR,  the 
parent  of  American  Airlines.  But  that's 
not  the  whole  story  by  a  long  shot. 

Merger  and  leveraged-buyout  specu- 
lation has  also  sustained  airline  stocks, 


and  that's  likely  to  continue.  The  re- 
cent wave  of  restructuring  began  in 
February,  when  Pan  Am  Corp.  Chair- 
man Thomas  G.  Plaskett  announced 
that  the  company  would  seek  a  merger 
partner.  That,  and  Eastern's  troubles, 
caused  Pan  Am  shares  to  nearly  dou- 
ble since  New  Year's  Eve.  Then  came 
the  $90-a-share  bid  for  NWA  Inc.  by  in- 
vestor Marvin  Davis,  nwa  shares  have 
soared  some  457'  since  early  March  as 
Davis  pressed  forward  with  his  off'er, 
and  management  weighed  a  restructur- 
ing or  even  a  sale  of  the  company. 
Raiders  like  Davis  and  other  invest- 
ment pros  are  increasingly  viewing  air- 
line stocks  as  attractive  values. 
"These  companies  are  very 
cheap  on  a  fundamental  basis," 
asserts  John  Lattanzio,  head 
trader  of  Steinhardt  Partners, 
an  influential  money  manager 
that  is  heavily  invested  in  air- 
line stocks. 

VERY  BULLISH.  Even  in  the 
event  of  a  "worst-case"  scenar- 
io— the  total  resuscitation  of 
Eastern — competing  carriers 
still  seem  underpriced.  Delta, 
long  viewed  as  a  candidate  for 
an  LBO,  sells  for  slightly  over 
book  value,  vs.  a  1.9  price-to- 
book  ratio  for  the  overall  mar- 
ket. Likewise,  AMR  Corp.  is 
trading  at  a  bit  under  book  val- 
ue. Both  companies  have  favor- 
able ratios  of  price-to-cash  flow, 
notes  Karen  Firestone,  manag- 
er of  the  Fidelity  Select  Air  Transpor- 
tation Fund. 

The  airline  rally  will  come  to  naught 
if  oil  prices  substantially  increase  or  if 
the  economy  falls  into  a  recession  that 
cuts  air  travel.  But  the  bulls  are  stand- 
ing fast.  Lattanzio,  for  one,  feels  that 
oil  prices  will  decline  by  the  summer 
and  that  fears  of  recession  are  over- 
blown. The  Steinhardt  folks  are  put- 
ting their  clients'  money  where  their 
opinions  are  by  snapping  up  a  5.21% 
stake  in  USAir  Group  Inc.,  for  $88.1 
million. 

So  long  as  heavyweight  investors 
like  Steinhardt  keep  buying,  the  air- 
lines are  likely  to  remain  aloft.  And 
that  could  well  give  the  market  contin- 
ued doses  of  adrenaline. 

By  Gary  Weiss  in  New  York 
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CORPORATE  FINANCE  I 


A  SKY-HIGH  BET  ON 

THE  PLANE-LEASING  BUSINESS 


CPA's  $17  billion  order  buys  a  huge  fleet  to  lease  at  top  dollar 


The  phrase  "Irish  aircraft  leasing 
company"  suggests  a  pretty  small 
operation,  perhaps  run  by  a  couple 
of  former  pilots  in  one  corner  of  a  han- 
gar. GPA  Group  Ltd.  is  a  leasing  compa- 
ny based  near  Shannon  Airport.  But 
small  it  isn't.  The  gross  national  product 
for  all  of  Ireland  is  $27  billion.  On  Apr. 
18,  GPA  announced  orders  and  options 
for  308  aircraft  worth  $17  billion. 
That's  the  largest  aircraft  order  ever. 


cause  it  shoulders  the  financing  cost  and 
assumes  the  risk  of  re-leasing  the  plane. 
Also,  CPA's  customers  include  dozens  of 
second-tier  airlines  such  as  Air  Lanka 
and  Air  Zimbabwe,  which  couldn't  get 
such  good  terms  on  their  own. 

CPA's  operating  leases  provide  a  hand- 
some return  on  equity  of  20%'.  Profits  in 
the  year  ended  Mar.  31  were  an  estimat- 
ed $150  million  on  $1  billion  in  revenues. 
Among  the  owners  enjoying  the  profits 


<'hich  keeps  probably  the  best  data  bK 


.surpassing  even  Delta  Air  Lines  Inc.'s 
$11  billion  order  of  last  year.  Now  pri- 
vately held  CPA,  founded  14  years  ago  as 
Guinness  Peat  Aviation,  has  more  planes 
on  order  than  any  commercial  airline. 
With  lines  of  credit  for  $5  billion  and  a 
hefty  cash  flow,  GPA  can  afford  them. 
GRAND  STRATEGY.  GPA  foresees  a  tre- 
mendous demand  for  these  planes, 
which  it  will  farm  out  to  airlines  through 
operating  leases.  Founder  and  Chairman 
Tony  A.  Ryan  was  a  pioneer  in  the  oper- 
ating lease,  through  which  GPA  owns  a 
plane  and  rents  it  out  for  a  fixed  period 
of  six  years  or  so.  The  short  term  allows 
airlines  to  keep  the  leases  off  their  bal- 
ance sheets  and  gives  the  flexibility  to 
retire  unneeded  planes  at  fairly  short 
notice.  GPA  gets  to  charge  top  dollar  be- 


are  Air  Canada,  Aer  Lingus,  Prudential 
Insurance,  Mitsubishi,  and  Ryan. 

The  $17  billion  order  is  just  one  ele- 
ment of  a  grand  strategy  charted  by 
Ryan,  a  former  Aer  Lingus  executive 
who  started  CPA  as  a  broker  for  used 
aircraft.  With  the  leasing  business  as  a 
core,  "we  think  we  can  make  CPA  into  a 
full-service  financial  company"  for  the 
airline  industry,  explains  Colm  Barring- 
ton,  its  chief  commercial  officer. 

GPA  figures  that  its  return  on  equity 
from  fee-generating  activities,  as  op- 
posed to  leasing  income,  is  more  than 
357f .  One  example:  If  a  bank  lends  mon- 
ey to  an  airline  for  a  plane  purchase, 
GPA,  for  a  fee,  will  pledge  to  buy  the 
plane  if  the  airline  defaults.  The  bank 
gets  an  insurance  policy,  while  CPA, 
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on  used-aircraft  values,  stands  a 
chance  of  reselling  the  plane  at  a  pn 
Fees  generated  from  such  deals  c 
tributed  $30  million  to  operating  pro 
in  fiscal  1988,  up  from  $1  million  in  li 
But  that's  only  the  beginning.  R; 
wants  to  do  more  deals  such  as  the 
for  Braniff  Inc.  last  year.  Investors  v 
were  buying  the  line  from  Chicar 
Pritzker  family  needed  quick  cash 
new  airplanes,  too.  So  GPA  agreed  to  Kiouts 
12  old  jets  from  Braniff  for  $30  milli  lie  by 
nearly  twice  their  real  value,  and  le 
them  back  to  that  company  for  a  cou 
of  years.  As  a  quid  pro  quo,  GPA 
warrants  for  10%  of  Braniff,  whBjp 
agreed  to  lease  new  Fokker  jets  fr 
CPA  to  gradually  replace  the  ag 
planes 

MAINTENANCE  MEN.  Even  more  ambitic 
is  a  proposed  venture  tentatively  dubl 
Fund  Avia.  Based  in  Dublin's  tax-f 
financial  zone,  the  fund  wo 
attract  up  to  $13  billion  in  j  ;wai 
vate  capital  to  buy  airplai 
that  have  already  been  leas 
in  competition  with  banks 
big  lenders  such  as  Gene 
Electric  Credit  Corp.  CPA  woi 
manage  the  fund,  collecti 
fees  for  buying  the  planes 
marketing  them. 

Ryan  also  wants  to  builc 
division  that  will  team  up  w 
a  major  European  airline 
handle  the  heavy-duty  mainjprs  Ic 
nance  for  its  own  jets  and  p 
haps  for  others',  too.  The  ni 
company  would  eventually 
ploy  5,000  workers — agaiiJittLi 
CPA's  total  of  only  180  todaj  ifof 

Clearly,  Ryan  expects 
plans  to  pay  off  big:  The  co 
pany  projects  at  least  a  d( 
bling  of  profits  by  1993.  Eve: 
thing   hinges,   of  course 
continued  healthy  demand  1 
CPA's  burgeoning  fleet.  It's 
that  demand,  critics  say,  th 
Ryan  is  buying  up  so  many  as-yet-i 
built  aircraft.  Airlines  that  don't  pi 
ahead,  they  say,  won't  have  any  choi 
but  to  lease  from  CPA.  There  is 
course,  the  risk  that  CPA's  fleet  will  tu 
into  a  liability  should  a  recession  kill 
demand. 

Ryan  says  the  orders  simply  anti 
pate  customer  needs.  And  thanks  to  1" 
strong  balance  sheet  and  cash  resourc( 
he  "can  comfortably  sit  through  a  tw 
year  recession,"  Ryan  claims.  CPA,  ho' 
ever,  has  done  nothing  so  far  but  gro' 
A  major  recession,  if  it  comes,  would  '. 
the  first  real  test  of  the  financial  revol 
tion  Tony  Ryan  is  starting  in  the  wor 
airline  industry. 

By  Mark  Maremont  in  Shannon,  Irelay 
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HI  HELL  WITH  GLAMOUR. 
ilYE  ME  GROCERIES 


uying  Grand  Union  puts  Gary  Hirsch  firmly  on  the  LBO  map 


t  was  early  1986,  and  leveraged 
buyouts  were  raging  on  Wall  Street. 
One  by  one,  takeover  artists  were 
;king  off  attractive  industrial  targets 
chemicals,  paper,  and  glass,  or  glam- 
r  properties  in  broadcasting  and  con- 
mer  goods.  But  Gary  D.  Hirsch,  an 
known  would-be  buyout  master,  had 
ler  ideas.  He  confided  his  potential 
arry  to  Gordon  M.  Burns,  an  in- 
stment  banker  at  Salomon  Broth- 
5  Inc.  "And  Burns  said,  'Grocery 
)res?  You  want  to  go  into  grocery 
)res?'  Remember,"  Hirsch  says, 
lis  was  before  Safeway."  It  went 
i  ivate  later  that  year,  and  the  grab 
I :  control  of  the  nation's  supermar- 
t  aisles  was  on. 

With  Salomon's  help,  Hirsch,  39, 
s  been  one  of  the  biggest  grab- 
rs.  On  Apr.  10  the  two  agreed  to 
y  Sir  James  Goldsmith  $1.2  billion 

1  •  Grand  Union  Co.  That  deal  will 
sh  sales  of  the  chains  Hirsch  con- 
>ls  to  about  $6  billion  this  year, 
iking  him  No.  6  or  7  among  U.  S. 
acers  (table).  And  the  deal  puts 
Her  Tabak  Hirsch  &  Co.,  best 
own  until  now  as  a  pioneer  in  pro- 
am  trading,  on  the  map  in  LBOs. 
Back  in  1986,  though,  there  was 
ison  for  doubt.  Hirsch's  retail  ex- 
fience  was  limited  to  helping  out 
his  father's  dress  shop  as  a  kid. 
s  previous  deals,  except  for  the 
)8  million  purchase  in  1985  of  Van 
isen  Air  Inc.,  an  aerospace  parts 
itributor  and  operator  of  airport- 
rvice  bases,  were  small  potatoes. 
N  TO  DO  DEALS.  Yet  SO  far,  Hirsch 
s  confounded  the  skeptics.  MTH 
esn't  disclose  profits,  but  "without 
ir  of  contradiction,"  Hirsch  claims, 
can  say  that  in  the  last  three  to 
e  years  the  rates  of  return  in  our 
insactions  have  exceeded  by  far 
i  averages  you  hear  for  the  we 
own  buyout  firms."  Those  rates  are 
:en  20%  to  30%.  Hirsch,  intense  and 
citable,  has  also  won  over  opponents, 
ys  Eugene  A.  DePalma,  chairman  and 
ief  executive  of  Van  Dusen  Airport 

I  rvices  Co.,  who  had  fought  Hirsch: 

jVe  found  out  he's  a  quick  study." 
Hirsch's  tale,  if  not  quite  a  rags-to- 

I  hes  saga,  is  certainly  a  version  of  the 
nerican  dream.  In  1972,  after  a  year  in 
i  MB.A.  program  at  New  York  Universi- 


ty, Brooklyn-born,  Long  Island-bred 
Hirsch  decided  not  to  finish  the  degree. 
Instead,  he  took  what  seemed  a  princely 
$14,000  offer  from  accountant  Price  Wa- 
terhouse.  "My  mother  said:  '0.  K. — but 
don't  ever  do  anything  dishonest  be- 
cause you're  getting  that  kind  of  mon- 
ey,' "  Hirsch  recalls. 


HIRSCH'S 
SHOPPIHG  SPREE 


Company 

Acquisition 

Price 

Revenues 

date 

Millions  of  dollars 

PEHN  TRAFFiC 

FEB. 

1987 

$180 

$688 

P&C  FOODS 

AUG 

1988 

320 

1,033 

BIG  BEAR 

APR 

1989 

353 

991 

GRAND 

UNION 

APR 

1989 

1,200 

2,702 

*Latest  fiscal  yeor 

DATA.  MILLER  TABAK  HIRSCH  &  CO. 


'*  Pending 


Eight  years  later,  Hirsch  decided  he 
really  wanted  to  "do  deals."  Says  he: 
"Maybe  it  was  false  bravado.  I'd  worked 
with  investment  bankers  and  business- 
men, and  I  came  to  the  conclusion  that  I 
could  do  what  they  were  doing." 
SCORING  POINTS.  Early  in  1981  he  started 
his  own  company.  A  year  later,  Jeffrey 
D.  Miller  and  Jeffrey  'Tabak,  partner  and 
trader,  respectively,  at  Mabon  Nugent  & 
Co.,  signed  on.  The  three  dug  into  their 
pockets  and  hit  up  family  and  friends  for 
about  $8  million  in  capital — a  sum  that  is 
now  up  "substantially."  Miller  and  Ta- 
bak did  program  trading  and  managed 
money,  and  Hirsch  did  deals.  At  first, 
Miller  and  Tabak's  activities  dominated 
the  firm.  But  in  1986,  MTH  stopped  trad- 
ing for  its  own  account,  and  Hirsch's 
buyouts  became  more  critical. 

Unlike  most  others  in  the  LBO 
game,  MTH  has  no  buyout  fund. 
Hirsch  started  to  raise  one  last  fall 
but  stopped  when  he  realized  that 
having  investors  could  curb  his  abili- 
ty to  do  hostile  deals  and  would 
force  MTH  to  strive  for  a  set  rate  of 
return.  Instead,  Hirsch  uses  MTH's 
capital  and  raises  money  from  his 
original  investors  for  each  deal. 

Otherwise,  his  tactics  differ  little 
from  other  buyout  artists'.  He  buys 
undervalued  companies  and  im- 
proves their  returns.  With  Van  Du- 
sen, he  first  sold  the  parts  distribu- 
tor, then  expanded  the  airport- 
services  units  and  sold  them.  He 
plans  to  keep  the  supermarkets, 
however,  unless  an  offer  comes 
along  he  can't  refuse.  Meanwhile, 
Hirsch  is  investing  in  the  grocery 
stores  and  coaxing  better  perfor- 
mances from  his  CEOs.  "I  never  ask 
them  to  do  anything  they  didn't 
think  of  already,"  he  says.  "I  just 
ask  them  to  do  it  more  quickly." 
A  VISION?  It's  too  early  to  tell  just 
how  good  a  grocer  Hirsch  is.  But  he 
did  score  points  at  a  recent  super- 
market conference.  "I  was  extremely 
impressed  with  his  grasp  of  the  oper- 
ating fundamentals  of  the  business," 
says  Gary  Vineberg,  an  analyst  at 
Kidder  Peabody  &  Co.  "He  recog- 
nizes the  power  of  vertical  integra- 
tion." Vineberg  notes  that  there  are 
plenty  of  regional  supermarkets  left 
to  buy  and  adds:  "Clearly,  Hirsch 
has  some  kind  of  vision." 

For  now,  Hirsch  is  plowing  his  profits 
back  into  food  distribution  and  retailing. 
His  only  concessions  to  newfound 
wealth,  he  says,  have  been  a  vacation 
home  in  Key  Largo,  Fla.,  and  a  44-foot 
motor  yacht.  Hirsch  says  there  are  other 
businesses  undergoing  change  that  he 
would  be  interested  in  buying,  but  he 
won't  hint  what  they  are.  Like  last  time, 
Hirsch  wants  to  get  there  first. 

By  Judith  H.  Dobrzynski  in  New  York 
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MEDIGAP  GETS  A  SECOND 
OPINION— FROM  CONGRESS 


Insurers  are  under  attack  for  sales  abuses  and  rate  hikes 


DINGELL:  HIS  COMMITTEE  WILL  PUT  SELLING  PRAaiCES  UNDER  A  MICROSCOPE 


When  medicare  wa?  created  25 
years  ago.  innovative  insur- 
ance companies  created  "med- 
igap"  policies  to  help  pay  costs  the  gov- 
ernment left  uncovered.  It  has  become  a 
S13  billion-a-year  business  covering  23 
million  policyholders.  But  now  the  insur- 
ers are  coming  under  attack:  Customers 
are  irate  at  premium  hikes  of  up  to  40^"'. 
some  expert-s  wonder  if  the  policies  have 
outlived  theu"  usefulness,  and  lawmak- 
ers are  investigating  charges  of  fraudu- 
lent sales  practices.  The  elderly,  says 
House  Energ}"  &  Commerce  Committee 
Chairman  John  D.  Dingell  (D-Mich.). 
"are  easy  prey  for  unscrupulous  and 
greedy  puiweyors"  of  such  policies. 

The  impetus  for  the  scrutiny  is  a  1988 
law  being  phased  in  this  year  that  ex- 
pands medicare  to  cover  the  staggering 
costs  of  catastrophic  illnesses.  It  will 
limit  a  medicare  patient's  out-of-pocket 
hospital  and  phy.sician  costs  to  about 
S2,000  a  year,  lessening  the  need  for 
medigap  coverage.  Tf  you  can  afford 
the  possible  S2,000  hit.  there's  no  reason 
to  pay  S600  in  premiums  for  a  policy." 
says  James  P.  Firman,  president  of  the 
United  Seniors  Health  Cooperative,  a 
Washington-based  consumer  group. 

122        \E35  '.'iY  :  :959 


Insurers  argue  that  medigap  policies 
are  still  a  good  deal  for  seniors  who 
can't  foot  a  S2.000  bill.  And  companies 
are  staiting  to  add  new  benefits.  "There 
still  will  be  a  need  for  these  policies." 
says  Blue  Cross  &  Blue  Shield  lobbyist 
Alan  P.  Spielman.  "Medicare  does  not 
cover  all  the  gaps."  Take  the  new  law's 
SI. 370  limit  on  out-of-pocket  payments  to 
physicians.  The  lid  does  not  apply  to  fees 


MEDIGAP  INSURANCE 
IS  A  HIGH-MARGIN  BUSINESS 


Company 

Claims  paid  as 

share  of  premiums' 

FEDERAL  HOME  LIFE 

47.2% 

GLOBE  LIFE 

50.8 

CONTINENTAL  CASUALTY 

52.9 

BANKERS  LIFE 

58.6 

COLONIAL  PENN 

59.6 

AVERAGE  OF  HEALTH  POLICIES"       60  0 

NEW  YORK  LIFE 

76.3 

PRUDENTIAL 

83.0 

BLUE  SHIELD  (PA.) 

105.5 

'  1987  loss  rare  for  certoin  pciices 
"Individuai  policies  oTher  Thon  medigap 

DATA:  GBiERAL  ACCOUNTING  OFFKI.  HEALTH  INSURANa 
ASSOCIATION  OF  AMERICA 


that  medicare  considers  to  be  too  hij 
Already.  Pmdential  Insurance  Co.  a 
Blue  Cross  &  Blue  Shield,  which  toge 
er  account  for  two-thirds  of  the  medig 
market,  sell  policies  that  cover  some  < 
cess  physician  charges  and  prescriptio 

Medigap  does  fill  holes  in  the  gove 
ment's  medical  safety-  net.  But  the  be: 
fit  is  tainted  by  abuses,  says  Don  Ga 
ner,  an  assistant  district  attoi*ney 
California's  Santa  Cruz  count}'.  Most 
peits  agree,  for  instance,  that  one  co 
prehensive  policy  is  enough  to  meet  ai 
one's  needs.  Yet  25''^  of  the  elderly  w 
neld  medigap  policies  in  1987  had  m( 
than  one.  according  to  the  Health  Ins^ 
ance  Association  of  America. 

Representative  Dingell  is  planning 
inveil  a  five-month  investigation  of  sa 
abuses  at  a  hearing  on  Apr.  26.  A  c( 
rral  focus  of  the  probe  has  been  Califi 
nia.  Bedrossian  Insurance  Agency  I: 
in  San  Jose,  for  instance,  is  coming 
trial  in  MslX  on  civil  charges  of  unf; 
and  unlawful  business  practices.  Cout 
prosecutors  allege  that  Bedrossian  pr 
sured  elderly  consumers  to  purchase  i 
necessary  medigap  policies.  T}-pical,  sa 
prosecutor  Gartner,  was  an  8.5-year-{ 
woman  who  spent  S13.000  on  14  polici 
over  two  yeai*s.  Agency  head  Berge  B( 
i-ossian  says  "they're  picking  on 
wrong  person"  because  his  firm  only 
:he  papenvork  for  independent  agenti  ;] 
FAILING  GRADE.  Some  lawmakers  wor  ' 
that  owners  of  only  one  policy  arei 
getting  a  good  deal  either.  The  reasc 
Rates  on  many  policies  have  soar« 
even  though  an  insui-er's  potential  e.x]: 
sure  for  hospital  and  phvsician  costs  \\ 
drop  from  S50.000  to  82,000  ne.xt  yec 
And  as  part  of  the  effort  to  curb  ru 
away  medical  costs,  the  law  will  requi  r 
that  premiums  be  set  low  enough  so  th  i 
at  least  60^^  of  premium  income  is  pa  ; 
out  in  claims.  More  than  half  of  the  me  ' 
igap  policies  reviewed  by  the  Genei 
Accounting  Ofiice  would  have  fail- 
that  test  (table). 

Industry  officials  respond  by  notii 
that  only  the  hospital  portion  of  cat 
strophic  coverage  went  into  effect  th 
year  and  that  premiums  for  that  portii 
dropped  by  12' f.  Insurei-s  blame  high 
premiums  on  rising  doctor  fees. 

Still,  seniors  are  upset  about  soarir 
health  care  costs,  including  the  incon 
surtax  they'll  pay  for  federal  catastrop 
ic  insurance.  About  1.6  million  elder 
will  pay  the  maximum — S800  a  year 
those  with  a  ta.xable  income  of  at  lea 
Slo.OOO.  But  instead  of  easing  that 
bite.  Congress  aims  to  assuage  elder 
votei*s  by  taking  a  stand  on  fraud 
claims  payout  standards.  If  Dingell  ge 
his  way.  medigap  insurers  may  have 
become  innovatoi-s  all  over  again. 

By  Susa?)  B.  Garland  in  U'ashingtc 


What  can  you  expect 

from  BellSouth 
beyond  the  South? 


IW9,  BellSouth  Corporanon 


Everything  you'd  expect 
from  a  leading  provider 
of  advanced  voice  and  data 
communications  systems. 

From  its  strong  telecommuni- 
cations roots  in  the  South , 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  across 
the  country  and  in  more  and  more 
places  around  the  world  with 
sophisticated  voice  and  data  com- 
munications systems  and  services. 

BellSouth  can  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth 
offers  products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Domestic  and  international 
marketing  and  support  organiza- 
tions are  already  in  place  and 
BellSouth  responsiveness  to  cus- 
tomers is  a  proven  fact. 

When  it  comes  to  voice  and 
data  communications  systems, 
BellSouth  can  provide  the  solutions 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BellSouth  call  1-800-522-2355. 


BELLSOUTH 


Eventhing  vou  expect  from  a  leader:^ 


"ELECOMMUNiCATIONS 


INFORMATION  SYSTEMS 


COMPUTERS 


SOFTWARE 


MOBILE  COMMUNICATIONS 


PUBLISHING 


BY  GENE  G.  MARCIAL 

FINDING  PLAYS 
WITHOUT 
FANCY  FOOTWORK 


Investment  managers  Russ  Fogler 
and  Ted  Aronson  use  what  they  call 
"unemotional  valuation"  in  picking 
stocks,  a  technique  that  isn't  designed 
to  spot  highly  speculative  takeover 
plays.  But  the  duo  did  bag  many  of 
last  year's  big  buyout  winners,  includ- 
ing Roper,  Grolier,  and  Federated  De- 
partment Stores.  In  this  year's  first 
quarter  they  did  it  again,  with  takeover 
targets  Shaklee,  Coleman,  and  Citizens 
&  Southern.  No  wonder  Philadelphia- 
based  Aronson  &  Fogler  piled  up  a  217' 
total  return  in  1988 — far  outpacing  the 
16.8%  earned  by  the  Standard  &  Poor's 
500-stock  index.  And  the  team's  first- 
quarter  return  of  11.3%  towered  over 
the  S&P  500's  4.3%. 

The  firm  started  five  years  ago  with 
only  about  $150,000  in  assets,  which 
have  grown  to  $150  million  thanks  to 
giant  gains  and  a  huge  increase  in  cli- 
ent accounts.  The  team  looks  for  com- 
panies with  "underutilized,  tangible" 
assets,  above-average  earnings  yield, 
and  a  competitive  management  with  a 
record  of  generating  "bankable  cash 
flow"  and  steady  profit  growth. 

Aronson  and  Fogler's  two  newest 
finds— Federal  Paper  Board  and  An- 
gelica— meet  all  these  tests. 

Federal  Paper,  the  second-largest 
U.  S.  producer  of  bleached  paperboard, 
pulp,  and  wood  products,  is  a  cyclical 
stock  for  investors  who  are  betting  on 
a  no-recession  scenario.  The  shares, 
currently  at  27,  trade  at  about  1.5 
times  book  value — far  below  the  s&P 
500's  price-to-book  ratio  of  2.4.  A  look 
at  earnings  also  makes  the  stock  a  bar- 
gain, says  Fogler.  Based  on  last  year's 
earnings  of  $3.04  a  share,  the  stock  has 
a  price-earnings  ratio  of  7.8,  vs.  the  S&P 
500's  12.2.  And  based  on  some  ana- 
lysts' estimated  1989  earnings  of  $4.20 
a  share,  the  p-e  is  6.4. 
BALANCING  ACT.  Fogler  says  Federal 
Paper'.s  management  has  reduced  debt 
and,  at  the  same  time,  improved  return 
on  equity.  He  notes  that  total  debt  has 
been  cut  from  $461  million  in  1986  to 
$380  million  in  1988,  allowing  the  com- 
pany to  pay  a  3.6%  dividend.  And  aver- 
age annual  return  on  equity  for.  the 
past  five  years  has  been  a  nifty  life 

Angelica,  a  St.  Louis  maker  of  uni- 
forms and  textile  products,  is  an  unrec- 
ognized value,  says  Aronson.  Its  stock, 


TWO  STOCKS  THAT 
BUYOUT  PROS  LIKE 
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currently  at  23,  has  not  risen  as  much 
as  Federal  Paper's.  Based  on  last 
year's  earnings  of  $1.79  a  share,  An- 
gelica has  a  p-e  of  12.8.  Based  on  this 
year's  estimate  of  $2.15,  its  p-e  is  10.6. 

Aronson  notes  that  management  has 
kept  total  debt  in  the  $21  million-to-$24 
million  range  during  the  past  10  years 
while  tripling  assets  to  $16  a  share. 
Angelica,  which  also  operates  a  nation- 
al chain  of  specialty  stores,  generates  a 
solid  cash  flow  of  about  $3  a  share  and 
pays  out  a  decent  dividend  of  3.4%. 
Although  both  Federal  and  Angelica 
are  shunned  by  the  buyout  crowd, 
Aronson  and  Fogler  say  the  companies 
are  "definitely  takeover  material." 


WHEELABRATOR'S 
WINDING  ROAD 


Investors  don't  have  much  affection 
for  a  company  whose  assets  have 
to  be  tracked  with  the  corporate 
equivalent  of  a  genealogical  tree. 
Wheelabrator  Group,  for  instance,  is 
still  trading  at  around  $7  a  share,  close 
to  where  it  started  last  year. 

Wheelabrator  Group  is  in  fact  the 
old  deal-oriented  Henley  Group,  which 
owns  a  diverse  array  of  companies. 
Henley  renamed  itself  Wheelabrator 
Group  in  December  and  formed  a  new 
Henley  Group.  Wheelabrator  Group 
then  spun  off'  the  stock  of  the  new 
Henley  Group  to  its  shareholders, 
keeping  just  10%.  Wheelabrator  Group, 
the  old  Henley,  also  retained  its  607' 
stake  in  Wheelabrator  Technologies,  a 
waste-recycling  company. 

Wheelabrator  Technologies  operates 
nine  waste-to-energy  recycling  plants 
and  has  five  more  under  construction. 


The  betting  among  takeover  pros  i 
that  Wheelabrator  Technologies,  nJ 
trading  at  around  $24  a  share,  vl 
merge  with  Wheelabrator  Group.  Wcj 
is  that  once  the  two  Wheelabratcl 
merge.  Waste  Management,  whil 
owns  about  22%  of  Wheelabrator  TeJ 
nologies,  will  go  after  the  combinj 
companies.  Waste  Management,  tj 
nation's  largest  solid-  and  nuclei 
waste  disposal  company,  already  hi 
an  agreement  for  Wheelabrator  Te% 
nologies  to  acquire  or  lease  sites 
Waste's  landfills  for  Wheelabratcl 
refuse-to-energy  facilities.  I 
Barry  Mannis,  an  analyst  at  Shel 
son  Lehman  Hutton,  notes  that  a  col 
bined  Wheelabrator  Group/Techn| 
ogies  would  have  a  market  value 
about  $1  billion.  It  would  be  a  h\ 
widely  held  stock  in  the  pollution-cJ 
trol  sector,  says  Mannis.  All  three  coj 
panies  declined  comment. 


WILL  PLASTI-LINrS 
PARTY  GO  PRIVATE? 


Plasti-Line  is  in  the  sign  busines 
It  supplies  huge  outdoor  sig 
to  auto  makers  and  dealers,  g£ 
oline  stations,  and  fast-food  resta 
rants.  But  few  on  the  Street  are  loc 
ing  at  the  stock.  That  could  be 
mistake.  Corporate  insiders  continue 
buy  Plasti-Line  shares,  which  current 
trade  at  11,  up  from  a  1988  low  of  I 
"Business  has  been  surging,"  sa 
investment  adviser  Glenn  Cutler.  I 
believes  that  management  is  preparii 
to  take  the  company  private.  Why  el 
would  insiders  be  buying,  he  not( 
when  management  and  directors  i 
ready  own  about  71.5%  of  the  stoc: 
The  biggest  holder  is  Plasti-Line  Pre 
dent  and  CEO  Jim  Martin,  who  ow 
51%.  Says  John  Cantlin,  vice-preside: 
for  finance:  "All  I  know  is  that  t 
stock  is  a  good  growth  investment." 

Plasti-Line  has  been  acquiring  mai 
smaller  sign-making  outfits  to  increas 
production  and  sales.  The  company  'IQFC 
principal  customer  is  General  Motor 
which  accounted  for  20%  of  revenue 


tl 


last  year.  That's  expected  to  rise 
about  30%  this  year.  ' 

The  Knoxville  (Tenn.)  company  pos 
ed  earnings  of  71$  a  share  last  year- ... 
up  sharply  from  43?  in  1987 — and  rev  ' 
nues  rose  to  $76.5  million  from  $6i 
million.  For  1989,  sales  are  projected 
jump  to  $85.9  million,  and  earning 
could  leap  to  $1.15  a  share.  Says  Cu  -Hep 
ler:  "Given  the  robust  business  tl 
company  has  been  having,  we  expei 
the  stock  to  climb  into  the  20s." 


k 
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Will  the  health  care  developments  of  the  future 
ave  more  to  do  with  saving  money  than  with 
3ving  lives? 

At  the  rate  medical  costs  are  rising,  there's  no  telling 
3w  far  a  company  will  have  to  go  to  save  money. 
That's  why  CIGNA  is  doing  something  different.  At 
18  CIGNA  companies,  we  firmly  believe  that  the 
uality  of  health  care  must  not  be  reduced  along 
'ith  costs.  Last  year,  we  saved  our  clients  over  $600 
lillion  through  our  medical  cost  containment  pro- 
rams.  And  that's  in  a  year  when  national  health 
sending  increased  dramatically. 
Yet  we  demonstrated  that  we're  equally  commit- 
Jd  to  providing  high  quality  care.  Our  case  man- 
gement  approach,  for  example,  not  only  reduces 
osts,  but  can  actually  improve  the  quality  of  care, 
/e  may  recommend  transferring  a  patient  to  a  spe- 
ial  facility  that  costs  more  on  a  daily  basis,  but 
ecause  that  patient  is  receiving  more  appropriate 
ore,  the  stay  is  shorter  and  the  net  cost  is  less. 


While  a  "new"  concept  to  most  companies,  case 
management  has  been  in  practice  at  the  CIGNA 
companies  for  over  17  years.  In  fact,  we're  the  top 
provider  in  the  U.S.  for  medical  management  and 
rehabilitation  services. 

And  since  we're  a  single  source  for  a  full  spectrum 
of  medical  care  and  dental  options,  we  can  help 
companies  plan  very  cost-efficient  programs.  Pro- 
grams ranging  from  HMOs  to  group  indemnity  cover- 
ages to  plans  that  combine  the  advantages  of  both. 

At  CIGNA,  we're  as  concerned  about  the  right  core 
as  we  ore  about  the  bottom  line.  And  we  con  help 
you  with  both.  Write  the  CIGNA  Companies,  Dept. 
R15,  One  Logan  Square,  Philadelphia,  PA  19103. 

Striking  the  right  balance  between  managing 
costs  and  maintaining  high 
quality  health  care.  It's  one 
more  example  of  CIGNA's 
commitment  to  personal- 
ized service  to  business. 


CIGNA 


oris  Business 
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GOLF  I 


THE  GOLF  CLUB  WITH 
A  HANDICAP  ALL  ITS  OWN 


The  PGA  Tour,  for  one,  will  ban  Karsten  Solheim's  Ping  irons 


As  he  drives  to  opening  day  at  the 
Turquoise  Classic  golf  tourna- 
ment in  Phoenix,  Karsten  Sol- 
heim  is  a  little  nervous.  "I  forgot  my 
parking  badge,"  mutters  the  chairman 
of  Karsten  Manufacturing  Corp.,  maker 
of  Ping  golf  equipment.  "We  might  have 
trouble  getting  in."  Not  exactly.  The  sec- 
ond Solheim  steers  his  shiny  white  BMW 


Tour  Inc. — plan  to  outlaw  the  clubs  in 
professional  competition  starting  next 
January. 

The  Tour's  reasoning:  Square,  or  U- 
shaped,  grooves  enable  pros  to  put  so 
much  spin  on  the  ball  that  they  can  con- 
trol their  shots  from  even  the  most  try- 
ing positions — such  as  deep,  wet  grass. 
Tour  officials,  being  purists,  feel  those 


should  I?"  he  asks.  "When  it's  all  :^ 
and  done,  the  USGA,  the  PGA,  and  mygf 
will  all  be  in  agreement."  By  wayBl 
demonstration,  Solheim  grabs  a  scraj 
paper  and  scribbles  diagrams  "provi 
that  his  clubs  actually  comply  with  U 
regulations.  His  argument:  The  r 
makers  are  measuring  from  a  diffei 
point  on  the  grooves  than  he  is.  To  s 
port  his  case,  he  has  led  an  all-out 
sault  on  the  sporting  press,  bombarc 
editors  with  news  releases  and 
chures  stating  his  way  is  right. 
FED  UP.  Sorry,  Karsten.  The  rulemai 
say  they  do  not  intend  to  back  down 
this  issue.  And  your  competitors — m 
of  whom  are  making  clubs  with  squ 
grooves  that  comply  with  USGA  reg 
tions — are  starting  to  get  fed  up 
your  efforts.  "Whether  the  USGA  is  ri 
or  wrong,  we  have  to  support  it,"  s 


WHY  SQUARE  GROOVES 
WORK  BETTER 


SOLHEIM:  IS  HE  "PROMOTING  ANARCHY  BY  NOT  ADHERING  TO  THE  RULES 


into  the  lot,  the  gate  attendant  leaps  off 
his  stool  to  offer  a  hero's  welcome. 
"Good  to  see  you,  Mr.  Solheim!"  he  hol- 
lers, waving  the  car  toward  a  reserved 
parking  space.  "Come  on  in!" 

Solheim,  77,  should  know  better  than 
to  think  he  would  go  unrecognized — at 
least  in  golfing  circles.  His  Phoenix  com- 
pany is  the  Apple  Computer  Inc.  of  golf: 
Founded  in  his  garage,  where  he  first 
made  putters  for  himself,  Karsten  Man- 
ufacturing has  blossomed  into  a  busi- 
ness with  annual  sales  of  more  than 
$110  million.  Its  Ping  Eye  2  clubs  are  the 
top-selling  single  brand  in  the  world, 
with  more  than  2  million  sets  in  use. 
RULES  ARE  RULES.  But  the  Ping  success 
story  is  only  part  of  the  reason  for  Sol- 
heim's high  profile  these  days:  His  Eye 
2s  are  at  the  center  of  what  might  be 
golf's  most  bitter  debate  ever.  Because 
of  the  square  grooves  on  the  club's  face 
(diagram),  both  of  golf's  most  powerful 
bodies — the  U.  S.  Golf  Assn.  and  the  PGA 


shots  ought  to  be  more 
difficult.  The  USGA, 
meanwhile,  has  no  gripe 
with  square  grooves. 
But  it  says  the  Eye  2's 
grooves  are  too  close  to- 
gether. They  only  miss 
USGA  regulations  by 
about  a  hair's  width,  but 
a  rule  is  a  rule.  So  as  of 
January,  1996,  the  club 
will  not  be  allowed  in 
any  amateur  tournament 
that  follows  USGA 
rules — which  would  in- 
clude nearly  every  local  championship 
and  country  club  event. 

The  rulings  are  clearly  a  thorn  in  Sol- 
heim's side.  After  all,  who  wants  to  shell 
out  $650  to  $850  for  a  set  of  clubs  that 
will  eventually  become  illegal?  Yet  Sol- 
heim, as  stubborn  as  he  is  innovative, 
insists  he  has  no  plans  to  replace  the 
Eye  2  with  clubs  that  conform.  "Why 


Grooves  collect  molstun 
and  gross  when  a  playe 
hits  out  of  the  rough. 
Since  square  grooves 
trap  more  debris  than  V 
shaped  grooves,  the  ciu 
face  stays  cleaner  and 
allows  more  friction  be- 
tween club  and  ball.  Thi 
puts  more  spin  on  the 
boll,  making  it  stop  mon 
quickly  when  it  lands. 


James  Hansberg 
president  of  rival  R 
Golf  Corp.  and  a  lo 
time  friend  of  Solhein 
"I  believe  Karsten  is  p 
moting  anarchy  by 
adhering  to  the  rules." 

If  Solheim  is  an  anarchist,  he  is 
most  unlikely  one.  The  son  of  a  Seaf 
cobbler,  he  spent  more  than  20  years 
a  mechanical  engineer — 14  of  thi 
working  on  electronic  guidance  syste 
and  computers  at  General  Electric  < 
During  that  time  he  became  an  a 
golfer.  But  because  he  could  not  mas 
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This  quill  was  hand  sculpted  with  Georgia-Pacific 


Gepraa-Pacilic, 

re  fbSieringour  nest  with  over  $800  iniUion  in  printing  paper  sales. 

Georgia-Pacific  has  now  become  one  of  the  world's 
largest  suppliers  of  uncoated  printing  and  writing  paper. 

Already  we  have  one  of  the  world's  largest  white 
paper  machines,  that  produces  over  650  tons  per  day.  And  with 
our  new  machine  in  Port  Hudson,  Louisiana,  now  on  line,  we  are  well 
positioned  to  become  an  even  more  influential  competitor  in  a  market 
that  is  expected  to  grow  at  a  rate  twice  that  of  the  GNP. 

Containerboard.  Packaging.  Tissue.  Market  pulp.  Printing  and 
writing  papers.  Combined,  they  generated  nearly  $3.5  billion  in 
sales  and  upwards  of  $600  million  in  operating  profits  in  1988. 

And  considering  the  way  things  are  going,  pulp  and  paper 
will  continue  to  be  a  highly  profitable  feather  in  our  cap  for  many 


years  to  come. 


989  Georgia-Pacific  Corporation. 
I  Rights  Reserved.  . 


Georgia-F^cific  ^ 

Savvy  ftom  the  ground  up! 


CHINA  BUSINESS  FOR  THE  1990'S: 
CHALLENGES  AND  OPPORTUNITIES 

Shangri-La  Hotel,  Beijing,  China 
June  6-9,  1989 


U.S.  Sponsors: 

-  Columbia  University 

-  Business  Week/China 

•  Falcon  Shipping  Group 

-  SAT  Int'l  Conference  Center: 
CO-Sponsors: 

-  Whitman  &  Ransom 

-  SinoChem  (USA),  Inc. 

-  Economy  &  Law  Press,  Hong  Kong 

-  Business  Opportunities,  Singapore 
U.S.  Chairmen: 

-  The  Honorable  de  la  Garza 
Chairman,  House  Agriculture  Committee 

-  Kathie  Wei 

Chairman,  Falcon  Shipping  Group 
U.S.  Advisory  Committee  includes: 

-  The  Honorable  William  Verity 
Secretary  of  Commerce 

-  The  Honorable  Elliot  Richardson 
Former  Cabinet  Member 

-  Earl  S.  Moore,  Jr. 

Vice  President-International,  Business  Week 


Chinese  Sponsors: 

-  Ministry  of  Foreign  Economic  Relations  and  Trade 
(MOFERT) 

-  Research  Center  for  Economic,  Technological  and 
Social  Development, 

State  Council  (Chinese  Government) 
Chinese  Chairmen: 

-  The  Honorable  Zheng  Tuobin 
Minister  of  MOFERT 

-  The  Honorable  Ma  Hong 

Vice  Chairman,  Finance  Committee,  National 
People's  Congress  (NPC) 
Chinese  Advisory  Committee  includes: 

-  Vice  Ministers  of  Machinery,  Electronics,  Energy, 
State  Plsmning,  Mayor  of  Shanghai,  and  CEOs  of 
the  central  bank,  Air  China,  major  manufacturers 
and  foreign  trade  corporations 


SEMINAR  ON  CHINESE  ECONOMIC  LAWS 

Shangri-La  Hotel,  Beijing,  China 
June  9-12,  1989 

Sponsored  by:  The  Institute  of  Law,  China  Academy  of  Social  Sciences 

Honorary  Chairman:     Zhang  Youyu     Honoreiry  Chairman,  China  Law  Society 
Chinese  Advisory  Committee  includes: 

-  Gu  Angran    Vice  Chairman,  Committee  of  Legal  Affairs,  NPC 

-  Ma  Yuan    Vice  Chairman,  Supreme  Court  of  PRC 

-  Wang  Zhongfang     President,  China  Law  Society 
U.S.  Advisory  Committee  includes: 

-  George  Seward    Honorary  Life  President,  Int'l  Bai"  Association 

-  Jerome  Cohen     Paul,  Weiss,  Rifkind,  Wharton  &  Garrison 

-  Hugh  Mo      Partner,  Whitman  &  Ransom 


Registration  fees: 

1.  Business  Conference:  $600 

2.  Law  Seminar:  $450 

3.  Special  Offer  (1  &  2):  $800 


Contact:  Gary  Wu     Executive  VP 

SAT  Int'l  Conference  Center 
19  W.  34  St.,  Suite  809 
New  York,  NY  10001,  USA 
Tel:  212-643-0720 
Fax:  212-643-0726 


SAT  INTERNATIONAL  CONFERENCE  CENTER 


leane  J.  Kirkpatrick 

Former  U.S.  Representative  to  the 
United  Nations,  Insight  reader 


Jeane  Kirkpatrick,  author,  professor, 
stateswoman  and  mother  of  three,  also 
reads  Insight  magazine. 

She's  one  of  the  leaders,  influencers 
and  decision  makers  who  read  Insight 
magazine  every  week. 

In  fact,  according  to  a  Simmons  survey. 
Insight  reaches  the  highest  concentration 
of  affluent  readers  of  any  national 
newsweekly. 

And  it  doesn't  get  lost  in  the  in-box.  It 
gets  read.  Circulation  is  over  a  million.  And 
readership  is  nearly  four  times  that  high. 

Why  does  leane  Kirkpatrick  read 
Insight^ 

"I  learn  things  from  Insight  which  I  don't 
learn  from  other  weeklies.  And  I  think  it 
provides  what  it  promises  — namely  insight 
on  important  world  events." 

If  you  want  advertising  results  that 
are  more  than  just  typical,  ask  your 
agency  about  Insight.  Or  if  you're  with 
an  agency  call  us. 

In  New  York,  our  representative  is  )ack 
Mandable  at  212/599-1730.  In  Chicago, 
call  Dick  Weithas  at  312/346-8810.  In  De- 
troit, call  Craig  Rebold  at  313/354-5050.  In 
Los  Angeles,  call  Bill  Bauer  at  213/820-1550. 


Tall^  to  the 
powers  that  be. 


Mom. 


nformation  Processin 


putting,  he  designed  his  own  putters, 
which  he  called  Ping  because  of  the 
sound  they  made  when  striking  the  ball. 
The  club's  secret:  even  weight  distribu- 
tion, which  helps  shots  go  straight  even 
on  miss-hits.  He  has  based  the  design  of 
his  other  clubs,  including  the  Ping  Eye 
2,  on  the  same  principle.  With  a  $1,100 
bank  loan — his  only  debt  to  date — he 
went  to  work  in  his  garage  in  1961.  Six 
years  later  he  quit  GE  to  make  clubs  full 
time. 

TINKERING  AROUND.  Despite  Solheim's 
success  with  Ping  Eye  2s  and  putters,  he 
hasn't  had  great  luck  in  other  parts  of 
the  game.  His  wood.s — used  for  driving 
the  ball  longer  distances — have  captured 
less  than  10%  of  the  market,  and  his  golf 
balls  have  well  less  than  a  1%  share. 
Bring  this  up,  however,  and  Solheim  af- 
fects a  look  of  total  unconcern.  "We  sell 
all  we  make,"  he  says.  "I've  never  had 
any  ambition  to  do  more  than  that." 

Karsten  Manufacturing,  of  which  he 
is  sole  owner,  now  has  1,700  employees 
and  ships  more  than  12,000  clubs  a  day. 
As  it  has  grown,  Solheim's  golf  handicap 
has  suffered.  It's  now  around  18 — from 
a  low  of  five.  But  there's  one  thing  suc- 
cess hasn't  changed:  his  love  of  an  audi- 
ence. "It's  hard  to  eat  dinner  with  Kar- 
sten," says  golf  pro  Doug  Tewell.  "He's 
always  taking  your  knife  and  fork  and 
balancing  them  on  each  other  to  prove 
some  point  about  physics."  He  also  de- 
mands perfection  in  just  about  every- 
thing. During  last  year's  Masters  tour- 
nament, recalls  a  friend,  the  coffee  at  a 
local  restaurant  was  a  little  too  acid  for 
Solheim's  taste.  So  he  marched  into  the 


'We  sell  all  we  make,' 
says  Solheim.  'I've  never 
had  any  ambition  to  do 
more  than  that.' 


kitchen  to  explain  how  to  brew  it  the 
proper  way. 

Eventually,  Solheim  will  have  to  re- 
tire, and  among  employees  there  is  some 
concern  about  the  company's  future 
when  he  does.  His  three  sons — Louis, 
Allan,  and  John — all  work  for  him,  and 
Solheim  insists  they  will  be  well 
ecjuipped  to  take  over.  But  for  now  he  is 
still  going  strong.  On  a  typical  day  he 
can  be  found  doing  everything  from 
grinding  club  heads  in  the  machine  shop 
to  tinkering  with  new  designs  on  his 
computer.  It's  Solheim's  idea  of  para- 
dise. "I  couldn't  ask  for  anything  bet- 
ter," he  says.  "People  love  my  clubs,  and 
they're  hapi)y."  He's  right,  with  an  im- 
portant exception:  the  rulemakers. 

By  Peter  Finch  in  Phoenix 


COMPUTERS  I 


CONTROL  DATA  STRUGGLES 
TO  GET  BACK  IN  CONTROL 


The  company  is  cutting  back  on  its  assets  and  ambitions 


For  Control  Data  Corp.,  it  was  a 
painfully  pragmatic  decision:  Shut 
down  its  ambitious  ETA  supercom- 
puter subsidiary,  shrink  its  mainframe 
business,  and  stop  pouring  hundreds  of 
millions  down  a  sinkhole.  "We  ran  out  of 
time,  and  we  ran  out  of  money,"  says 
CDC  Chairman  and  Chief  Executive  Rob- 
ert M.  Price.  And  CDC,  the  inventor  of 
the  supercomputer  and  once  the  leader 
in  scientific  computers,  may  have  run 
out  of  chances  to  ever  again  play  an 
eminent  role  in  the  industry.  "It's  the 
closing  of  an  era,"  says  Don  Young,  an 
analyst  at  Sanford  C.  Bernstein  &  Co. 
and  a  longtime  CDC  follower. 

The  Apr.  17  decision  also  marks  the 
ascendance  of  Lawrence  Perlman,  CDc's 
new  president  and  chief  operating  offi- 
cer, who  already  seems  to  be  acting 
more  like  its  CEO.  Perlman  pushed  for 
tough  action  on  f:TA  Systems  Inc.  and 
the  layoff  of  3,100  CDC  employees,  about 
10'a  of  its  work  force.  A  lawyer-  by  train- 
ing with  no  previous  connection  to  CDC's 
computer  operations,  he's  demanding 
"consistent  profits" — nostalgia  be 
damned.  But  he  must  soon  plot  a  plausi- 
ble future  for  what's  left  of  CDC  before 
bankers  and  investors  do  it  for  him. 

After  overseeing  three  years  of  halt- 
ing turnaround  efforts.  Chairman 
Price's  influence  seems  to  be  waning. 
His  dream,  for  CDC  to  regain  its  market 
lead  in  powerful  computers  used  by  sci- 


iierizei 


■.'le  m 

IMS 


entists  and  engineers,  is  shattered.  N 
he  concedes,  the  company's  best  hop^ 
its  profitable  service  businesses  such 
market  researcher  Arbitron  and  com{ 
er  maintenance.  In  computer  sales,  ( 
also  plans  a  service-oriented  approach 
will  focus  on  a  few  industries  and 
phasize  systems  integration — install 
computer  systems  using  products  m; 
by  many  different  suppliers. 
SCROUNGING  FOR  A  BUYER.  For  Pr 
that's  a  humbling  change.  A  28-year  ( 
veteran,  he  had  been  right-hand  man 
William  C.  Norris,  CDC's  legend; 
founder.  When  Norris  retired  in  1986 
chose  Price  to  rescue  CDC  from  the  pr 
lems  created  by  Norris'  forays  into  c 
ens  of  unrelated  ventures.  Price  ide 
fied  ETA  Systems  as  his  best  shot, 
thought  the  tiny  supercomputer  sub; 
iary,  which  had  been  set  up  in  19 
could  compete  with  market  leader  C: 
Research  Inc.  Instead,  ETA  stumbled  ; 
never  got  back  on  its  feet.  It  ate  up 
least  $238  million  at  a  time  when 
was  having  trouble  paying  its  short-te 
bank  loans. 

Price  insists  that  eta  has  beenpdiin 
"technological  success,"  but  it  ne 
proved  that  in  the  market.  ETA  failed 
solve  some  fundamental  software  pr 
lems  and  has  sold  just  34  eta  comp 
ers — only  seven  of  them  the  most  pow 
ful  models  capable  of  competing  w 
Cray.    Last   summer.    Price  beg 
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unging  for  a  buyer  or  joint-venture 
ner  for  the  subsidiary,  to  no  avail, 
lutting  down  ETA,  paying  severance 
'orkers,  and  disposing  of  assets  will 

CDC  $350  million.  The  expense  of 
ig  off  about  2,300  other  employees 

raise  the  company's  write-down  to 

million,  resulting  in  a  sizable  loss  in 
second  quarter.  But  CDC  says  it  ex- 
s  to  turn  a  profit  in  the  second  half. 

the  wake  of  ETA's  demise,  analysts 

industry  watchers  speculate  that 
9  may  retire  by  yearend,  perhaps  to 
id  more  time  at  his  Minnesota  farm, 
sn't  discouraging  the  rumors:  When 
■d  at  a  press  conference 

long  he  expected  to  re- 
1  CEO,  he  said:  "There  are 
•uarantees  in  life." 
HY  DAYS.  Whoever  leads 

will  have  little  room  to 
euver.  Analysts  figure 
restructuring  charges  will 
I  out  the  company's  cash 

leave  it  scrambling  for 
million  to  $200  million 
3.  After  CDC  reached  the 
k  of  technical  default  on 
ting  loans,  it  managed  to 
■eze  $30  million  from  its 
cs  to  last  through  May. 

even  if  it  can  get  new 
ncing,  analyst  Young 
,  CDC  probably  can't  avoid 
•t  sales.  Ticketron,  the 
puterized  ticketing  ser- 

could  fetch  $100  million  and  is  most 
y  to  go.  But  the  company  is  ruling 
ling  out. 

eanwhile,  the  mainframe  business 
t  be  fixed.  The  trick  will  be  to  pare  it 
n  to  profitable  size  and  intensify  the 
s  on  narrower  niches — without  los- 
loyal  customers.  One  positive  sign  is 
the  market  for  CDC's  scientific 
iframes  is  currently  growing  at 
it  117'  annually — or  twice  the  rate  of 
overall  mainframe  business,  accord- 
to  Young.  He  figures  that  a  well-run 


CDC  mainframe  operation  could  throw 
off"  up  to  $150  million  in  cash  annually 
over  the  next  several  years. 

CDC's  systems  integration  strategy  is 
more  of  a  gamble.  That's  a  market  tar- 
geted by  just  about  every  big  computer 
maker  as  well  as  by  specialists  such  as 
Electronic  Data  Systems.  CDC  hopes  that 
its  expertise  in  technical  areas  will  set  it 
apart.  The  company's  systems  integra- 
tion revenues  have  nearly  doubled  in  the 
past  three  years.  But  CDC  won't  say  how 
big  the  business  is. 

This  is  all  a  far  cry  from  CDC's  glory 
days.  As  recently  as  the  late  1970s,  its 


one  of  the  industry's  strongest  players. 

But  it  was  harder  to  revamp  comput- 
ers. That  task  went  to  Thomas  C.  Rob- 
erts, a  Schlumberger  Ltd.  veteran  hired 
in  1985.  Despite  efforts  to  make  the  op- 
eration more  efficient,  production  sched- 
ules kept  slipping.  For  example,  for  sev- 
eral years  customers  have  been  asking 
the  company  to  adopt  the  Unix  operat- 
ing system,  the  basic  software  that  is 
becoming  an  industry  standard,  for  all 
its  machines.  But  the  package  won't  be 
ready  for  another  year. 

At  a  time  when  CDC  needed  an  all-out 
team  effort,  moreover,  Roberts  had 
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CDC  AT  A  GLANCE: 
TROUBLE  WITH  COMPUTERS 
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scientific  computers  dominated  the  mar- 
ket. By  the  time  Price  took  charge  in 
1986,  however,  the  company  was  in  dis- 
array. It  was  on  its  way  to  losing  $281 
million  after  a  $563  million  loss  in  1985. 
With  Norris  pushing  CDC  to  invest  in 
money-losing  projects  such  as  windmill 
farms  and  inner-city  factories  to  fulfill 
"society's  unmet  needs,"  management 
took  its  eye  off  the  computer  business. 
CDC  failed  to  keep  up  with  rivals,  and 
customers  switched  suppliers.  CDC's 
share  of  the  mainframe  market  fell  from 
3.9%  in  1982  to  2.27^  today, 
according  to  International 
Data  Corp. 

STILL  WAITING.  Price  did  have 
his  successes.  He  sold  off  bits 
of  Norris'  creaky  empire  and 
sharpened  the  company's  fo- 
cus on  computers  and  infor- 
mation services.  He  put  Perl- 
man,  then  a  novice  in  the 
technology  business,  in 
charge  of  reviving  the  compa- 
ny's ailing  disk-drive  unit.  The 
onetime  corporate  counsel  had 
already  spruced  up  CDC's 
Commercial  Credit  Corp.  sub- 
sidiary, which  CDC  then  sold 
for  $843  million.  Perlman  then 
transformed  the  disk-drive  op- 
eration, now  known  as  Impri- 
mis, from  a  money-loser  into 
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trouble  working  with  other  CDC  manag- 
ers. "He  was  brilliant,  but  he  wouldn't 
take  anyone's  advice,"  says  a  former 
CDC  executive  who  worked  for  Roberts. 
He  seemed  particularly  at  odds  with 
Carl  S.  Ledbetter,  the  former  IBM  execu- 
tive who  headed  ETA.  CDC  insiders  say 
that  Roberts,  who  resigned  in  Decem- 
ber, thought  the  effusive  Ledbetter  was 
hogging  the  limelight.  He  demoted  Led- 
better and  made  him  report  to  an  inter- 
mediary. Now  Ledbetter  has  been  as- 
signed to  find  new  uses — or  buyers — for 
technology  developed  at  ETA. 
DRAINED.  By  late  1988  losses  at  ETA  and 
in  the  mainframe  business  put  the  entire 
company  in  jeopardy.  CDC's  cash  had 
shrunk  from  $301  million  to  $31  million. 
CDC  finished  the  year  earning  only  $1.7 
million  on  $3.6  billion  in  revenues.  And 
Wall  Street  began  talking  takeover. 
CDC's  directors,  one-third  of  them  new 
since  1985,  gave  the  president's  chair  to 
Perlman  in  December  and  charged  him 
with  fixing  up  the  computer  business. 

Although  drained  by  his  struggle, 
Price  doesn't  seem  unhappy  with  the 
new  arrangement.  "My  ambition  is  to 
get  out  of  the  papers,"  Price  said  recent- 
ly. "I'm  perfectly  content  to  let  [Perl- 
man] have  the  publicity."  At  least  Price 
has  someone  to  share  the  hot  seat. 

By  Russell  Mitchell  in  Blooming  ton, 

Minn. 
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UMAN  GENE  THERAPY:  AFTER  A  LOT  OF 
lOKING,  NOW  THE  LEAP   


i  first  use:  Putting  altered  cells  into  a  patient  to  improve  a  promising  cancer  treatment 


1985  the  National  Institutes  of 
lealth  decided  that  scientists  had 
jarned  enough  about  altering  genes 
>gin  accepting  proposals  for  the  first 
riments  on  humans.  Modified  hu- 
cells  promised  cures  for  a  range  of 
ditary  diseases,  from  sickle-cell  ane- 
to  Tay-Sachs.  A  team  headed  by  W. 
eh  Anderson  at  the  National  Heart, 
r  &  Blood  Institute  proposed  to  use 
'tically  modified  human  bone  mar- 
to  treat  a  patient  with  a  genetic 
ise  called  ADA  deficiency.  That  he- 
ary  immune  deficiency  leaves  its 
ms  so  prone  to  infection  that  they 
t  live  in  near-total  isolation, 
it  the  scientists  voted  not  to  submit 
•  proposal — they  still  weren't  sure 
their  scheme  would  work.  Several 
ithorized  experiments  conducted  in 
r  countries  had  gained  nothing  but 
imands  for  the  U.  S.  scientists  in- 
ed.  So  only  now  is  Anderson  about 
nake  the  NiH-approved  attempt  to 
i  modified  human  cells  into  a  pa- 
,.  And  the  goal — improving  a  promis- 
;ancer  treatment — signals  a  new  ap- 
ch  to  gene  therapy, 
edifying  bone-marrow  cells  remains 
aim  of  many  scientists.  Because 
e  cells  continually  divide  to  replenish 
blood,  they  could  manufacture  a 
dy  flow  of  cells  that  produce  bor- 
es, enzymes,  or  other  substances 
ing  in  the  patient's  body.  If  they 
eed.  cures  for  all  sorts  of  genetic 
;iencies  would  be  a  step  away.  But 
erson  and  others  now  see  promise  in 
ring  more  easily  manipulated  cells 
could  deliver  proteins  and  hormones 
'eat  a  wider  variety  of  scourges  like 
!er,  AIDS,  and  heart  disease.  "All  of  a 
ien  the  pie-in-the-sky  stuff  people 
i  been  hearing  about  for  years  is 
)ming  a  reality,"  says  Anderson, 
'orking  with  Genetic  Therapy  Inc.  in 
hersburg,  Md.,  Anderson  and  NIH 
iagues  Steven  Rosenberg  and  Mi- 
i\  Blaese  v/ill  inject  a  patient  with  the 
■ent's  own  cancer-fighting  white 
id  cells.  Those  cells  will  carry  an  ad- 
mal  bacterial  gene,  inserted  by  the 
'archers,  that  will  act  as  a  tag.  That 
allow  Rosenberg  to  identify  the  cells 
.  are  best  at  destroying  tumors. 


3E  &  TECHNOLOGY 


The  NIH  is  proceeding  cautiously  with 
the  still-controversial  experiment.  A  try- 
ing series  of  government  safety  and  eth- 
ics reviews  held  up  the  experiment  for 
more  than  a  year.  "I  can't  think  of  any 
other  proposal  in  the  history  of  biomedi- 
cal science  that  has  been  subject  to  such 


GENES  FIGHTING  CANCER 
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THE  GENE  FOR  AN  ANTI- 
CANCER SUBSTANCE 
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thoroughgoing  scrutiny,"  says  LeRoy 
Walters,  director  of  the  Center  for 
Bioethics  at  Georgetown  University's 
Kennedy  Institute  of  Ethics.  "If  we  drop 
the  ball  and  do  something  stupid,  it 
could  set  back  the  whole  field,"  admits 
NIH's  Anderson. 

If  the  experiment  goes  as  planned,  it 
will  allow  Rosenberg  to  enhance  his 
strategy  for  attacking  tumors.  Under 
this  approach,  researchers  remove  sec- 
tions of  tumor  from  a  patient  and  isolate 
antitumor  cells  called  tumor-infiltrating 
lymphocytes  (TiLs).  The  TiLs  are  grown 
in  the  presence  of  interleukin-2,  a  sub- 
stance that  stimulates  them  to  divide 
and  become  more  potent.  They  are  then 
injected  back  into  the  body,  where  they 
seek  out  and  destroy  cancer  cells. 

The  treatment  doesn't  always  work, 
however.  One  problem,  says  Rosenberg, 
is  that  "TILS  include  a  lot  of  difi'erent 
kinds  of  lymphocytes.  We  don't  know 
which  kinds  are  the  most  eff'ective."  The 
NIH  tagging  experiment  should  help  him 
identify  the  most  powerful  cells. 
AIDS  DECOY.  Next,  it  may  be  possible  to 
soup  up  the  TILs  by  adding  genes  that 
cause  the  cells  to  make  anticancer  sub- 
stances. The  transfer  is  accomplished  by 
attaching  the  desired  gene  to  a  so-called 
retrovirus,  which  then  splices  the  gene 
into  the  cells'  dna  as  it  infects  them.  In 
the  lab,  the  researchers  have  successful- 
ly inserted  the  genes  for  natural  cancer 
fighters  such  as  tumor  necrosis  factor 
and  interferon  (illustration).  Rosenberg 
says  he  hopes  to  apply  for  approval  for 
human  experiments  later  this  year. 

Optimistic  that  the  technology  is 
about  to  be  applied,  three  companies  de- 
voted to  gene  therapy  have  sprung  up  in 
the  past  two  years,  and  more  may  be  on 
the  way.  "We  and  the  others  are  just 
reaching  the  point  where  real  product 
development  can  take  place,"  says  Greg 
Phelps,  CEO  of  San  Diego's  Viagene  Inc. 

Cancer  is  not  their  only  target.  At  Via- 
gene, for  example,  researchers  have 
their  sights  on  AIDS.  Their  approach  is  to 
put  genes  into  cells  that  make  them 
more  susceptible  to  existing  drugs.  One 
possible  candidate:  antiviral  compounds 
such  as  Burroughs-Wellcome  Co.'s  AZT. 
Meanwhile,  researchers  at  Genetic  Ther- 
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special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Market-Place  provides 
an  ideal  Showcase'  for  advertisers  who  have 
products  or  services  that  appeal  to  Business 
Week's  more  than  6.2  million  responsive  readers. 

For  rates  and  information  mail  the  coupon  below, 
or  call  Louisa  Lamperis  (31 2)  337-3090 


MAIL  COUPON  TODAY 
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BUSINESS  WEEK  MARKET-PLACE 
100  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  

Company  

Address  

City  


State . 


Zip. 


I 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


HiARKnrLm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 


Business  Opportunities 


Your  Money  Rolls  In  With  Our 
Food  Carts  And  Trucks 

LOW  STARTUP  COSTS,  HIGH  EARNINGS. 
HOT  FOOD.  HOT  DOG,  AND  ICE  CREAM 
CARTS,  TRAILERS  &  TRUCKS  AVAILABLE 

Westrock  Vending  Vehicles  Corp. 

1565  Fifth  Industrial  Court  •  Baystiore,  NY  11706 
%^         800-831-3166  •  NY  516-666-5252 


NEW  PLANTERS 
lOT  ROASTED  PEANUT 

ing  Machines  Ground  Floor  Op- 
nity  To  Be  The  First  In  Your  Area  To 
A  Route  Placed  In  All  Bars  If  You 
!d  6  Machines  And  They  Sold  Only  5 
Per  Hour  Each,  This  Would  Generate 
01  IVIonthly  Free  Brochure  800- 
773,  CA  714  894  1889 


lew  1989  Franchise  Annual  Direc- 

Fully  describes  4185  franchisors  In- 
iS  Handbook  Section  concerning  what 
,hould  know  before  entering  Franchise 
ement  390  pages  $26  95  -I-  $3  00  1  st 
postage    Money-back  guarantee 

FRANCHISE  NEWS,  728  B  Center 
it,  Lewiston,  New  York  14092  20th 


liable  opportunities  in  selling 
Dperator  to  Small  businesses  The  an- 
ing  system  with  the  big  business 
id  Screens  calls  and  takes  messages 
)rofessional  manner  (312)674-6407 


00  Business  &  Investment  Op- 
unities.  For  Sale  By  Owners  No  com- 
lons  Business  Owners  MLS  Call  toll 
1-800  327  9630 


rporate  Delaware  Law  Offices 
TTINGTON  &  AULGUR  $225  Com- 
i  Free  Info  Call  Or  Write  P  0  Box 
).  Wilm  ,  DE  19808  —  1- 
441-9459 


EXECUTIVE'S  FRANCHISE 


Enioy  sales,  marketing,  consulting  to  cor- 
porations' Our  guaranteed  cost  reducing  plans/ 
systems  ate  francfiised  in  22  states  Investment 
$23,000  to  $29,500  Strong  repeat  business 
Complete  training,  ongoing  suppori  Ottered 
by  prospectus  only  CaO  for  information  kit 

„  PARSON-BISHOP  INC 
Franchise  Dept 
I-800-543-0468 
Ohio  513-561-5560) 
Cincinnati,  Ohio  45243 


Contractor  Type  Business.  Person 
should  be  capable  of  estimating  |obs  and 
managing  people  Requires  $1 1 ,400  70% 
profit  margin  1-800-328-4650 


Business  Services 

Yours  Free.  Job  Hunter  s  Video  Catalog 
Improve  interviewing,  resume,  career  plan 
ning  skills  Revealing  new  techniques 
Tested,  proven  results  Runsgood,  Depart 
ment  RB5,  Box  3236,  Skokie,  IL  60076 


Mergers/Acquisitions 

Merger,  Sale,  Loan  Analysis?  Valu 
Source  Financial  Support  Software  will 
value  any  business,  explore  financing  op- 
tions, provide  a  framework  for  negotiations, 
and  automatically  generate  formal  Apprai 
sal.  Lending,  or  Merger  reports  Call  and 
see  how  ValuSource  Software  can  solve  all 
your  financial  analysis  needs  today' 
1-800-825  8763 


Inventories  Purchased 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

We  Buy  •  Integrated  Circuits  •  Semiconductors 
•  Discrete  Components  •  Electromechanical  Equip. 
•  Computer  Parts  &  Peripherals 
•  Sub  Assemblies  to  Finished  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
I  Call:  (201)  941-5000,  or  just  Fax  your  list:  (201)  939-8918 

Attention:  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

815  Fairview  Avenue.  P.O.  Box  220,  Fairvlew,  NJ  07022 


Wine  Cellars 


We  Will  t^ol  Be  Undersold-Call  us  First! 

WiNECELLARS-  USA 

Most  Units  Shipped  From  Stock! 
Single  Temp  Models      Retail  Your  Cost 


440  Bottle  Capacity 
700  Bottle  Capacity 
250  Bottle  Capacity 
296  Bottle  Crcdenza 
Dual  Temp  Models 


$  2495       $  1695 
3495  1995 
1795  1395 
2495  1695 
Retail  Your  Cost 


600  Bottle  Capaatv  $  4995       $  3495 

880  Bottle  Capaaty  4495  2995 

1400  Bottle  Capaafy^  door   6500  3795 
Visa/MC/AmEx/Discover 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777A'INO  (777.*466)  or  in  CA  213/719-9500 


Corporate  Gifts 


PUT  YOUR  LOGO 
ON  GOLF  TEES! 

IMPRINTED  GOLF  TEES 
»^    2V8 "  Wood  Golf  Tees 


»OUR  NAMf  OH  COMPANY  IMPDINT 


5,000  sasoo/M 

1,000     «40     500     «205«     250  S12 

•  Bulk  Packed 

•  Printed  in  black,  red,  green,  blue,  brown 

•  Imprinted  up  to  two  lines,  22  ctiaracters 
per  line 

•  Wtiile,  yellow,  orange  or  assorted  colors 
Alternate  pkg.:  tO  tees/sealed  poly  bag 

Add  $10  00  per  1.000  tees 
Delivery:  500  tees  and  up  -  $3  50. 

250  -  $1  50 
SEND  CHECK  OR  VISA/MC/AtyiX  NO  &  EXP  DATE 

HIGHLANDER  CO. 

1072  Jacoby  Rd  .  Akron.  OH  44321 

1  •800-334-2230 

In  Otiio  216-666-6748  •  FAX  216-666-4525 


Yachts/Boats 


Our  1 0  year  track  record  ties  introduced 
ttiousands  to  Itie  fastest  growing  fitness 
sport  of  Itie  80  s.  wilti  seven  models  to 
ctioose  from  Call  or  write  today  for  free 
broctiure  and  nearest  dealer 

LITTLE  RIVER  MARINE  CO. 
P  O  BOX  9S6-BW   G«ln«>vllle.  FL  32602 
aOO-247-4591  /  904-37S-S02S 


Travel/Resorts/Hotels 

Visiting  London?  Why  Hotels''  Luxury 
Flats  Fronn  1.35  Per  Nigtit  In  Knightsbridge 
(250  yards  from  Harrods),  28  Ovington 
Square  London  SW3  1LR  ENGLAND  Tel 
UK  (01)  584-2739 


The 

Corporate 
Choicd*  % 

America's  top  companies  can  t  afford 
to  look  second-rate  That's  wtiy  tfiey 
cfioose  our  distinctive  corporate  image 
products  Amencan  made  caps,  sfiirts, 
lackets  and  more  and  now  finely 
crafted  gift  items,  too  eacfi  witfi  your 
name,  logo  or  custom  design  Discover 
tfie  quality  difference 

III  ^ 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

IMMEDIATE  DELIVERY 

"'"immmL"    ^952  POINT  EDEN  WAY 
'T^I^^I       HAYWARD,  CA  94545 
FAX  (415)  786-1111 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  LaurenI 

Our  great  quality.  unconditionally-guaranteed-poK)  shirts  are  100%  cotton.  American 
Made,  and  custom  embroidered  with  your  logo  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call; 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BW-5,  119  N  llth  St.,  GreenpoinI,  NY  11211 


HERE'S  THE  ONLY  KIND  OF 
PAPERWORK  OUR  EXECUTIVE 
INFORMATION  SYSTEM 
WILL  GENERATE. 
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When  it  comes  to  keeping  managers  fociLsed,  informed,  and  produc- 
tive, traditional  paper  reports  never  seem  to  make  the  gicide.  Not  enough 
information  can  be  absorbed  fast  enough  to  influence  the  attainment 
of  results. 

That's  why  managers  at  over  140  major  corporations  turn  to  Pilot 
Executive  Information  Systems  (EIS)  to  track  progress  on  primary  corjio- 
rate  goals  and  issues.  Our  EIS  systems  are  designed  to  accelerate  the 
flow  of  critical  information  to  top  managei-s,  prf)viding  advantages  that 
paper-ba.sed  .systems  just  can't  match.  These  include  high-speed  tracking 
of  key  financial,  marketing,  or  human  re.source  operations  with  auto- 
mated variance  analyses,  exception  reports,  and  text  supplements  plas 
industry'  news,  competitive  intelligence,  and  other  external  data. 

Now,  it's  easier  than  ever  to  deliver  this  business  advantage  to  your 
U)p  managers,  thanks  to  Pilot's  new^  EIS/(i  Generation  Series.  EIS/G 
allows  companies  U)  customize  EIS  applications  faster  than  ever  before 
while  substantially  reducing  the  support  and  maintenance  costs. 

To  find  out  more  about  Pilot,  call  as  at  (617)  3of)-703o.  We'll  .show 
you  how  our  EIS  can  help  you  generate  the  only  kind  of  paperwork 
companies  can  never  have  too  much  of. 


EXECUTIVE  SOFTWARE 

4(1  Broad  .Strcpl    Bosu.n,  MA 


apy,  along  with  XIH  researcher  Riei 
C.  Gallo,  plan  to  alter  cells  to  deliv^'^a 
anti-AlDS  protein  known  as  CD4. 
protein  is  the  receptor  on  white 
cells  that  allows  the  virus  to  ii 
them.  Researchers  want  to  floo( 
body  with  CD4  to  sop  up  the  AIDS 
before  it  can  infect  living  cells. 

Genetic  Therapy  plans  to  re: 
some  blood  vessel  cells,  alter  them] 
then  put  them  back  in  the  body, 
they  will  make  large  quantities  of 
In  rats,  the  company  researchers 
inserted  the  gene  for  CD4  into  cell: 
grow  into  networks  of  blood  vessel 

Others,  such  as  Somatix  Corp.  in 
bridge,  Mass.,  believe  still  other  dis( 
could  be  treated  with  patches  of  g( 
cally  altered  skin  cells.  The  com] 
was  founded  last  year  by  Richai 
Mulligan,  a  Massachusetts  Institui 
Technology'  molecular  biologist  whi 
neered  using  retroviruses  to  carry 


Researchers  have  alrea 
produced  skin  cells  that  m, 
everything  from  hum. 
growth  hormone  to  ins 


into  living  mammal  cells.  Somat 
searchers  have  already  produced 
cells  that  make  everything  from  h 
growth  hormone  to  insulin.  Grafi 
these  tissues  may  one  day  provide 
tive  treatments  for  such  disease: 
dwarfism  and  diabetes.  "We  hav 
boost  the  amount  of  protein  being 
so  that  the  skin  graft  can  be 
enough,"  says  Somatix's  senior  scie 
and  co-founder,  Jeffrey  Morgan. 

Meanwhile,  at  the  University  of 
fornia  at  San  Diego,  scientists 
transformed  cancerous  human  r 
oblastoma  cells  to  normal  ones  bj 
placing  the  mutated,  cancer-cau 
gene  with  a  normal  one.  Other  U 
have  corrected  an  inherited  defee 
cholesterol  metabolism  in  the  liver 
of  rabbits  and  have  used  new  gene 
reverse  brain  degeneration  in  rats. 

Moreover,  the  hope  of  one  day 
planting  genes  in  bone  marrow  cell 
cure  genetic  diseases  is  still  very 
alive.  Researchers  at  Duke  Univei 
and  Baylor  College  of  Medicine  hav 
cessfully  implanted  the  gene  for  AD 
ficiency  into  human  bone-marrow 
So,  while  researchers  still  emphi 
that  potential  treatments  for  peopi 
years  away,  they  are  more  confi 
than  ever  that  gene  therapy  will  one 
live  up  to  its  promise. 

By  John  Carey  in  Washim 
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veloDments  to  Watc 


D  BY  WILLIAM  D.  MARBACH 


I  lAT  HAS  SIX  CYLINDERS, 

I JR  ON  THE  FIOOR,  AND  32  BITS? 


w; 


hen  you   buy  your 
next  car,  you  may  get 
a  powerful  PC  in  the  bargain. 
That  isn't  just  a  sales  gim- 
mick: Starting  with  1993 
models,  some  General  Motors 
Corp.  cars  will  come  with  the 
"brains"  of  an  Apple  Macin- 
tosh 11  computer  tucked  un- 
der the  hood.  The  new  micro- 
marvel  is  a  32-bit  chip  de- 
veloped jointly  by  GM's  Delco 
Electronics  Corp.  and  Motor- 
ola Inc.  It  packs  422,000  tran- 
■•s  and  eight  times  the  number-crunching  capacity  of  to- 
automotive  controllers.  It  costs  just  twice  as  much  as 
;nt  eight-bit  designs,  but  since  it  will  replace  the  two 
i  3d  in  many  cars  per-car  costs  won't  budge. 
!  Ico  wants  the  extra  power  to  manage  the  increasingly 
i:  ronic  car  of  the  future.  The  new  microcontroller  has 
I  gh  juice  to  regulate  the  engine,  transmission,  brakes,  and 
jnsion  and  still  power  a  cruise-control  system.  The  chip 
i  also  flag  pollution-control  malfunctions,  a  feature  that 
''•i  ornia  may  require  on  all  mid-1990s  models  sold  there. 

e  deal  with  Delco  seems  to  assure  Motorola's  continuing 
j  nance  in  the  auto  electronics  market.  GM  will  buy  300,000 
'  the  first  year,  and  volume  could  eventually  hit  1  million  a 
Should  GM  need  still  more  oomph.  Motorola  recently 
unced  a  super-microprocessor,  the  68040,  that  will  cram 
!  1.2  million  transistors  onto  a  thumbtack-size  slice. 


rESE  PLASTICS 

OW  WHEN  TO  LEAVE 


iodegradable  plastics  could  ease  a  problem  plaguing  most 
American  cities:  overflowing  landfills.  But  despite  years 
;search,  such  materials  have  not  found  a  wide  market, 
e  with  chemical  additives  that  cause  them  to  disintegrate 
e  presence  of  light  last  for  years  when  they  are  buried, 
.her  type,  in  which  the  plastic  is  mixed  with  starches  that 
be  digested  by  soil  bacteria,  is  sensitive  to  moisture, 
ng  it  difficult  to  process  in  the  factory, 
imani  Narayan,  a  research  scientist  at  Purdue  Universi- 
Laboratory  of  Renewable  Resources  Engineering,  may 
found  a  solution.  Instead  of  using  starch,  Narayan  sub- 
tes  cellulose  acetate  or  starch  acetate.  These  materials  are 
sensitive  to  moisture,  and  higher  levels  of  them  can  be 
ed  into  the  plastic.  As  a  result,  the  new  plastics  remain 
ble  and  flexible,  yet  will  still  biodegrade  in  a  landfill, 
lyan  expects  his  materials  to  cost  only  slightly  more  than 
ing  plastic  resins. 


¥HEELCHAIR  THAT 

ILL  CLIMB  A  WALL,  IF  YOU  LET  IT' 


lutorized  wheelchairs  provide  mobility  for  thousands  of 
I  disabled  persons,  but  no  one  has  found  a  way  to  enable 
■  elchairs  to  climb  stairs  or  traverse  rugged  terrain.  Now 
j  it  Technologies  Corp.  in  Sunnyvale,  Calif.,  has  developed  a 
I  Access  Mobility  System  that  rides  on  treaded  belts,  like  a 


miniature  tank,  and  has  sonar  sensors  that  detect  and  measure 
the  steepness  of  obstacles  or  depressions. 

When  the  vehicle  moves  up  or  down  an  incline,  a  micro- 
processor triggered  by  the  sensors  tilts  the  seat  to  accommo- 
date the  angle.  On  stairs  it  adjusts  a  patented  aluminum 
platform  that  braces  the  unit  on  top  of  each  step. 

Previous  attempts  to  commercialize  such  technology  have 
failed  to  win  product  liability  insurance  in  the  U.  S.  But 
Quest's  built-in  safety  features,  which  prevent  the  rider  from 
tilting  more  than  22  degrees  or  climbing  a  grade  of  more  than 
36  degrees,  have  hurdled  that  obstacle.  "This  thing  will  climb  a 
wall,  if  you  let  it,"  says  President  Tony  D.  Castagna.  But  it 
won't  come  cheap.  Access,  which  is  awaiting  Food  &  Drug 
Administration  approval,  will  initially  be  marketed  through 
hospital  occupational  therapists  for  $20,000. 


SOON  ALL  CARS  MAY  SHIFT 
LIKE  MASERATIS 


Anyone  who  has  ever  driven  a  Ferrari  or  a  Maserati  will 
tell  you  that  few  other  cars  have  the  same  crisp  feel 
when  shifting  gears.  Most  carmakers  can't  afford  the  preci- 
sion-ground, tight-tolerance  gears  that  go  into  such  finely 
tuned  racing  machines.  But  that  may  change  if  Maurice  F. 
Amateau,  an  engineering  science  professor  at  Pennsylvania 
State  University,  has  his  way. 

Amateau  has  been  refining  a  technique  called  ausforming 
that  promises  to  trim  the  cost  of  precision  gears  by  50%  or 
more,  making  them  affordable  even  in  Detroit's  economy  mod- 
els. Instead  of  grinding  the  gear  into  shape,  which  can  take 
more  than  30  minutes,  the  ausforming  technique  uses  a  special 
rolling  die  that  "irons"  gear  teeth  to  their  final  close-tolerance 
shape.  The  roller  die,  which  is  a  very  accurate  mirror  image  of 
the  gear,  presses  the  surface  of  the  steel  into  shape,  like  a 
rolling  cookie  cutter.  If  the  gears  are  fairly  warm — about 
450F — the  dies  can  do  the  job  in  30  seconds  or  less.  Amateau 
expects  to  have  a  prototype  machine  in  a  couple  of  years  that 
will  spew  out  120  precision  gears  an  hour. 


SPOTTING  CATARACTS 
BEFORE  IT  IS  TOO  LATE 


With  current  eye  examina- 
tion techniques,  cataracts 
are  often  not  detected  until  the 
condition  is  advanced  enough  to 
require  a  lens  replacement.  Now 
a  new  instrument  developed  at 
Georgia  Institute  of  Technology 
may  identify  them  early  enough 
to  avoid  surgery.  The  device  uses 
a  low-intensity  laser — no  more 
powerful  than  the  light  used 
at  supermarket  checkouts — to 
probe  a  patient's  lenses,  looking 
for  signs  of  the  proteins  that 
eventually  form  cataracts.  If  the  trouble  is  spotted  at  this 
stage,  it  may  be  alleviated  with  drugs  or  lifestyle  changes. 

The  instrument  is  sensitive  enough  to  detect  differences 
between  a  normal  lens  and  one  harboring  cataract-susceptible 
proteins.  It  can  also  extract  information  about  the  chemical 
nature  of  the  protein  and  how  fast  it  is  forming.  Nai-Teng  Yu, 
a  chemistry  professor  and  head  of  the  Georgia  Tech  team,  will 
use  diabetics — a  group  at  high  risk  for  cataracts — to  test  and 
develop  standards  for  the  device.  He  predicts  that  it  could  be 
in  ophthalmologists'  offices  in  three  years. 
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What's  the  secret  to  keeping  your  phone  bills  dow 


O  A  heavy  paperweight. 

O  Wait  for  friends  to  call  you. 

O  Ask  AT&T  about  the 
Reach  Out  '  America  plan. 


It  costs  surprisingly  little  for  the  service  you  deserve. 
Tofindouimov^^bouiihc  AT&T  Reach  Out®  America  Plan,  call  1  800  225-7466  Ext.  lOlf  ^ 


AT&T 

The  right  choic 


©  1989  AT&T 
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E  STARTED  AT  THE  TOP 

ID  WORKED  HIS  WAY  DOWH' 


case  against  California  tycoon-politico  Richard  Silberman 


•om  the  humblest  of  beginnings, 
Richard  T.  Silberman  scrapped  his 
A'ay  to  success.  His  investment  in  a 
iwide  restaurant  chain,  Jack  In  The 
made  him  a  millionaire  at  age  38. 
his  influence  in  California  soon 
i  to  the  state  capital,  where  he  was 
adviser  to  former  Governor  Ed- 
G.  (Jerry)  Brown  Jr.  In  San  Diego, 
s  even  a  bridge  named  after  him. 
;  Silberman's  story  has  taken  a 
;ring  turn.  On  Apr.  7,  in  a  room  at 
Diego's  Hyatt  Islandia,  he 
olaced  under  arrest.  Follow- 
i  two-and-a-half-year  under- 
operation,  the  FBI  charged  in 
(Rdavit  that  Silberman,  59, 
iundered  $300,000  in  purport- 
ag  money  from  Colombia  and 
le  was  negotiating  to  launder 
iditional  $1.1  million.  What 
ded  is  a  tale  of  furtive  meet- 
with  mobsters,  couriers  pick- 
p  shoe  boxes  filled  with  cash, 
in  attempt  by  Silberman  to 
mderworld  figures  to  rough 
double-crossing  cohort.  Sil- 
an,  who  faces  a  possible  fine 
50,000,  and  up  to  20  years  in 
n,  is  to  be  arraigned  on  Apr. 
silberman  and  his  attorney 
not  be  reached  for  comment, 
lat  would  compel  him  to  take 
a  wrong  turn?  Many  of  Sil- 
an's  friends  are  at  a  loss, 
knew  him  as  a  wealthy  pa- 
of  the  local  arts  and  the  hus- 
of  Republican  San  Diego 
ity  Supervisor  Susan  Golding, 
is  not  implicated  in  the  mon- 
undering  scheme.  But  others 
ulate  that  Silberman  may 
simply  become  desperate  for  mon- 
Dick  started  at  the  top  and  worked 
/ay  down,"  says  Representative  Jim 
s  (D-Calif.),  who  has  known  Silber- 
for  two  decades.  "Later  indications 
:  that  he  hadn't  been  doing  so  well." 
CMAN'S  SON.  That's  something  of  an 
^statement.  His  main  business,  a 
1  gold-mining  company  called  Yuba 
iral  Resources  Inc.,  has  had  only 
profitable  year  since  he  took  control 
)83.  In  the  nine  months  ended  Dec. 
:  lost  $2.2  million  on  revenues  of  $1.6 


million.  It  also  has  had  some  trouble 
paying  its  bills:  On  Apr.  1,  Yuba  missed 
a  $130,000  payment  to  the  Interior 
Dept. — money  it  owed  for  mining  on 
government  land.  Yuba's  stock,  of  which 
Silberman  controls  2.9  million  shares, 
has  steadily  declined  since  he  came  on 
board.  Once  trading  at  around  6%,  it  has 
slumped  below  1.  Silberman  has  re- 
signed as  chairman  and  CEO.  Other  Yuba 
officials,  who  are  not  implicated  in  the 
scheme,  deny  the  company  was  involved. 


SILBERMAN  WITH  WIFE  GOLDING:  SHE  IS  NOT  IMPLICATED  IN 
THE  MONEY-LAUNDERING  CHARGES  BROUGHT  BY  THE  FBI 


Silberman  has  had  brushes  with  trou- 
ble before.  In  1979  he  was  chastised  by 
Democratic  bigwigs  for  raising  $15,000 
in  political  contributions  from  two  do- 
nors with  reputed  links  to  organized 
crime.  And  among  the  original  investors 
with  Silberman  in  Yuba  was  J.  David 
Dominelli,  a  futures  trader  who  later 
was  convicted  of  swindling  customers 
with  fraudulent  currency  investments. 
Silberman  was  not  implicated. 

But  news  of  Silberman's  arrest  was 
still  a  shock  in  San  Diego,  where  he  was 


considered  a  classic  American  success 
story.  The  son  of  a  Russian  immigrant 
junkman,  he  put  himself  through  San 
Diego  State  University  by  repairing  tele- 
vision sets.  In  1965,  with  money  from  a 
small  electronics  firm  he  founded  after 
graduation,  he  joined  Foodmaker  Co. — 
owner  of  Jack  In  The  Box — as  a  general 
partner.  In  1968  it  was  sold  to  Ralston 
Purina  Co.  for  $58  million.  After  several 
years  as  president  of  Southern  Califor- 
nia First  National  Bank,  he  became  the 
chief  fund-raiser  for  Jerry  Brown's  Pres- 
idential campaign.  He  went  on  to  hold  a 
number  of  state  jobs  before  he  and  a 
few  partners  acquired  Yuba. 
GIFT-WRAPPED.  The  FBI  says  it  was  in- 
vestigating Chris  Petti,  a  convicted  book- 
ie and  a  man  described  by  feds  as  a 
mobster,  when  Silberman  stumbled  into 
the  picture.  He  approached  Petti  last  Oc- 
tober with  an  offer  to  launder  money, 
the  feds  say.  A  month  later,  at  San  Die- 
go's Stardust  Hotel,  Petti  allegedly  in- 
troduced Silberman  to  Pete  Car- 
massi.  According  to  the  FBI's 
affidavit.  Petti  knew  Carmassi  as 
a  New  Jersey  money  launderer  for 
Colombian  cocaine  dealers,  but  he 
was  actually  an  FBI  agent  using  an 
assumed  name.  Carmassi  says  Sil- 
berman bragged  that  "I've  done 
this  [for]  15,  20  years." 

In  November,  the  affidavit  says, 
Silberman  sent  a  courier  in  a  Mer- 
cedes-Benz to  an  airport  hotel  to 
collect  $100,000  in  $100  bills 
packed  in  a  shoe  box  wrapped  in 
red  gift  paper.  The  money  was  to 
be  transferred  to  Switzerland, 
while  Carmassi  got  50,000  shares 
of  Yuba  American  Gold  Ltd.,  a  Ca- 
nadian afl^liate.  In  February,  Car- 
massi gave  Silberman  an  addition- 
al $200,000  crammed  into  a  hotel 
laundry  bag  in  exchange  for  Trea- 
sury bearer  bonds,  the  feds  say. 
That  deal  allegedly  soured  when 
the  bond  seller,  Terry  Ziegler, 
shortchanged  Carmassi  by  $50,000. 
The  feds  say  Silberman  asked 
Petti  to  put  the  muscle  on  Ziegler. 
Petti  allegedly  arranged  for  a 
thug  to  rough  up  the  broker  but 
couldn't  lure  him  out  of  his  ofllice. 
Ziegler  and  Petti  could  not  be  reached 
for  comment. 

Even  while  purportedly  laundering 
money,  Silberman  did  his  best  to  keep  up 
appearances.  In  the  midst  of  one  deal, 
agents  say,  he  jetted  to  Washington  for 
a  week  to  attend  George  Bush's  inaugu- 
ration. It  was  a  perfectly  natural  trip  for 
someone  with  Silberman's  political  con- 
nections. But  in  the  end,  connections  of 
another  sort  may  be  his  undoing. 

By  Kathleen  Kerwin  in  San  Diego 
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ZOOMING  IN  ON 

THE  RIGHT  CAMCORDER 


W 


hen  it  comes  to 
high  technology, 
things  seldom  get 
simpler.  Initially,  vcRs — and 
the  camcorders  that  came  af- 
ter them — were  available  in 
two  formats,  Sony's  Beta  and 
just  about  everyone  else's 
VHS.  But  while  the  choice  of  a 
VCR  has  narrowed  sharply  as 
VHS  became  dominant,  decid- 
ing what  kind  of  camcorder  to 
buy  has  become  extremely 
complicated.  Which  format 
will  it  be:  VHS,  8mm,  VHS-C, 
Hi-band  8mm,  or  S-VHS?  And 
should  you  pay  as  little  as 
$900  for  a  basic  unit  that's 
amazingly  easy  to  operate  or 
pour  $3,000  into  a  top-of-the- 
line  model  with  an  array  of 
e.xotic  features? 


To  the  eye,  the  differences 
between  camcorders  of  com- 
peting formats  are  self-evi- 
dent. The  typical  VHS  unit  is 
large,  designed  so  that  some 
of  its  8  or  9  pounds  rests  on 
your  shoulder.  It  uses  stan- 
dard 2-hour  VHS  tapes,  just 
like  the  ones  in  your  home 
VCR.  A  VHS-C  camera  is  small- 
er and  lighter,  about  3 
pounds;  its  smaller  cassette 
records  for  60  minutes  and 
can  be  played  on  your  VCR, 
too — if  it's  dropped  into  an 
adapter  to  bring  it  up  to  size. 
An  8mm  camcorder  is  just  as 
small  and  light  but  uses  an 
even  smaller  2-hour  cassette. 
VISIBLY  BETTER?  The  8mm 
cassette  won't  play  in  your 
home  VCR — and  the  apparent 
lack  of  "compatibility"  has 
slowed  acceptance  of  the  8mm 
format  in  the  U.  S.  But  that 
doesn't  mean  you'll  need  a 
whole  separate  unit  to  play 
back  your  tapes. 


Whatever  its  format,  a  cam- 
corder is  basically  a  full-fea- 
tured VCR  with  a  lens  and  mi- 
crophone. At  any  time,  you 
can  view  the  original  tapes 
you've  made  simply  by  hook- 
ing the  camcorder  to  any  TV. 
So,  whether  you  have  a  VCR 
at  home  or  not,  the  camcorder 
itself  can  put  the  pictures  on 
your  TV  screen  at  the  touch  of 
its  "play"  button. 

Which  format  puts  the  best 
picture  on  the  screen?  The 
distinctions  are  so  subtle  that 
even  experts  say  there  isn't 
much  difference.  True,  the  re- 
cently introduced  S-VHS  (S  for 
super,  that  is)  and  Hi-band 
8mm  models  produce  images 
with  more  lines  of  horizontal 
resolution  than  the  original 
VHS  and  8mm  systems — 400 
vs.  240.  But  unless  you  have  a 
monitor-quality  video  receiver, 
notes  Robert  Gerson,  editorial 
director  of  TWICE,  an  electron- 
ics industry  publication,  you 
won't  see  a  dif- 
ference worth 
hundreds  of 
dollars  extra. 
When  com- 
paring models, 
don't  automatically 
choose  the  lightest, 
smallest  one  you  spot. 
Holding  even  a  3-pound 
camcorder  in  one  hand 


tinng; 


migh' 


come 

more  com.fortable  wit^jc  ' 
slightly  larger,  heavier 
that  rests  some  of  its  w^cesl 
on  your  shoulder.  And 
pictures  might  be  stea 
Canon's  new,  top-of-the  us 
Hi-8  Ai  ($2,300)  has  dual 
trols  for  one-hand  use 
when  it's  held  with 
hands  like  a  35mm  came; 

FINE  TUNING.  Most  first 

camcorder  buyers  disc 
that  format  compatibility 
comes  even  less  of  a  pure 
factor  when  they  see 


#1 


CAN0VISI0NA1-HI8 

Photographers  who  still  find  the  indeo 
imrld  hard  to  grasp  may  like  Canon 's 
camcorder.  Its  Hi-Band  8mm  format 
provides  superior  resolution,  and  an 
extra  grip  on  the  back  lets  shutterbugs 
heft  it  like  a  35mm  camen 


simple  it  is  to  edit  and 
copies  of  their  home  mo 
As  easily  as  it  gets  hook(  ^(ftj,j 
a  TV,  any  camcorder  cai 
connected  to  the  VCR  hoi 
to  your  TV.  Then,  by  pla 
the  electronic  signals  i 
the  original  tape  into  the 
that's  set  to  record,  you 
make  a  duplicate.  And  v 
any  unwanted  footage 
pears  on  the  TV  screen, 
simply    press    the  V 
"pause"  button  to  elimina 
from  the  copy.  With  the 
corder's  "fast  forward" 
ton,  you  race  through 
boring  stretches  you  1 
taped,  and  release  the  v 
"pause"  button  as  a  desir 
scene  shows  up  on  the  so 
again. 

Nearly  two-third; 
the  2  million  people 
bought  a  camcorder 
year  tilted  toward  full 
VHS  units:  The  initialsBPIft. 
the  cassettes,  at 
looked  familiar.  But  8 
with  about  259?  of  sale 
fast  gaining  ground—  ^'fcl 
with  good  reason.  In 


T. 

rates 


OB  s 

jus; 
'Jiek 
once-: 
Kth; 
dosei 


But 

w 
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de  comparisons,  it's  hard 
ee  differences  in  picture 
ity,  and  8mm's  recorded 
d  is  superior.  Further, 

Gerson,  copies  made 
I  8mm  originals  have 
ionally  more  detail  than 

made  from  VHS  tapes, 
ies  made  from  the  new 
md  8mm  and  S-VHS  video- 
5  are  said  to  be  as  good 
le  originals.) 

nong  features  of  models 
1  various  makers,  auto- 
s,  autoexposure,  and 
matic  white  balance 
:h  adjusts  for  lighting 
irences)  are  standard. 

solid-state  devices  have 
iced  the  heavier  electron- 
ibes  used  in  early  earn- 
ers, which  often  produced 
y  streaks  caused  by 
it  lights  in  a  scene. 
tE  ENCOUNTERS.  Virtually 
y  camcorder  will  video- 
in  ordinary  room-light  or 
c  low-light  situations.  But 
le  light  dims,  the  image 
grainier.  The  "lux"  num- 
indicates  how  well  the 
works  in  dim  light,  and 
lower  the  number — from 

8  on  standard  models 
1  to  just  1  on  some  S-VHS 
1— the  better, 
le  once-standard  6-to-l 
1  lens  that  takes  you  six 
s  closer  to  a  photo- 
hed  subject  is  fast  giving 
to  more  powerful  zooms, 
mg  VHS-C  camcorders, 
•p's  VL-C650U  model 
00)  has  an  8-to-l  zoom, 
there's  a  12-to-l  zoom  in 
full-size  VL-L250U  unit 
00).  But  keep  in  mind 
as  you  shoot  with  a  long- 
Dom,  any  jiggling  of  the 
;ra  is  magnified.  Pana- 
:'s  VHS  model  PV-460D 
50),  with  a  10-to-l  zoom, 
its  an  electronic  gyro- 
3  that  stabilizes  the  lens 


to  ensure  smooth  images  at 
all  times,  even  when  you 
shoot  from  a  moving  car. 

Another  desirable  feature 
that  is  rapidly  becoming  stan- 
dard is  the  flying  erase  head, 
which  lets  one  scene  follow 
another  with  no  annoying 
blips  or  color  streaks  between 
pictures.  In  RCa's  new  Pro- 
Edit  line  of  full-sized  VHS 
camcorders  ($1,500),  it's  com- 
bined with  a  dubbing  switch 
that  lets  you  record  a  new 
soundtrack  to  add  narra- 
tion or  music  to  a  scene 
you   have   shot.  There's 
also  a  special-effects  anima- 
tion switch:  You  can  take 
frame-by-frame  photos 
of,  say,  a  toy  car  in  dif- 
ferent positions,  and 
then  play  the  tape  to 
show  the  car  moving  by 
itself. 

Some  models  have 
built-in  "character  gen- 
erators" that  print  titles 
and  dates  over  scenes 
you  record,  and  remote-con- 
trol devices  so  you  can  oper- 
ate the  camcorder  from 
across  the  room.  That's  handy 
if  you  plan  to  tote  it  along  on 
vacation  to  use  as  a  vcR. 
BARGAIN  DOGS.  Be  wary  if 
you're  steered  toward  a 
"closeout"  camcorder.  At  $500 
or  so,  it  probably  doesn't  have 
playback  capability:  It  will  re- 
cord, but  its  tapes  must  be 
played  back  on  a 
separate  vcR 
deck.  The  tip 
off  is  usual- 
ly the  lack 
of  an  elec- 


tronic  viewfinder,  a  small  ! 
black-and-white  picture  tube 
in    the    eyepiece  that 
shows  what  you're  tap- 
ing. 

Whatever  the  format,  a  sin- 
gle battery  typically  lets  you 


RCA  CC320 

For  the  George  Lucas  in  you.  The 
ProEdit  camcorder  offers  advanced 
editing  features  such  as  audio  dubbing  as 
well  as  such  special-effects  functions  as 
animation  and  time-lapse  recording 


ARPVL-C650U 

•king for  maximum  vroom  in  a  zoom? 
le  standard  six-power  lens  isn 't 
ugh,  this  VHS-C  camcorder  gives  you 
1.  SHU  hungry  for  power?  Another 
trp  model  packs  a  12-to-l  lens 


record  for  45  to  90  minutes 
and  recharges  in  about  an 
hour.  So  you'll  want  to  always 
have  at  least  one  spare  ($50) 
on  hand.  A  camcorder's  omni- 
directional microphone  will 
pick  up  nearly  any  sound  your 
ears  can  hear,  including  your 
own  narration  as  you  tape. 
Hi-band  8mm  and  S  VHS  mod- 
els can  record  stereo  sound — 
the  single  microphone  hous- 
ing encloses  two  mike  ele- 
ments pointing  left  and  right. 
For  professional-sounding 
recordings,  minus  echo  and 
background  noise,  anyone 
speaking  at  a  distance 
from  your  camcorder 
should  use  a  wire- 
less mike.  It 
transmits  the 
voice  to  a  receiver 
lilugged  into  the  cam- 
corder. At  about  $115, 
Chicago-based  Sima  Prod- 
ucts'   Soundcatcher  in- 


eludes  both  a  hand-held  nuke 
and  a  tie-clip  model. 

Getting  good  pictures  re- 
quires good  lighting,  even 
with  a  low-lux  camcorder.  Us- 
ing miniature  bulbs  similar  to 
those  used  in  slide  projectors, 
a  tiny  lighting  unit  weighing 
just  a  few  ounces  and 
powered  by  a  rechargeable 
battery  can  be  mounted  atop 
the  camcorder  to  turn  night 
into  day.  The  cost:  about  $100. 

If  you  want  your  raw  tajies 
to  look  like  Hollywood  produc- 
tions with  fancy  scene 
changes,  colorful  graphics, 
and  special  effects,  look  into  a 
computerized  editor:  DirectEd 
Plus,  from  Videonics  (408  866- 
8300).  It's  the  ultimate  acces- 
sory, at  about  $600 — but  you 
may  find  it  priceless  when 
you  start  searching  a  two- 
hour  cassette  for  80  precious 
seconds  of  your  child's  first 
steps.  Don  Dunn 
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Smart  Money 

STEADY  INCOME,  lOW  RISK. 
THIS  CAN'T  BE  REAL  ESTATE 


For  risk-averse  investors 
seeking  a  steady  source 
of  income,  tiiere  are  CDs, 
Treasuries,  and  .  .  .  real  es- 
tate. Although  usually  seen 
as  speculative,  some  20  real 
estate  limited  partnerships 
(RELPs)  now  offer  a  conserva- 
tive slant.  Known  as  triple- 
net  lease  RELPs,  they  can 
combine  steady  income  with 
the  inflation  protection  of 
real  estate. 

These  RELPs  will  buy  a 
completed  building  and  lease 
it  to  a  commercial  tenant 
who  pays  property  taxes, 
maintenance  costs,  and  in- 
surance (the  "triple  net").  All 
the  RELP  does  is  collect 
rent — which  is  why  "the  in- 
dustry calls  them  'no- 
brainers,'  "  says  David  Ken- 
nedy, editor  of  the  Limited 
Partnership  Review. 


These  partnerships 
just  collect  rent — 
tenants  pay  all  costs 


The  rent  translates  into  re- 
turns of  8%  to  107c  once  the 
RELP  is  fully  operational.  Ad- 
mittedly, that's  about  the 
same  as  the  rate  on  T-bills, 
which  are  infinitely  more  liq- 
uid. And  the  sales  commis- 
sion and  upfront  sponsor 
fees  nick  up  to  20%  from 
your  initial  stake.  Still,  the 
RELP  can  bring  a  rising  rate 
of  income  because  the  leases 
allow  for  rents  to  escalate 
based  on  a  price  index  or  the 
tenant's  gross  sales.  For  ex- 
ample, returns  from  W.  P. 
Carey's  Corporate  Property 
Associates  2  have  climbed 
steadily  from  8' >  in  1981  to  a 
current  15.5%. 

CASH  ONLY.  To  reduce  the 
risk  that  comes  with  hefty 
debt,  triple-net  partnerships 
typically  buy  properties  for 
cash  only  and  go  for  diversi- 


ty. Realty  Income's  RELPs  in- 
vest in  as  many  as  50  proper- 
ties around  the  U.  S.,  and 
tenants  range  from  La  Petite 
Academy  day  care  centers  to 
Golden  Corral  steak  houses. 
Because  the  leases  are  long- 
term  obligations,  "they  can 
provide  a  highly  predictable 
cash  stream,"  says  Doug  Al- 
tabef  of  Lepercq  Capital 
Partners,  which  is  launching 
Net  2,  a  $50  million  RELP. 

Even  so,  that  stream  could 
dry  up  if  a  tenant  fails  and 
the  building  stays  vacant  for 
a  long  period.  Carey  suffered 
such  a  nightmare  with  its 
first  public  RELP  when  a  ma- 
jor tenant  ran  into  trouble 
and  vacated  three  buildings. 
The  market  (Denver)  was 
overbuilt — and  four  years 
later,  one  property  still  has 
empty  space.  The  RELP's  re- 
turn'fell  from  r/o  to  5%, 
where  it  has  been  ever  since. 

Reliable  sponsors  tend  to 
develop  track  records  with 
companies:  CNL  Group, 
whose  RELPs  invest  in  fast- 
food  chains,  has  relation- 
ships with  Burger  King, 
Wendy's,  and  Pizza  Hut  that 
go  back  11  years  and  several 
offerings.  And  since  the  key 
to  a  good  real  estate  invest- 
ment is  "location,  location, 
location,"  sponsors  should 
also  play  an  active  role  in 
evaluating  sites.  "We  don't 
just  take  anything  a  compa- 
ny wants  to  sell  us,"  says 
Gerald  DeLong,  marketing 
director  for  Realty  Finance. 

Triple-net  lease  RELPs  may 
offer  some  capital  apprecia- 
tion when  they  begin  selling 
properties,  usually  after  7  to 
12  years.  But  don't  count  on 
a  big  profit:  "Special-pur- 
pose" buildings,  like  restau- 
rants, can  be  difficult  to  un- 
load, says  William  Brennan, 
tax  partner  at  Ernst  &  Whin- 
ney  in  Washington.  But  if 
steady  cash  flow  is  your  aim, 
a  "no-brainer"  RELP  could  be 


a  smart  idea. 


Troy  Segal 
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TAKE  AN  OUNCE  OF  PREVENTIOI 
TO  THE  THIRD  WORLD 


Travelers  to  less-devel- 
oped countries  have 
long  worried  about  med- 
ical emergencies — doctors  can 
be  scarce  and  medicines  un- 
available. Now  AIDS  has 
heightened  the  danger,  espe- 
cially in  places  too  poor  to  af- 
ford disposable  syringes. 

To  reduce  the  risk,  ask  your 
doctor  or  corporate  medical 
department  to  help  you  do 
what  U.  N.  staffers  now  do  on 
trips:  Each  carries  a  sterile 
packet  of  a  hypodermic  sy- 
ringe and  a  couple  of  needles. 
Yes,  get  a  note  from  the  doc- 
tor to  ward  off  any  trouble 
with  customs  officials. 
DAILY  DOSE.  Some  travelers 
go  to  even  greater  lengths. 
Mirtha  Halim,  a  Stamford 
(Conn.)  economist  who  fre- 
quently goes  abroad,  carries 
in  her  hand  luggage  an  intra- 
venous kit  holding  two  pints 
of  liquid  blood  expander,  a 
clear  solution  of  salts  and 
minerals.  "If  you  need  a 
transfusion,  the  liquid  can 
keep  your  system's  volume  up 
until  you  reach  a  hospital 
where  the  blood  supply  is 
safe,"  she  explains. 

Ask,  too,  about  new  think- 
ing against  an  old  scourge: 
malaria.  The  World  Health 
Organization  prefers  the  pre- 


ventive Paludrine,  while;)' 
Public  Health  Service  fm 
a    standard,  Chloroqi:. 
Some   doctors  recomni 
both.  Paludrine  works  If 
say  its  adherents,  becaustl  • 
taken   daily.  Chloroqiiie 
downed  weekly,  must  be 
en  for  four  weeks  after  1 
get  home.  "Folks  tend  to 
get  it  once  they're  back," 
a  health  officer.  "The  d' 
dose  routine  is  easier  to| 
member."  D. 


Worth  Noting 

■  WILDLIFE  WRITE-OFF.  Psj 

ing  volunteers  on  Ear 
watch's  (617  926-8200) 
search  trips  observe  crai| 
in  China,  tag  kangaroos 
Australia,  or  count  deer 
Poland,  to  give  a  few  exa| 
pies.  The  cost  of  the  tr|5 
(from  $695  to  $2,400,  plus  £ 
fare)  is  tax-deductible. 

■  HEAD  START.  Thinking 
starting  a  startup?  Call 
Small  Business  Administ 
tion  computer  (800  368-58! 
for  some  basic  informatioi 

■  SUNLIGHT.  Heliopow 
(800  34-HELIO)  says  its  i 
lar-powered  fluorescent 
tern— 3.3  pounds,  $130 — e 
provide  five  hours  of  lightj 
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PERSONAL  BUSli 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 


Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association'  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breattf 

AMERICAN  i  LUNG  ASSOCIATION' 

I     The  Christmas  Seal  People  * 

jpace  contributed  by  the  publisher  as  a  public  service. 


•1      O  A  A 


When  you're  travelling  it's  reassuring  to 
know  you  can  rely  on  a  perfectly  coordinle: 
fligtit  schedule.  Carefully  devised  to  allov^of 
time  differences  at  each  destination,  witi" 
no-wait  connections,  at  convenient  times 


ring  you  can  make  the  most  of  your  day. 
I  inly  a  truly  international  airline  can  make 
I  Dossible.  And  if  that  airline  can  also  offer 

the  warmth  and  hospitality  of  the  Spanish 
,j  you  should  have  no  doubts  as  to 


which  way  to  fly. 
Call  your  travel  agent  or  1-800-SPAIN-IB. 

Am.  LINES   Of=  SPAIN 

til*  n  11  v«N  VI  IP  pwm*nirki^p 


Your  Best  Investment 
in  Product  Design: 

A  Design  Engineer 
Who  Uses  ANSYS' 

Even'  night,  the  most  important— and  the  most  expensive- 
part  of  your  product  de\  elopment  cycle  stands  up  and  walks 
out  of  the  office. 

Your  staff  is  a  major  investment.  So  are  the  design  engineering 
tools  the\'  require.  And  vou  know  that  in\estment  goes  beyond 
their  salaries  or  the  price  tag  on  the  software. 
That's  whv  vou  need  to  in\  est  in  \  ()ur  employees  and  equip  them 
with  the  right,  high  quality  tools. 

An  inx  estment  in  a  finite  element  analysis  (PEA)  program  will  help 
you  get  a  better,  more  reliable  product  to  market  taster.  The  ANSYS 
program  is  your  best  in\  cstment  in  PEA,  because,  with  ANSYS: 

•  You  don't  need  to  bviy  anything  else.  ANSYS  is  a  complete 
solution,  with  preprocessing,  analysis  and  postprocessing.  And 
the  computer  already  sitting  on  your  engineer's  desk  can 
probablv  run  ANSYS. 

•  Your  engineers  will  never  have  an  unanswered  question. 
ANSYS  is  supported  bv  a  worldwide  network  of  ANSYS  Support 
Distributors— experienced  engineering  consulting  firms.  Your 
eim;ineers  have  access  to  responsive  hotline  support  and 
frequentiv  scheduled  training,  from  introducton'  to  advanced 
topics.  No  other  PEA  company  offers  better  support. 

•  Your  engineers  will  have  all  the  capabiUties  they  need  to 
solve  today's  problems,  as  well  as  tomorrow's.  ANSYS  is 
constantly  being  impro\  ed  with  new  features  and  higher 
performance;  most  new  capabilities  are  based  on  input  from 
ANSYS  users.  The  investment  you  make  in  training  and 
dex  elopment  now  w  ill  continue  to  pay  off  in  the  tuture. 

The  return  on  in\  estment  in  \  ()ur  engineers  and  their  tools  must  be 
as  tangible  as  a  dividend  check.  YourROI  from  ANSYS  is  improved 
prodiKts,  increased  productivity  and  a  better  bottom  line  profit. 
This  quarter,  and  for  quarters  to  come. 


If  you're  m  a  compctitn  c  market,  gi\c  yourself  a  new  competitnc  cdi;c 
bv  iiu  csiint;  in  ANSYS.  Call  412-746-3304  to  receive  our  guide  on 
''How  to  improve  Your  Product  Design:  ANSYS  Finite  Element 
Analysis."  Oi'  send  in  tills  coupon. 

Name  —  

Title   

Company   —  

Address  .  

Citv   State   ZIP   

riii.ne   —  txt.   

Swanion  Analysis  Systems,  Inc. 

Johnson  R(.ad,'P.C).'Bo\  6S, 
Houston,  l'enns\l\anKi  15,^42-0065 
(412)  746-3.^04  ' 
l  AX:  412-746-9494 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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Introducing 
a  face  only  an 

Accountant, 
Real  Estate 


Financial 
Analyst, 

Investor, 

Banker,  or 

Security 
Broker 

could  love* 


The  new  Tl  Financial  Investment  Analyst.  The  first  and  only 
financial  calculator  with  a  multi-line  display  that  lets  you  see  all 
problem-solving  variables  at  once. 


The  unique  display  of  the  Financial 
Investment  Analyst  gives  you  the  com- 
plete view.  Now  you  can  have  greater 
confidence  in  your  answers,  and  spare 
yourself  the  trouble  of  double-checking 
and  re-entering  all  your  calculations. 
And  the  display  is  large  enough  for  you 
to  share  information  with  clients  and 
associates. 

The  Financial  Investment  Analyst 
also  gives  you  more  of  what  you  need  in 
a  financial  calculator  There  are  ten 
worksheets,  including  Time-Value-Of- 
Money,  Bonds,  Statistics,  Profit,  Cash 
Flow,  Depreciation,  and  Interest 
Conversions. 


Plus,  three  of  them  have  multi- 
column  worksheet  capability  for 
easy  "what  if"  comparisons. 

There  is  also  a  permanent 
memory  allowing  you  to  store  all 
your  variables  in  all  the  work- 
sheets even  when  the  calculator 
is  turned  off 

Come  face-to-face  with  the  new 
Tl  Financial  Investment  Analyst. 
Call  1-800-548-9347  for  the  dealer 
nearest  you.  ■  , 

Texas 
Instruments 
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^vestment  Figures  of  the  Wee 


MENTARY 

and  bonds  rocketed  to 
levels,  with  the  Dow  spurt- 
jostcrash  highs.  New  num- 
sed  investors'  concern 
nflotion  and  higher  interest 
'he  0.5%  rise  in  the  March 
er  price  index  was  less 
tpected  and  was  perceived 
jn  that  inflation  was  man- 
5.  And  the  surprise  5.4% 
March  housing  starts,  with 
%  plunge  in  building  per- 
dicated  to  analysts  that 
I  won't  have  to  keep  push- 
irest  rates  higher. 


STOCKS 

Apr.  Oct. 


13-19 


52-week  change 
+  19.9% 


1  -week  change 
+1.1% 


BONDS 

Apr.  Oct. 


Apr.      Apr.  13-19 


Shearson  Lehman 
Treasury  Index 


52-week  change 
+0.1% 


1  -week  change 
+  1.4% 


1260  110 


THE  DOLLAR 

Apr.        Oct.        Apr.      Apr.  13-19 


1 200  90 


■1170  80 


1140  70  Itb 


52-week  change 
+5.4% 


1  -week  change 
-0.7% 


RKIT  ANALYSIS 


%  change 


iTOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

lONES  INDUSTRIALS 

2386.9 

2.9 

20.2 

90-DAY  TREASURY  BILL  YIELD 

8.7% 

9.0% 

5.8% 

)MPANIES  (Russell  1000) 

162.1 

2.4 

19.4 

30-YEAR  TREASURY  BOND  YIELD 

9.0% 

9. 1  % 

9.0% 

COMPANIES  (Russell  2000) 

162.5 

0.8 

14.7 

S&P  500  DIVIDEND  YIELD 

3.5% 

3.6% 

3.6% 

)MPANIES  (Russell  3000) 

174.1 

2.3 

19.0 

S&P  500  PRICE/EARNINGS  RATIO 

12.3 

12.0 

14.2 

%  change  (1 

seal  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

GN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  overage 

285.1 

284.1 

Positive 

IN  (FINANCIAL  TIMES  100) 

2082.6 

2.4 

16.6 

Stocks  above  26-week  moving  average 

63.2% 

60.6% 

Neutral 

'  (NIKKEI  INDEX) 

33,363.8 

0.3 

24.2 

Speculative  sentiment:  Put/call  ratio 

0.22 

0.21 

Negative 

ITO  (TSE  COMPOSITE) 

3599.9 

0.9 

7.6 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.39 

1.36 

Positive 

USTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC. 


WEEK  LEADERS 

% 

4-week 

change 
52 

-week 

Strongest  stock  in  group 

% 

4- week 

change 

52-week 

Price 

ICONOUCTORS 

16.3 

-9.7 

INTEL 

24.3 

-3.7 

29% 

INES 

15.9 

55.4 

NWA 

56.7 

141.2 

97% 

REBUILDING 

14.0 

39.3 

PHM 

32.1 

94.7 

13% 

L 

13.2 

25.7 

WESTMORELAND  COAL 

21.5 

5.3 

19% 

PITAL  MANAGEMENT 

11.6 

27.7 

AMERICAN  MEDICAL  INTL. 

24.3 

30.8 

21% 

■WEEK  LAGGARDS 

% 

4-week 

change 
52 

-week 

Weakest  stock  in  group 

% 

4-week 

change 

52 -week 

Price 

D  MINING 

-5.3 

-1.2 

NEWMONT  MINING 

-7.0 

1.4 

361/2 

KERAGE  FIRMS 

-2.9 

23.4 

MORGAN  STANLEY  GROUP 

-11.5 

38.3 

61% 

LTH  CARE  SERVICES 

-2.7 

-30.9 

BEVERLY  ENTERPRISES 

-6.7 

37.3 

8% 

L  ESTATE  INVESTMENT  TRUSTS 

-1.6 

-4.2 

LOMAS  &  NETTLETON 

-5.5 

-20.3 

171/8 

OMOBILES 

0.1 

1  1.0 

CHRYSLER 

-1.5 

5.4 

241/2 

TUAL  FUNDS 


MORNINGSTAR  INC. 


ERS 

'eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

LL  &  BEAR  SPECIAL  EQUITIES 
1  SMALL  CAPITALIZATION 
UFMANN 

15.7 
8.8 
8.7 

STRATEGIC  GOLD/MINERALS 

SLH  PRECIOUS  METALS 

MIDAS  GOLD  SHARES  &  BULLION 

-6.8 
-5.9 
-5.4 

!ek  total  return 

% 

52-week  total  return 

% 

UFMANN 

lUMBIA  SPECIAL 

mv  CAPITAL  APPRECIATION 

70.4 
40.3 
40.2 

STRATEGIC  GOLD/MINERALS 

STRATEGIC  INVESTMENTS 

SLH  PRECIOUS  METALS  8.  MINERALS 

-23.0 
-15.8 
-12.1 

^^■I  S&P  500 

4-week  total  return 


K't  ---j^^-]  Avefoqe  fund 
52-week  total  return 


LATIVE  PORTFOIIOS 


r  amounts 
sent  the  present 
of  $10,000 
ted  one  year 
n  each  portfolio 

ntages  indicate 
ay  total  returns 


U.  S.  stocks 
$12,082 

-!-  2.52  % 


Foreign  stocks 
$11,860 

+  1.37% 


Treasury  bonds 
$10,875 

+  1,85% 


nil 


Money  market  fund 
$10,664 

+  0.16% 


DATA  RESOURCES  INC. 


Gold 

$8,414 

-0.27% 


0  on  this  poge  are  os  of  market  close  Wednesday,  Apr.  19,  1989,  unless  otherwise  indicated. 

1  groups  include  S&P  500  companies  only;  performance  and  shore  prices  are  as  of  market  close 


Apr.  18.  Mutual  fund  returns  are  as  of  Apr  14.  Relative  portfolios  ore  valued  as  of  Apr,  18.  A  more 
detailed  explanation  of  this  page  is  ovoiloble  on  request 
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BRING  CEO  PAY 
BACK  DOWN  TO  EARTH 


It's  that  time  of  year  when  all  eyes  turn  to  corporate 
proxy  statements  to  see  how  much  the  boss  made.  The 
numbers  are  up  a  lot,  setting  new  records  for  top  man- 
agement pay.  Total  compensation,  including  salaries,  bonus- 
es, and  long-term  compensation,  surged  14%  for  the  354  top 
executives  surveyed  by  business  week — in  a  year,  after  all, 
when  profits  leapt  ahead  by  32'?< . 

But  the  current  numbers  reflect  a  disturbing  trend  that 
has  been  accelerating  for  the  past  two  decades.  Executive 
pay  is  growing  out  of  all  proportion  to  increases  in  what 
many  other  people  make — from  the  worker  on  the  plant 
floor  to  the  teacher  in  the  classroom.  Running  a  big  compa- 
ny involves  responsibilities  that  have  always  commanded  a 
hefty  premium.  In  1960  the  CEO  earned  41  times  the  factory 
worker's  wage,  38  times  the  school  teacher's,  and  19  times 
the  engineer's.  But  last  year,  according  to  our  survey,  the 
average  chief  executive  received  more  than  $2  million  in 
total  compensation.  That  is  45  times  the  average  compensa- 
tion of  a  middle  manager.  That's  93  times  the  $21,725  earned 
by  the  average  factory  worker,  72  times  the  $28,008  made  by 
the  typical  teacher,  and  44  times  the  $45,680  the  average 
engineer  brought  home.  Years  of  outsized  raises  for  top 
executives,  combined  with  a  steady  stream  of  added  goodies 
ranging  from  stock  options  to  golden  parachutes,  have  creat- 
ed a  yawning  gap  between  CEO  pay  and  nearly  everyone 
else's  pay — even  in  the  same  company.  Tax  reform  has  made 
the  gap  even  larger.  Once  taxed  at  a  91%'  marginal  rate, 
executives  are  now  paying  only  a  28%  rate. 

Executive  compensation  has  mushroomed  to  a  level  that  is 
difficult  to  justify.  The  image  of  business  will  undoubtedly 
suffer.  It  is  an  issue  that  many  politicians  will  surely  pounce 
on  with  higher  taxes  and  other  punishing  measures. 

Companies  must,  of  course,  pay  competitive  salaries  and 
reward  strong  performance.  Many  corporations  have  wisely 
linked  compensation  more  closely  to  corporate  results.  The 
mistake  has  been  adding  new  programs  that  produce  more 
and  bigger  bonuses  without  taking  into  account  how  overall 
CEO  compensation  is  soaring  while  most  other  folks  are 
treading  water.  If  corporate  directors  don't  do  something 
about  this  troubling  trend,  someone  else  will. 


LET'S  END  PRICE  CONTROLS 
ON  NATURAL  GAS,  NOW 


After  35  years  of  regulating  the  wellhead  price  of 
natural  gas,  the  government  now  seems  on  the  verge 
of  ending  this  madness.  The  move  couldn't  come  at 
a  better  time.  Gas  prices  are  down,  reserves  are  woefully 
underexploited,  and  the  future  will  almost  inevitably  bring 
shortages  unless  we  do  what  must  be  done  now.  The  House 
has  already  passed  its  version  of  a  bill  that  would  end  price 
controls  in  January,  1993.  The  Senate  is  addressing  a  similar 


bill  that  could  easily  be  reconciled  with  the  House  verj 
Deregulating  natural  gas  is  no  panacea.  Our  formid 
oil  and  gas  trade  deficit  and  environmental  problems  wj 
remain.  And  it  may  already  be  too  late  to  avoid  gas  s| 
ages  in  the  short  run.  But  deregulation  would  ease  all 
problems.  Much  has  been  made  of  the  temporary  oversd 
that  the  country  has  enjoyed  for  a  decade,  but  that  "but 
is  fast  evaporating.  Many  believe  it  will  end  during  the  I 
heating  season  or  soon  after  that.  But  once  the  shortj 
hit,  the  knee-jerk  public  outcry  for  the  government  to[ 
something"  may  slam  the  door  shut  on  deregulation  for\ 

If  so,  the  losers  would  be  the  American  public.  The 
seems  inescapable:  Prices  freed  to  rise  in  anticipation  I 
shortage  would  spur  more  exploration  for  gas,  whichj 
nation  may  well  have  in  far  greater  abundance  thai] 
Higher  prices  for  producers  would  not  translate  penn\ 
penny  into  higher  prices  for  consumers.  A  25%  increaa 
wellhead  prices  would  add  less  than  lO'i  to  the  delivl 
price  of  gas  in  the  Northeast.  But  that  would  help  curl 
artificially  bloated  consumption.  In  the  end,  higher  pj 
would  forestall  another  bout  of  the  costly  cutbacks  [ 
cutoff's  of  natural  gas  that  shut  down  factories  in  the  li 
Few  calls  for  deregulation  during  the  recent  era  of  dJ 
ulation  have  made  more  sense  than  those  to  end  price  | 
trols  on  natural  gas.  Let's  heed  those  calls  now. 


MAGGIE  MAY  BE  PUSHING  H 
THATCHERISM  TOO  HARD  iM 


ay  4  marks  the  anniversary  of  a  remarkable  del 
in  power  for  a  remarkable  woman.  Mara 
I  Thatcher's  accomplishments  in  restoring  confidl 
in  her  country  and  reestablishing  Britain  as  a  respectf 
power  cannot  be  underestimated.  She  clearly  is  the  counj 
most  significant  postwar  politician  since  Clement  R.  Aj 
and  is  today  Europe's  most  forceful  leader. 

The  Thatcher  revolution  continues.  Her  energy  is 
focused  on  remaking  the  social  and  cultural  map  of  Bri| 
But  this  time  she  may  be  taking  it  too  far.  In  some  ways 
is  applying  more  or  less  "American"  prescriptions  to  \ 
ails  Britain,  extending  the  market  into  such  new  territ<} 
as  health  care,  law,  and  education.  Her  central  objective  | 
allow  competition  to  declare  the  winners  and  losers. 

But  in  doing  so,  she's  attacking  cherished  traditions  I 
government  institutions  on  which  many  Britons  have  cj 
to  depend.  The  response  from  some  of  her  stauncj 
friends  in  the  Conservative  Party  has  been  an  angry  "[ 
Many  critics  contend  Thatcher  is  propelled  by  econ(| 
dogmatism  that  knows  no  bounds.  Indeed,  some  of  her 
posals,  especially  the  reform  of  the  health-care  system,^ 
poorly  thought  out.  What's  more,  with  the  economy  sho\ 
signs  of  coming  unstuck,  there's  the  question  of  whe| 
this  is  the  time  to  continue  the  push  for  social  overhai 
Is  Britain  ready  for  this — or  will  the  Iron  Lady  ha\ 
bend?  It  would  be  a  shame  if  her  doctrinal  zeal  stirred 
such  opposition  that  Thatcherism  came  unraveled.  She  I 
shrewd  politician.  Her  challenge  now  is  to  gauge  how| 
she  can  push  without  tearing  the  country  apart. 
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E^  enthing  \  ou'd  expect 
from  a  leaoing  pro\ider 
of  ad\  anced  \pice  and  data 
communications  s\  stems. 

From  its  strong  telecommuni- 
cations roots  in  the  South. 
BellSouth  is  now  able  to  proNide 
businesses  and  organizations  across 
the  country  and  in  more  and  more 
places  around  the  w  orld  \\ith 
sophisticated  \  oice  and  data  com- 
munications sv  stems  and  senlces. 

BellSouth  can  design,  install 
and  maintain  a  \\1de  range  of  tele 
comniunications  and  intormation 
s\3tems.  .\nd  because  BellSouth 
offers  products  and  ser\ices  from 
manv  suppliers,  it  can  sen  e  cus- 
tomers objecti\  eh',  recommending 
the  best  solutions  to  their  needs. 

Domestic  and  international 
marketing  and  supp>on  organiza- 
tions are  alread\  in  place  ajid 
BellSouth  responsi\"eness  to  cus- 
tomers is  a  pro\  en  fact. 

WTien  it  comes  to  \  oice  and 
data  communications  s\  stems. 
BellSouth  can  pro\ide  the  solutions 
N  ou  ha\  e  a  right  to  expea  from  a  ij 
leader  | 

For  more  information  on  f 
BellSouth  call  1-800-522-2355. 
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Stew  Leonard.  Oirner  of  Workl  's  /.nr(>est  Dciiiy  Store 

"If  you  want  to  start  a  fire,  you've  got  to  strike  a  match. 
That's  what  Dale  Carnegie  Training  does  for  us. 

It  lights  the  fire  of  enthusiasm  and  inspiration  in  our  people'.' 

15  years  ago  that  I  would  be  the  owner  of  a  business  now 
doing  $100  million  a  year.  But  it  has  happened,  and  it  has 
happened  because  I  was  fortunate  enough  in  the  beginning 
to  go  through  Dale  Carnegie  Training'  training  that  taught 
me  how  to  overcome  my  natural  lack  of  self-confidence 
and  how  to  believe  in  myself. 

1  was  only  20,  fresh  out  of  college,  when  it  fell  to  me  to 
run  our  small  family  dairy  business.  I  was  the  youngest 
in  a  family  of  seven  and  all  the  employees  here  were  twice 
my  age.  1  was  intimidated,  but  I  wanted  to  succeed.  I  took 
the  Dale  Carnegie  Course*  to  learn  to  work  with  people 
and  got  so  very  much  more  from  the  Course.  1  learned  that 
I  could  become  a  leader.  I  learned  about  human  relations  and 
to  respect  the  dignity  of  other  people.  I  gained  the  confidence 
I  needed  to  manage  and  build  my  company  It  gave  me  the 
understanding  that  success  depends  on  other  people  sharing 
your  philosophy  and  inspiration  and  working  together  toward 
a  common  goal. 

If  you  want  to  grow,  if  you  want  to  become  more  suc- 
cessful, you  have  to  learn  how  to  get  along  well  with  other 
people  and  how  to  motivate  them.  It  sure  helps  to  learn 
how  to  speak  in  front  of  people,  too,  because,  if  you've  got 
630  people  working  for  you,  like  1  have,  there's  no  way  to 
inspire  them  without  getting  up  in  front  of  the  room  and 
talking.  And  there's  no  place  in  the  world  better  to  learn  all 
this  than  in  a  Dale  Carnegie  Course®" 

To  find  out  more  about  Dale  Carnegie  Ttaining^^  and  how 
it  can  benefit  you  and  your  people,  ask  for  a  copy  of  our  quick- 
reading  booklet  that  describes  the  benefits  and  objectives  of 
Dale  Carnegie  Courses?  Call  toll-free  800  231  -5800.  Or  write 
to  the  address  below. 


"I'm  a  strong  supporter  of  Dale  Carnegie  Training?  a  firm 
believer.  My  company  is  based  upon  the  fundamentals  of 
Dale  Carnegie?  and  our  success  is  directly  attributable  to  those 
j  principles,  to  the  Carnegie  philosophy  Our  mission  is  to  create 
!  happy  customers,  and  Dale  Carnegie*  is  the  way  we  do  it, 
\  the  vehicle  that  makes  it  possible.  Almost  all  our  people  have 
'  gone  through  the  Dale  Carnegie  Course?  about  95  percent  of 
them,  because  it  helps  them  develop  the  right  attitude  about 
I  the  company  about  themselves  and  other  people  as  well, 
i      We're  very  proud  of  our  associafion  with  Dale  Carnegie? 

of  the  number  of  our  people  who  have  gone  through  the 
1  training.  When  a  new  employee  comes  to  us,  the  first  thing 
'  we  look  for  is  the  right  attitude,  because  success  begins 
:  with  atUtude.  Second,  once  we  find  someone  with  a  good 
attitude,  we  train  them  in  the  Stew  Leonard  way  of  doing 
things,  and  that  includes  not  only  training  in  their  specific 
job,  but  an  understanding  of  our  traditions.  Then  they  go 
through  Dale  Carnegie  Training?  because,  if  you  want  to 
start  a  fire,  you've  got  to  strike  a  match,  and  that's  what 
Dale  Carnegie®  does  for  us.  It  lights  the  fire  of  their  enthu- 
siasm, of  their  inspiration.  It  makes  them  want  to  become 
themselves  at  their  very  best.  Then  when  they're  ready,  we 
encourage  them  to  apply  everything  they've  learned.  And, 
we  make  it  all  fun.  We  call  it  WOW.  We  put  in  the  WOW  so 
it  stops  being  work  and  starts  being  fun. 

People  from  other  food  stores  around  the  country  often 
come  through  my  store  looking  for  the  secret  of  our  success. 
They  look  at  everything,  at  the  machinery  and  layout  and 
products  carried,  but  the  real  secret  of  success  at  Stew 
Leonard's  is  our  people. 
In  my  wildest  imagination,  I  would  not  have  predicted 
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The  production  index  edged  up  slighfiy  during  the  week  ended  Apr.  15.  On  a 
seasonally  adjusted  bosis,  only  output  of  cool  and  lumber  increased.  Offsetting  those 
gains  were  drops  in  the  production  of  trucks,  autos,  paperboard,  paper,  rail-freight 
traffic,  steel,  and  crude-oil  refining.  Output  of  electric  power  was  unchanged  from 
the  previous  week.  Before  calculation  of  the  four-week  moving  average,  the  index 
dropped  to  176.9  from  177.7  in  the  prior  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


H 

1988  19^ 
The  Ieadin9  index  increased  for  the  week  ended  Apr.  15.  The  index  now  stanf 
at  its  highest  level  since  August,  1987,  when  stock  prices  peaked.  Contributing  to  tl 
lotest  week's  increase  were  higher  stock  prices,  slightly  lower  bond  yields,  and  fast 
growth  rates  for  materials  prices,  real  estate  loons,  and  M2.  On  the  negative  sid' 
the  number  of  business  failures  rose.  Prior  to  calculation  of  the  four-week  movir 
average,  the  index  also  increased,  to  209  from  208.2  in  the  previous  week. 
Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


UrtMt 
week 

Week    %  Change 
ago     year  ago 

STEEL  (4/22)  thous.  of  net  tons 

2,053 

2,033  # 

4.2 

AUTOS  (4/22)  units 

161,1 19 

160,476r# 

0.7 

TRUCKS  (4/22)  units 

94,032 

87,343r# 

7.8 

ELEQRIC  POWER  (4/22)  millions  of  kilowatt-hours 

49,205 

30,633  # 

3.2 

CRUDE-OIL  REFINING  (4/22)  thous.  of  bbl./doy 

13,002 

13,025r# 

-1.4 

COAL  (4/ 1 5)  thous.  of  net  tons 

19,061  # 

18,791 

4.7 

PAPERBOARD  (4/15)  thous.  of  tons 

743.3  # 

756.6r 

1.7 

PAPER  (4/15)  thous.  of  tons 

742.0  # 

752.0r 

-1.3 

LUMBER  (4/15)  millions  of  ft. 

486.9  # 

483.3 

-4.6 

RAIL  FREIGHT  (4/ 1 5)  billions  of  ton-miles 

20.0  # 

19.7 

3.6 

Sources:  American  Iron  &  Steel  inst..  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA\  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

ago 

Year 
ago 

JAPANESE  YEN  (4/26) 

132 

132 

123 

GERMAN  MARK  (4/26) 

1.88 

1.86 

1.67 

BRITISH  POUND  (4/26) 

1.69 

1.71 

1.89 

FRENCH  FRANC  (4/26) 

6.35 

6.30 

3.67 

CANADIAN  DOLLAR  (4/26) 

1.19 

1.19 

1.23 

SWISS  FRANC  (4/26) 

1.66 

1.64 

1.39 

MEXICAN  PESO  (4/26)^ 

2,425 

2,420 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

in  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (4/26)  $/troy  02. 

383.850 

383.900 

-14.8 

STEEL  SCRAP  (4/25)  #  1  heovy,  $/ton 

1 16.50 

1  16.30 

-1.3 

FOODSTUFFS  (4/24)  index,  1967=100 

224.6 

226.1 

2.9 

COPPER  (4/22)  «/lb. 

147.5 

146.3 

46.6 

ALUMINUM  (4/22)  «/lb. 

98.0 

97.0 

-7.5 

WHEAT  (4/22)  #2  hard,  $/bu. 

4.51 

4.40 

41.8 

COTTON  (4/22)  strict  low  middling  1-1/16  in.,  ^/Ib. 

60.93 

61.68 

1.2 

Sources;  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau 
Week.  Kansas  City  mkt.,  Memphis  mkt. 

Metals 

Latest 
week 

Week 
ago 

%Chot 
yeor^ 

STOCK  PRICES  (4/2i)s&P300 

306,14 

298.47 

r, 

CORPORATE  BOND  YIELD,  Aoa  (4/21) 

9.80% 

9.80% 

INDUSTRIAL  MATERIALS  PRICES  (4/21) 

106.0 

105.6 

BUSINESS  FAILURES  (4/14) 

236 

236 

-n 

REAL  ESTATE  LOANS  (4/12)  billions 

$319.3 

$318.4r 

MONEY  SUPPLY,  M2  (4/10)  billions 

$3,093.3 

$3,091. Or 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/8)  thous. 

320 

318 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dull 
Bradstreet  (failures  of  lorge  companies).  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  sea  > 
ally  adjusts  dato  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
mo'ith 

Month 
ago 

%  Cha  t 
year  t 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Mar.)  millions  - 

$35,779  - 

$27,872 

-22 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Mar.)  billions  $124.9 

$123. 9r 

U 

IMPORTS  (Feb.)  millions 

$40,964 

$38,992r 

2 

EXPORTS  (Feb.)  millions 

$28,905 

$28,747 

1? 

Sources:  Treosury  Dept.,  Commerce  Dept. 

MONETARY  INDICATORS  1 

Latest 
week 

Week 
ago 

%  Chai> 
year  il 

MONEY  SUPPLY,  Ml  (4/10) 

$781.5 

$781.0r 

3 

BANKS'  BUSINESS  LOANS  (4/12) 

312.0 

313.3 

t 

FREE  RESERVES  (4/19) 

-323 

804r 

t< 

NONFINANCIAL  COMMERCIAL  PAPER  (4/12) 

1 12.3 

112.3 

2i 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves 

which  are  expressed* 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

Yeai 
ogo 

FEDERAL  FUNDS  (4/25) 

9.85% 

9.71  % 

6.8ik 

PRIME  (4/26) 

11.50 

1 1.30 

8.5a| 

COMMERCIAL  PAPER  3-MONTH  (4/25) 

9.76 

9.73 

6.92* 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/26) 

9.80 

9.80 

 1- 

6.9SI 

EURODOLLAR  3-MONTH  (4/19) 

10.15 

10.14 

7.08 

Sources:  Federal  Reserve  Board,  First  Boston 

#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  [chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmi| 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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FOR  THEM  

THE  FUTURE  IS  NOW 


Announcing 


Endangered  Species: 

CHILDREN  OF  PROMISE 

On  October  20th  BUSINESSWEEK  will  publish  a  very  important  advertising  supported 
"White  Paper"  detailing  the  Crisis  in  American  Education  (grades  K  through  12).  This 
Cail-TD-Action  will  enlist  the  help  of  American  business  to  become  more  involved  in 
solving  a  multiplicity  of  education  issues. 


Won't  you  help  us,  as  partners, 
to  get  our  children  off  the  endangered  species  list? 


For  additional  information,  call  Sue  Swarzman,  Project  Director,  (212)  512-3019 


Businessweek 


The  Gnl  Jen  Gate  Brid^'c, 
phuto.ur.ij^hed  by  Al.in  Ross. 


2  western  U.S.,  Bank  of  America  offers  a  fresh 
pective  on  world  markets.  A  distinct  outlook 


that  points  the  way  to  new  solutions.  And  a  view  of 
your  needs  that  extends  beyond  today's  transaction. 


Busines^Meek 
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BIG  OR  SMALL, 

IT'S  LEADERSHIP  THAT  COUNTS 

*Bs  your  company  too  big?"  (Cover  Sto- 
Bry,  Mar.  27)  raises  some  challenging 
issues  for  business  leaders.  The  gut  one: 
Can  a  company's  leadership  manage  ef- 
fectively in  an  ambiguous  environment? 
Executives  tend  to  see  things  in  black  or 
white.  That  is,  the  business  must  be  big 
or  small,  centralized  or 
decentralized.  The  fu- 
ture demands  both  at 
the  same  time. 

Business  executives 
need  to  step  back  and 
focus  on  managing  the 
context,  and  let  others 
manage  the  content.  In- 
formation technolog}-  is 
one  of  the  great  facilita- 
tors in  successfully  man- 
aging the  context  and 
pushing  the  content  out 
into  decentralized  and 
innovative  structures. 
Without  a  mind-set  shift 
by  the  leadership,  however,  the  addition 
of  technology  only  serves  to  add  to  cor- 
porate overhead. 

Dudley  P.  Cooke 
President 

Executive  Insight  Group  Inc. 

Bryn  Mawr,  Pa. 

Joseph  Schumpeter  would  be  horrified 
at  being  cast  as  an  apologist  for  large 
corporations — given  today's  slow-mov- 
ing, dim-witted,  risk-averse  behemoths. 
In  fact,  Schumpeter  was,  and  is,  the  pa- 
tron economist  of  the  entrepreneur.  His 
writings  pioneered  the  recognition  that 
innovation  and  risk-taking  are  what 
makes  capitalism  work. 

Schumpeter's  point  in  the  1942  work 
quoted  [in  your  story]  was  that  it  is  not 
really  the  efficiencies  resulting  from 
price,  quality,  and  marketing  competi- 
tion between  existing  firms  in  an  indus- 
try that  are  important  for  economic 
growth.  Rather,  he  wrote,  it  is  "competi- 
tion from  the  new  commodity,  the  new 
technolog\-,  the  new  source  of  supply, 
[and]  the  new  tj^^e  of  organization"  that 
"in  the  long  run  expands  output  and 
brings  down  prices." 


Today  large  organizations  are  noth 
new — so  they  do  not  inherently  lead 
material  progress.  It  is  the  smaller  orv 
nizations,  which  have  no  vested  intern 
in  the  status  quo,  that  are  leverage 
new  commodities  (scrap  in  minimills  s. 
U.  S.  Steel),  new  technologies  (mio 
processors  in  PCs  vs.  IB.\I),  new  sour<s 
of  supply  (Pacific  Rim  autos  vs.  GM).  dd 
new  types  of  organizations  (long-c^- 
tance-only  companies  vs.  AT&T)  to  1- 
com.e  the  economic 
gines  of  tomorrow. 

What  follows  fr(jr. 
Schumpeter's  insightsis 
that  we  must  reorist 
our  public  policies  to 
liberately  facilitate  cai- 
talism's  tumultuo|B 
"process  of  creative  I- 
struction,"  rather  thr. 
favoring  entrenched  cf- 
porate  giants  if  we 
to  successfully  comp( 
in  the  global  mark 
place  over  the  long  n 
Sid  Nels 
Tucson,  Ai 


Thomas  J.  Peters'  statement:  "0 
strength  is  The  Limited,  Nordstro 
and  Wal-Mart  knocking  ofi"  J.  C.  Penn 
and  Sears,"  is  not  accurate. 

Five  years  ago,  J.  C.  Penney  red 
nized  that  the  mass-m.erchandising  wo 
had  changed.  They  dumped  their  t 
and  battery  centers,  stopped  selling  n 
jor  appliances,  dropped  piece  goods  a 
sewing  machines,  sporting  goods,  hai 
ware  and  paint,  and  entered  into 
major  program  of  merchandise  and  sti 
upgrading. 

Now  they  are  positioned  above  t| 
fight  that  Sears,  K  mart,  Wal-Mart,  a: 
the  major  discount  chains  are  engag| 
in.  Their  data  processing  system  is 
major  processor  of  oil  company  ere 
card  slips,  and  the  communications  sj 
tem  is  used  by  many  companies  for  te 
conferencing.  They  moved  out  of  hig 
cost  New  York  to  lower-rent-and-labc 
cost  Dallas. 

The  result?  When  my  wife  joined  J 
Penney  15  years  ago,  Sears  stock  soi 
for  twice  as  much  as  Penney  (40  vs.  2i 
Today,  after  a  two-for-one  split  sever 
years  ago,  Penney  is  valued  at  an  equ 
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All  the  news  you  need  to  know. 

Great  new  things  are  happening  at  Hitachi. 
All  around  the  world.  In  every  imaginable  field' 
For  example,  we're  making  great  strides  in 
consumer  electronics.  Our  new  CT3I85B  Big  Screen 
TV  will  simply  stun  your  senses.  With  600  lines  of 
horizontal  resolution.  An  S-VHS  input  jack.  Intelligent 
remote  control.  And  digital  ZTV  that  allows  you  to 
watch  two  TV  channels  simultaneously. 

Our  neyv  VM-6I00A  Super  VMS  video'carriera 
has  also  made  a  lot  of  news  lately  Its^spphisticate 
MOS  Image  Sensor  provides  razor-sharp  images. 
Finely  detailed  textures.  Remarkable  depth  cl^jty. 
And  Its  adjustable  high-speed  sfi^tter  captures  t. 
very  fastest  action. 

The  world  has  come  to  expect  n'sw,  exciting 


E  Q  U I  I  Y  COMPUTERS 


POWER 

How  Much  Do  You  Need? 


It  depends.  Do  you  have  a  massive  database  to  manipulate? 
Or  lengthy  reports  to  write?  Do  you  want  bolder,  gutsier 
^'='*t.    graphics?  Or  more  sharply  displayed  spreadsheets? 

The  point  is,  more  power  may  not  be  the  ordy 


The  Equity  386120  is     answcr.  What  you  really  need  is  a  personal  computer 

Epson^  newest, most  . 

with  your  ideal  combinadon  of  features.  That  s  precisely 

powerful  computer. 

„   .  .  .  the  idea  behind  the  Epson* Equitv™line. 

Bui  is  it  the  '  ^ 

ri^t  Equity  for  you?  Choosc  from  fivc  affordable  machines  offering  an 

impressive  range  of  speed,  power,  memory  and  flexibility.  Each  one 
geared  to  a  different  type  of  user.  Though  the  features  vary  from  one 
Equity  computer  to  the  next,  they  all  share 
one  important  thing  in  common. 

Epson's  renowned  reputation  for 
quality,  reliability  and  value. 


EPSON 


WHEN  YOU'VE  GOT  AN  EPSON, 
YOU'VE  GOTA  LOT  OF  COMPANY 


alent  value  of  104,  and  Sears  is  still 
hanging  around  42. 

Frederick  Dunn 
Clearivater.  Fla. 

WHY  THE  PENTAGON  WANTS 

TO  FLY  WITH  JAPAN  

Your  story  on  the  FSX  problem,  "Can 
the  Pentagon  keep  shielding  Ja- 
pan?" (International  Business,  Mar.  27), 
was  a  disappointment.  Why  would  the 
Pentagon,  against  the  wishes  of  Com- 
merce Secretary"  Robert  A.  Mosbacher 
and  U.  S.  Trade  Representative  Carla  A. 
Hills,  want  to  persuade  Tokyo  to  jointly 
develop  the  new-generation  fighter  air- 
craft? There  are  two  key  reasons:  First, 
the  Pentagon  is  seeking  Japanese  tech- 
nologT.'  on  new  carbon  fibers  for  wings — 
a  must  to  commercialize  supersonic 
flight;  the  superior  radar  technology- 
that  the  Japanese  have  would  be  another 
plus.  Second,  the  Japanese  contractors 
have  been  trying  to  derail  this  compro- 
mise from  the  start.  They  want  it  to  be 
an  all-Japan  product.  In  that  way,  their 
contractors  can  take  the  lion's  share  of 
the  business  well  into  the  21st  centun\ 
The  Pentagon  has  persuaded  the  gov- 
ernment in  Tokyo  to  drag  the  business 


community  to  the  bargaining  table.  Mr. 
Mosbacher  and  Ms.  Hills  should  do  an 
immediate  about-face  and  side  with  the 
Pentagon.  Their  job  is  to  defend  our  in- 
terests, not  Japan's.  A  common  front 
makes  for  more  fruitful  discussions. 

Robert  W.  Shatz 
Los  Angeles 

WHO'S  TO  BLAME 

FOR  THE  LATIN  DEBT  MESS?  

Paul  Craig  Roberts'  column  "No  re- 
lief on  Latin  debt — without  World 
Bank  reform"  (Economic  Viewpoint, 
Mar.  6)  really  comes  to  the  meat  of  the 
problem.  The  economic  stagnation  in 
Latin  America  today  is  largely  due  to 
the  lack  of  an  adequate  infrastructure — 
and  that  is  largely  due  to  the  arrogance 
and  naivete  of  the  World  Bank,  Inter- 
American  Development  Bank,  and  other 
international  lending  institutions.  It's  no 
wonder  that  we  who  live  in  Latin  Ameri- 
ca suffer  from  inadequate  water,  elec- 
tricit>-,  and  telephone  senice  when  these 
utilities  are  pro\ided  by  organizations 
run  by  incompetent  and  frequently  cor- 
rupt public  officials. 

I  have  been  involved  in  many  World 
Bank-financed  projects  and  watched 


them  go  sour  because  of  the  failure  f 
the  bank's  representatives  to  deal  wii 
the  inept  and  corrupt  public  officiii 
who  administer  the  public  utility-  secti* 
On  one  occasion,  I  asked  a  World  Ba  t 
official  visiting  Nicaragua  about  the  p(- 
sibility  of  diversion  of  large  amounts  f 
money  in  that  country  after  the  19! 
earthquake.  His  response  was  that  :i, 
was  a  police  matter  and  of  no  concern  > 
the  bank.  Most  of  us  then  knew  that  t/ 
police,  the  public  sector,  and  just  abof 
everything  else  in  Nicaragua  were  undjt 
the  direction  of  one  man.  t 
Aside  from  the  outright  coiTuptici 
the  World  Bank  should  have  learnl 
long  ago  that  no  amount  of  capital  ci 
substitute  for  adequate  doses  of  ma- 
agement  and  accountability.  The  failu^ 
of  the  bank  to  comprehend  this  bas: 
maxim  is  not  surprising  when  one  co- 
siders  that  it  and  its  sister  institutio 
are  staffed  by  individuals  who  w^ 
schooled  as  public  sector  bureaucrats. 

James  C.  Warr^i 
Guatemala  Cixx.  Guatemat 


!.-rfi 


If  it  is  capitalism  we  want  from  oj 
Latin  neighbors,  we  should  set  the 
ample  by  insisting  that  the  U.  S.  ban!  i 
that  unwiselv  extended  credit  to  th(f 


PhoneWATS 


M  AT&T 


AT&T 


MULTI-UOCATIONWATS 


When  It  Comes  To  Savings  And  Services, 


Sa\ings  isn't  the  only  reason  companies 
are  picking  US  Sprint's  Network  WATS"  over 
.AT&T's  .Multi-Location  W.ATS. 

With  Sprint,  every'  call  travels  on  the 
nation's  first  and  only  10(V'o  digital  Fiber 
Optic  .Network  (FON")— the  network  whose 

t  r-*".'- '  S  SiTir-  r  ,?T.rT,urin  jlj-r.s'  'iFipar-.  Lir  ^t:  i-j:!:,.  Mi;;,  »i  s  ^p^rlI j  r 
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sound  quality  is  preferred  by  9  out  of  10 
people  over  AT&T. 

Network  W'-ATS  also  gives  you  the  option 
of  having  branch  offices  billed  individually 
or  getting  one  con,solidated  company- 
wide  invoice  every-  month.  .And  gi\  es  you 


a  single  management  report  that  summarizej 
all  outbound  calls  from  all  locations. 
.AT&T  doesn't. 

.And  Sprint  gives  you  all  this  sa\ings  and 
flexibility  with  nostringsattached.Togetany 
savings  at  all  with  .AT&T,  you  have  to  sign 


atin  American  customers  far  beyond 
rudent  limits  bear  the  loss  themselves. 
■  the  U.  S.  banks  turn  to  the  U.  S.  tax- 
lyer  to  help  bail  them  out  of  their  bad 
lans,  we  had  all  better  talk  about  capi- 
Jism  and  free  enterprise  in  somewhat 
uted  terms. 

C.  Victor  Raiser  II 
Washington 

MEX'  CREDIT-CARD 
USINESS  IS  IN  THE  PINK 


f 


'Lou 


our  article  on  Lou  Gerstner 
Gerstner  is  girding  for  a  long,  hard 
impaign,"  Top  of  the  News,  Mar.  27) 
eluded  a  sidebar  headed  "rjr's  gain 
luld  mean  pain  for  AmEx."  In  it  you 
)ted  that  loss  reserves  in  American  Ex- 
•ess'  card  business  were  up  by  317f  in 
•88. 

Our  1988  annual  report  points  out 
at  the  provision  for  credit  losses  did  in 
ct  increase  by  31%,  but  that  the  in- 
ease  was  primarily  a  result  of  higher 
,arge-card  volume  and  expanded  card- 
ember  lending. 

By  neglecting  to  mention  these  fac- 
rs,  you  are  suggesting  that  we  are 
cing  credit  problems  in  our  card  busi- 
:ss.  In  fact,  we  are  experiencing  signif- 
int,  high-quality  growth  in  our  core 
rd  product  as  well  as  in  our  consumer 


CORRECTIONS  &  CLARIFICATIONS 

"The  North  American  shakeout  arrives 
ahead  of  schedule"  (International  Busi- 
ness, Apr.  17)  said  Telenet  Communica- 
tions Corp.  is  expected  soon  to  an- 
nounce a  sale  of  telephone  switches  in 
Canada.  The  anticipated  deal  is  actual- 
ly for  packet  data  switches  and  related 
equipment. 


lending  business,  an  area  of  great  stra- 
tegic emphasis  for  us. 

Other  credit  performance  indicators, 
not  mentioned,  amply  demonstrate  that 
our  cardmembers  are  performing  better 
than  ever.  In  1988  we  realized  losses 
averaging  0.66%  (66  basis  points)  of 
cardmember  receivables,  down  from 
0.68%  in  1987  and  0.77%  in  1986.  In  addi- 
tion, the  average  life  of  our  cardmember 
receivables  has  steadily  declined  over 
the  same  period:  42.5  days  in  1988  vs. 
44.6  days  in  1987  and  45. i  days  in  1986. 
These  indicators  certainly  do  not  paint  a 
picture  of  a  business  confronting  "long- 
term  worries." 

I  might  add  that  while  Mr.  Gerstner 
was  the  chief  executive  officer  of  our 
Travel  Related  Services  subsidiary  dur- 
ing these  years,  the  policies  and  proce- 
dures that  underlie  this  outstanding  re- 
cord were  crafted  by  the  existing  TRS 


management  group,  led  by  Aldo  Papone 
and  implemented  by  the  many  TRS  em- 
ployees involved  in  our  credit  and  opera- 
tions areas. 

Craig  A.  Streem 
Vice-President 
Investor  Relations 
American  Express  Co. 

New  York 

IT  MAY  BE  FUNNY, 

BUT  irS  NOT  HIS  JOKE  

In  your  recent  article  "Comedy  clubs 
can  be  knockouts"  (Personal  Business, 
Mar.  27)  I  was  quoted  with  a  joke  about 
Utah. 

Although  I  have  many  good  jokes  to 
choose  from,  including:  "I  smoked  a 
clove  cigarette  and  got  an  urge  to  ram 
my  head  into  a  cooked  ham,"  the  one 
about  Utah  is  not  mine.  It  was  written 
and  performed  by  Denver  comic  Vince 
Curran,  and  he's  the  one  who  should 
receive  the  credit. 

Jim  Truman 
Nederland,  Colo. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N,  Y  10020.  Fax:  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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Guess  Which  One  Sounds  The  Best? 


I  one-year  contract. 

But  how  much  do  ,vnu  actually  save  v\  ith 

print'?  Our  rates  are  up  to  13"n  less  than 
I  T&T's,  including  a  5"o  discount_on  all 
I  )ial  1  WATSr  Ultra  WATS "  and  FONCARD  " 

alls.  Plus,  we'll  waive  the  monthly  service 


tee  tur  the  first  three  months. 

And,  of  course,  we  give  you  tlie 
top-quality  products  and  service  .vour 
business  demands. 

So  before  you  sign  on  the  bottom  line, 
he  sure  to  compare  the  bottom  lines. 


Call  l-SII()-,S77-:^l)()()  today  And  tal 
with  the  best. 


Talk  With  The  Best; 


BUSINESS  WEEK/MAYS.  198915 


"The  key  to  global  performance  is 
understanding  local  markets'.' 


When  you  re  searching  for  opportunities  in  global  finance,  experience 
shows  that  any  answer  also  poses  questions:  Does  a  cost  advantage  out- 
weigh the  price  risk  involved?  Can  risks  be  mitigated  through  hedging  or 
other  strategies?  How  can  implicit  yield  and  currency  considerations 
affect  total  return?  For  investors  and  borrowers  alike,  J.R  Morgans  world 
wide  financial  network  is  unecjualed  in  its  ability  to  anticipate  the  ques- 
tions and  su[)plv  the  answers.  By  providing  local-market  intelligence 
viewed  within  a  glohal  context,  we  can  help  you  make  the  right  moves 
when  the  timing  and  circumstances  are  right  for  your  objectives. 


J  P  Morgan 


in  global  finance,  the  best  opportunities  sclduni  arrive  on  schedule,  lo  move  when  the  time  is  right,  you  need 
"ical-market  intelHgence  viewed  from  a  global  perspective. 


THE  ENIGMA  OF  JAPANESE  POWER 

By  Karel  van  Wolferen 

Alfred  A  Knopf  •  496pp  •  $24.95 


WHO  CALLS  THE  SHOTS 
IN  JAPAN?  NOBODY 


If  you  wonder  how  Japan's  Liberal 
Democrats  can  stay  in  power  as  the 
Recruit  Co.  bribery  scandal  topples 
the  Prime  Minister,  author  Karel  van 
Wolferen  has  an  intriguing  answer:  The 
LDP  doesn't  actually  hold  power  in  Ja- 
pan. In  fact,  he  says,  nobody  does. 

In  The  Enigma  of  Japanese  Power, 
van  Wolferen  argues  that  parliamentary 
democracy  in  the  world's  second-largest 
economy  is  a  thin  veneer.  Despite  regu- 
lar elections,  Japanese  voters  have  no 
real  choice  of  leaders  or  policies.  The 
LDP  has  held  sway  since  1955,  but  that's 
only  part  of  the  problem.  Japanese  vot- 
ers are,  in  effect,  servants  of  an  en- 
trenched "System"  dedicated  only  to 
self-preservation. 

Van  Wolferen,  a  correspondent  for  the 
Netherlands'  SCR  Handelsblad  and  a  25- 
year  resident  of  Japan,  documents  with 


passion  and  intelligence  how  power  is 
deployed.  Oblique  but  strict  rules  dictate 
the  relationships  among  competing  elites 
of  politicians,  bureaucrats,  and  execu- 
tives. He  shows  how  the  national  policy 
of  expansion  at  the  expense  of  foreign 
competitors  evolved  over  decades,  when 
Japan  was  building  its  industrial  power- 
house. The  policy  is  dangerously  out  of 
date,  but  nobody  in  Japan  has  the  au- 
thority to  alter  it. 

To  support  his  case,  first  outlined  in 
an  article  for  Foreign  Affairs  magazine 
two  years  ago,  van  Wolferen  marshals 
fantastic  detail,  drawing  on  Japanese 
sources  rarely  tapped  by  other  Western 
commentators.  He  highlights  the  scope 
of  old-boy  networks  by  tallying  the  To- 
kyo University  graduates  in  key  minis- 
try and  LDP  posts.  To  illustrate  Prime 
Minister  Noboru  Takeshita's  personal 


dependence  on  the  construction  industi, 
he  draws  a  family  tree  of  relatives  m;- 
ried  into  major  construction  concerns.  ; 

Instead  of  the  harmony  many  We.i-  i 
erners  associate  with  Japanese  govern- 
ment, he  uncovers  a  host  of  warri;? 
factions  with  a  power  vacuum  at  tj 
center.  For  Japan's  institutions,  the  la; 
of  "a  formula  for  agreeing  to  disagre; 
lets  conflicts  spin  out  of  control.  Bravs 
in  the  Diet  were  so  common  during  t| 
1950s  that  stenographers  petitioned  f^  ■ 
protection,  and  the  recent  tax  reform  » 
bates  were  punctuated  by  violence.  |ii 

For  the  country's  frustrated  tradif 
partners,  there  is  a  message:  Japanel 
politicians  renege  on  promises  to  op|. 
markets  and  boost  imports  not  becauf 
they  are  devious  but  because  they  hai 
no  means  to  deliver.  The  U.  S.  is  par* 
to  blame.  Washington's  lenient  and  | 
consistent  trade  stance  since  the  end 
World  War  II  has  reinforced  Toky( 
tendency  to  steam  ahead  with  no  one 
the  helm  who  will  uphold  principles  \^ 
take  responsibility  for  failure.  Un 
Americans  grasp  the  true  shape  of  Ja{ 
nese  politics,  the  author  warns,  there 
little  hope  of  progress  on  the  trade  fro  stei 
and  great  risk  of  rising  belligerence,  mi 

Van  Wolferen  is  an  engaging  nan  gaa 


)r,  whether  he  is 
[etching  the  emascu- 
tion  of  Japan's  labor 
lions  or  the  casual 
lysical  abuse  with 
hich  police  extract 
infessions  from  crimi- 
il  suspects.  And 
hile  others  have  de- 
ribed  the  stifling  of 
tellectual  debate,  the 
irsecution  of  small 
isinesses,  and  the  poi- 
n  cf  money  politics, 
,n  Wolferen's  account 
inetrates  deeper, 
•en  though  it  was 
ritten  before  the  Re- 
uit  scandal. 
The  only  serious 
,ws  are  his  penchant 
r  hyperbole  and  the  unrealistically 
rk  picture  he  paints  of  life  in  Japan, 
iddle-class  workers  emerge  as  a  de- 
sed  mass,  stripped  of  individuality  by 
e  education  system,  bullied  by  their 
mpanies,  and  hoodwinked  by  the  me- 
i.  Van  Wolferen's  metaphor  is  of  a 
rticulturist  who  creates  a  chemical  po- 
n  to  stunt  his  roses.  This  kind  of  grim 
erstatement,  while  poetic,  does  noth- 
l  to  advance  the  argument. 
Americans  may  also  question  how 


SCUFFLING  AT  THE  DIET:  BRAWLS  AMONG  LEGISLATORS  SOMETIMES  PUNCTUATE  DEBATE 


helpful  his  analysis  of  Japanese  trade 
policy  is.  You  don't  need  to  posit  a 
"stateless  nation,"  as  the  author  calls  it, 
to  explain  why  Japanese  politicians  back 
down  on  promises.  Intransigence  on 
trade  has  brought  Japan  prosperity,  and 
the  policy  has  more  popular  support 
than  van  Wolferen  admits. 

One  example  of  overstatement  is  van 
Wolferen's  contention  that  the  Japanese 
don't  realize  that  they  would  benefit 
from  market  liberalization.  In  fact,  many 


educated  Japanese  un- 
derstand that  it's  a 
trade-off.  Yes,  imports 
could  be  cheaper.  On 
the  other  hand,  whole 
industries  owe  their 
survival  to  protection- 
ism. High  prices  at 
home  have  subsidized 
exporters.  Circuitous 
distribution  channels — 
targeted  as  trade  barri- 
ers by  the  U.  S. — have 
provided  jobs.  In  short, 
the  Japanese  may  be 
getting  what  they 
want  from  their  trade 
representatives. 

Furthermore,  after 
an  excellent  analysis  of 
power  in  Japan,  van 
Wolferen  comes  up  short  on  recommen- 
dations. All  he  can  suggest — cynically, 
one  hopes — is  that  Tokyo  University  be 
abolished  and  that  more  Japanese  be- 
come lawyers,  so  that  victims  of  the  Sys- 
tem can  litigate  to  protect  their  rights. 
His  pessimistic  conclusion:  Making  Ja- 
pan a  true  constitutionalist  state  "would 
require  realignments  of  power  akin  to 
those  of  a  genuine  revolution." 

Enigma  is  neither  an  exercise  in  Ja- 
pan-bashing nor  a  blueprint  for  Wash- 
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gton's  dealings  with  Tokyo.  Instead, 
in  Wolferen  has  written  a  readable  and 
ntroversial  expose.  In  describing  Ja- 
'.n's  government  as  a  suffocating  tan- 
e  of  political  arrangements  with  no  ac- 
untability  at  the  core,  his  book  is 
using  a  furor  in  some  Japanese  circles, 
id  it  could  have  profound  implications 
r  Western  policymakers  as  well. 

BY  NEIL  GROSS 
kyo  Correspondent  Gross  has  lived  in 
pan  for  10  years. 


OK  BRIEFS  I 


»LOWYN:  A  BIOGRAPHY 

A.  Scott  Berg 

red  A.  Knopf  •  580pp  •  $24.95 


ollywood  today  is  full  of  one-pic- 
ture producers  with  flashy 
clothes  and  cars,  but  in  the  histo- 
of  the  movie  industry,  true  moguls 
ve  been  few  and  far  between.  By  any 
,  !asure,  Samuel  Goldwyn  was  the  real 
!ng.  Born  Schmuel  Gelbfisz  in  War- 
w,  Goldwyn  emigrated  illegally  to  the 
S.  in  1898  and  became  a  glovemaker. 
•  the  time  he  died  in  1974  at  the  age  of 
,  his  name  was  almost  synonymous 
th  Hollywood.  He  made  one  of  its  first 
iture-length  films,  The  Squaw  Man, 
d  in  a  43-year  career  produced  such 
,ssics  as  Wuthering  Heights  and  The 
ttle  Foxes.  His  discoveries  included 
inald  Colman,  David  Niven,  and  Lu- 
e  Ball.  He  worked  with  Cecil  B.  De- 
lle  and  feuded  with  Louis  B.  Mayer, 
[n  A.  Scott  Berg's  brilliant  biography, 
Idwyn's  ascendance  and  decline  mir- 
■  Hollywood's.  The  book  traces  Gold- 
•n's  often-rocky  path  to  a  position  of 
■midable  influence.  He  could  be  a  rau- 
is  bully,  firing  or  berating  Holly- 
'Od's  finest  writers  and  directors.  Berg 

0  shows  how  television  changed  Hol- 
vood  and  left  Goldwyn's  movie  formu- 
-high  budgets,  big  stars,  and  meticu- 
is  direction — largely  in  the  dust. 
Berg  takes  readers  into  the  Beverly 
lis  mansion  where  Goldwyn,  who 
ed  publicity,  was  renowned  for  his 
ish  parties.  And  he  shares  the  origins 
famous  Goidwynisms,  from  "Include 
:  out"  to  "He's  biting  the  hand  of  the 
3se  who  laid  the  golden  egg." 
joldwyn's  son,  Samuel  Jr.,  asked 
rg  to  be  his  father's  biographer  10 
irs  ago,  after  Berg  won  the  American 
ok  Award  for  his  work  on  editor  Max 
rkins.  The  author  had  access  to  years' 
rth  of  Goldwyn's  personal  papers, 

1  Samuel  Jr.  introduced  him  to  scores 
'  Goldwyn  intimates,  famous  and  un- 
3wn,  who  shared  their  reminiscences. 
•Idtvyn  assembles  them  into  a  star- 
ality  epic. 

BY  RONALD  GROVER 
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T-Bills... 

The  Easy 

If  you  are  considering  Treasuries  for  steady  current  income  and  preserva- 
tion of  your  inveslnieiit  dollars,  look  into  Fidelity.  We  make  buying  and  owning 
any  U.S.  Treasin-y  Security  easy.  Our  representatives  can  provide  information  to 
help  you  pick  the  Treasury  that's  right  for  you,  whether  you  need  your  money  in 
3  months  or  .->()  years.  Call  toll-free  24  hours  a  day  and  talk  with  our 
n(  )-pressure  representatives. 

Plus  these  Fidelity  Extras! 

✓  24  Hour  Toll-Free  Service  ^  Easy  access  to  current  prices  and  rates 
No  sales  pressure  or  hidden  costs 


1-800-544-6666  24  hours 
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Encore  performance. 

When  it  comes  to  fax  quality,  nothing  outperforms  Omnifax.  Typed 
documents,  charts,  diagrams,  even  photographs  are  reproduced  in 
near  picture-perfect  detail.  Plus,  it  has  all  the  latest  features  that 
make  documents  as  easy  to  fax  as  they  are  to  ^^f^^^^^^ 
read.  For  more  details  and  a  free  booklet,  ^^^^^^^^^B 
The  Joy  of  Fax,  call  1-800-221-8330. 

Omnifax  is  sold  and  serviced  in  the  U.S.,  Canada  &  Puerto  Rico  t}y  Telautograph  Corporation. 
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Concorde  jetliners  and  chil- 
dren's dirt  bikes  would  be  in 
for  rough  landings  were  it  not  for 
Akzo's  Crystex   insoluble  sulfur. 

Crystex  additives  make  high 
performance  radial  tires  pos- 


sible and  toughen  rubber  so  it 
can  bounce  back  into  shape  again 
and  again. 

As  a  matter  of  fact,  without 
our  products  the  tires  on  a 
Concorde's  landing  gear  would 


need  replacement  after  every  products  are  just  a  claw ^ 
touch  -  down.  Invisible  on  the  ample  of  one  of  Akzo's  Wt^f^ 
finished  product  but  essential     activities:  turning  commjl 


to  its  performance  -  as  are  the     into  specialties, 
industrial  fibers  from  Akzo  that  Akzo's  specialty  chiiil' 


:Sa: 


toughen  the  same  tires  -  Crystex      are  also  an  unseen  yet  esen 


t  ;nt  in  modern  papers,  nearly  all  of  these  applications  50  countries,  active  in  chemicals, 

p  itergents,  fabric  soften-  in  close  cooperation  with  our  fibers,  coatings  and  health  care, 

k  Its,  medicines,  synthetic  clients.  Many  are  based  on  the  For  further  information 

)  »mputer  chips,  insecti-  more  than  20,000  patents  award-  please  write  to  Akzo  America  Inc., 

tlhesives  and  hundreds  of  ed  to  our  researchers.  Corp.  Comm.  Dept.,  Ill  West  40th 

terns.  We've  developed  Akzo.  We're  70,000  people  in  Street,  New  York,  N.Y.  10018. 
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SURE,  SPEND 
MORE  ON  CHILD 
CARE.  BUT 
SPEND  WISELY 


BY  GARY  S.  BECKER 


President  Bush's  tax-credit 
proposal  would  help  poor 
parents,  but  not  necessarily 
their  kids — and  other 
ideas  being  debated 
would  lavish  aid  on 
families  that  don't  need  it 


GARY  S  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


Child  care  has  become  a  hot  political 
issue.  Washington  is  involved — and 
should  be.  The  public  has  a  clear 
interest  in  the  care  of  the  nation's  chil- 
dren— especially  poor  or  neglected 
youngsters. 

Unfortunately,  some  of  the  proposals 
would  help  parents  at  the  expense  of 
children,  and  some  wouldn't  help  those 
who  need  help  the  most.  The  many  pro- 
posals for  improving  child  care  include 
President  Bush's  tax  credit  for  low-in- 
come families  with  young  children.  Rep- 
resentative Patricia  Schroeder's  (D-Colo.) 
mandatory  job  leaves  for  parents  with 
newborn  or  ill  children,  part-time 
mommy  tracks  at  companies,  and  subsi- 
dizing child  care — especially  for  the  chil- 
dren of  working  women. 

There  is  good  reason  to  be  concerned 
about  what  has  been  happening  to  chil- 
dren in  the  U.  S.  during  the  past  couple 
of  decades.  Scores  on  both  the  verbal 
and  mathematics  parts  of  the  Scholastic 
Aptitude  Tests  declined  sharply  during 
the  1960s  and  1970s,  although  they  have 
increased  a  little  during  the  1980s.  The 
suicide  rate  among  teenagers  and  young 
adults  soared  during  the  1960s  and 
1970s,  while  the  rate  for  all  adults  re- 
mained stable. 

The  number  of  children  growing  up 
with  a  single  parent  has  multiplied  as 
the  divorce  rate  rocketed,  and  now  al- 
most 207c  of  America's  families  are 
headed  by  working  mothers,  the  major- 
ity with  low  incomes.  The  incidence  of 
pregnant,  unmarried  high  school  stu- 
dents has  jumped,  drug  use  has  infected 
every  community,  and  the  barrage  of 
other  disturbing  statistics  seems  end- 
less. The  same  trends,  although  less  dra- 
matic, are  found  in  Britain,  Sweden,  and 
other  Western  European  countries. 
PRECIOUS  LITTLE.  President  Bush's  tax 
credit  would  award  poor  families  a  tax 
refund  of  as  much  as  $1,000  per  child 
under  age  four,  but  this  only  helps  the 
children  to  the  degree  that  the  parents 
spend  part  of  that  additional  income  on 
the  children.  However,  the  children  will 
see  precious  little  more  from  parents 
who  care  mainly  about  themselves.  Un- 
fortunately, because  the  President's  pro- 
posal ensures  child  support  to  divorced 
mothers,  it  could  also  encourage  some 
poor  families  to  split  up. 

Moreover,  what  happened  during  the 
1960s  and  1970s  shows  that  merely 
throwing  more  public  money  at  the 
child-care  problem  is  not  enough.  The 
situation  deteriorated  markedly  during 
those  decades  despite  a  rapid  growth  in 
federal,  state,  and  local  spending  on  chil- 
dren. It  seems  clears  that  we  need  to 
spend  more  resources  on  child  care.  But 
in  my  opinion,  any  increased  public 
spending  on  such  programs  must  be  tar- 


geted to  specified  purposes  that  are  lil 
ly  to  improve  skills,  training,  mem 
health,  values,  and  other  human  capit 
This  is  the  best  way  to  reduce  t 
chances  that  spending  is  not  diverted 
benefit  other  groups. 

Probably  the  best  way  to  ensure  t 
most  bang  for  the  public  buck  would 
some  sort  of  system  of  vouchers  thi 
could  be  redeemed  by  poor  families  fj 
those  activities  that  improve  human  ca 
tal.  For  example,  medical  care,  couns 
ing  services,  and  Head  Start  prograi 
for  children  are  promising  candidates 
a  voucher  program. 

If  Bush's  tax-credit  scheme  is  flawd 
so  are  the  other  proposals  for  child  caii 
Most  help  middle-class  and  richer  fai 
ilies  as  well  as  poor  families,  or  he 
parents  at  the  expense  of  children.  F 
example,  government  subsidies  to  chil 
care  facilities  favor  all  families  wi 
working  mothers,  not  just  poor  familie 
No  doubt  children  in  some  families  wi! 
working  mothers  would  gain  from  su(l« 
subsidies  because  they  would  be  placdjj 
in  better  care  facilities.  Clearly,  the  pr'l 
gram  is  of  no  help  when  mothers  sti 
home,  for  whatever  reason,  thus  remai;. 
ing  outside  the  child-care  program. 
ABSENT  MOM.  Subsidies  for  child  care  e 
courage  more  mothers  to  work.  Swed( 
has  adopted  practically  all  of  the  pr 
grams  currently  being  mentioned  in  tl 
U.  S.,  including  mandatory  paid  leavi 
for  parents  with  young  children,  subi 
dized  child-care  facilities,  separate  ta 
ation  of  the  earnings  of  husbands  ar 
wives,  and  encouragement  of  part-tin 
work  by  mothers.  Sweden's  experienf 
shows  that  these  programs  have  a  huj 
eflEect  on  the  labor-force  participation  ( 
married  women:  More  than  80'^  of  Swe 
ish  married  women  with  young  childrt 
work,  compared  with  60%  of  America 
women  and  less  than  407<  of  West  Ge 
man  women.  Labor-force  participatic 
rates  of  women  in  Sweden  and  Germar 
diverged  rapidly  after  Sweden  intr 
duced  these  programs  and  Germar 
failed  to  implement  them. 

But  there  is  a  real  question  wheth< 
encouraging  mothers  to  work  is  goc 
for  the  children.  Many  psychiatrists  an 
other  professionals  in  the  field  of  chil 
care  argue  that  young  children  ofte 
need  their  mothers'  care,  and  a  fierc 
debate  is  raging  on  whether  many  ai 
hurt  by  their  mothers'  absence. 

Public  initiatives  are  clearly  needed  t 
safeguard  the  nation's  most  valuable 
source — its  children.  However,  Congres 
and  the  President  should  make  sure  th£ 
any  new  legislation  is  really  aimed 
helping  children,  not  simply  improvin 
the  lifestyle  of  middle-class  workin, 
women  and  other  groups  with  sizab! 
political  clout. 
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^^^nt  to  know  how 

this  computer  system  works? 

Just  ask  ilr 


"I  s«'(l  to  l)<\  a  iK'w  coiiipiitcr  syj^tein  could 
slow  down  our  depart  mnit  lor  works. 

"Mv  people  would  l)e  sittiiiji  around  scratch- 
mn  their  heads,  wonderiii"  how  to  use  it. 

"  Phen  aloniieonies  IBVl  with  a  system  to 
chaiifie  all  that." 

The  Solution:  ibm  has  mad. 

a  computer  system  all  your  p<'ople  will 
understand. 

It's  called  the  IBM  Applications  System/ MX).'" 
Have  a  question.' just  ask  the  computer  in 
plain  English,  right  on  the  keyboard.  The 
comjHiter  will  give  vou  the  answer,  right  on 
the  screen. 

The  /\S/400  is  one  mon^  way  IBM  is  listen- 
ing to  your  needs,  and  bringing  you  the  best 
solutions.   


Economic  Trends 


BY  GENE  KORETz 


THIS  CONTRARIAN 
STRATEGY  WORKS- 
WEEK  IN,  WEEK  OUT 


Over  the  years,  economists  have 
spied  a  few  patterns  in  stock  prices 
that  apparently  contradict  the  efficient- 
markets  theory,  which  says  only  insiders 
can  consistently  beat  the  market.  One  of 
the  more  intriguing,  which  has  apparent- 
ly made  big  bucks  for  several  institu- 
tional traders  in  recent  years,  is  de- 
scribed in  a  new  study  by  economist 
Bruce  N.  Lehmann  of  Columbia  Univer- 
sity's business  school. 

Essentially,  Lehmann  notes  that  stock 
prices  that  underperform  the  stock  mar- 
ket average  during  one  week  tend  to 
rise  in  price  during  the  following 
week,  while  those  that  outperform  the 
market  average  tend  to  fall.  To  take  ad- 
vantage of  this  anomaly,  he  devised  an 
investment  strategy  whereby  he  bought 
all  the  previous  week's  "losers"  or  un- 
derperformers  on  the  two  major  ex- 
changes and  held  them  for  a  week  be- 
fore selling  them.  At  the  same  time,  he 
sold  short  all  the  previous  week's  "win- 
ners." He  also  weighted  his  weekly  port- 
folios by  investing  more  heavily  in  the 
prior  week's  biggest  "losers"  and 
"winners." 

Using  a  computer  to  track  stock  per- 
formances from  1962  through  1987,  Leh- 
mann found  that  his  strategy  of  buying 
losers  and  selling  winners  consistently 
produced  gross  annual  profits  of  about 
607f  to  90'A  a  year.  While  transaction 
costs  would  have  eaten  up  those  profits 
for  individual  investors,  Lehmann  calcu- 
lates that  large  institutions  with  a  cost 
of  0.17'  to  0.2'/'  per  transaction  would 
have  gleaned  net  profits  of  at  least  307^ 
to  507'  a  year.  Indeed,  he  notes  that  in 
recent  years,  several  institutional  inves- 
tors, such  as  the  College  Retirement  Eq- 
uity Fund,  have  been  using  similar  con- 
trarian strategies. 

What's  behind  the  pattern  Lehmann 
studied?  His  own  theory  is  that  signifi- 
cant stock  trades  cause  prices  to  tempo- 
rarily overshoot  fair  value  because  the 
market  lacks  perfect  liquidity — that  is, 
initiators  of  trades  must  accept  less  or 
pay  more  than  a  stock  is  really  worth  to 
attract  buyers  or  sellers.  But  once  that 
happens,  prices  tend  to  move  back  closer 
to  true  value.  And  by  systematically 
supplying  liquidity  to  enhance  that  pro- 
cess, institutions  with  low  transaction 
costs  can  turn  a  handsome  profit.  "Of 
course,  if  enough  institutions  follow  the 
strategy,"  adds  Lehmann,  "profit  oppor- 
tunities will  dwindle." 


JOB  GROWTH  ACTUALLY 
SLOWED  IN  THE  1980s 
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THE  REAGAN 
JOB  MACHINE: 
IS  IT  A  MYTH? 


Claims  that  Reaganomics  spurred  an 
unparalleled  expansion  in  employ- 
ment are  highly  exaggerated,  says  Leon- 
ard Lempert,  publisher  of  Statistical  In- 
dicator Reports,  a  weekly  review  of 
economic  indicators.  "In  actuality,"  he 
says,  "the  so-called  employment  explo- 
sion of  the  eight  Reagan  years  repre- 
sented a  slowdown  in  historical  trends." 

The  statistics  bear  him  out.  According 
to  the  Labor  Dept.'s  household  survey, 
civilian  employment  jumped  by  16.47 
from  December,  1980,  to  December, 
1988,  compared  with  a  huge  19. 5':'^^  in- 
crease over  the  previous  eight  years.  (In 
both  periods,  actual  jobs  rose  by  about 
16.3  million.)  Similarly,  growth  in  nonag- 
ricultural  employment  as  measured  by 
Labor's  payroll  survey  fell  from  20.87  in 
the  earlier  eight-year  period  to  18.57  in 
the  Reagan  years  (chart). 

The  crucial  factor  underlying  long- 
term  employment  trends,  Lempert  be- 
lieves, has  been  a  sharp  decline  in  the 
growth  of  the  labor  force,  which  climbed 
by  19.4  million  people,  or  22.17,  from 
1972  through  1980,  and  by  only  15.2  mil- 
lion, or  14.27,  in  the  next  eight  years. 
"Whatever  economic  policies  are  pur- 
sued," he  says,  "the  slackening  in  labor- 
force  growth,  which  reflects  ongoing  de- 
mographic trends,  indicates  that 
employment  gains  will  continue  to  slow 
over  the  next  decade."  Indeed,  the  cur- 
rent low  unemployment  rate  suggests 
that  attempts  to  sustain  the  pace  of  job 
growth  at  this  juncture  would  fan  the 
flames  of  inflation  far  more  than  they 
would  enhance  employment. 


THE  VALDEZ  SPILL 
IS  DOUBLE  TROUBLE 
FOR  INFLATION 


Inflation  is  on  a  roll,  and  the  surge 
oil  prices  following  the  Alaskan 
spill  will  compound  the  problem  for 
least  several  months,  says  economid^ 
Bruce  Steinberg  of  Merrill  Lynch  Cap! 
tal  Markets.  He  estimates  that  recerl 
sharp  gasoline  price  hikes  will  add  0.2 
0.3  of  a  percentage  point  to  the  Aprl 
consumer  price  index,  which  he  think! 
could  come  in  as  high  as  0.87 — the  bij 
gest  jump  in  more  than  five  years. 

The  problem  is  that  it's  not  just  o| 
that  is  heating  up  inflation.  Althougl 
overall  consumer  prices  just  registerel 
their  most  rapid  year-to-year  rise  sincj 
October,   1982,  the  acceleration  evel 
shows  up  in  the  CPI  excluding  food  ani 
energy,  which  posted  a  5.27  annual  raw- 
in  the  first  quarter  of  this  year  conp 
pared  with  4.77  in  the  previous  quarte 
Similarly,  oil  prices  aren't  the  onl 
source  of  upward  pressure  on  the  pn 
ducer  price  index.  Steinberg  notes  th; 
prices  for  a  wide  range  of  crude  an 
intermediate  materials  other  than  foo 
and  energy  picked  up  steam  in  th 
March  producer  price  index  report.  An 
the  Commodity  Research  Bureau's  ii 
dustrial  materials  index,  which  doesn 
include  petroleum  products,  is  runnin 
13?'  over  its  level  in  April  of  last  year 


A  SLOWDOWN  MAY  NOT 
BRING  INTEREST  RATES 
DOWN  RIGHT  AWAY 


To  hear  financial-market  bulls  tell  it, 
peaking  of  interest  rates  could 
almost  at  hand.  The  reason:  Inflationarl 
pressures  will  abate  once  the  long-pn 
dieted  economic  slowdown  begins,  allov] 
ing  the  Federal  Reserve  Board  to  shil 
policy  quickly  toward  monetary  east 
But  economist  Kenneth  T.  Mayland  o| 
Society  National  Bank  in  Clevelani 
thinks  the  bulls  could  be  disappointed 
"Past  business  cycles  have  repeatedl 
shown,"  he  says,  "that  it  takes  considei 
able  time  for  economic  sluggishness  t 
result  in  actual  reductions  in  inflation.' 

Mayland  notes  that  the  lags  betwee: 
the  onsets  of  the  1969-70,  1973-75,  an 
1980  recessions  and  subsequent  peaks  i; 
inflation  ranged  between  5  and  1 
months.  "Even  if  we  slip  into  recession, 
he  warns,  "it  may  be  many  months  b( 
fore  the  Fed  feels  the  inflationary  out 
look  permits  a  turn  to  monetary  ease."l 
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Yoxirc  never 
too  busy  for 
your  customers. 

Why  should 
your  phones  be? 


If  your  lines  are  too  busy  to  help  customers,  soon  you  won't  have  customers  to  keep  you  busy. 
Tnis  is  the  premise  driving  MQ  800  Service:'"  the  most  flexible  toll-free  service  in  existence. 

IHnillRRiRRHH  Because  it^  designed  to  accomplish  just  one  goal:  make  sure  you  get  the  calls  that 
■■■HlHlBiH  are  coming  to  you. 

It  achieves  this  with  innovations  such  as  Direct  Termination  Overflow.  An  ingenious  system  that 
automatically  reroutes  any  call  overflow  from  your  800  lines  to  your  regular  business  lines. 
Something  you  can't  get  from  AT&T. 

MCI's  advanced  800  routing  system  also  allows  you  to  route  calls  to  different  locations,  or  even 
terminate  multiple  numbers  to  a  single  location.  Of  course,  we've  always  offered  distance  sensitive 
[  pricing.  So  you're  charged  only  for  the  actual  distance  of  each  call.  And  our  itemized  call  detail  lists  the 
origin  of  each  call.  All  on  one  report.  Something  else  you  don'tget  from  AT&T.  |  ^ 

MCI  800  Service.  It  works  harder  to  get  you  more  incoming  calls.  And  l^Jff^^T " 

t  that  will  have  a  direct  effect  on  your  income.  llrB  m  m  m 

MCI  800  Service.  Another  reason  why  we  are  the  better  long  distance 


company'"  1-800-888-0800. 
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MANY  AN  AMERICAN  INDIVIDUAL 
WAS  PROUD  WHEN  THE  SIGN  ON  HIS  DOOR  READ 
CABINETMAKER  &  SONS,  INC. 
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Today  80%,  or  6.4  million 
of  the  nation^s  8  million 
businesses  are  family-owned. 
But  all  share  a  common  need  for 
business  services  and  produc  ts 
such  as: 


•  banking,  insurance  and  financial 
planning 

•  computer  hardware  and  software 

•  leasing  servic  es  and  produc  ts 

•  credit  cards  &  travel  related  services 

•  facsimile  machines  and  copiers 

•  telecom-systems  and  products 

•  real  estate  services 


Rec  ognizing  the  importance  of  this  Americ  an 
tradition  and  to  nurture  its  grcywth,  BUSINFSS 
Week  will  present  an  upcoming  special 
advertising  sec  tion  entitled: 


Issue  Date-June  26,  1989 
Advertising  Closing  Date-May  15,  1989 


For  additional  information  please  contact  your  BUSINESS  WEEK 
Ad  Representative  or  Sue  Swarznian  (212)  512-3019 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


FHE  ECONOMY  MUST  KEEP  ITS  SPEED  DOWN 
rO  SWERVE  AWAY  FROM  INFLATION 


HE  ECONOMY  SHAKES 
OFF  THE  DROUGHT 


GNP  GROWTH 


□  TOTAL 

□  NONFARM 
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Signs  of  a  cooler  economy  abounded  in  the  first 
quarter.  But  if  upward  pressures  on  infiation  and 
interest  rates  are  going  to  abate,  the  temperature 
ill  also  have  to  stay  down  in  the  second  quarter.  Right 
ow,  that's  not  a  sure  thing. 

The  economy's  real  gross  national  product,  the  broad- 
it  measure  of  growth,  rose  5.57^^  last  quarter.  The  Com- 
ierce  Dept.'s  estimate  of  the  postdrought  rebound  in 
irm  output  accounted  for  2.5  percentage  points  of  the 
ain,  but  that  still  left  a  healthy  3%  growth  rate  for  the 
Dnfarm  economy  (chart). 

Growth  got  a  big  boost  from 
the  foreign  trade  sector.  The 
price-adjusted  trade  deficit  of 
goods  and  services  narrowed 
sharply  in  the  first  quarter,  as 
exports  grew  faster  than  im- 
ports did.  That  accounted  for 
about  one  percentage  point  of 
the  overall  GNP  growth. 

Investment  in  plants  and 
equipment  also  added  strongly 
to  the  economy  in  the  first 
iarter.  Infiation-adjusted  spending  on  nonresidential 
;ructures  rose  by  a  7.9%  annual  rate,  and  business 
juipment  investment  was  up  10.2%.  Those  gains  won't 
i  repeated  later  in  the  year.  Most  surveys  of  capital 
)ending  plans  indicate  plant  and  equipment  investment 
ill  be  concentrated  in  the  first  half  of  1989. 
Moderate  inventory  accumulation  and  slower  consum- 
•  spending  were  the  big  reasons  that  the  nonfarm  econ- 
Tiy  didn't  grow  faster  last  quarter.  Consumers  in- 
•eased  spending  at  just  a  1.3%  annual  rate,  compared 
ith  a  3.5%  pace  in  the  fourth  quarter.  Dismal  car  sales 
ere  the  cause.  Meanwhile,  nonfarm  business  inven- 
iries  in  the  first  quarter  expanded  at  about  the  same 
ice  as  they  did  in  the  fourth  quarter  of  last  year. 

GROWTH  Both  these  sectors  could  positively  influ- 
COULD  ence  growth  this  quarter,  and  that  would 

keep  pressures  building  on  prices.  Domes- 
tically made  car  sales  have  rebounded  so 
I  Lr  in  April,  suggesting  that  consumer  spending  is  on  an 
;  pswing  this  quarter.  New  cars  sold  at  a  7.7  million 
inual  rate  in  mid-April,  following  a  7.5  million  pace 
irlier  in  the  month.  That's  quite  a  jump  from  the  6.9 
dllion  annual  pace  in  the  first  quarter. 
The  April  sales  boost — the  result  of  heavy  incentive 
rograms — should  help  auto  dealers  with  their  current 
iventory  problems.  And  with  other  inventories  at  low 


SPEED 
UP 


levels,  an  increase  in  overall  demand  means  a  boost  to 
factory  output  this  quarter. 

WAGES         But  if  the  economy  speeds  up,  so  will 
WILL  KEEP     price  increases.  The  GNP  report  made  one 
THE  HEAT      thing  clear:  Inflation  started  off  at  a 
ON  PRICES     higher  level  in  1989.  Commerce's  fixed- 
weight  price  index,  a  broader  gauge  of  inflation  than 
either  consumer  or  producer  prices,  rose  at  a  5%  annual 
rate  in  the  first  quarter,  up  from  4.2%  in  the  fourth.  Half 
of  that  gain  came  from  pay  raises  to  government  em- 
ployees— a  factor  that  won't  be  repeated  this  quarter. 

But  wages,  and  other  labor  costs,  will  keep  the  heat 
under  prices  for  the  rest  of  the  year.  Employment  costs 
for  all  private  workers  in  the  first  quarter  rose  by  4.6% 
over  the  same  quarter  last  year,  compared  with  a  faster 
4.9%  yearly  rate  in  the  fourth  quarter,  according  to  the 
Labor  Dept.'s  latest  set  of  employment  cost  indexes. 

But  despite  that  slower  pace, 
the  trend  in  labor  costs  is  still 
up.  Prior  to  last  quarter,  com- 
pensation increases  had  acceler- 
ated in  each  of  the  previous  six 
quarters.  Since  labor  costs  ac- 
count for  three-quarters  of  all 
business  expenses,  that  puts 
companies  under  increasing 
pressure  to  raise  prices. 

The  slower  pace  last  quarter 
was  due  to  a  smaller  rise  in 


WHERE  LABOR  COSTS 
ARE  RISING  FASTEST 


5- 


□  GOODS  PRODUCERS 

□  SERVICE  PRODUCERS 


I  I  I  I  I 


▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:UBOR  DEPT. 


benefits,  which  account  for  about  one-fourth  of  all  labor 
costs.  Benefits  increased  5.4%,  year-over-year,  compared 
with  6.8%  at  the  end  of  1988. 

Wages,  on  the  other  hand,  accelerated  last  quarter. 
They  rose  by  4.2%,  year-over-year — the  fastest  gain 
since  mid-1985.  A  steep,  and  likely  temporary,  increase  in 
commissions  earned  by  sales  workers  caused  much  of 
that  rise.  But  even  excluding  sales,  wage  gains  picked 
up  last  period,  to  a  3.9%  yearly  rate,  from  3.7%'  in  the 
fourth  quarter. 

Compensation  gains  in  the  service  sector  continued  to 
outpace  increases  at  goods-producing  industries.  Indeed, 
since  the  second  quarter  of  1988,  labor  costs  at  goods 
producers  have  decelerated  steadily,  while  service  com- 
panies have  seen  their  costs  rise  more  rapidly  (chart).  In 
the  first  quarter,  employment  costs  at  goods  producers 
increased  by  3.5%,  vs.  a  5.3%  rise  for  service  companies. 

In  the  goods  sector,  the  slowdown  shows  up  in  wages. 
But  that  may  be  misleading.  Many  unionized  companies, 
many  of  which  are  goods  producers,  have  substituted 
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lump-sum  payments  tied  to  profits  or  productivity  in 
place  of  straight  wage  gains.  The  government,  in  mea- 
suring labor  costs,  counts  these  payments  as  benefits. 

As  a  result,  benefit  costs  have  grown  at  a  much  faster 
pace  than  wages  and  salaries  among  goods-producing 
workers.  Still,  the  overall  deceleration  in  compensation 
indicates  how  closely  goods  producers,  especially  the 
manufacturing  sector,  are  watching  costs  as  they  face 
increasing  competition  around  the  globe. 

What  makes  the  overall  increase  in  labor  costs  infla- 
tionary is  the  stagnation  of  productivity.  Although  fac- 
tories continue  to  cover  their  higher  labor  costs  with 
productivity  gains,  output  per  hour  in  the  overall  non- 
farm  business  sector  probably  grew  little,  if  any,  in  the 
first  quarter,  following  a  no-growth  fourth  quarter. 

That's  because  productivity  in  the  huge  service  sector 
remains  exceptionally  poor.  And  since  there  hasn't  been 
a  rise  in  efficiency  to  cover  the  service  sector's  escalat- 
ing labor  costs,  service  producers  that  haven't  already 
done  so  will  have  to  raise  prices  or  risk  falling  profits. 

With  labor  markets  so  tight  and  expectations  of  ever- 
increasing  health  care  costs,  there  are  few  signs  that 
employment  expenses  will  slow  this  year.  Even  weaker 
demand  in  the  second  quarter  might  not  make  a  differ- 
ence. When  companies  cut  production,  they  shorten  the 
workweek  before  laying  off  workers.  Although  that 
might  help  slow  wage  growth,  it  won't  significantly  cut 
benefit  payments.  So  businesses  will  be  increasingly 
hard-pressed  to  stem  the  rising  tide  of  labor  costs. 


DURABLE 
GOODS 
ORDERS 
ARE  SOFT 


One  reason  that  labor  costs  in  the  goods- 
producing  sector  have  slowed  somewhat 
is  industry's  loss  of  momentum.  That's 
partly  a  reflection  of  the  slowdown  in 
export  growth,  so  important  to  manufacturing's  vigor  in 
1987  and  1988.  A  drag  in  consumer  demand  during  the 
first  quarter,  especially  for  autos,  is  also  responsible. 
New  orders  received  by  manufacturers  of  durable 


ORDERS  LOOK  WEAK! 
WITHOUT  AIRCRAFT! 


goods  rose  0.8%  in  March,  to  $124.9  billion,  but  tht  i 
declined  3.6%  in  February  and  2.8%  in  January.  In  adc  ■ 
tion,  the  March  increase  was  not  broad.  Transportatic 
equipment,  where  orders  jumped  10.4%,  reflecting  ; 
large  increase  in  bookings  for  new  aircraft,  accounts 'ji 
for  nearly  all  of  the  month's  gain.  Excluding  transportjjj 
tion,  orders  dropped  | 

The  transportation  sector  is  extremely  volatile  becausi 
of  the  high  price  tags  for  aircraft.  Transportation  ordeif 
jumped  22%  in  December,  only  to  fall  back  sharply  w 
both  January  and  February.  Even  so,  durable-goods  of 
ders,  excluding  transportation,  have  declined  in  each  m 
the  past  three  months,  a  sign  of  broad  v/eakness  (chart 

In  March,  most  other  indus- 
tries posted  order  decreases,  in- 
cluding primary  metaJs,  down 
3.8%,  and  electrical  machinery, 
off  6.7%.  For  the  entire  first 
quarter,  bookings  in  these  two 
sectors  were  below  their  fourth- 
quarter  levels.  But  orders  for 
nonelectrical  machinery,  which 
were  up  1.4%  in  March,  rose 
last  quarter. 

That's  because  capital  goods, 
an  important  export  categor\%  are  still  a  pocket  c| 
strength  in  hardgoods  manufacturing.  Orders  for  nond 
fense  capital  goods  rose  2.9%  in  March,  to  $38.1  billioi 
the  fourth  increase  in  the  past  five  months. 

The  overall  outlook  for  the  factory  sector  remain 
good,  at  least  for  the  coming  months.  The  backlog  c 
unfilled  orders  for  durable  goods,  up  1.1%  in  March,  t 
$460.6  billion,  has  been  rising  for  25  consecutive  monthi 

That  means  manufacturers  have  plenty  of  work  t 
keep  them  busy.  But  to  remain  competitive,  they  need  t 
add  workers  without  boosting  overall  labor  costs.  Mar 
aging  wage  growth  will  be  the  key  in  the  inflation  ou 
look  for  the  rest  of  the  year. 


0URA8U  GOODS 

EXCLUDING  TRANSPORTATION 
tOUIPMEHT 
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about  5.2%  last  quarter,  compared  wit 
a  5.4%  pace  in  the  fourth 

EMPLOYMENT 


NAPM  SURVEY 


Monday,  May  1 

The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
probably  rose  to  50.6%  in  April  from 
50.4%  in  March.  The  expected  reading 
indicates  the  economy  is  still  expanding. 

CONSTRUCTION  SPENDING 

Monday,  May  1,  10  a.m. 
Construction  spending  likely  fell  by  0.3% 
in  March,  led  by  a  drop  in  Homebuilding. 
Spending  was  unchanged  in  February. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  May  2,  10  a.m. 

New-home  sales  fell  in  March,  probably 

to  an  annual  rate  of  600,000.  Rising 


mortgage  rates  are  stopping  people 
from  buying  homes.  In  February,  new 
homes  sold  at  an  626,000  annual  rate. 

FACTORY  INVENTORIES  

Tuesday,  May  2,  10  a.m. 
Factory  inventories  probably  grew  by 
0.3%  in  March,  after  a  0.5%  rise  in  Feb- 
ruary. Output  fell  0.1%  in  March,  but 
shipments  likely  fell  by  a  larger  amount. 

PRODUCTIVITY  

Wednesday,  May  3,  10  a.m. 
Output  per  man-hour  in  the  nonfarm 
business  sector  was  probably  little 
changed  in  the  first  quarter.  Productivi- 
ty was  also  flat  in  the  fourth  quarter. 
This  suggests  that  nonfarm  unit-labor 
costs  increased  at  an  annual  rate  of 


Friday,  May  5,  8:30  a.m. 
The  consensus  is  that  nonfarm  payroll 
grew  by  a  healthy  240,000  new  jobs  i 
April.  That  compares  with  a  180,000  gai 
in  March.  Most  economists  also  expec 
that  the  unemployment  rate  edged  dow 
to  4.9%  last  month  from  5%  in  March. 

INSTALLMENT  CREDIT 


Fnday,  May  5 
Consumer  debt  likely  expanded  by  abou 
$3.5  billion  in  March,  after  growing  b; 
$4.2  billion  in  February.  The  expectei 
gain  would  be  the  lowest  since  Septeir 
ber,  1988,  and  reflects  weak  car  sales 
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Robert  Trent  Jones,  Sr.  Cardmember  since  1958. 


Membership 
Has  Its  Prii  'i  leges! 


Don't  leave  home  without  it. 

Call  1 -SOO  THE  CARD  to  apply. 
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PLANEMAKERS 
SO  GOOD,  IT'S 

GETTING  ORDERS  FOR  JETS  IS  ONE  THING,  PROFITS  ARE  ANOTHER 


stoD 


These  days  the  big  makers  of  com- 
mercial passenger  jets  are  acting 
as  if  they're  hot  growth  compa- 
nies. In  the  past  year,  as  airlines  vied 
to  buy  a  record  number  of  planes,  the 
total  firm  orders  for  Boeing,  Airbus, 
and  McDonnell  Douglas  surged  to 
more  than  2,600  planes.  Even  Fokker 
of  the  Netherlands,  which  seemed  to  be 
on  its  last  legs  two  years  ago,  has  land- 
ed an  order  worth  up  to  $3  billion 
from  American  Airlines. 

But  news  of  a  startling  loss  at  Mc- 
Donnell Douglas'  commercial  aircraft 
division  retninded  investors  that  since 
the  start  of  the  jet  age,  it  has  often 
been  easier  to  make  an  innovative 
plane  than  a  decent  profit.  Douglas  is 
struggling.  Airbus  has  yet  to  make 
ynoney,  and  even  mighty  Boeing  is 
fighting  to  improve  subpar  margins. 
As  the  world's  airlines  reequip  their 
fleets,  the  planemakers  are  finding  it 
ever  more  challenging  to  keep  their 
costs  under  control. 

McDONHELL  DOUGLAS:  AN  ORDER 
BOOM,  BUT  AN  OPERATING  lOSS 

uring  the  presentation  by  Chair- 
man John  F.  McDonnell  to  share- 
holders at  McDonnell  Douglas 
Corp.'s  annual  meeting  on  Apr.  21,  a 
video  projector  broke,  leaving  the  audi- 
ence to  stare  at  a  blank  screen  in  the 
dark.  Meanwhile,  the  soundtrack  raced 
ahead,  loudly  extolling  St.  Louis-based 
McDonnell's  commitment  to  quality  in 
everything  it  does.  "I  think  you  can  see 
the  enthusiasm,"  McDonnell  explained, 
"but  you  can  also  see  we're  not  quite 
there  yet." 

The  same  could  be  said  of  McDon- 
nell's commercial  aircraft  business, 
which  is  enjoying  a  recent  surge  in  or- 
ders. On  the  day  of  the  annual  meeting, 
shareholders  were  shocked  to  learn  that 
the  booming  Douglas  Aircraft  Co.  unit, 
which  makes  the  popular  MD-80  for 
commercial  airlines,  logged  a  $66  million 
operating  loss  in  the  first  quarter.  The 
aerospace  giant's  stock  plummeted  more 


than  8  points,  to  $85,  in  two  days  of 
trading,  before  mounting  a  slight  recov- 
ery to  about  $86. 

Although  the  stock  may  rebound  fur- 
ther, the  company's  fortunes  won't  snap 
back  so  easily.  McDonnell's  woes  stem 
from  its  own  success.  In  1967,  it  pur- 
chased the  Douglas  Aircraft  unit,  and 
ever  since,  McDonnell  has  fought  des- 
perately to  boost  orders  for  Douglas,  a 
perennial  financial  laggard  and  also-ran 
to  Boeing  Co.  Finally,  Douglas  President 
James  E.  Worsham, 
who  retired  recently, 
developed  such  success- 
ful plane-selling  ploys 
as  cut-rate  leases  and 
promises  to  deliver  fast- 
er than  Boeing.  Then 
the  world's  airlines 
started  buying  new 
equipment  en  masse. 
Now,  Douglas  has  a 
backlog  of  some  $18  bil- 
lion in  firm  orders  for 
its  MD-80  and  new  MD- 
11  widebody  (chart). 
That's  easily  enough  to 
keep  its  plant  humming 
for  more  than  three 
years. 

OUTDOOR  JOB.  But  that 

fat  order  book  is  sud- 
denly the  source  of 
some  big  headaches. 
Suppliers  in  the  metal- 
forging  industry  have 
been  unable  to  keep  up 
with  McDonnell's  brisk 
sales  pace.  In  the  last 
two  years,  the  work 
force  at  Douglas  has 
doubled,  to  about 
44,000,  and  the  new 
workers  have  been 
much  less  productive 
than  seasoned  employ- 
ees, according  to  Jerry 
G.  Brown,  McDonnell 
Douglas  senior  vice- 
president.  Because  or- 
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ders  are  booming,  new  hands  g 
through  an  abbreviated  training  perio  iat 
before  they  hit  the  assembly  lines.  dap 
To  make  matters  worse,  until  Febn  smC 
ary,  the  plant's  managers  tried  to  kee  lairera 
to  the  schedule  by  pushing  plane  stitie 
through  the  giant  assembly  line  in  Lon 
Beach,  Calif.,  even  if  all  the  work  at  o: 
particular  station  hadn't  been  complete( 
As  a  result,  workers  had  to  leav 
their  stations  and  catch  up  with  th 
planes  elsewhere,  either  in  other  parlMflas 


strati 
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'  the  factory  or  outside  on  the  tarmac. 
Now,  this  year's  delivery  schedules 
ir  the  MD-80  have  been  pushed  back  by 
D  to  30  days.  "Worsham  did  a  marvel- 
is  job  of  building  the  business,  but  in 
16  process  he  made  a  lot  of  promises 
ley're  having  trouble  meeting,"  says 
iul  H.  Nisbet,  an  aerospace  analyst  at 
rudential  Bache  Securities  Inc. 
John  McDonnell  is  now  scrambling  to 
:tract  some  needed  profit  from  Doug- 
s.  To  replace  Worsham,  he  has  in- 
alled  Robert  J.  Hood  Jr.,  the  former 
!ad  of  McDonnell's  missile  systems 
•cup,  which  gained  a  reputation  in  the 
dustry  for  high  profits  and  tight  cost 
introls  on  the  assembly  line.  McDonnell 
also  farming  out  some  component 
ork  to  Douglas'  sister  company,  Mc- 
onnell  Aircraft,  which  normally  makes 
mbat  planes.  And  last  year,  Douglas 

i  ased  a  plant  owned  by  the  U.  S.  Air 

i  )rce  in  Columbus,  Ohio,  to  expand  its 

I  vn  aircraft-parts  fabrication. 

I  But  the  linchpin  of  John  McDonnell's 
c-it  strategy,  a  wrenching  reorganiza- 
)n  of  the  Long  beach  plant,  has  so  far 
ily  aggravated  Douglas'  poor  perfor- 
ance.  McDonnell,  an  engineer  himself, 
reducing  the  layers  of  management  at 
ouglas  to  five  from  the  current  nine. 


PLANEMAKERS  ARE  GRAPPLING 
WITH  BIG  ORDERS 
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FIRM  ORDER  BACKLOG 

□  BOEING 

■  McDonnell  douglas 

□  AIRBUS 
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▲  NUMBER  Of  PUNES  -FIRST  QUARTER  1989 

DATA:  COMPANY  REPORTS 


In  a  move  to  give  employees  more  re- 
sponsibility, workers  are  being  divided 
into  production  teams  that  elect  their 
own  leader  and  manage  their  own  work 
flow.  Now  a  plane  is  supposed  to  remain 
at  a  work  station  until  the  next  stage  of 
assembly  is  completely  and  correctly 
done. 

SLOW  RESPONSE.  The  aim  of  the  make- 
over is  to  streamline  decision-making 
and  avert  the  need  for  another  billion- 
dollar  production  facility — a  risky  move 
in  the  cyclical  aircraft  business.  But  Mc- 


Donnell admits  that  since  the  reorgani- 
zation began,  the  workers  have  not  yet 
adjusted  to  the  new  practices  and  not  all 
the  intended  management  chang-es  have 
taken  place.  Productivity  at  the  plant 
has  actually  fallen,  accounting  for  a  big 
chunk  of  the  first  quarter's  operating 
loss.  McDonnell  predicts  the  situation 
won't  stabilize  before  the  second  half  of 
1989.  So  in  July,  he  may  have  to  tell 
airlines  that  Douglas  must  push  back 
delivery  dates  again.  "There's  lots  of 
pressure  to  speed  up  the  process  be- 
cause it's  so  disruptive,"  McDonnell 
says.  "But  I  don't  want  to  be  premature, 
because  then  you've  done  a  lot  [of 
changes]  for  not  much  benefit." 

McDonnell  cannot  afford  a  further  de- 
terioration in  Douglas'  operating  mar- 
gins, which  at  2.6%  are  half  those  of 
commercial  business  archrival  Boeing. 
McDonnell  also  has  to  handle  high  inter- 
est costs  as  it  borrows  to  finance  re- 
search programs  in  both  military  and 
commercial  aircraft.  And  the  core  com- 
bat aircraft  unit — where  hefty  profits 
until  the  mid-1980s  had  flown  cover  for 
Douglas'  poor  financial  performance — is 
suffering  from  softer  earnings  as  well. 

It  all  sounds  depressingly  familiar: 
Like  his  father  and  cousin,  who  headed 
the  company  before  him,  John  McDon- 
nell is  striving  mightily  to  over- 
come Douglas'  own  tradition  of  making 
excellent  planes  that  fail  to  produce 
superior  profits. 

By  James  E.  Ellis  in  St.  Louis 

BOEING:  A  BACKLOG  STRAINS  ITS 
ASSEMBLY  LINE  

April  has  been  stupendous  for  the 
Boeing  Co.  Thanks  to  gigantic  or- 
ders from  GPA  Group  Ltd.  of  Ire- 
land and  UAL  Corp.,  the  Seattle  plane- 
maker's  backlog  of  firm  orders  has 
increased  by  more  than  400  planes,  to 
1,515,  in  just  three  weeks.  At  $161  mil- 
lion, first-quarter  earnings  jumped  18% 
above  comparable  figures  last  year.  The 
stock,  which  climbed  steadily  in  1988, 
has  surged  to  a  high  of  74. 

But  amid  all  this  good  news  at 
Boeing's  annual  meeting.  Chairman 
Prank  A.  Shrontz  sounded  a  note  of  cau- 
tion. He  spoke  of  the  "substantial  risk" 
Boeing  runs  in  its  commitment  to  deliver 
57  of  its  new  747-400  jumbo  jets  this 
year.  With  deliveries  running  several 
months  late,  Boeing  will  have  to  turn 
out  an  unprecedented  27  of  the  jumbos 
m  the  fourth  quarter.  Shrontz  also  spoke 
of  the  need  to  improve  productivity  and 
quality  control  in  both  the  military  and 
commercial  divisions. 

Shrontz  is  right  to  be  cautious.  For  in 
the  next  year  Boeing  will  have  to  walk  a 
tightrope  as  it  strives  to  meet  its  huge 
backlog  without  letting  costs  get  out  of 
control.  Already,  Boeing  plans  to  in- 
crease overall  production  even  more. 
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from  27  jets  a  month  to  34  by  mid-1990. 

Shrontz  doesn't  want  Boeing  to  make 
more  mistakes  as  it  boosts  output.  "We 
do  not  intend  to  increase  production 
rates  too  quickly,"  he  says.  Boeing's  pro- 
ductivity has  already  suffered  because 
of  suppliers'  tardy  delivery  of  parts  and 
an  influx  of  inexperienced  workers  hired 
to  boost  output.  And  despite  the  boom  in 
orders,  fierce  pricing  competition  with 
McDonnell  Douglas  Corp.  and  Airbus  In- 
dustrie helped  keep  operating  margins  in 
commercial  aircraft  at  5.1%,  while 
Boeing's  overall  margins  were  only  3.5% 
last  year.  Margins  are  expected  to  im- 
prove but  probably  won't  reach  1978's 
high  of  9.4%.  As  Howard  A.  Rubel,  a 
C.  J.  Lawrence,  Morgan  Grenfell  Inc.  an- 


neers'  union.  "Now  it's  time  to  share." 
Employees  should  have  extra  leverage 
because  of  the  overtime  they  have  put 
in.  Moreover,  the  company  can  ill  afford 
a  strike  in  the  fourth  quarter,  when  it 
must  deliver  so  many  747s. 

Boeing  also  has  headaches  from  its 
military  transport  business,  which  lost 
$95  million  last  year  and  is  expected  to 
be  only  modestly  profitable  in  1989.  But 
Shrontz's  real  challenge  is  in  the  com- 
mercial division.  Boeing  has  probably 
mastered  better  than  any  other  company 
the  art  of  making  a  big  passenger  jet 
profitably.  Now,  faced  with  a  glut  of 
orders  and  a  relentless  schedule,  its  mas- 
tery will  be  challenged  more  than  ever. 

By  Maria  Shao  in  San  Francisco 


THE  AIRBUS  320:  LUFTHANSA  WANTS  A  STRETCHED  VERSION,  OR  IT  MAY  LOSE  ITS  PATIENCE 


alyst,  puts  it:  "They're  earning  grocery 
store  margins  on  a  high-tech  product." 

The  747  program  will  be  the  one  to 
monitor  most  closely.  Because  of  penal- 
ties to  be  paid  for  late  delivery  and  the 
extra  costs  of  pushing  production,  gross 
margins  on  the  new  747s  will  initially  be 
207',  compared  with  30%  for  previous 
747  models.  As  a  result,  each  747  deliv- 
ered would  contribute  only  about  10$  a 
share  to  annual  earnings,  vs.  the  normal 
13$,  estimates  William  N.  Deatherage, 
an  analyst  at  Dean  Witter  Reynolds. 
That  slip  should  be  more  than  offset  by 
volume,  if  deliveries  are  on  schedule. 

Labor  costs  also  are  rising.  Boeing  re- 
cently took  the  unprecedented  step  of 
temporarily  hiring  670  workers  from 
Lockheed  Corp.  to  help  speed  its  747 
line,  a  move  estimated  to  cost  about  $25 
million.  And  along  with  the  86%  surge  in 
employment  during  the  past  five  years, 
to  157,000,  Boeing  has  had  to  pay  for 
plenty  of  overtime  to  its  own  workers. 
PAY  DAY?  Boeing's  rosy  earnings  out- 
look could  be  a  handicap  in  labor  talks 
this  fall.  The  International  Association 
of  Machinists  &  Aerospace  Workers  and 
the  Seattle  Professional  Engineering 
Employees  Association,  whose  three- 
year  contracts  expire  this  year,  are  in  a 
strong  position.  Boeing  has  "got  a  ton  of 
money  in  the  bank,"  notes  Daniel  Ma- 
honey,  general  counsel  for  the  engi- 


AIRBUS:  STILL  IN  THE  RED 
DESPITE  SUBSIDIES  

Phone  up  Airbus  Industrie  in  Tou- 
louse, France,  and  you  will  hear  a 
few  rousing  bars  of  Europe's  new 
anthem,  Beethoven's  "Ode  to  Joy."  Ap- 
propriate, for  Airbus  brass  are  ecstatic 
over  a  flood  of  new  business.  The  Euro- 
pean consortium  has  booked  more  than 
$10  billion  in  firm  orders  and  options  in 
the  past  month,  including  a  $3.6  billion 
deal  with  Trans  World  Airlines  Inc.,  its 
top  U.  S.  sale  ever.  Its  backlog  has  dou- 
bled in  16  months,  to  770  planes. 

Now  comes  the  hard  part:  building  all 
those  planes  without  hitting  the  same 
production  snags  that  have  tripped  up 
McDonnell  Douglas  Corp.  and  Boeing 
Co.  Airbus  aims  to  boost  annual  output 
to  200  planes  by  1994  from  101  set  for 
this  year.  Employment,  now  at  30,000, 
may  nearly  double.  "We  face  a  terrific 
challenge  raising  production  rates,"  ad- 


One  worry  for  Airbus  is  that 
airlines  may  be  inflating 
orders  to  keep  a  place  in 
crowded  delivery  lines 
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mits  Adam  Brown,  vice-president 
strategic  planning  at  Airbus. 

Many  observers  believe  Airbus  w 
have  an  easier  time  than  its  U.  S.  riva 
Because  European  laws  make  layo 
tough.  Airbus'  partner  companies  c 
call  on  a  large  pool  of  seasoned  ae 
space  workers  who  were  never  forced 
look  for  other  jobs  when  orders  wc 
slower.  Airbus  says  its  workers'  avera 
experience  is  more  than  10  years. 

Yet  Airbus  executives  admit  that  th 
face  "learning-curve"  costs  for 
workers  and  for  a  plant  being  built 
Toulouse  for  two  new  widebodies,  the 
330  and  A-340.  It  already  faces  heaji®^ 
cost-cutting  pressure  from  Europe 
governments  tired  of  subsidizing  this  ; 
year-old,  profitless  venture.  Bonn  s^  'i"' 
wants  to  build  a  second  A-320  line 
Germany,  but  an  Airbus  insider  sa 
cost  concerns  have  killed  the  proposa 

In  theory,  government  subsidies  apwM 
to  be  paid  back  when  Airbus  planes  st£ 
producing  a  profit.  Until  recently,  t 
goal  has  been  to  show  a  profit  by  191 
But  given  the  costs  of  expanding  pi 
duction,  one  Airbus  executive  allows 
think  that's  very  optimistic." 
INFLATED  ORDERS?  Airbus  publishes 
financial  reports,  so  total  losses  are  i 
clear.  Analyst  Wolfgang  Demisch  of  U 
Securities  figures  $15  billion  in  tax  mc  lilCo.'i 
ey  has  been  pumped  into  the  ventui  ^'d 
mainly  by  France,  West  Germany,  ai 
Britain.  Bonn  recently  agreed  to  p: 
Daimler-Benz  up  to  $2.4  billion  if  it  tak 
control  of  Deutsche  Airbus,  the  cons( 
tium's  German  partner,  to  offset  currt 
cy  fiuctuations  on  dollar-priced  Airbi  ip 
es.  Washington  claims  that  such  suppc  itidans 
would  violate  trade  agreements. 

One  worry  for  Airbus  is  that  airlin 
may  be  inflating  orders  to  keep  a  pla 
in  crowded  delivery  lines.  And  if  air  tr; 
fic  falls,  orders  might  quickly  evaporalRrise 
That  would  hurt  the  U.  S.  compani(  fays 
too,  but  "it  would  be  hard  in  Europe 
cut  the  work  force,"  says  Joseph  K 
char,  technical  director  of  Air  Pari 
naires,  a  French  aircraft  leasing  firm 

While  Airbus  grapples  with  its  rece 
success,  it  also  has  to  worry  about  tl 
future  needs  of  customers.  Lufthan 
has  been  pushing  it  hard  to  commit  to 
longer  version  of  the  A-320  seating  I 
passengers.  Impatient,  it  may  consid 
the  Boeing  757  instead.  Says  Jiirgen  W 
ber,  Lufthansa's  director  of  operation 
"If  Airbus  does  not  come  through,  v 
will  have  to  think  over  our  fleet  policy 

Airbus  has  the  orders  it  needs 
make  it  a  permanent  player  in  wor 
aerospace.  Now,  if  it  could  only  tui 
those  orders  into  the  profits  that  ha' 
proved  so  elusive. 

By  Stewart  Toy  in  Paris  and  John  Ter 
pieman  i?}  Bonn 
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Commentary /by  Ted  Holden  and  William  Glasgall 


DON'T  EXPECT  A  CARETAKER  TO  TAKE  CARE  OF  TRADE 


In  a  few  weeks,  a  caretaker  hand- 
picked  by  the  ruling  Liberal  Demo- 
cratic Party's  bosses  will  succeed 
iisgraced  Prime  Minister  Noboru  Ta- 
ceshita,  the  highest-ranking  victim  of 
;he  Recruit  influence-peddling  afl'air. 
fapan's  caretaker  prime  minister,  like- 
y  to  be  a  party  elder  in  his  70s,  will 
read  water  for  6  to  12  months  until 
,he  bosses  choose  his  replacement.  But 
ihances  are  that  he  won't  be  much  of  a 
'orce  for  change  either.  After  years  of 
grudgingly  assuming  a  global  leader- 
ship role  commensurate  with  its 
;conomic  clout,  Japan  is  about  to 
;ake  a  big  step  backward.  And  that 
',an  only  mean  more  trade  tensions 
)etween  Tokyo  and  Washington. 

Stuck  with  a  figurehead  at  its 
lelm,  maybe  for  years  to  come,  To- 
cyo  no  longer  will  have  an  influen- 
zal point  man  to  bear  gifts  to 
A''ashington  in  the  fashion  of  the 
loft-spoken  Takeshita  or  his  force- 
'ul  predecessor,  Yasuhiro  Naka- 
;one.  And  with  most  of  the  LDP's 
)ther  leaders  also  tainted  by  Re- 
:ruit  Co.'s  generous  political  dona- 
ions  and  favors,  Japan  is  unlikely 
mytime  soon  to  pick  a  leader  wili- 
ng to  take  on  the  nation's  labyrin- 
hine,  protectionist  bureaucracy. 
Che  power  gap  at  the  top,  worries 
irookings  Institution  Senior  Fellow 
'hilip  H.  Tresize,  "will  scare  the 
)oliticians  and  bureaucracy  away 
'rom  the  very  things  we  want." 
■'ED  UP.  There  are  already  plenty  of 
ipportunities  for  friction.  Japan's 
578  billion  global  trade  surplus  is  on 
he  rise  again.  And  Washington  is 
ilways  pushing  Tokyo  to  increase 
lefense  spending,  liberalize  finan- 
;ial  markets,  and  boost  government 
mrchases  of  U.  S.  supercomputers, 
iut  some  analysts  now  fear  that  Ja- 
)an's  bureaucrats,  left  alone,  probably 
vill  invite  even  more  troubles  by  back- 
sliding on  existing  initiatives  to  open 
he  nation  to  more  imports. 

The  bureaucracy's  first  victim  could 
)e  U.  S.  efi'orts  to  maintain  a  toehold  in 
he  heavily  regulated  telecommunica- 
ions  market  (page  58).  And  even  be- 
'ore  Takeshita  quit  on  Apr.  25,  the  Jap- 
iTiese  were  dragging  their  feet  on 
Washington's  demand  that  the  U.S. 
lave  a  40%  share  in  the  joint  produc- 
ion  of  the  proposed  FSX  fighter  plane. 
A^hy  not  stall?  After  all,  one  Japanese 
government  official  explains,  the  LDP, 
veakened  both  by  Recruit  and  by  Ta- 


keshita's  imposition  of  a  3%  consump- 
tion tax,  just  can't  "tell  voters  they 
must  accept  more  liberalization."  But  a 
frustrated  Washington's  view  increas- 
ingly is:  "Why  not?" 

Look  for  the  first  signs  of  a  more 
hawkish  U.  S.  trade  stance  to  show  up 
by  Apr.  30.  That's  when  U.S.  Trade 
Representative  Carla  A.  Hills,  acting 
under  the  1988  trade  law,  will  issue  a 
report  citing  the  unfair  trading  prac- 
tices of  many  Asian  and  other  export- 
ers. A  monh  later,  she  will  select  the 


biggest  offenders,  targeting  them  for 
possible  retaliation. 

Hills  might  have  held  off  placing  Ja- 
pan on  her  hit  list  as  long  as  Takeshi- 
ta's  future  was  in  doubt.  But  now  she 
may  feel  more  free  to  strike.  And  with 
Japan's  weak  leadership  probably  un- 
willing to  take  on  such  politically 
touchy  domestic  issues  as  reforming 
its  farm  policy  or  its  archaic  product 
distribution  system,  Japan  may  be  able 
to  offer  Hills  few  concessions  to  head 
off  U.  S.  sanctions. 

Not  all  progress  will  grind  to  a  halt. 
Senior  Finance  Ministry  bureaucrats, 
for  example,  tend  to  forge  their  own 
accords  with  foreign  governments.  If 
they  were  to  backslide   now,  they 


would  face  howls  from  giant  Japanese 
banks  and  brokers  protesting  that 
their  enormous  overseas  operations 
would  be  at  risk.  Nor  is  the  Finance 
Ministry  likely  to  renege  on  Takeshi- 
ta's  plan  to  pump  $4.5  billion  into  Trea- 
sury Secretary  Nicholas  F.  Brady's 
scheme  to  lower  Third  World  debt. 

But  don't  expect  any  new  Japanese 
foreign-affairs  initiatives  until  1990 — or 
maybe  even  later.  In  fact,  even  before 
the  Recruit  scandal  felled  Takeshita, 
his  government  had  begun  withdraw- 
ing into  itself.  With  the  Recruit  af- 
fair keeping  LDP  pols  busy  on  the 
home  front,  Tokyo  couldn't  afford 
to  send  its  Finance  Minister  to  the 
fall  and  spring  meetings  of  the 
Group  of  Seven  industrial  countries. 
Japanese  efforts  to  help  the  U.  S. 
and  other  G-7  members  stabilize 
currency  markets  have  been  limit- 
ed, at  i3est,  lately.  And  while  the 
caretaker  prime  minister  doubtless 
will  attend  the  economic  summit  in 
Paris  in  July,  he  certainly  "will  not 
be  a  vigorous  player,"  says  Tokyo 
University  political  scientist  Taka- 
shi  Inoguchi. 

MR.  CLEAN.  If  the  caretaker  won't 
stick  his  neck  on  the  hne,  who  will? 
LDP  Secretary-general  Shintaro  Abe 
and  former  Finance  Minister  Kiichi 
Miyazawa  once  were  leading  con- 
tenders to  succeed  Takeshita.  But 
each  is  reported  to  have  received 
$770,000  from  Recruit.  In  fact,  with 
Recruit  spreading  its  favors 
throughout  the  LDP,  the  party 
bosses  are  running  out  of  powerful 
candidates.  In  the  end,  they  may 
have  to  settle  for  a  neutral  Mr. 
Clean.  That  happened  15  years  ago, 
when  the  bosses  named  'Takeo  Miki 
prime  minister  after  Kakuei  Tanaka  re- 
signed during  another  scandal. 

Right  now,  public  confidence  in  the 
LDP  is  so  low  that  the  party  may  even 
lose  its  lower-house  majority  in  elec- 
tions due  to  be  held  by  mid-1990.  To 
restore  faith  in  the  party,  some  LDP 
members  want  to  launch  a  crackdown 
on  Japan's  obviously  lax  political  fund- 
ing system.  But  even  if  Takeshita's 
resignation  is  enough  to  steer  the  LDP 
onto  such  a  course,  it  may  be  some 
time  before  its  leaders  try  to  venture 
onto  the  global  center  stage.  Until 
then,  as  a  Japanese  securities  industry 
executive  observes,  "unless  Japan 
takes  action  on  trade,  it's  going  to  be 
on  a  collision  course  with  the  U.  S." 
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WHAT'S  PUNIPING  UP 
GASOLINE  PRICES? 


Catastrophes,  coupled  with  tight  supplies,  spook  retailers 


With  oil  prices  squirting  up, 
Roger  R.  Hemminghaus  had 
been  braced  for  the  worst.  As 
chairman  of  Diamond  Shamrocli  R&M 
Co.,  he  figured  he  was  at  the  mercy  of 
the  crude  market.  But  in  the  past  four 
weeks,  he  has  been  able  to  raise  his 
gasoline  prices  28%- — three  times  as 
much  as  his  crude  costs  rose.  The  inev- 
itable result:  fatter  refining  profits.  Af- 
ter a  slow  start  this  year,  Hemminghaus 
is  licking  his  chops,  hoping  for  a  replay 
of  last  summer  when  profits  boomed. 

Around  the  country,  refiners  have 
jacked  up  gasoline  prices  faster  than 
you  can  say  "Valdez."  Gas  prices  have 
been  running  ahead  of  crude  quotes 
since  January  (chart).  But  they've  really 
taken  off  in  the  past  month:  Unleaded 
regular  gas  has  jumped  29%,  to  71$  a 
gallon  on  the  spot  market,  while  rising 
about  16(f  a  gallon  at  self-serve  stations, 
to  $1.06,  according  to  the  Lundberg  Sur- 
vey. "The  market's  in  a  panic,"  observes 
consultant  Thomas  C.  Ryan,  "and  the 
refiners  are  cashing  in  on  it." 
SPREADING  FEVER.  The  panic  built  slow- 
ly. Early  this  year,  refiners  raced  just  to 
catch  up  with  crude  prices,  which  had 
risen  since  October  when  OPEC  reached  a 
deal  limiting  output.  But  in  late  March, 
the  Exxon  Valdez  ran  aground.  That 
squeezed  supplies  of  Alaskan  crude  to 
the  critical  West  Coast  market.  Worried 
about  being  cut  off  by  refiners,  gasoline 
distributors  and  retailers  desperately  bid 
up  prices.  Then,  on  Apr.  10,  a  fire  at  a 
Chevron  Corp.  refinery  outside  San 
Francisco  knocked  out  25%  of  the  refin- 


ery's 160,000  barrels  of  daily  output — 
and  heightened  buyers'  desperation. 

Gas  price  fever  has  since  spread  na- 
tionwide. One  big  reason  is  a  squeeze  on 
capacity:  U.  S.  refiners  have  been  run- 
ning flat  out.  The  reason:  Since  1980, 
more  than  100  refineries — mostly  small 


sumed  daily  in  the  U.  S.,  "in  a  mark 
this  tight,  any  loss  of  production  w 
send  prices  up,"  says  Purvin  &  Ger 
President  Robert  A.  Hermes.  Nor  ha 
imports,  which  account  for  6%  of  suppl 
flooded  in  to  make  up  the  differenc 
Much  of  the  foreign  gas  is  flowing 
Europe,  where  prices  are  higher. 

Obviously,  refiners  can  only  pre 
their  good  fortune  so  far.  If  prices  clin 
too  rapidly,  that  could  suck  in  imports 
oil,  especially  from  Latin  America.  Ar 
higher  prices  eventually  will  push  moto 
ists  to  limit  their  consumption.  But  f 
now,  the  refiners  are  enjoying  a  ni 
ride.  Net  margins  for  the  Gulf  Coa 
refiners  jumped  270%  in  April,  to  $2.68 
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RISING  CRUDE  PRICES, 
FATTER  REFINING  PROFITS 
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ones — have  been  shuttered,  even  as  gas- 
oline demand  was  on  the  rise,  gaining 
2%  last  year.  Recently  imposed  federal 
environmental  rules  could  reduce  refin- 
ing capacity  by  a  further  150,000  barrels 
a  day,  according  to  industry  consultants 
Purvin  &  Gertz  Inc.  While  that's  only  a 
fraction  of  the  7  million  barrels  con- 


barrel,  according  to  Purvin  &  Gert 
The  biggest  winners  are  the  iong-su 
fering  independents.  In  1983,  when  V; 
lero  Energy  Corp.  spent  $650  million  c 
its  state-of-the-art,  67,000-barrel-a-da 
refinery,  it  was  hoping  to  refine  residu; 
oil,  a  cheap  gunk-like  crude  byproduc 
which  sells  at  a  discount  to  crude.  Bi 
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PHIBRO:  SAIAMON'S  ACE 
IN  THE  OIL  PATCH 


10  one's  happier  about  the  refining 
boom  than  Salomon  Inc.  Its  giant  oil 
trading  and  refining  company  earned  $98 
million  before  taxes  in  the  first  quarter, 
helping  to  limit  Salomon's  overall  pretax 
loss  to  "only"  $72  million.  That  makes 
Phibro  Energy  Inc.  Salomon's  star  asset. 

By  the  time  Salomon  merged  with  Phi- 
lipp  Brothers  Inc.  in  1981,  Phibro  was 
already  one  of  the  world's  largest  oil 
traders.  But  a  few  years  later,  Phibro 


President  Andrew  J.  Hall,  an  executive 
vice-president  under  then-Chairman 
Thomas  O'Malley,  wanted  a  way  to 
hedge  his  trading  bets.  So  in  1985,  Phibro 
snapped  up  Hill  Petroleum  Co.,  a  tiny 
Louisiana  refinery  nearing  bankruptcy. 
With  refining  in  the  doldrums,  recalls 
Hall,  "there  were  a  lot  of  doubters." 

Phibro  next  bought  three  more  refiner- 
ies, including  Texas  City  Refining  Inc.,  a 
125,000-barrel-a-day  plant  near  Houston. 


All  told,  Phibro  has  been  able  to 
together  a  refining  system  with  a 
capacity  of  300,000  barrels,  paying 
10$  on  the  dollar,  or  less  than  $10 
lion,  company  sources  say.  Says  o 
vestment  banker  who  has  dealt  wit 
bro:  "They  only  buy  when  there's 
in  the  water," 

NIMBLE  MOVES.  Phibro's  timing  ecu 
have  been  better.  Since  it  bought 
City,  in  June,  1988,  refinery  prices 
soared — and  so  have  downstream  p 
Phibro's  trading  gains  have  ren 
strong  as  well,  helping  the  cor 
clear  a  fiscal  1988  pretax  profit  of 
million,  or  32%  of  Salomon's  total. 
By  owning  its  refineries,  Phibro  I 
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PEOPLE 


ENGINEER  KENT  KRESA:  "WE  HAVE  TO  ACCOMPLISH  THE  THINGS  THAT  ARE  ON  OUR  PLATE" 


THE  GOOD  SOLDIER  KRESA 
STEPS  UP  AT  NORTHROP 


Can  its  new  boss  polish  the  company's  tarnished  image? 


,ack  demand  for  gas  and  a  tightening 
larket  for  residual  fuel  wiped  out  mar- 
rns.  From  1983  to  1987,  Valero's  refin- 
g  operations  accumulated  $128  million 
losses.  But  last  year,  they  turned  a 
;3.8  million  profit.  This  year,  after  an 
1  million  first-quarter  profit,  earnings 
e  expected  to  triple.  After  a  slow  start, 
her  independents,  such  as  Ashland, 
)astal,  and  Tesoro,  have  seen  profits 
mp.  Analysts  expect  Coastal's  huge  re- 
ling  and  marketing  operations  to  make 
;00  million  in  1989,  double  1988  profits. 
,i,L  SYSTEMS  GO.  The  majors,  too, 
udged  along  through  most  of  the  first 
larter,  and  profits  reflected  it.  But  by 
:  te  March,  they  began  to  make  out  nice- 
.  After  spending  millions  upgrading 
eir  refining  and  marketing  operations, 
ey're  generating  bigger  returns  there 
an  from  pumping  oil.  Texaco  Inc.,  for 
stance,  last  year  made  $651  million  on 
mestic  "downstream"  operations,  four 
nes  its  exploration  and  production 
ofits.  With  crude  prices  finally  rising, 
ys  Bruce  E.  Lazier,  analyst  at  Pres- 
tt,  Ball  &  Turben  Inc.,  "for  the  first 
ne  since  1980,  the  majors  will  be  hit- 
ig  on  all  cylinders." 
Brighter  prospects  downstream  have 
50  sparked  a  slew  of  refinery  deals, 
nee  September,  nearly  $5  billion  has 
en  spent  on  refinery  acquisitions — 
Dre  than  in  the  previous  five  years 
mbined,  Ryan  says.  That  includes  Sau- 
Arabia's  $1.8  billion  joint  venture  with 
'xaco,  launched  in  January.  Other  big 
,mes,  including  Mobil  Corp.  and  British 
itroleum  Co.,  have  been  snapping  up 
ints,  too.  All  the  dealing  has  more 
an  doubled  prices  in  the  past  year,  to 
arly  $4,500  for  each  barrel  of  daily 
pacity,  according  to  First  Boston  Corp. 
id,  with  no  new  refineries  planned,  the 
lue  of  existing  ones  could  keep  rising. 
>  George  C.  Morris,  an  industry  spe- 
ilist  at  First  Boston,  puts  it:  "It's  a 
ave  new  world  in  refining."  For  motor- 
s,  so  much  the  pity. 
By  Mark  Ivey  in  Houston,  with  Ronald 
•over  in  Los  Angeles  and  bureau  reports 


ver  many  traders.  If  it  contracts  for 
on  the  spot  market,  for  instance,  it 
:her  resell  it  or  run  it  through  its 
y  and  sell  the  products,  usually  to 
alers.  "It  means  we're  not  at  just  the 

of  refiners  or  other  buyers,"  says 
We  can  play  either  market, 
e  Phibro  has  moved  nimbly,  Salo- 
other  businesses  have  struggled.  Its 
-dealer  arm  alone  lost  $98  million  in 
;t  quarter.  The  big  money  now  is  in 
fs  and  merchant  banking,  where  Sal- 
las  floundered.  Until  it  can  catch  up, 

be  relying  heavily  on  that  dirty, 
work  done  so  far  from  Wall  Street. 

Mark  Ivey  in  Houston,  with  Judith  H. 
nski  in  New  York 


Northrop  Corp.  insiders  expected 
Kent  Kresa  to  go  job  hunting  in 
1982  when  he  was  elevated  to 
senior  vice-president  for  long-range  plan- 
ning at  the  defense  contractor.  After  six 
years  of  running  the  company's  consis- 
tently profitable  drone-airplane  unit, 
Kresa  was  given  a  fancy  title  but  had 
fewer  real  responsibilities.  Word  spread 
through  the  corridors  that  he  was  mull- 
ing a  move  to  Chrysler  Corp. 

But  Kresa  stayed,  and  on  Apr.  20  he 
was  rewarded  when  Northrop  Chairman 
Thomas  V.  Jones  named  Kresa  to  suc- 
ceed him  later  this  year  as  chief  execu- 
tive. Whether  the  Northrop  job  will  be 
worth  the  headaches  is  quite  another 
question. 

Jones,  who  first  went  to  work  for  Nor- 
throp in  1953,  is  leaving  with  both  the 
company  and  his  personal  reputation  un- 
der darkening  clouds.  Northrop's  $68.1 
billion  B-2  stealth-bomber  program  faces 
deep  federal  cuts.  And  the  company  has 
pleaded  innocent  to  charges  of  supplying 
faulty  missile  parts  to  the  Air  Force.  It 
also  faces  grand  jury  probes  for  shoddy 
workmanship,  overbilling,  and  bribery. 
COD  TIMING.  Those  problems  fueled  spec- 
ulation on  Wall  Street  that  Northrop's 
board  urged  the  68-year-old  Jones  to 
step  down.  "Tom  Jones  is  mentally  and 
physically  capable  and  likes  his  job," 
says  Joseph  Campbell,  a  Paine  Webber 
Inc.  analyst.  "I  would've  thought  he'd 
stay  on  forever — unless  something  pres- 
sured him  out."  Company  oflRcials  say 
Jones  planned  to  announce  his  resigna- 
tion at  the  May  17  annual  meeting.  But 
Jones  decided  to  announce  it  earlier. 


Yet  the  timing  is  odd.  A  grand  jury  is 
well  along  in  its  probe  of  possible  in- 
volvement by  Jones  in  an  alleged  1983 
bribery  scheme  to  get  South  Korea  to 
buy  Northrop's  troubled  F-20  fighter  jet. 
A  congressional  panel  is  also  investigat- 
ing the  case.  Those  problems  couldn't 
have  helped  Northrop  in  competition  for 
new  defense  work,  including  a  $45  billion 
program  to  build  the  Air  Force's  Ad- 
vanced Tactical  Fighter. 

Kresa  seems  ideal  to  improve  Nor- 
throp's image.  An  ex-researcher  in  the 
Pentagon's  advanced  radar-and-infrared 
operation,  the  51-year-old  engineer  is 
well  regarded  in  Washington.  Working 
his  way  up  for  the  past  14  years,  Kresa 
headed  many  production  operations — ex- 
perience that  could  help  convince  the 
Pentagon  that  he  can  bring  the  B-2's 
development  costs  under  control  and 
manage  its  production. 
DESK  JOB.  Nor  could  Kresa  be  a  greater 
contrast  to  Jones.  An  intimate  of  Nor- 
throp founder  Jack  Northrop,  Jones  was 
a  throwback  to  aviation's  pioneer  days. 
Kresa,  whose  poor  vision  kept  him  out 
of  the  Air  Force,  is  more  likely  to  keep 
an  eye  on  ledgers  and  assembly  lines. 
Says  Kresa:  "We  have  to  accomplish  the 
things  that  are  on  our  plate." 

Those  things  include  plenty  of  big- 
ticket  programs.  Northrop  is  also  laden 
with  the  rap  of  a  company  that  can  bid 
for  big  projects  but  can't  control  costs. 
Kresa  says  that  isn't  so.  Now,  seven 
years  after  he  wondered  if  Northrop 
was  the  place  for  him,  he  intends  to 
show  he's  the  answer  to  its  problems. 

By  Eric  Schine  in  Los  Angeles 
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TELECOMMUNICATIONS  I 


THE  BABY  BELLS 
TODDLE  TOWARD  CABLE 


If  PacTel  nabs  a  Chicago  franchise,  its  siblings  are  sure  to  follow 


It's  only  a  toe  in  the  water.  But  Pacif- 
ic Telesis  Group's  first  move  into 
American  cable  TV  is  already  making 
big  waves.  On  Apr.  20,  the  San  Francis- 
co phone  giant  agreed  to  buy  a  68% 
stake  in  Group  W  Cable  Associates  of 
Chicago,  a  cable  franchise  formerly  part 
of  Westinghouse.  If  federal  regulators 
bless  it,  not  only  will  PacTel  get  into  a 
hot-growth  business,  but  the  seven  pow- 
erful Bell  companies  could  get  the  ac- 
cess to  the  $13.8  billion  cable  business 
that  they've  been  fighting  for. 

At  first  glance,  PacTel's  deal  looks 
tiny.  Group  W  is  only  the  75th-largest 
system  in  the  U.  S.,  with  97,000  subscrib- 
ers. What's  more,  it  serves  just  24%  of 
the  homes  in  its  area  vs.  the  average 
market  penetration  of  54%. 
MOVIES  BY  PHONE.  Look  again:  There's 
more  at  stake  here  than  who  will  enter- 
tain the  couch  potatoes  of  northern  Chi- 
cago. The  Baby  Bells  eventually  would 
like  to  compete  with  cable  monopolies  in 
their  home  markets.  And  they  argue 
that  they  have  the  resources  to  open  up 
a  vast,  untapped  market  for  household 
services,  from  movies  via  telephone  lines 
to  on-line  information  services.  Data- 
quest  Inc.  analyst  Steven  A.  Sazegari 
says  the  deal  "will  change  the  face  of 
the  cable  indu.stry." 

First,  though,  PacTel  must  jump 
through  tricky  legal  and  regulatory 
hoops.  It  must  persuade  U.  S.  District 
Judge  Harold  H.  Greene,  who  enforces 
the  Bell  breakup,  to  go  along  with  the 
Justice  Dept.'s  advice  to  approve  the 
deal.  Greene  has  allowed  the  Baby  Bells 
to  enter  businesses  such  as  cellular 
phone  service  outside  their  territories. 
But  a  decision  could  take  a  year  or 
more — especially  given  cable  industry 
threats  to  try  to  block  approval. 

That's  not  stopping  PacTel  Chairman 
Sam  L.  Ginn  from  stalking  cable  proper- 
ties. Last  August,  Houston  Industries 
Inc.  outgunned  Ginn  with  a  $1.3  billion 
offer  to  acquire  Rogers  Communications 
Inc.'s  U.  S.  cable  properties.  But  he  re- 
covered last  December,  when  he  teamed 
up  with  Jones  Intercable  Inc.  of  Engle- 
wood,  Colo.,  to  buy  an  89%  interest  in 
two  London  startups.  For  Group  W,  Pac- 
Tel fashioned  a  Byzantine  arrangement 
whereby  Austin  (Tex.)-based  partner 
Prime  Cable  will  buy  Group  W  for  $198 
million,  sell  a  68%  stake  to  'Transamerica 
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CHAIRMAN  GINN:  "CABLE  IS  INFORMATION 
DISTRIBUTION,  AND  THAT'S  WHAT  WE  DO" 


Corp.,  which  will  sell  it  to  PacTel  when 
Greene  0.  K.'s  the  deal.  Despite  misgiv- 
ings. Prime  wants  a  deep-pocket  partner. 
Transamerica,  whose  board  includes 
Ginn,  gets  a  $650,000  annual  fee. 

Why  hunt  such  meager  game?  Ginn 
says  cable's  a  natural  for  PacTel,  which 
was  the  first  Baby  Bell  to  offer  cellular 
phone  services  outside  its  area.  "Cable  is 
information  distribution,"  he  says,  "and 


mi 


that's  what  we  do."  Besides,  he  addsl  jiiej 
small  operation  lets  him  get  experier?  aei 
without  betting  the  company.  ;  ;.as' 

Cable  operators  see  more  than  justf  .aiil 
good  education.  Approval  to  operate  o*  Hial 
side  his  region  is  "the  camel's  nose  .-irt 
der  the  tent"  before  the  Bell  compani|  a\ 
begin  offering  cable  locally,  says  a  ^j^  -m 
tional  Cable  Television  Assn.  spokesmd 
Some  of  it  is  defensive:  PacTel  could  u| 
Group  W's  lines  to  offer  services  tYt  ?  [j 
compete  with  Ameritech  Corp.'s  filing  -j]  ( 
Bell.  Ginn  plays  this  down,  insisting  tit, 
cable  is  plenty  profitable  in  any  regioE  ,ew 
TRANSOCEANIC  CABLE.  Even  SO,  addif  <jD  i 
information  services  to  the  standal  ,;jie 
cable  programming  may  be  the  only  w 
a  cable  business  can  grow  enough 
justify  the  premium  prices  now  bei: 
paid — especially  since  46  million  TV  se 
or  half  the  country's  total,  are  cabi 
and  there's  less  potential  for  growth.  ( 
ble  system  prices  have  zoomed  an  av^ 
age  of  45%,  to  as  much  as  $3,000  a  si 
scriber,  in  the  last  two  years. 

For  now,  U.  S.  West,  the  only  otYtL  y; 
Baby  Bell  to  test  the  cable  TV  waters 
focusing  its  efforts  overseas.  Acquisiti 
costs  are  lower  outside  the  U.  S.  a 
there's  more  freedom.  Hong  Kong,  f 
instance,  where  U.  S.  West  is  biddi: 
with  a  consortium  to  develop  a  cat 
system  for  6  million  homes,  plans  to 
low  voice,  data,  and  video  services  all 
the  same  line. 

There's  no  guarantee,  of  course,  th 
the  Baby  Bells  can  run  cable  as  well 
they  do  phones.  They  aren't  progra: 
mers,  and  that's  a  diflficult  skill  to  pi 
up.  And  their  problems  in  marketing  a 
legend.  Consequently,  PacTel's  deal, 
approved,  "won't  cause  a  stampede 
says  Morgan  Stanley  &  Co.  analyst  Jo' 
Tinker.  Just  the  same,  even  the  tiptoeii 
of  giants  demands  close  attention. 

By  Robert  D.  Hof  in  San  Francisco,  m 
bureau  reports 


WALL  STREET  I 


A  WAKE-UP  CALL 

FOR  INITIAL  PUBLIC  OFFERINGS 


Investors  are  still  cautious,  but  startups  aren't  going  begging  anymore 


T! 


|he  October,  1987,  stock  market 
crash  dashed  Bytex  Corp.'s  hopes 
of  going  public.  So  the  small 
Southboro  (Mass.)  communication-prod- 
ucts company  waited  patiently.  On  Apr. 
13,  Bytex  got  its  wish.  The  company 
raised  $10.4  million  at  a  stock  price  that 
valued  the  company  at  a  generous  18 
times  earnings.  Bytex  may  have  had  to 
wait  nearly  18  months,  but  it  was  worth 


it.  Says  Chairman  Steven  G.  Finn:  "V, 
think  it  was  fair  value." 

Bytex'  success  may  portend  bett 
times  for  the  initial  public  offering  (U 
market.  Growth  companies,  especially 
high  tech,  have  long  relied  on  iPOs 
raise  capital.  After  a  postcrash  lu 
they're  braving  the  water  again.  Ai 
with  the  market  bouncing  near  po: 
crash  highs,  other  companies  may  folk 
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uit.  Robertson,  Stephens  &  Co.,  a  San 
'rancisco  investment  banker,  has  seven 
ompanies  ready  to  go  public,  compared 
nth  nine  for  all  of  1988.  Alex.  Brown  & 
ons  has  two  companies  waiting  in  the 
'ings  and  plans  to  register  nine  more  by 
une.  That's  double  its  1988  score.  "Last 
ear  started  strong  but  ended  as  dog- 
leat,"  says  Richard  L.  Franyo,  an  Alex. 
Town  managing  director.  Now,  he  says, 
the  ramp  is  up." 

There's  still  plenty  that  could  go 
Tong.  Investment  bankers  worry  that 
ne  bad  deal  will  scare  away  already 
iittish  investors.  Launching  an  offering 
I  this  environment,  says  Franyo,  is  like 
wading  into  a  trout  stream.  You  can 
30ok  the  fish." 

IT  PARADE.  For  all  the  caution,  though, 
le  IPO's  draw  is  strong.  Small  compa- 
ies  can  become  stars  after  parading  be- 
)re  analysts  and  financiers.  A  listing  on 
16  stock  pages  carries  prestige.  Plus, 
'OS  open  other  forms  of  financing  for 
ist-growing  companies.  Says  Norman 
.  Fosback,  editor  of  the  newsletter 
'ew  Issues:  "If  you  can't  raise  equity 
ipital,  you  can't  borrow  enough  to  fi- 
ance growth." 

Even  more  important,  IPOs  cut  capital 
)sts — and  can  increase  managerial  flex- 
lility.  Lately,  small  companies  have 
5en  forced  to  rely  heavily  on  more  cost- 
■  private  placements.  Venture  capital- 
ts  who  haven't  been  able  to  sell  their 
akes  in  startups  have  had  to  engineer 
iquisitions,  thereby  clipping  the  origi- 
al  management's  independence.  Ac- 
)rding  to  Venture  Economics  Inc.,  135 
jnture-backed  companies  were  acquired 
st  year,  while  only  36  went  public. 
A  bull  market  in  IPOs  won't  return, 
lOugh,  until  technology  stocks  recover 
•cm  their  continuing  slump.  But  there 
*e  some  glimmerings  of  hope  on  this 
•ont,  too:  When  Silicon  Valley-based 
etwork  General  Corp.  went  public  in 
ebruary,  the  stock  sold  for  $8  a 
lare — well  above  the  $5.50-to-$7  offer- 
g  range.  The  price  has  since  climbed  to 
12  a  share.  "Network  General  was  the 
rst  indicator  that  the  market  was  open 
t  high-tech  IPOs,"  says  Bytex'  Finn, 
ambrecht  &  Quist  Inc.'s  index  of 
rowth  stocks  now  stands  at  about  570, 
p  from  525  at  the  end  of  last  year. 
Investment  bankers  must  still  assuage 
le  fears  of  retail  investors  who  have 
Jen  burned  by  overpriced  deals.  So  for 
3W,  investment  bankers  will  probably 
y  to  peddle  only  companies  with  prov- 
1  track  records.  "We  are  focusing  our 
Torts  on  companies  with  strong  market 
jsitions,"  says  Daniel  H.  Case  III,  a 
ambrecht  &  Quist  managing  director, 
ut  if  Wall  Street's  smoldering  affection 
)r  IPOs  becomes  a  full-fledged  fire 
gain,  those  scruples  are  likely  to  be 
)rgotten. 

By  Leslie  Helm  in  Boston 


Commentary/by  Paul  Magnusson 


U.S.  CONSUMERS,  AND  THE  CARIBBEAN, 
ARE  GETTING  A  SOUR  DEAL  ON  SUGAR 


Customs  oflicials  were  puzzled. 
The  sugar  they  were  testing  for 
purity  was  clearly  marked  as  Ca- 
nadian, and  it  entered  the  U.  S.  under 
Canada's  quota.  Yet  tests  showed  that 
it  was  cane  sugar  from  a  balmier 
clime — as  in  Australia,  mate. 

The  Byzantine  rules  governing  the 
sugar  trade  inspire  such  shenanigans. 
Several  of  the  38  nations  that  export 
sugar  can  profit  handsomely  by  resort- 
ing to  a  bit  of  legal  arbitrage:  They  can 
sell  their  sugar  to  the  U.  S.  at  inflated 
prices,  then  buy  cheaper  sugar  on  the 
world  market  for  their  own  use  (chart). 

American  consumers  and  manufac- 
turers pay  an  estimated 
$930  million  a  year  to 
preserve  the  antiquated 
quota  system.  Although 
there  are  only  12,000 
sugar  cane  and  sugar 
beet  growers  in  the  na- 
tion, they  are  a  power- 
ful bunch  when  teamed 
up  with  corn  growers, 
who  know  that  high 
sugar  prices  boost  sales 
of  corn  sweeteners. 

The  Bush  Administra- 
tion could  help  end  the  sugar  madness. 
But  a  timid  White  House  has  been 
scared  off  supporting  a  bill  called  the 
Caribbean  Basin  Initiative  II,  which  is 
now  being  drafted  by  a  House  Ways  & 
Means  subcommittee.  The  original  CBI 
was  conceived  in  1983  as  a  regional 
free-trade  zone  that  would  provide  an 
economic  tonic  for  impoverished  Carib- 
bean nations  and  their  shaky  govern- 
ments. But  powerful  U.  S.  lobbies  evis- 
cerated it  by  exempting  textiles,  shoes, 
petroleum,  leather  goods,  canned  tuna, 
sugar,  and  watches  from  its  liberal 
provisions.  Since  1983,  U.  S.  imports 
from  the  Caribbean  have  actually  fall- 
en by  a  third,  to  $6.8  billion  last  year. 

Sugar  exporters  ultimately  got  the 
worst  deal  of  all.  A  bizarre  provision  of 
the  1985  farm  bill  required  that  the 
federal  government  guarantee  U.  S. 
producers  at  least  18(t  a  pound  for  sug- 
ar— without  any  net  cost  to  the  Trea- 
sury. The  CBI  eliminated  tariffs  on  Ca- 
ribbean Basin  sugar,  but  quotas  were 
ratcheted  down  to  keep  the  U.  S.  raw 
sugar  price  at  an  artificially  high  22(t 
per  pound.  As  a  result,  the  government 
didn't  have  to  pay  off  the  farmers. 
But  rising  competition  from  artificial 
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sweeteners  and  corn  syrups  required 
ever  lower  quotas  to  keep  the  U.  S. 
price  stable.  Foreign  producers  have 
seen  their  U.  S.  sugar  quotas  shrink  by 
63%  since  1982.  That  means  400,000 
jobs  lost  in  the  22  Caribbean  Basin 
countries  since  1983,  claims  Jose  Orive, 
who  chairs  the  CBI  Embassy  Group,  a 
coalition  of  Caribbean  nations.  "We  are 
busting  our  tails  to  try  to  diversify  and 
find  alternatives  to  sugar,  but  how  are 
you  going  to  do  that  on  the  little  is- 
lands like  St.  Kitts  and  Nevis?"  he 
asks.  Exports  of  manufactured  goods 
are  up,  but  they  are  dwarfed  by  the 
loss  of  earnings  on  sugar,  the  region's 
second-most-important 
commodity  export  after 
coffee. 

The  outlook  was 
brighter  for  the  Carib- 
bean last  year.  The  Rea- 
gan Administration  and 
a  few  in  Congress  want- 
ed to  eliminate  sugar 
quotas  entirely.  Sam 
Gibbons  (D-Fla.),  chair- 
man of  the  House  Ways 
&  Means  trade  subcom- 
mittee, sought  at  least 
to  restore  the  CBl's  sugar  quota  to  the 
1983  level.  But  he  was  stymied  by  the 
U.  S.  sugar  lobby,  which  wants  stable 
pricing  above  all  else. 

Now,  Gibbons  is  trying  to  freeze  the 
overall  CBI  sugar  quota  at  its  current 
level  while  redistributing  to  CBI  coun- 
tries any  unused  quota  allotments 
from  other  nations.  "The  current  pro- 
gram just  makes  no  sense,"  says  Gib- 
bons. "Someone  has  to  start  straight- 
ening it  out."  But  the  Bush  Adminis- 
tration demurs,  contending  that 
Gibbons'  modest  sugar  proposal  would 
violate  international  trade  rules  that 
prohibit  such  juggling  of  quotas 
among  nations. 

The  ultimate  solution  may  lie  else- 
where— in  next  year's  farm  bill  or  in 
the  current  round  of  trade  talks  in  Ge- 
neva. The  U.  S.  is  seeking  an  agree- 
ment to  phase  out  European  farm  sub- 
sidies, including  those  for  sugar.  But 
it's  long  overdue  for  Congress  to  admit 
that  writing  trade  policy  for  the  conve- 
nience of  12,000  U.  S.  sugar  farmers  is 
a  bad  idea.  It's  not  often  that  the  gov- 
ernment has  a  chance  to  help  strug- 
gling island  countries — and  save  con- 
sumers $1  billion  in  the  bargain. 
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TAKEOVERS 


AS  SALES  GROWTH  SLOWS,  DUNKIN'  IS  SHIFTING  AWAY  FROM  THE  DOUGHNUT  SHOP  CONCEPT 


WHY  DUNKIN'  DONUTS 
lOOKS  SO  YUMMY 


It  has  cash  and  real  estate — but  is  no  easy  takeover  target 


There's  plenty  of  mystery  to  the 
doughnut  business.  Like,  why  do 
doughnuts  have  holes?  And,  how 
do  they  get  the  jelly  inside?  Then  there's 
this  more  pressing  riddle:  Is  Dunkin'  Do- 
nuts  Inc.  takeover  bait? 

Unicorp  Canada  Corp.  provided  clues 
on  Apr.  20.  It  announced  that  its  Kings- 
bridge  Capital  Group  subsidiary  had  pur- 
chased 6.67'  of  the  doughnut  shop  chain. 
Five  days  later,  Unicorp  said  it  had 
upped  its  stake  by  17c  and  sought  gov- 
ernment permission  to  buy  more  than 
507.  George  S.  Mann,  chairman  of  the 
Toronto-based  utility,  real  estate,  and  fi- 
nancial company,  won't  reveal  his  mo- 
tives. "It's  a  well-managed  company 
with  lots  of  growth  potential,"  is  all 
he'll  say. 

If  the  stake  is  the  prelude  to  a  hostile 
bid,  Unicorp's  chances  look  slim.  Five 
hours  after  the  Securities  &  Exchange 
Commission  filing,  Dunkin'  kicked  in 
its  defenses.  The  chain,  based  in  Ran- 
dolph, Mass.,  will  lay  off  147  of  its  work 
force,  institute  a  tough  poison  pill,  and 
create  an  employee  stock-ownership  plan 
controlling  close  to  157  of  the  compa- 
ny's shares.  That  will  leave  307  of  the 
stock  in  friendly  hands,  making  a  suc- 
cessful tender  offer  nearly  impossible. 
Indeed,  Dunkin's  measures  sent  its 
stock  down  SVs,  to  34%.  Said  Chairman 
Robert  M.  Rosenberg,  whose  father  ca- 
tered doughnuts  and  coffee  40  years 


ago:  "We  want  to  stay  independent." 

What  makes  Dunkin'  look  so  appetiz- 
ing? A  solid  cash  flow,  for  one  thing. 
Cash  from  operations  could  reach  $3.95 
a  share  this  year,  says  analyst  Roger 
Lipton  at  Ladenburg,  Thalmann  &  Co. 
And  Dunkin'  uses  its  assets  ef!iciently, 
making  most  of  its  money  from  franchi- 
see rent  and  royalty  payments.  Earnings 
this  year  should  hit  $14.8 
million,  or  $2.25  a  share, 
on  revenues  of  $120  mil- 
lion— up  from  $13.5  mil- 
lion, or  $2.05,  in  fiscal 
1988. 

LOTS  OF  LOTS.  Then 
there's  real  estate.  Dun- 
kin' owns  the  land  under 
210  of  its  franchised  res- 
taurants. Rosenberg  ar- 
gues that  most  are  small 
roadside  locations,  good 
only  for  doughnut  shops. 
But  that  land,  most  of  it 
bought  10  or  20  years 
ago,  could  be  dramatical- 
ly undervalued  on  Dunkin's  balance 
sheet:  Property  sales  since  1986  yielded 
two  and  one-half  times  book  value. 

To  get  at  the  property,  however,  Uni- 
corp has  to  buy  the  doughnut  chain.  And 
in  the  U.  S. — where  Dunkin'  makes  907 
of  its  money — fattening  fried  dough  has 
seen  better  days.  "People  aren't  buying 
as  many  doughnuts,"  admits  George 
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Alepedis,  a  Dunkin'  franchisee  in  Bo: 
ton.  "They're  concerned  about  how  the 
look."  And  supermarket  bakeries  havi 
become  tougher  competitors.  | 
Dunkin'  has  to  find  new  markets — n| 
matter  what  Unicorp  does.  Its  1,555  n 
:ail  units  dominate  North  America.  Bi 
|ier-store  sales  have  grown  by  an  ave 
lye  of  just  37  over  the  past  five  yeai 
ii  hart).  The  competition  is  strugglin 
too:  Winchell's  Donut  Houses,  of  La  M. 
rada,  Calif.,  lost  $12.7  million  last  ye£ 
on  $144  million  in  sales  at  its  mostl 
company-owned  stores. 

Indeed,  if  Rosenberg  eludes  Unicor 
he  will  have  to  recharge  the  compan; 
Since  1985,  Dunkin'  has  sold  off  most 
the  75  money-losing  shops  it  owned  an] 
operated.  Now,  he's  shifting  away  fro 
the  old  doughnut  shop  concept.  The  la' 
est  restructuring  will  cut  jobs  in  n 
search  and  new  business  developmen 
In  other  words,  no  more  major  ne' 
products  and  little  franchise  expansion 
To  expand  cheaply,  Dunkin  want 
franchisees  to  distribute  their  bake 
goods  through  smaller,  kitchenless  sate 
lite  shops  and  to  convenience  store: 
Says  Rosenberg:  "Our  intent  is  to  pi 
the  product  everywhere." 
HOT  STUFF.  Rosenberg  sees  greater  o] 
portunities  in  more  upscale  food.  He  ha 
sunk  $15  million  into  developing  Te} 
Mex-style  restaurants  called  Chili's  th; 
accounted  for  117  of  revenues  last  yeai 
He  will  spend  $7.9  million  more  thi 
year — most  of  that  generated  by  dougl 
nut  shop  profits.  Chili's  could  contribu' 
as  much  as  407  of  Dunkin's  revenue 
and  257  of  profits  in  five  years. 

Rosenberg  may  smell  profits  in  th 
Chili's  franchise,  but  critics  aren't  s 
sanguine.  Dunkin'  is 
"particularly  astute 
franchiser,  says  Susa 
F.  Hager,  analyst  fc 
Pioneering  Managemer 
Corp.,  another  big  Du: 
kin'  investor.  Operation 
are  another  mattei 
Chili's  lost  $2.9  million  i 
fiscal  1988. 

In  fact,  some  analyst 
and  investors  believ' 
that  Rosenberg  shoul 
simply  dump  Chili'j 
That  move  would  boos 
earnings  and  the  stoc 
price.  Real  estate  sale 
might  buoy  prices  further.  Rosenberg' 
savvy  moves  have  countered  the  firs 
attack.  And  his  new  ESOP  may  put  hir^ 
out  of  a  raider's  reach.  Now  the  ques 
tion  is  whether  Rosenberg  will  take  ac 
vantage  of  his  apparent  flexibility  to  ge 
Dunkin'  ccokin'  once  again. 

By  Keith  H.  Hammonds  in  Boston,  with 
Chuck  Hawkins  in  Toronto 
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It  wasn't  in  their  job  description.  They  didn't 
have  books  or  manuals  to  show  them  the  way 

But  when  our 
international  team 
was  called  to  the 
Norwegian  North 
Sea  to  elevate  eight 
platforms,  weighing 
WOO  tons,  on 
our  oil  and  gas  pro- 
duction complex, 
no  one  said,"How?" 
Theysaid,"When?" 

Their  light  was 
inspiration. 

An  inspiration 
that  said  a  job  that 
had  never  been  done,  could  be  done.  An  inspiration 
that  gave  rise  to  what  would  become  innovation. 

And  their  light  was  not  put  out  by  three  years  of 
planning.  Extinguished  by  three  million  man-hours 
of  labor  Nor  a  work  schedule  victim  to  the  moods  of  the 
turbulent  water  below 

Their  power  was  vision,  and  their  vision  lifted 
Ekofisk  Its  energy  resources  secured  firmly  into  the 
twenty-first  century 

PHILLIPS  PETROLEUM  COMPANY© 


7b  achieve  the  plal^orm  elevation,  more  than  100  hydraulic  jacks, 
operated  by  computer,  were  installed  on  the  pla^orm  legs. 
The  result:  a  perfectly  synchronized  lift  to  a  protected  level  of  6.5  meters 


For  a  copy  of  our  annual  report,  wnte  to  Greg  Derrick,  Phillips  Petroleum  Company,  16  A-1  Phillips  Bldg. ,  Bartlesvilk,  OK  74004. 


MAYORS  I 


NOW  SONNY  BONO  IS  SINGING 
'I  WANT  YOU,  BABE' 


The  Palm  Springs  mayor  is  out  to  bag  more  tourists 


The  clock  is  ticking  toward  10:30 
a.m.,  and  the  mayor  is  nearly  30 
minutes  late  for  his  first  appoint- 
ment. "Bono  time,"  laughs  Palm  Springs 
City  Council  member  Charles  "Tuck" 
Broich,  one  of  three  people  kept  waiting. 
Just  then,  Hizzoner  arrives.  Even  for 
this  desert  city,  Sonny  Bono  looks  casual 
in  a  short-sleeved  blue  sweatshirt,  jeans, 
and  beat-up  boots.  But  don't  let  looks 
deceive:  Bono  means  business. 

One  year  after  being  elected  mayor  in 
a  surprise  landslide,  the  54-year- 
old  former  pop  singer  and  ex- 
hubby  of  Cher  is  waking  up 
sleepy  Palm  Springs,  Calif. 
Some  locals  grumble  a  bit,  but 
Salvadore  Phillip  Bono  is  hawk- 
ing his  city  like  a  Tinseltown 
huckster.  He's  bringing  rock 
concerts,  an  international  film 
festival,  even  the  Apr.  26  Miss 
Hollywood  contest  to  the  place. 
"We're  selling  glamour,  excite- 
ment," says  Bono.  "Whether  we 
like  it  or  not,  we're  in  the  busi- 
ness of  attracting  tourists." 
LOTS  OF  INK.  With  true  Holly- 
wood flair,  one  of  Bono's  first 
acts  as  mayor  was  to  hire  a  pric- 
ey Los  Angeles  public  relations 
firm.  That  won  him  lots  of  ink, 
and  some  of  it  rubbed  off  on  the 
city.  In  November,  Bono 
blocked  off  city  streets  for  a 
Monte  Carlo-style  Vintage 
Grand  Prix  auto  race.  Nearly 
40,000  tourists  showed  up,  more 
than  three  times  the  number  in 
1987,  when  it  was  held  at  the 
city's  airport.  One  reason:  the 
$400,000  in  free  ads  kicked  in  by 
the  Los  Angeles  Times  that 
Bono  got  in  exchange  for  the 
right  to  sponsor  the  race. 

More  tourists  mean  more 
money  for  Palm  Springs — which 
the  city  could  sorely  use.  De- 
spite its  reputation  as  play- 
ground for  Hollywood  stars  and 
millionaires,  seniors  make  up 
nearly  a  third  of  the  population 
of  38,000,  and  the  mean  income 
is  half  that  of  some  neighboring 
towns.  And  Palm  Springs  long 
has  been  losing  tourists  to 
newer,  ritzier  desert  resorts 
such  as  Palm  Desert.  Last  year. 


the  city  posted  a  $2.5  million  deficit,  yet 
voters  last  November  nixed  a  new  tax 
for  police  and  other  services. 

With  little  money  to  work  with.  Bono 
has  scrambled  for  ways  to  promote  the 
city.  He  has  lined  up  corporate  sponsors 
for  many  of  the  city's  events,  including 
Bank  of  America.  He  has  also  raised 
$75,000  by  selling  T-shirts,  post  cards, 
and  posters  with  his  face  and  the  slogan, 
I  Want  You,  Babe.  Still,  not  everyone  is 
thrilled  with  the  new  mayor.  "Sonny  is 


're  selling  glamour,'  says 
Mayor  Bono.  But  critics  grumble 
that  he's  using  his  job  to  revive 
his  show-biz  career 


working  hard,  but  he  hasn't  done  muc' 
concrete  yet,"  says  former  Vice-Mayo 
Eli  Birer,  one  of  the  six  candidates  Bon 
defeated.  "He's  ignoring  the  reality  tha 
he  has  to  cut  spending." 
WOODSTOCK  REDUX?  At  Bono's  urgin 
the  City  Council  approved  funds  t 
study  building  a  multimillion-dollar  com 
plex  with  an  amphitheater,  horse-racin 
track,  and  championship  golf  course 
And  to  capitalize  on  Palm  Springs'  popu 
larity  with  students,  who  invade  i 
droves  during  spring  break,  Bono  is  als 
hoping  to  organize  a  concert  this  sum 
mer  to  commemorate  Woodstock's  20t 
anniversary.  Then  there's  his  plan  for  a 
international  film  festival,  planned  fo 
January.  If  festival-goers  fill  the  town' 
hotels  and  restaurants  during  its  two 
week  run,  the  budget  deficit  will  b 
slashed  dramatically,  Bono  hopes. 
Such  optimism  has  aided  Bono  durin 
a  roller-coaster  career.  He  an 
Cher  scored  in  the  1960s  wit 
hit  records  and  in  the  earl 
1970s  with  a  top-rated  TV  variet 
show.  But  his  career  faltered  a 
ter  they  divorced  in  1974.  Whil 
Cher's  star  soared.  Bono  had  t 
settle  for  guest  spots  on  show 
such  as  The  Love  Boat.  Even  a 
Italian  restaurant  he  opened  i 
Los  Angeles  failed. 

That  was  the  bottom.  Fou 
years  ago  he  moved  to  Pal 
Springs,  where  he  lives  with  hi 
28-year-old,  fourth  wife,  Mary 
and  their  son,  Chesare.  And  hi 
new  restaurant,  Bono,  grosse, 
$2.7  million  a  year  and  turns 
profit,  he  says.  Critics  grumbl 
that  he's  using  his  mayor's  jo 
to  revive  his  show-biz  career.  "I 
sure  gets  his  name  around, 
says  Birer.  In  fact,  Bono  seems 
to  be  in  demand  again,  with 
major  role  in  the  1988  cult  fil 
Hairspmy  and  a  part  in  an  up 
coming  Miller  Lite  commercial. 

Bono  denies  taking  hi 
$15,000-a-year  city  hall  job  light 
ly.  For  instance,  -he  points  to 
recent  appearance  on  NBC's  Lat 
er  With  Bob  Costas  show  o 
which  he  plugged  his  city's  aeri 
al  tram  and  the  nearby  San  Ja 
cinto  Mountains. 

Bono  doesn't  yearn  for  a  polit- 
ical career  like  fellow  Republi- 
can Ronald  Reagan.  But  for  hi? 
remaining  three  years  in  office 
he  has  plenty  of  dreams  to  be 
realized.  As  he  doesn't  mind  not 
ing,  he  has  made  quite  a  come- 
back. He  expects  Palm  Springs 
to  do  the  same. 

By  Rovald  Grover  in  Palm 
Springs,  Calif. 
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SPECTRUM  PAPER 
CREATES  PERFECT 
COPIES 


The  selection  of  a  copier  paper  may  seem 
like  a  small  thing,  but  it  is  attention  to 
details  such  as  this  that  ultimately  reflect 
your  company's  commitment  to  quality 

Spectrum  Copier  Paper  won't  jam,  dust 
or  curl  in  your  high-speed  machinery  It 
consistently  delivers  identical  copies  of 
your  business  documents.  Copies  that  are 
clean,  crisp,  bright.  This  outstanding  con- 
sistency is  the  result  of  the  most  rigorous 
quality  testing  in  the  paper  industry 

If  you  demand  perfect  copies  in  all  of 
your  business  communications,  the  answer 
is  Spectrum  Copier  Paper  Spectrum 
means  quality. 


COPIER  PAPER 


Georgia-F^cific  ^ 

Printing  Paper  Division  1-800-526-6640 
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HCNB  LOOKS  HUNGRY 
— lOR  MCorp 


►  N'CNB  has  a  relentless  appe- 
tite. On  Apr.  26,  the  day  after 
it  dropped  its  $2.4  billion  pitch 
for  Citizens  &  Southern, 
Timothy  P.  Hartman,  vice- 
president  of  ncnb's  Texas 
subsidiary,  said  the  bank 
would  bid  for  institutions 
seized  by  federal  regulators 
from  failed  Dallas-based 
MCorp.  The  Federal  Deposit 
Insurance  Corp.  took  over  20 
of  MCorp. 's  25  banks  on  Mar. 
29  and  needs  a  buyer.  If  NCNB 
wins,  it  could  pick  up  assets 
of  $15.4  billion. 

MCorp.  could  be  easier  prey 
than  C&S.  Chairman  Hugh 
McColl  Jr.  retreated  from  his 
C&S  bid  after  the  Atlanta- 
based  bank  steadfastly  re- 
fused to  negotiate.  McColl  re- 
alized that  XCXB,  which  last 
year  bought  failed  First  Re- 
public Bank,  couldn't  spare 
the  management  time  for  a 
hostile  battle.  xCNB's  stock 
has  soared  50%  on  its  acquisi- 
tion of  First  Republic. 


GM  AND  FORD  ARE 
STUCK  IN  low  GEAR 


►  Detroit's  optimists  are  run- 
ning out  of  gas.  After  months 
of  building  too  many  cars,  GM 
and  Ford  finally  trimmed  pro- 
duction on  Apr.  24.  Most  cut- 
backs are  modest — reduction 
of  overtime  work  and  length- 
ening of  summer  vacations. 
But  they  may  suggest  more 
cuts  later.  A  senior  GM  execu- 
tive says  that  1989  car  and 
truck  sales  could  slump  to 
14.8  million  units,  the  lowest 
since  1984  and  well  below  ini- 
tial forecasts  of  15  million  to 
15.4  million. 


OLIVEHI  AND  DEC 
COZY  UP 


►  It  was  a  good  news,  bad 
news  week  for  Olivetti.  The 
good  news  came  on  Apr.  24, 
when  Digital  Equipment  said 
the  Italian  company  would 
supply  its  PCs  in  Europe.  Al- 


though DEC  isn't  saying  how 
many  units  it  will  buy,  the  or- 
der helps  Olivetti  at  a  time 
when  its  position  in  Europe  is 
under  attack.  DEC  buys  PCs  in 
the  U.  S.  from  Tandy  but 
chose  Olivetti  to  get  into  the 
European  market  faster. 

The  DEC  order,  however, 
may  not  make  up  for  business 
that  Olivetti  could  soon  lose. 
On  Apr.  19,  AT&T's  chairman 
Robert  E.  Allen  disclosed  that 
the  giant  phone  company  is 
looking  for  another  PC  suppli- 
er in  the  U.  S.  AT&T,  which 
has  a  22%  stake  in  Olivetti, 
bought  116,000  PCS  from  Oli- 
vetti last  year,  and  the  cancel- 
lation is  another  sign  of  in- 
creasing strain  in  their 
alliance.  Among  the  candi- 
dates for  the  new  business, 
says  Allen,  is  Intel. 


DREXEL  TAKES 
A  BIG  BUY  ORDER 


►  Times  are  tough  on  Wall 
Street,  so  big-league  produc- 
ers make  quite  a  catch.  Eager 
to  become  a  major  retail 
force,  Primerica's  Smith  Bar- 
ney Harris  Upham  bought  19 
retail  brokerage  oflfices  from 
Drexel  Burnham  Lambert  on 
Apr.  25.  The  500  Drexel  bro- 
kers reaped  $150  million  from 
250,000  accounts  last  year. 
But  "keeping  them  will  be  a 
big  challenge,"  admits  Smith 
Barney  CEO  Frank  G.  Zarb. 

Many  firms  are  eyeing 
Drexel  brokers,  whose 
$400,000  individual  annual 
commissions  outpace  the  in- 


NOW,  YOU  CAN  REALLY  THROW  A  TANTRUM 


V 


You  know  the  feeling.  That  re- 
port you  had  been  promised  at  8 
a.m.  still  isn't  there  by  noon. 
And  who's  the  fall  guy  in  the 
boss's  eyes?  You,  of  course.  It's 
enough  to  make  anyone  want  to 
break  something.  What  to  do? 
Well,  an  entrepreneur  from 
Brooklyn  has  found  a  way  to  re- 
lease all  those  emotions  without 
creating  a  fuss.  Alex  Carswell 
calls  it  the  Stressball,  a  soft  blue 

sphere  that  makes  the  sound  of  shattering  glass  when  thro 
against  a  wall  or  dropped.  Carswell  came  up  with  the  idi 
after  fighting  with  his  boss.  A  paperweight  flew,  a  pictu 
crashed.  And  an  idea  was  born.  You  supply  the  anger, 
microchip  and  speaker  inside  produce  the  sound  of  flyir 
shards.  1 
Carswell  has  targeted  executives  who  shop  at  toney  depar 
ment  stores.  He  also  figures  it's  a  great  Father's  Day  gift.  N 
that  family  life  could  ever  be  a  strain. 


dustry.  To  stem  the  outflow. 
Smith  Barney  may  pay  up  to 
$500,000  in  cash  and  upfront 
money  to  top  brokers.  The 
purchase  will  increase  its 
sales  force  by  roughly  20%. 


EASTERN'S  NEW 
FLIGHT  PLAN 


►  Eastern  Air  Lines  on  Apr. 
24  laid  out  its  plan  to  fix  up 
the  wings  of  man.  Eastern 
plans  to  keep  60%  of  its 
planes  and  employ  15,000  em- 
ployees. To  get  aloft,  it  must 
scour  a  tight  job  market  for 
an  additional  1,500  new  pilots 
or  face  possible  liquidation. 

The  unions  and  the  bank- 
ruptcy court  still  want  a  buy- 


er  to  rescue  Eastern.  Bi 
faced  with  Texas  Air's  resi 
tance,  the  court  could  force 
sale  only  by  replacing  Eas 
ern's  management  with 
trustee.  The  carrier's  late 
plan  stalls  this  process.  It  als 
boosts  the  market  position  ( 
Continental,  Texas  Air's  oth( 
unit.  Eastern  plans  to  slas 
routes  between  the  Northea; 
and  Florida,  where  it  cor 
petes  with  its  sister  carrier. 


WOODSY  OWL 
WINS  A  BIG  ONE 


►  The  U.  S.  timber  industi 
took  what  could  amount  to 
stunning  setback  on  Apr.  2 
Under  heavy  pressure  fro; 
environmentalists,  the  U.  I  ■ 
Fish  &  Wildlife  Service  r 
versed  itself  and  propose 
that  the  northern  spotted  ov 
be  listed  as  a  threatened  sp' 
cies.  Pending  final  court  ru 
ings  and  agency  reviews,  tl 
decision  could  reduce  annu; 
timber  harvest  from  feder: 
forests  in  Washington  and  0 
egon  alone  by  45%,  to  3.3  bi 
lion  board  feet.  Under  th; 
worst-case  scenario,  the 
ductions  could  force  layofl 
of  up  to  50,000  workers.  Coi 
gressional  efforts  are  undf 
way  to  strike  a  compromis 
between  the  industry  and  ei  i 
vironmentalists. 
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If  ISDN  is 
the  future  of 
commimicatlons 
how  do  you 
explain  this? 


ISDN— the  Integrated  Services  Digital  Network— is  here. 
Northern  Tblecom  is  providing  it.  Tblephone  companies  are 
installing  it.  Forward-thinking  corporations  are  using  it 
for  a  competitive  advantage. 

You  don't  have  to  understand  how  ISDN  lets  you 
send  voice  and  data  together  over  ordinary  phone  wiring. 
Just  how  it  can  benefit  your  business. 

And  we  make  that  easy.  Because  Northern  Iblecom 
has  more  ways  to  put  ISDN  to  work  in  your  business 
communications  than  anyone  else. 

Call  1-800-543-9806.  We  can  ^ 
show  you  how  to  put  your  corpo-       B^^t  fclccmTi" 
rate  communications  on  the  map.  I 


V  FORTUNE  500  oil 
lompany  is  cutting  the 
;ost  of  sending  voice 
ind  data  between 
)ffices  in  San  Francisco 
a  Northern  Telecom 
SDN  phone  system. 


A  major  bank  in 

Portland  is  using  a 
Northern  Telecom  ISDN 
system  to  send  transac- 
tions between  head- 
quarters and  branches 
faster  and  more 
accurately 


A  national  telemarketer 

in  Utah  is  answering  more  calls 
per  minute  with  an  ISDN 
system  from  Northern  Telecom. 


A  telephone  company 

in  Chicago  will  use  a 
Northern  Telecom  ISDN 
system  to  save  busi- 
nesses the  cost  of 
special  cabling  and 
terminals  for  data 
communications. 


\  software  company 

1  San  Jose  has  teamed  up  with 
Jorthern  Telecom  to  provide  the 
rst  ISDN  products  that  com- 
lunicate  with  IBM's  Systems 
letwork  Architecture. 


lit  the  nation's  first  ISDN  trial, 

1  Phoenix,  a  Northern  Telecom 
SDN  system  proved  that  it  speeds 
ommunications  among  a  variety 
tf  terminals  and  computers. 


A  long  distance  com- 
pany in  the  Midwest 
estimates  it  can  handle 
15%  more  calls  with  an 
ISDN  system  from 
Northern  Telecom. 


A  telephone  company 

has  selected  a  Northern  Telecom 
ISDN  system  to  provide  its  cus- 
tomers in  St.  Louis  with  video 
conferencing  and  voice  mail. 


©  1989  Northern  Telecom 
IBM  is  a  trademark 
of  IBM  Corporation 

A  multinational  manu- 
facturer in  Rochester, 
New  York,  is  making  it 
less  expensive  to  link 
offices  and  factories 
with  a  Northern  Telecom 
ISDN  system. 


ii 


A  Connecticut  utility 

can  automatically 
access  and  display  a 
calling  customer's 
records  with  a  Northern 
Telecom  ISDN  system. 

A  pharmaceutical 
maker  has  linked  its 
Northern  Telecom  ISDN 
system  with  its  tele- 
phone company's  to 
provide  instant  caller  I.D. 
and  high-speed  fax 
communications  be- 
tween office  sites  in 
North  Carolina. 


A  Florida  real  estate  developer 

and  the  local  phone  company  are 
working  with  Northern  Telecom 
to  offer  America's  first  home  ISDN 
service  over  optical  fiber 


Obx  ioush;  the  car  eating  up 
the  road  abox  e  is  no  >  )rdinar\' 
Subaru.  In  tact,  it's  a  cir  designed 
to  be  like  no  otlier  car. 

It's  the  new  Subaru  Legac"\'.'" 
The  largest,  most  powerfiil  Subani 
ever  built. 

And  if  vou  can  look  bc\  ond 
its  gracefiilh'  sculptured  bod\' 
design,  x'ou'll  find  a  w  ealth  of 

©Subaru  of  America.  Inc.  1989.  "Suggested  retail  price. 


engineering  marx  els.  Perhaps  none 
more  impressi\  e  than  its  16-\  al\  c 
horizontall\'  opposed  aluminum 
engine.  Ai'i  engine  created  for 
maximum  acceleration  and  pow  er. 
W'ltli  minimum  \  ibration  and 
noise.  Ai^  engine  so  rare  its  design 
can  onl\-  be  found  on  tw  o  other 
cars:  Ferrari  Testarossa  and 
Porsche  91 1. 

Does  not  include  dealer  preparation,  inland  transportation,  taxes. 


Of  course,  w  hat  good  is  trt 
mendous  pow  er  w  ithout  the  ab 
to  properh'  control  it.  According 
the  Legaa-  boasts  such  strong 
suits  as  a  maximum  stabilit\'  sus 
pension  s\'stem,  electronic  auto- 
matic transmission  for  maximur 
etficiena;  and  standard  4-w'heel 
disc  brakes. 

Furthermore,  \'ou  can  pur- 

license  and  state  or  title  fees.  Dealer's  actual  price  nur, 


'''m\ 
"k 


asc  a  Legacy  with  road 
iding  front  wheel  drive  or 
-  w  orld's  most  advanced 
nputerized  full  time  four  wheel 
\'e  system.  For  the  ultimate  in 
rtion  control. 

As  exhilarating  as  the  Legac\' 
)n  the  road,  it's  equally  impres- 
c  from  within.  Fact  is,  the 
gacy  takes  all  those  cars  that 


claim  to  be  "space  vehicles"  to 
task.  It  not  only  prox  ides  more 
interior  and  trunk  room  than  e\  er, 
it  prox'ides  it  in  a  remarkabh'  luxu- 
rious setting. 

And  starting  at  about 
$12,500,*  the  Lcgac}'  pro\'es  there 
is  also  strength  in  numbers.  Rather 
reasonable  ones  at  that. 

Finally,  die  Legaq'  continues 


in  the  Subaru  tradition  of  reliable, 
durable  cars.  Which  means  it's  one 
new  car  that  will  help  you  avoid 
buying  sometliing  else  that  comes  in 
a  new  maximum  strength:  aspirins. 

Subam  Legacy 

Rom  About  $12,500 


Until  NowThere 
Were  Good  Reason 
ToCallThem 
Briefcases. 


Because  most  briefcases 
that  look  and  work  great  at  fbst. 
stay  that  way  for  just  a  "Mef 
amount  of  time. 

And  cases  that  were  sturdy 
and  tough  weren't  exactly  great 
looking.  Until  now. 

Introducing  the  Samsonite" 
Classic.  Proof  that  a  Mefcase 
can  be  both  durable  and  attract- 
ive. And,  briefly  here  are  some 
reasons  why. 

Our  cover  and  detailing. 
A  briefcase  shouldn't  have  to 
look  like  a  tool  tox  just  to 
stand  up  to  wear  and  tear.  So 
we  took  a  beautifully  crafted 
covering,  and  wrapped  it 
around  our  iron-tough  case. 
And  areas  that  get  knocked 
around  the  most,  like  the 
comers  and  edges,  are  made 
from  a  sturdy  yet  stylish  material  that  wf)nt  become  frayed. 
The  result  is  a  briefcase  you'll  be  proud  to  earn-  that  can  take 

a  beating  for  a  long,  long  time. 
Recessed  latches.  Watching 
the  contents  of  your  briefcase 
fall  dowTi  an  escalator  isn't 
exactly  a  great  way  to  start  a 
day  That's  why  our  latches 
are  recessed,  making  it  hard 
I'H  'd  '^^  ~-v  *  '  ^4- W  '  for  the  case  to  pop  open  or 
1 1.'^'^  V.^       -  V  A  '\  I  have  the  latches  knocked  off. 
You'll  also  have  a  special  locking  system.  And,  our  exclu- 
sive patented  right-side-up  feature  keeps  you  from  opening 
your  case  upside  down. 


Our  full-length  hinge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
our  case  a  single  long  one  to 
make  it  sturdier  The  hinge 
mns  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  look  at  the  Classic'  and  other  Samsorute  brief- 
cases at  your  nearest  luggage  dealer.  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agree  that  sturdiness 
and  st\ie  can  be  easilv  combined. 


C 


0  Samsonite' 


J 


Our  Strengths  .Are  Legendar>: 
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THE  DEBT  PLAN  BRADY  FLOATED 
IS  STILL,  WELL,  FLOATING  


c 


hen  Treasury  Secretary  Nicholas  F.  Brady  offered  a 
new  approach  to  easing  the  Latin  American  debt 
crisis,  creditors  and  debtors  both  applauded.  The 
new  Administration  had  finally  faced  the  futility  of  former 
Treasury  chief  James  A.  Baker  Ill's  strategy,  which  rejected 
the  notion  of  large-scale  debt  forgiveness. 

Seven  weeks  later,  however,  the  cheers  have  died,  replaced 
by  growing  skepticism.  To  whittle  down  the  $350  billion  moun- 
tain of  Latin  debt,  Brady  called  on  banks  to  forgive  some  loans 
in  exchange  for  binding  guarantees  that  the  rest 
of  the  money  will  be  repaid.  Japan  will  supply 
$4.5  billion  to  bolster  International  Monetary 
Fund  and  World  Bank  assistance. 

But  progress  has  been  slow,  hampered  by  Trea- 
sury's failure  to  fill  in  the  details.  Brady  aides  say 
they've  been  vague  because  the  U.  S.  can't  im- 
pose a  plan  on  banks,  debtors,  and  creditor  na- 
tions. And  the  funds  to  back  debt  reduction  will 
be  channeled  through  the  IMF  and  World  Bank, 
whose  bureaucracies  will  have  to  write  new  rules. 
THE  OTHER  GUY'S  COURT.'  Furthermore,  Treasury 
is  counting  on  debtors  and  creditors  to  work  out 
the  fine  points  as  they  go.  Treasury  Under  Secre- 
tary-designate David  C.  Mulford  rejects  the  no- 
tion that  Treasury  should  "manage  the  relations 
between  countries  and  banks  for  the  next  30 
years."  Says  Mulford:  "We  want  to  let  the  market  function." 

Mexico  is  the  plan's  first  test.  The  IMF  will  advance  Mexico 
$3.64  billion,  including  more  than  $1  billion  available  for  inter- 
est and  principal  reductions  on  old  debt.  But  the  talks  are 
stalled  by  uncertainty  over  just  what  deals  will  pass  muster  in 
Washington.  As  the  parties  jostle,  says  one  U.  S.  banker,  "ev- 
erybody's trying  to  push  the  ball  into  the  other  guy's  court." 

There's  always  a  way  to  meet  Mexico's  needs.  American 
interest  in  the  political  and  economic  stability  of  its  southern 
neighbor  has  always  made  Mexico  a  special  case.  And  the 
2ountry  is  a  model  debtor,  especially  since  President  Carlos 
Salinas  de  Gortari  stepped  up  the  pace  of  economic  reform. 


Elsewhere,  borrowers  and  lenders  alike  wonder  just  how 
much  the  Brady  plan  offers  them.  Debtors'  expectations  for 
relief  far  exceed  the  limited  cash  available. 

Like  Baker  before  him,  Brady  makes  aid  conditional  on 
economic  reforms,  and  debtor  nations  question  how  far  Wash- 
ington will  make  them  go  to  curb  public  spending  and  free  up 
markets.  Given  the  checkered  histories  of  such  major  borrow- 
ers as  Argentina  and  Brazil,  Treasury  and  the  IMF  may  have  to 
swallow  hard  before  rewarding  them  with  debt  reduction. 

"There  have  been  more  nonperformers  than  per- 
formers," says  Richard  E.  Feinberg,  vice-presi- 
dent of  the  Overseas  Development  Council.  "Does 
Treasury  mean  to  say  that  the  majority  of  coun- 
tries won't  get  debt  reduction?" 

Bankers  have  many  questions,  too.  "The  pri- 
vate banks  have  not  yet  been  brought  into  the 
picture — yet  the  onus  is  on  the  banks  to  make  the 
plan  work,"  says  one  debtor's  top  negotiator. 
Banks  aren't  sure  just  how  much  debt  they  are 
expected  to  forgive — or  how  regulators  will  treat 
them.  The  Securities  &  Exchange  Commission  is 
mulling  accounting  rules  that  would  reduce  the 
impact  on  bank  balance  sheets.  But  even  if  regu- 
lators let  them  off  the  hook,  the  banks  are  dubi- 
ous about  resuming  lending  to  Latin  nations  at 
the  same  time  that  they  are  tearing  up  old  lOUs. 
And  without  new  credit,  developing  nations'  economies  can't 
grow. 

Brady  gets  credit  for  getting  U.  S.  policy  off  dead  center — 
and  for  making  a  virtue  of  necessity  by  hitting  up  the  Japa- 
nese. "Without  the  Brady  plan,  we  can't  do  anything,"  says 
Yoh  Kurosawa,  deputy  president  of  the  Industrial  Bank  of 
Japan  Ltd.  The  proposal  is  the  first  attempt  to  combine  Ameri- 
ca's cashless  leadership  with  Japan's  leaderless  cash.  The  Jap- 
anese have  done  their  share.  Now,  however,  the  Allies  are 
waiting  for  America  to  provide  bolder  direction. 

By  Mike  McNamee,  icith  Willinm  Glasgall  in  New  York  and 
Amy  Borrus  in  Tokyo 


CAPITAL  WRAPUP I 


lOBBYING 


This  looked  like  the  year  that  a 
broad  coalition  of  banks,  securities 
firms,  insurance  companies,  accoun- 
tants, and  unions  would  succeed  in  par- 
ing back  the  Racketeer-Influenced  & 
Corrupt  Organizations  Act.  After  all, 
Chairman  Peter  W.  Rodino  Jr.  (D- 
N.  J.),  who  had  kept  RICO  reform  bot- 
tled up  in  his  House  Judiciary  Commit- 
tee, had  finally  retired.  But  opposition 
to  changing  the  law — particularly  to 
repealing  the  provision  that  allows  tri- 
ple damages  in  Rico  suits — has  stiff- 
ened. The  consumer  groups  fighting 
major  revision  have  now  been  joined  by 
state  attorneys  general  and  securities 


and  insurance  regulators,  as  well  as 
the  Federal  Home  Loan  Bank  Board. 
With  new  Judiciary  Chairman  Jack 
Brooks  (D-Tex.)  lukewarm  on  the  over- 
haul, RICO  may  survive  unchanged. 

FOREIGN  AHAIRS  

Senate  Democrats,  annoyed  at 
Bush's  go-slow  approach  to  chang- 
ing U.  S.-Soviet  relations,  are  moving 
into  the  void.  Foreign  Relations  Com- 
mittee Chairman  Claiborne  Pell  (D- 
R.  I.)  plans  to  take  his  whole  panel  to 
Moscow  in  June.  And  Chairman  Sam 
Nunn  (D-Ga.)  is  expanding  the  Armed 
Services  Committee's  foreign  policy 
franchise  by  hiring  Richard  Combs,  a 
former  top  U.  S.  diplomat  in  Moscow. 


CONGRESS 


The  House  may  break  with  a  long- 
standing tradition  under  which 
Congress  exempts  itself  from  the  em- 
ployment policies  it  imposes  on  the  pri- 
vate sector  and  the  executive  branch. 
A  bill  drafted  by  the  Administration 
Committee  would  give  House  employ- 
ees up  to  26  weeks  of  unpaid  leave  to 
care  for  newborn  children  or  sick  rela- 
tives. That's  a  lot  more  generous  than 
the  15  weeks  of  leave  required  of  pri- 
vate employers  in  legislation  being 
pushed  by  Democrats  over  strong  Ad- 
ministration opposition.  The  bill  cover- 
ing Congress  may  pass  the  House  but 
the  outlook  in  the  Senate  is  uncertain. 


\SHINGTON  OUTl  OOK 
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WE  HEIP  A  HEAVI 
STICK  TO  THEIR 


Every  day;  the  primary  division 
of  Alumax  Inc.  ships  over  four 
million  pounds  of  aluminum 
woridwide.  Ingots.  Slabs.  Billets. 

Now  that's  heavy  metal. 

And  how  does  America's  third 
largest  aluminum  producer  meet 
its  demanding  schedules?  With 
computer  systems  from  Prime. 


We  gave  Alumax  the  capacity  ipoletf 

reorganize  and  track  primary  pre  :3oiiw 
tion.  Coordinate  shipping  and  im  BlVasii 
Control  volume.  Monitor  invent  -ntliaj 
So  the  right  materials  show  up  v, 
and  where  they're  supposed  to.  f  l^iim, 
Alumax  performs  with  less  invei  i:.:iiicc 
and  saves  money  because  things  linjn 
smoother.  ic|eti 


METAL  GROUP 

XMEDULE. 

I  also  let  headauarters  in  California  share 
i  nation  with  plants  in  South  Carolina,  Mary- 
1  and  Washington.  And  we  keep  everyone  up- 
tj  te  with  a  flexible  financial  reporting  system. 
,11 Alumax  made  a  big  dent  in  the  market 
'ii  sales  of  more  than  $2.2  billion.  That  success  is 
r|  )f  our  success.  Pnme  is  a  Fortune  500  com- 
(|  with  annual  revenues  of  over  $1.5  billion. 
"  'ou'd  lil<e  to  l<now  how  Prime  can  help  you  get 


your  act  together,  caU  1-800-343-2540  (In 
Canada,  1-800-268-4700). 
Prime.  Because  performance  is  everything. 

Prime 

Prime  Computer,  Inc. 

Pnme  and  die  Johnson  &  Johnson  Family  of  Companies  are 
proud  co-sponsors  of  die  PBS  senes  NOVA. 
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CHINA  I 


CHINA'S  NEXT  GREAT  LEAP 
COULD  BE  BACKWARD 


As  Deng  flounders,  party  conservatives  and  reformers  are  battling  for  power 


O! 


ppose  Dictatorship!  Long  Live 
(Democracy!"  yelled  tens  of 
thousands  of  rain-soaked, 
scruffy  Beijing  University  students  as 
they  poured  down  Changan  Avenue  into 
Tiananmen  Square.  But  the  most  impor- 
tant struggle  was  taking  place  behind 
closed  doors.  China's  leadership  is  locked 
deep  in  crisis. 

Only  two  weeks  before  paramount 
leader  Deng  Xiao- 
ping is  scheduled  to 
host  Soviet  leader 
Mikhail  S.  Gorba- 
chev in  a  historic 
rapprochement,  the 
evidence  is  mount- 
ing that  84-year-old 
Deng  is  losing  his 
grip  on  power.  That 
is  deepening  a  suc- 
cession struggle  be- 
tween Deng's  hand- 
picked  successor, 
Communist  Party 
leader  Zhao  Ziyang, 
and  Prime  Minister 
Li  Peng,  who  is 
backed  by  conserva- 
tive party  elders. 

LAST    HURRAH.  At 

Stake  is  whether  Chi- 
na continues  down 
the  path  toward 
Deng-style  reform 
and  modernization  or 
reverts  to  central- 
ized, authoritarian 
control.  Zhao  stands 
for  rapidly  opening 
up  China's  economy 
and  political  system; 
Li  wants  to  rely 
more  on  central  plan- 
ning, which  could  severely  impinge  on 
China's  fast-growing  coastal  provinces, 
such  as  Guangdong  and  Fujian. 

No  one  knows  now  which  way  the 
countrj'  will  tilt.  The  Chinese  leadership 
is  sure  to  maintain  the  appearance  of 
unity  for  the  Gorbachev  visit  beginning 
May  15,  but  it  could  turn  out  to  be 
Deng's  last  hurrah.  His  absence  from 
key  meetings  and  his  silence  seem  to 
indicate  a  diminished  ability  to  govern. 


The  succession  struggle  could  climax  as 
the  party's  Central  Committee  prepares 
for  a  long-delayed  plenum  meeting  in 
late  May  or  early  June.  Conservatives, 
led  by  Li,  may  try  to  oust  Zhao  from 
office  at  the  coming  plenum.  But  Li  also 
seems  weak,  because  he  hasn't  respond- 
ed to  the  student  challenge.  That,  how- 
ever, may  now  be  changing.  On  Apr.  25, 
the  party's  Politburo  held  an  urgent 


meeting  to  discuss  a  possible  crackdown 
on  the  unrest. 

The  leadership's  worst  fear  is  that  the 
students  might  draw  the  support  of  tens 
of  millions  of  workers.  If  that  were  to 
happen,  the  government  would  face  a 
decision  to  repress  strikes  with  troops  or 
give  workers  more  economic  benefits, 
risking  extreme  inflation. 

Foreign  investors  both  in  and  out  of 
China  could  also  get  caught  up  in  the 


melee.  Athough  most  foreign  venture 
have  government  guarantees,  they  coul 
be  affected  if  their  Chinese  partners  an 
squeezed  for  raw  materials  or  currencj 
Those  operating  out  of  Hong  Kor 
might  also  feel  a  backlash.  The  Britii 
colony  will  revert  to  Chinese  control 
1997,  and  Deng's  reformers  have  pror 
ised  to  guarantee  its  future  as  a  capit 
ist  enclave.  But  conservatives  miglj 
think  otherwise  av. 
want  a  far  tight 
grip  on  the  prospe| 
ous  city. 

GRIEVANCES.  TY 

students  want 
sorts  of  reformi 
Their  immediate  re| 
son  for  demonstra 
ing  was  to  force 
reappraisal  of  tl" 
disgraced  reforl 
leader  Hu  YaobanJ 
who  died  on  Apr.  ij 
Hu  tried  to  loos^ 
party  controls  in 
vor  of  more  deml 
cratic  socialism  bi 
was  forced  to  resig 
in  1987.  His  deal 
erased    the  hot 


among  some  stj 
dents  that  Hu  migj 
stage  a  comebac 
and  put  China  on  I 
solidly  reformij 
course.  The  studeni 
also  are  demandi 
details  of  the  Gil 
nese  leadership's  pj 
vate  financial  desf 
mgs,  a  freer  pres 
and  more  money  fl 
education.  In  effeJ 
they  are  challenging  the  very  authori| 
of  the  Communist  Party. 

Although  less  than  l'/<  of  the  popu]| 
tion,  students  are  highly  influential 
Chinese  politics,  especially  at  timi 
when  leadership  corruption  becomes  M 
issue.  Some  street  sloganeers,  for  exaif 
pie,  shouted:  "Let  Tzu  Hsi  retire!"— I 
daring  comparison  of  Deng  with  the  Eij 
press  Dowager  Tzu  Hsi,  a  corrupt  sj 
bol  of  China's  last  imperial  dynasty. 
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DRAMATIC  DEPARTURE:  MURDERERS  AMONG  US  IS  A  U.S.-BRITISH-HUNGARIAN  CO-PRODUCTION 


HOW  DO  YOU  SAY 
THIRTY50METHING  IN  FLEMISH? 


The  transition  to  truly  global  television  won't  happen  easily 


I    Deng's  reforms  have  floundered  in  the 
I  past  four  years  for  lack  of  political  will 
and  his  inability  to  control  the  money 
I  supply  and  prices.  Prices  have  been  fro- 
zen, and  changes  in  the  economic  struc- 
ture have  not  been  thorough  enough  to 
I  sustain  earlier  gains,  when  China  was 
j  growing  at  a  rate  of  11%  annually.  One 
I  result  has  been  chronic  energy  and  ma- 
;  terial  shortages. 

j    Grain  production,  beset  by  inflated 
I  seed,  fertilizer,  and  equipment  prices,  as 
A'ell  as  corrupt  middlemen,  was  down  in 
1988 — the  fourth  disappointing  year  in  a 
row.  More  than  2.5  million  people 
looded  into  affluent  Guangdong  Prov- 
nce,  next  to  Hong  Kong,  earlier  this 
/ear,  in  scenes  reminiscent  of  the  food 
irises  of  imperial  times.  "I'm  not  an 
ilarmist,  but  this  could  be  a  source  of 
Tiajor  unrest,"  says  Byron  Weng,  a  po- 
itical  science  lecturer  at  the  Chinese 
Jniversity  of  Hong  Kong, 
i  MILLIONAIRE  CADRES.'  Also  putting  pres- 
j  lure  on  jobs,  land,  and  food  is  unremit- 
1  ing  growth  in  China's  population,  which 
lit  1.1  billion  a  few  weeks  ago.  Inflation 
las  reached  levels  not  seen  since  before 
he  1949  Communist  takeover  and  far 
^  !xceeds  the  admitted  level  of  around 
10%.  Even  the  wage  benefits  of  Deng's 
lecade  of  double-digit  annual  growth 
,  ire  gone,  eaten  away  by  inflation  and 
r  )ervasive  corruption. 
;    In  this  environment,  Deng's  slogan, 
;  'To  Get  Rich  Is  Glorious,"  has  soured 
.  or  the  ordinary  man  watching  his  party 
,  tosses  enrich  themselves  and  become 
\  vhat  the  students  call  "millionaire  cad- 
,  es."  Deng's  son,  Deng  Pufang,  was  re- 
.  ently  exposed  for  dicey  business  prac- 
,  ices.  Zhao's  son  operates  a  profitable 
msiness  on  the  southern  Chinese  bor- 
.  ler.  State  factory  bosses  run  private  op- 
,  rations  on  the  side.  Kindergarten  ad- 
:  (linistrators    demand    bribes  from 
J  larents.  "The  crisis  is  the  authority  of 
,  he  state  and  the  unwillingness  of  soci- 
.;  ty  to  accept  what  the  state  says,"  says 
I  loderick  MacFarquhar,  director  of  the 
,  'airbank  Center  for  East  Asian  Re- 
.,  earch  at  Harvard  University. 

If  the  students  can  spread  their  disaf- 
\]  action  to  millions  of  urban  workers,  it 
rj  /ould  be  a  crippling  blow  to  a  party  that 
laims  its  legitimacy  comes  from  "the 
roletariat."  The  students  are  trying  to 
'(  0  just  that  by  fanning  out  to  factories 
(■  0  recruit  workers  and  passing  out  pam- 
p  hlets  to  commuters.  Beijing  city  gov- 
mment  ordered  all  factories  not  to  al- 
j>  )w  workers  to  strike  in  sympathy  with 
3  Ke  students,  and  more  than  10,000 
roops  have  been  transferred  to  the  capi- 
jj  il  in  preparation  for  a  crackdown.  That 
n  love  could  come  when  the  students  hold 
,j   May  4  rally.  But  even  if  the  student 
■A  rotests  are  stamped  out,  the  underlying 
t5  risis  can  only  deepen. 
1  By  Dinah  Lee  in  Hong  Kong 
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The  scenes  in  Cannes,  France, 
ranged  from  the  sublime  to  the  ri- 
diculous. There,  among  the  palm 
trees  that  shade  the  seaside  resort's 
famous  promenade,  were  huge  posters 
promoting  American  television  produc- 
tions from  rodeos  to  Barbie  Doll  car- 
toons. The  display  wasn't  meant  to  im- 
press the  chic  vacationers.  It  was  for  the 
thousands  of  international  TV  program- 
mers and  producers  who  descend  on 
Cannes  each  year  to  buy  and  sell  shows. 

American  producers  anticipated  that 
this  year's  meeting,  which  began  on 
Apr.  21,  would  be  particularly  lucrative: 
Several  new  commercial  TV  channels  are 
opening  in  Europe,  and  they  desperately 
need  material  to  fill  their  airtime.  The 
expectations  were  fulfilled — there  was 
an  abundance  of  deals  for  hot  American 
programs.  But  there  also  were  words  of 
warning.  American  producers,  networks, 
and  distributors  are  learning  that  the 
road  to  globalization  has  potholes. 

One  of  the  more  immediate  concerns 
is  that  the  hot  demand  for  Hollywood 
programs  could  fizzle  if  some  of  the  new 
program  services  fail.  In  Britain,  for  ex- 
ample, few  see  a  sufficient  market  to 
support  both  Rupert  Murdoch's  Sky 
Television  and  a  proposed  competitor, 
British  Satellite  Broadcasting.  BSB  still 
must  raise  some  $600  million  before  its 
fall  launch. 

What's  more,  European  governments 
want  to  be  sure  that  the  friendly  Ameri- 
can embrace  doesn't  become  a  suffocat- 


ing bear  hug:  Quotas  on  non-European 
programs  are  due  to  go  into  effect. 
Some  producers  are  forming  Euro-Amer- 
ican alliances  to  get  around  the  quotas. 
But  the  partners  often  find  it  difficult  to 
resolve  differences  in  language,  culture, 
and  egos.  "Things  are  terrific  for  us, 
right  now,"  says  Michael  J.  Solomon, 
president  of  Warner  Brothers  Interna- 
tional. "But  it's  not  heaven  forever.  I 
would  hate  to  project  five  years  out." 
LOSING  SHARE.  Americans  will  keep 
plugging  away  in  Europe,  though,  be- 
cause producers  need  new  audiences.  As 
the  Big  Three  networks  lose  market 
share  to  cable  and  independent  stations, 
they  want  to  cut  their  costs  for  movies 
and  TV  series.  That  has  sent  producers 
scrambling  to  find  additional  buyers. 
"We  always  used  to  look  at  the  foreign 
market  for  incremental  sales,"  says 
Henry  S.  Schleiff,  senior  vice-president 
of  Viacom  Inc.  "Now,  it's  that  market 
which  allows  you  to  produce  for  the 
U.  S."  Viacom  is  already  selling  MTV  in 
Europe  and  plans  to  take  its  children's 
channel,  Nickelodeon,  overseas. 

European  producers  have  their  own 
reasons  for  teaming  up  with  the  Yanks. 
American  movies  and  TV  shows  are  still 
the  only  ones  that  regularly  appeal  to 
viewers  everywhere.  The  hopes  for  cre- 
ating a  "pan-European"  product  that 
sells  across  borders  is  regarded  as  fanci- 
ful. A  growing  number  of  European  pro- 
grammers realize  that  they'll  only  suc- 
ceed in  the  world  market  once  they  learn 
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Histoiy  is  fiill 
ofajantswho 
couldn't  adapt 

In  the  history  of  telecommunications 
AT&T  has  long  been  the  giant.  But  recently  the 
environment  has  changed.  As  a  result  of  today's 
open  marketplace,  for  the  first  time,  the  giant  is 
facing  real  competition. 

We're  ITI,  and  we're  among  the  fastest 
growing  companies  in  tlie  telecommunications 
industry.  In  the  past,  when  only  one  company 
could  provide  long  distance  operator  services, 
you  received  whatever  they  chose  to  provide. 

Now,  ITI  offers  you  a  whole  new  world  of 
innovative  operator  services,  while  the  giant 
continues  to  lumber  along. 

Unlike  the  giant,  we  can  respond  to  your 
special  needs  quickly  and  efficiently.  That 
means  when  you  need  multilingual  operators, 
we  have  them  now.  When  you  need  message 
forwarding,  we  offer  it  now.  We  listen.  And  we 
are  committed  to  keep  listening. 

So  whenever  you  choose  an  operator 
services  company,  remember:  size  isn't 
everything.  In  the  end,  it's  the  smarter,  quicker 

guy  that  prevails.  That's  how  evolution  works.   .  _____  __ 

S  A  i  Welisterf. 

INTERNATIONAL  TELECHARGE,  INC. 


nternational  Business 


what  works  in  America.  "Instead  of 
looking  to  make  literature  on  TV,  we 
ought  to  try  to  find  some  good  'B'  series 
and  spaghetti  westerns,"  says  Carlo 
Freccero,  who  has  worked  as  a  program- 
mer in  French  and  Italian  television. 
OCCASIONAL  WINNERS.  For  all  the  talk  at 
Cannes  about  joint  ventures,  it's  diflScult 
to  find  properties  that  appeal  to  audi- 
ences on  both  sides  of  the  Atlantic.  Eu- 
ropeans have  long  enjoyed  American 
game  shows,  soap  operas,  and  thrillers, 
but  Americans  will  only  tolerate  sprin- 
klings of  foreign  flavor  in  their  T\'  fare. 
The  occasional  winners  tend  to  involve 
major  historical  events  and  feature  well- 
known  actors.  CBS  Inc.,  for  example, 
wouldn't  join  Britain's  Thames  Televi- 
sion PLC  to  fund  the  miniseries  Jack  the 
Ripper  unless  earlier  shooting  was 
scrapped,  and  a  big  star — in  this  case. 


Michael  Caine — was  cast  for  the  lead. 

Several  producers  are  plowing  ahead, 
however.  One  of  the  more  ambitious 
joint  efforts  is  for  a  production  of  Mur- 
derers Among  Us:  The  Simon  Wie- 
senthal  Story,  featuring  British  actor 
Ben  Kingsley.  The  $8  million  movie  is 
being  funded  on  the  U.  S.  side  by  Home 
Box  Office  Inc.  and  Citadel  Entertain- 
ment, and  overseas  by  Britain's  TVS 
Films  and  Hungarian  Television. 

Although  the  Big  Three  television  net- 
works shy  away  from  shows  with  an 
obvious  foreign  touch,  they're  eager  to 
establish  their  own  business  footholds 
overseas.  abc-TV  has  taken  a  stake  in 
West  German  broadcaster  Telemiinchen 
and  hopes  to  pick  up  holdings  in  three 
more  producers  this  year.  XBC  Inc.  has 
made  a  substantial  investment  in  an 
Australian  programming  company,  Qin- 


tex  Entertainment.  The  network  has  alst 
designated  Australia's  Network  7  an( 
New  Zealand's  TV  3  as  its  first  oversea 
affiliates.  CBS,  meanwhile,  is  acquirinj 
distribution  rights  in  markets  outside 
the  U.  S.  and  Europe  for  programs  mad< 
by  a  fledgling,  seven-country  European 
■production  company.  Among  the  show 
CBS  will  handle  is  The  Manageress,  ; 
storj'  about  a  woman  manager  of  a  Bril 
ish  soccer  team,  and  a  police  serie/ 
called — appropriately — Eu  rocops.  1/ 
Developing  a  production  company  tha;- 
is  truly  stateless  and  able  to  sell  iti 
scripts  around  the  world  may  be  an  injj 
possible  dream.  For  many  of  the  Amer 
cans  and  Europeans  who  met  in  Cannes 
however,  the  prospect  of  earning  hug 
profits  makes  the  dream  too  tempting  t 
abandon  just  yet. 

By  Richard  A.  Melcher  in  Canm 


JAPAN  I 


MOTOROLA  IS  POUNDING 
ON  JAPAN'S  'OPEN  DOOR' 


It's  charging  protectionism — and  may  get  the  U.S.  to  impose  new  tariffs 


When  Motorola  Inc.  unveiled  the 
world's  smallest  portable  tele- 
phone in  Tokyo  on  Apr.  26 
(page  114),  the  Japanese  crowd  couldn't 
miss  the  irony.  "Now  you  can  talk  to 
anybody,  at  anytime,  anywhere,"  de- 
clared Nippon  Motorola  Chairman  To- 
shiaki  Irie.  Just  about  anywhere  but  To- 
kyo, that  is.  Under  Japanese  regulations. 
Motorola  may  not  sell  its  por- 
table phones  for  use  in  the 
capital  or  the  city  of  Nagoya. 
And  they  account  for  607'  of 
Japan's  ST20  million  cellular 
phone  market. 

Motorola  contends  that  Jap- 
anese protectionism  has 
blocked  its  path  into  Japan's 
booming  cellular  phone  busi- 
ness, a  complaint  that  could 
become  a  test  case  in  U.  S.- 
Japanese telecommunications 
trade.  It  has  pleaded  its  case 
with  U.  S.  Trade  Representa- 
tive Carla  A.  Hills,  who  must 
decide  in  May  whether  trade 
practices  by  Japan  and  other 
countries  warrant  retaliation  under  1988 
trade  laws.  If  Hills  says  Motorola's  com- 
plaint is  justified,  the  U.  S.  could  slap 
tariffs  of  up  to  1007  on  imported  Japa- 
nese cellular  phones. 
GUARDED  TALK.  Motorola's  complaint  il- 
lustrates the  twists  and  turns  that  a  for- 
eign company  faces  as  it  expands  in  Ja- 
pan. Back  in  1985,  Japan  moved  to  end 


the  monopoly  held  by  Nippon  Telegraph 
&  Telephone  Corp.  The  postal  ministry, 
which  regulates  the  phone  industry,  set 
aside  a  10  megahertz  slice  of  airwave 
bandwidth  for  newcomers  to  the  cellular 
phone  business.  After  years  of  building 
phones  to  XTT's  specifications.  Motorola 
teamed  up  with  a  new  company,  Daini 
Denden  Inc.,  for  a  major  push.  Motorola 


would  sell  its  cellular  phones  to  DDI, 
which  would  lease  them  to  customers. 

But  then  the  ministry-  changed  sig- 
nals. Instead  of  opening  all  of  Japan  to 
Motorola,  it  split  the  country-  in  half. 
Motorola  got  the  western  part,  while  the 
lush  Tokyo-Nagoya  market  went  to  Ja- 
pan Mobile  Communications,  which  is 
controlled  bv  Tovota  Motor  Co.  When 


Motorola  protested,  Japan  compromisec 
Motorola  could  attach  adapters  to  it 
phones  so  they  could  be  used  in  Toky 
But  the  adapters  only  work  on  ca ! 
phones,  while  907  of  the  customers  us 
portable  phones  on  the  train. 

Now,  Motorola  claims  that  Japan  i ' 
violating  a  1986  U.  S.-Japan  trade  pac 
on  telecommunications.  The  pact  guarai 
tees  "mutually  advantageous  marketin 
opportunities."  Instead,  Motorola  ai 
gues,  it  is  effectively  locked  out  of  bo' 
the  cellular  phone  and  tv/o-way  ra 
business  in  Tokyo.  The  company  wan' 
the  ministry  to  open  up  new  bandwid 
so  its  customers  traveling  to  Tokyo  c; 
use  their  phones  without  adapters.  Bi] 
postal  officials  say  the  airwaves  are  ti 
crowded.  "Opening  up  new  frequenci 
in  Tokyo  is  tantamount  to 
censing  a  whole  new  comp; 
iiy,"  protests  Kazuyuki  Aoki, 
postal  ministry  director. 
LONG  WAIT.  With  the  U.  ^ 
close  to  imposing  trade  san^ 
tions,  Japan  is  scrambling 
head  them  off.  It  has  offer 
to  include  U.  S.  companies 
projects  for  the  next  gener; 
tion  of  radio  communication 
And  in  switching  to  the  ne 
digital  system,  Japan  w 
adopt  international  standard 
giving  all  companies  an  equ 
crack  at  the  cellular  market. 

But  these  products  a 
years  away.  Meanwhile,  M 
torola  claims  that  it  could  miss  mo 
than  S2  billion  of  phone  and  two-w 
radio  sales  in  Japan  over  the  next  ] 
years.  If  Japan  doesn't  relax  its  grip  c 
the  airwaves.  Motorola  is  likely  to  inte 
sify  its  pressure  on  the  U.  S.  to  act  m\ 
By  \'eil  Gross  in  Tokyo,  with  Lois  The 
rien  in  Chicago  and  Paul  Magniisson  \ 
Washington 
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Not  a  common  garden  variety. 


The  surface  of  Schott  s 
laboratory  glassware 
is  just  as  smooth  and 
acid-resistant  as  the 
inside  of  the  pitcher 
plant^ 


Life  is  tough  for  plants  in  Borneo. 
The  tropical  rain  forest  provides 
them  with  little  nourishment.  They 
can  supplement  their  diet  with 
insects,  but  how  can  they  stalk  their 
prey  when  they're  rooted  to  the 
spot? 

 Nature  has  come  up  with  the 

solution.  These  normally  green  plants 
have  developed  colorful  pitcher- 
shaped  leaves.  Many  insects  can't 
resist  them,  but  as  soon  as  one 
lands  on  the  edge,  it  slides  down 
into  the  acid  secretion  at  the  bottom. 
This  acid  is  strong  enough  to  digest 
the  bug,  but  doesn't  damage  the 
plant  itself. 

 Schott's  "Duran"  laboratory 

beaker  has  more  than  looks  in  com- 
mon with  the  pitcher  plant.  Ittoo  has 
a  non-porous,  ultra-smooth  surface. 
Even  minute  particles  will  not  adhere 
to  this  special  glass.  And  corrosive 
chemicals  have  no  effect  on  it. 

 The  beaker  is  just  one  of  1 400 

items  in  Schott's  "Duran"  laboratory 
glassware  line.  This  special  glass 
offers  a  distinct  advantage  for  labo- 
ratories and  the  chemical  and  phar- 
maceutical industries.  Especially 
when  manufacturing  products  of 
the  highest  purity.  Or  producing 
corrosive  fluids. 

 Schott  worldwide:  50,000 

products,  40  production  facilities, 
represented  in  morethanlOO coun- 
tries, with  $1  billion  in  sales. 

 Schott  USA;  8  companies 

employing  more  than  1200  people. 

 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  B 1 3 
3  Odell  Plaza,  Yonkers,  NY  10701. 

n  SCHOTT 

Nobody  knows  more  about  glass. 


L 


AT  YOUR  SERVICE, 
WORLDWIDE 

When  flving  to  vour  destination,  use  the  Diners  Club"  Card,  the  Card  to 
choose  for  transportation,  dining  and  hotel  accommodations  around  the  ; 
world.  Experience  the  level  of  service  you  ve  come  to  expect  at  these  and 
other  airlines  which  welcome  the  Diners  Club  Card: 

Aer  Lingus  Japan  Air  Lines  Thai  Airways  International 


nternational  Outloo 


EDITED  BY  JOHN  PEARSON 


IS  BUSH  IDSING  THE  STRUGGLE  FOR 
EUROPE'S  HEARTS  AND  MINDS? 


ikhail  S.  Gorbachev's  campaign  to  persuade  West  Eu- 
ropeans of  Moscow's  peaceful  intent  is  rapidly  dispel- 
iling  the  deep  fear  of  Russia  that  has  held  NATO 
together.  His  success,  especially  in  West  Germany,  threatens 
to  erode  U.  S.  leadership  of  the  alliance  and  cast  President 
Bush  in  the  role  of  foot-dragger,  rather  than  orchestrator,  of  a 
growing  East-West  detente. 

Bush  had  hoped  to  capture  the  political  initiative  from  Gor- 
bachev by  emphasizing  shared  Western  values,  such  as  democ- 
racy and  market  freedom,  rather  than  focusing 
narrowly  on  arms  and  security  at  NATO's  40th 
anniversary  meeting  in  Brussels  in  late  May.  But 
West  German  Chancellor  Helmut  Kohl  has  upset 
that  scenario  by  suddenly  calling  for  urgent  talks 
ivith  the  Soviets  to  thin  out  short-range  nuclear 
Tiissiles  in  Central  Europe.  Kohl  sent  Foreign 
Minister  Hans-Dietrich  Genscher  and  Defense 
Minister  Gerhard  Stoltenburg  on  a  hasty  trip  to 
Washington  on  Apr.  24  to  convey  Kohl's  plea  for 
>uch  negotiations.  They  were  rebuffed  in  plain 
anguage:  One  high-ranking  U.  S.  official  says  it 
vould  be  "folly"  to  consider  reducing  such  weap- 
)ns  without  first  knowing  what  conventional- 
irms  cutbacks  will  be  made  at  the  East-West 
alks  that  started  in  Vienna  on  Mar.  6. 
<ATO  RIFT.  Kohl,  however,  may  have  little  choice 
)ut  to  persist  in  his  effort.  Otherwise,  he  fears,  his  coalition 
fovernment's  political  base  will  be  undercut  by  rising  antinu- 
:lear  sentiment  and  growing  eagerness  for  detente  among 
Nest  German  voters,  who  see  themselves  as  the  likely  victims 
)f  short-range  nuclear  weapons  fired  from  either  side  of  Eu- 
•ope's  East-West  divide.  The  resulting  rift  in  NATO  may  be 
)apered  over  but  is  unlikely  to  be  resolved  at  Brussels. 

For  Bush,  Kohl's  move  also  upstages  the  President's  own 
)lan  to  renew  start  negotiations  with  Moscow  on  deep  cuts  in 
oiig-range  nuclear  missiles.  Bush  laid  the  groundwork  for 
hese  talks  in  a  recent  agreement  with  congressional  Demo- 
rats  on  proposals  for  mobile  deployment  of  two  types  of 


missiles.  Although  the  scheme  may  still  face  a  battle  in  Con- 
gress, the  basic  aim  is  to  enable  Bush  to  negotiate  deep  cuts  in 
strategic  arms  by  making  sure  that  the  core  of  the  U.  S.  land- 
based  nuclear  deterrent  is  safe  from  surprise  attack.  This 
would  be  achieved  by  moving  the  10-warhead  MX  around  on 
railcars  and  the  single-warhead  Midgetman  on  trucks. 

The  Administration,  however,  insists  that  holding  talks  with 
Moscow  now  on  reducing  short-range  missiles  would  play  to 
Gorhaclifx's  strategy  for  achieving  a  denuclearized  Europe. 

For  decades,  NATO  has  considered  short-range  nu- 
clear weapons  essential  to  offset  the  lopsided  So- 
viet advantage  in  tanks  and  other  nonnuclear 
forces  in  Europe.  Speaking  in  Parliament,  British 
Prime  Minister  Margaret  Thatcher  reminded 
Bonn  of  NATO's  "vital  role  in  maintaining  Germa- 
ny's freedom."  But  other  NATO  members  such  as 
Italy  and  Belgium  back  Kohl.  To  relieve  Kohl's 
political  worries,  the  U.  S.  and  other  allies  have 
eased  earlier  pressures  on  the  Chancellor  to  allow 
the  modernization  of  70  U.  S.  Lance  short-range 
missile-launchers  in  West  Germany.  Most  West 
Germans  oppose  modernizing  them,  and  Kohl 
wants  to  put  off  a  decision  on  the  issue  until  after 
Germany's  1990  elections. 

Bush  had  hoped  that  the  accord  on  mobile  mis- 
siles would  allow  Secretary  of  State  James  A. 
Baker  HI  to  set  a  date  for  resuming  strategic  missile  negotia- 
tions when  he  visits  Moscow  on  May  10.  That  would  reassure 
allies  who  have  been  fretting  that  Bush's  leisurely  review  of 
East-West  relations  might  signify  a  U.  S.  intent  to  slow  down 
the  arms  talks.  And  at  the  NATO  meeting,  by  stressing  com- 
mon Western  values.  Bush  hoped  to  counter  Gorbachev's  call 
for  a  "common  European  house"  in  which  U.  S.  influence 
would  be  diminished.  But  with  Bonn  and  Washington  at  log- 
gerheads, the  Brussels  gathering  may  highlight  growing  di- 
vergences within  the  Western  alliance  instead. 

By  Bill  Javetski  and  Dave  Griffitlis  in  Washington,  mth  bureau 
reports 


GLOBAL  WRAPUP I 


JORDAN 


Riots  protesting  price  hikes  forced 
Prime  Minister  Zaid  Rifai  to  resign 
on  Apr.  24,  shortly  after  King  Hus- 
sein's return  from  a  visit  to  Washing- 
ton. But  Palestinians,  who  make  up 
more  than  half  of  Jordan's  population, 
kept  out  of  the  disturbances,  thanks 
partly  to  Palestine  Liberation  Organi- 
zation leader  Yasser  Arafat  and  his 
mainstream  PLO  faction,  Al-Fatah. 

Radical  PLO  groups  had  urged  fol- 
lowers to  join  the  protests,  hoping  to 
escalate  the  disturbances  into  a  Jorda- 
nian version  of  the  intifada,  or  upris- 
ing, on  the  West  Bank.  But  Fatah 
spread  the  word  to  Palestinians  in  Jor- 


dan to  stay  off  the  streets.  Arafat 
wants  to  avoid  making  trouble  for 
Hussein  for  fear  of  undermining  the 
PLO's  credibility  in  moves  toward  an 
Arab-Israeli  settlement. 

SOUTH  AFRICA  

Theft  has  done  more  than  Western 
sanctions,  a  South  African  editor 
complains,  to  harm  the  country's  fi- 
nances. Foreign  exchange  reserves 
dropped  $500  million,  to  $1.9  billion  last 
year,  forcing  Pretoria  to  curb  imports 
and  hike  interest  rates.  More  than  half 
the  drop,  the  South  African  Reserve 
Bank  has  disclosed,  was  due  to  fraudu- 
lent and  corrupt  foreign  exchange 
transactions. 


Albert  Vermaas,  a  businessman  who 
wined  and  dined  Defense  Minister 
Magnus  Malan  and  Foreign  Minister 
Roelof  Botha,  has  been  charged  with 
illegally  exporting  $40  million,  al- 
though an  official  inquiry  has  cleared 
the  ministers  of  wrongdoing.  Another 
businessman,  Stuart  Pegg,  is  being 
sought  by  police  to  explain  his  role  in  a 
case  where  a  bank  was  defrauded  of 
$18  million,  which  was  sent  abroad. 
Pegg  is  believed  to  be  in  Europe. 

Many  businessmen  oppose  South  Af- 
rica's exchange  controls  and  resent 
seeming  official  favoritism  in  approv- 
ing requests  to  buy  hard  currency. 
Now  they  are  asking  whether  Pretoria 
is  able  to  police  the  system. 
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Discover  who  we  are. 
and  you  will  think 
the  world  of  us. 


are  us 


The  fac  t  that  we  are  the  fourth-largest  chemical 
c(»mj)any  in  the  world,  manufacture  over  15,000  products 
40  countries  and  sell  them  in  over  150  may  have  been 
unknown  to  you.  With  global  sales  of  $21  billion  ($4  billi 
in  the  U.S.),  it  is  ironic  that  you  may  never  have  heard  of 

make  the  world  a  little  safer. 

In  the  immediate  future  driving  cars  will  be  safer, 
because  airbags  actuated  and  inflated  by  components 
from  ICI  will  inflate  in  4A00ths  of  a  second  to  protect  the 
front-seat  occupants. 

Today,  criminals  can  more  accurately  be  tied  to  their 
crimes  through  high-tech  DNA  FINGERPRINTING^^ 
which  our  Cellmark  Diagnostics  business  is  pioneering 
in  the  United  States. 

Innovative  waterborne  coatings  introduced  by  Glid- 
den  reduce  dependence  on  atmosphere-polluting  alterna 
lives.  The  magnitude  of  that  is  enormous.  Happily,  eight 
out  of  ten  beverage  and  soft-drink  cans  are  protected  with  ''^1)! 
our  coating  technology. 

We  make  the  world  a  little  healthier. 

1.5  million  people  suffering  from  hypertension  in  the 


l-areij 


Melinex,  Molub-Alloy,  Mylanta.  Mylanta  II.  Tacleland  Tribol  are  registered  trademarks  of  ICI  .  DNA  FINGERPRINTING  is  a  service  markol  ICI  C'  1988  ICI  Americas  Inc 


>  control  it  with  the  first  one-tablet-a-day  beta  blocker, 
lich  we  manufacture. 

We  discovered  the  leading  oral  medication  for 
vanced  and  post-surgical  treatment  of  breast 
ti(  er. 

Mylanta*  and  Mylanta-IITthe  only  antacids  that 
'  homogenized  and  pasteurized  for  smoother,  better 
ite,  are  used  by  more  than  12.7  million  adults  each  year 
the  United  States. 

Wfe  make  the  world  more  durable. 

Thoro  products  have  waterproofed  and  protected  the 
ympic  Speed  Skating  Oval  at  Calgary,  the  Tower  of 
ndon  and  the  observatory  at  Mt.  Washington,  New 
impshire. 

One  out  of  every  two  cars  manufactured  in  the  United 
ites  is  built  using  Molub-Alloy®  orTribor  lubricants 
pplied  by  ICIs  Tribol. 


\^  make  the  world  more  heautifid. 

We  are  the  worlds  largest  manufacturer  of  [)aint, 
d  we  make  enough  of  it  to  cover  10  million 


World  Problems  World  Solutions 


homes  each  year. 

America's  fashion  designers  choose  our  Tactel* 
textile  fiber  for  apparel  ranging  from  line  hosiery  to 
weather-tough  skiwear. 

We  hold  the  leading  position  in  North  America  in 
supplving  ink  for  snack  food  and  confectionery 
packaging. 

W^  make  the  world  more  efficient. 

We  have  the  fastest-growing  agrochemical  business 
in  the  United  States. 

Worldwide,  we  are  the  third-largest  producer  of  crop- 
protection  chemicals  and  the  fourth-largest  agricultural 
products  company  in  the  U.S. 

We  help  to  store  and  retrieve  the  world's  information 
more  effectively  by  providing  Melinex*  film  base  for  a 
variety  of  information  storage  devices. 

We  are  at  the  leading  edge  of  polyurethanes  technol- 
ogy, contributing  significantly  to  the  U.S.  automotive 
parts,  recreational  footwear  and  constmction  markets. 

At  ICI  we  bring  a  lot  to  the  world.  And  we  are  about 
to  bring  much  more. 

World  Class 


overnment 


Commentary/by  Howard  Qleckman  and  Richard  Fly 


THE  BUSH  PRESIDEHCY:  GIUTIOUS  TO  A  FAULT 


lormally,  a  new  Administra- 
tion's opening  days  are  filled 
I  with  the  buzz  and  bustle  of 
bright  hopes  and  eager  policymaking. 
But  Bush's  Washington  is  in  the  grip 
of  a  curious  languor.  The  new  Presi- 
dent's official  pronouncements  are 
sparse.  Those  that  he  dehvers  rarely 
make  the  front  pages  or  the  top  of  the 
TV  news. 

Some  100  days  into  his  term,  Bush 
has  replaced  Ronald  Reagan's  Imperial 
Presidency  with  a  style  so  cautious  and 
subdued  that  it  could  damage  the  new 
President's  effectiveness. 

To  be  fair,  Bush's  leadership  style  is 
vastly  different  from  that  of  his  prede- 
cessor. He's  a  Washington  insider,  a 
conciliator  by  nature,  and  he  makes  no 
pretense  of  having  a  grand  governing 
vision.  What's  more,  he  didn't  seek  of- 
fice promising  to  shake  things  up, 
reckoning  that  America  wanted  only 
marginal  changes  in  Reagan's  conser- 
vative policies. 

'AMBIENT  NOISE.'  But  Bush's  tentative, 
reactive  approach  is  beginning  to  wor- 
ry even  some  of  his  ardent  supporters. 
Says  one  Republican  activist:  "The 
White  House  is  trying  to  make  a  virtue 
of  this  laid-back  style.  The  big  worry  is 
that,  so  far.  Bush  has  just  been  ambi- 
ent noise  to  the  events  that  have  gone 
on."  Reagan  had  a  rare  ability  to  com- 
mand the  stage.  But  he  also  had  a 
guiding  set  of  ideological  principles 
that  the  pragmatic  Bush  seems  to  lack. 
"Are  we  tacking  or  are  we  drifting?" 
asks  Jerrj'  Jordan,  a  former  economic 
adviser  to  Reagan.  "Maybe  there  is  a 
grand  strategy.  I  don't  know  what  it  is. 
I  don't  think  they  know." 

A  particular  concern  is  Bush's  aver- 
sion to  political  confrontation.  Reagan 
loved  to  tilt  with  the  "tax-and-spend 
liberals"  in  Congress.  Bush  shrinks 
from  such  conflict.  "I  don't  think  Bush 
wants  to  be  bold,  wants  to  get  out 
there  and  fight,"  says  GOP  analyst  Ke- 
vin Phillips.  "That's  not  his  style." 

Bush  sees  himself  as  the  Great  Ne- 
gotiator, forced  to  deal  with  solid  Dem- 
ocratic majorities  in  the  House  and 
Senate.  But  his  tireless  schmoozing 
with  Washington  power  brokers  may 
exact  a  price.  Says  Gary  L.  Bauer,  a 
former  White  House  policy  aide: 
"Faced  with  an  Administration  that  is 
willing  to  constantly  split  the  differ- 


ence, an  assertive  Congress  will  push 
harder  and  harder  to  drive  policy." 

In  the  rare  instances  when  Bush  has 
departed  from  his  aim-low  style,  the 
results  have  been  encouraging.  The 
Treasury  Dept.'s  sweeping  plan  to 
clean  up  the  savings  and  loan  mess 
(page  122)  is  well  on  its  way  toward 
congressional  approval.  But  elsewhere 
the  record  is  one  of  missed  opportuni- 
ties. Some  examples: 

■  The  mahana  deficit  plan. 
Although  Bush  sounded 
very  Reaganesque  on  the 
subject  of  the  budget  deficit 
during  the  campaign,  he  de- 
cided after  the  election  that 
a  serious  assault  on  the  red 
ink  would  lose  him  some  of 
his  newfound  friends  on 
Capitol  Hill.  So  he  opted  for 
a  no-pain  budget  accord  that 
relies  heavily  on  specious 
spending  cuts  and  phantom 
revenues — and  puts  off 
tough  action  until  next  year. 

Some  in  the  Administra- 
tion believe  that  after  a  year 
of  mutual  back-scratching, 
Bush  and  the  Hill  will  have 
built  up  enough  trust  to  take 
stronger  measures,  includ- 
ing tax  hikes  and  entitle- 
ment reforms.  But  budget 
experts  say  that  by  waiting, 
Bush  has  given  up  his  single 
best  shot  at  achieving  spend- 
ing discipline.  Nor  has  he  set 
a  stellar  example,  because 
the  pact  he  has  just  agreed 
to  permits  domestic  spend- 
ing to  rise  by  more  than  $6 
billion  above  Bush's  own 
budget. 

In  addition,  the  notion  that 
this  year's  budget  wimp-out 
will  make  meaningful  action 
more  likely  next  year  is  odd. 
Midterm  elections  will  make 
Congress  less  willing  to  trim  domestic 
programs.  And  there's  no  sign  that 
Bush  will  be  more  flexible  on  his  no- 
tax  pledge.  "The  budget  deal  is  basical- 
ly a  fraud,"  says  William  Niskanen, 
head  of  the  conservative  Cato  Insti- 
tute. "It  increases  the  problems  of  re- 
ducing the  deficit  in  future  years." 

■  No  pain,  no  gain.  Bush  is  doing  plenty 
of  talking  about  his  campaign  pledge 


to  cut  the  tax  rate  on  capital  gains.  But 
the  follow-through  required  to  give  the 
controversial  proposal  a  fighting 
chance  has  been  absent.  Senate  Fi- 
nance Committee  Chairman  Lloyd 
Bentsen  (D-Tex.)  was  sympathetic.  But 
when  the  Administration  sent  a  low- 
level  aide  before  the  panel  to  testify  on  arir  s 
the  plan,  Bentsen  quickly  lost  interest,  iii 
The  White  House  also  got  bogged 


down  in  a  no-win  battle  over  whether 
the  capital-gains  cut  would  raise  or 
lose  revenues.  After  failing  to  convince 
legislators  that  the  plan  would  increase 
revenues,  Bush  is  now  trying  to  sell 
the  idea  to  Congress  as  a  way  to  spur 
investment.  But  the  plan  has  been  in- 
delibly stamped  as  a  "giveaway  to  the 
rich." 

■  Those  elusive  Brady  plans.  Early  on, 
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Bush  and  Treasury  Secretary  Nicholas 
F.  Brady  made  a  cause  celebre  of  the 
notion  that  debt-financed  leveraged 
buyouts  were  harming  the  economy. 
But  when  Congress  asked  for  solu- 
tions, the  Administration  seemed  to 
lose  heart.  Brady  blandly  called  for 
further  study  of  the  matter,  at  which 
point  much  of  the  steam  went  out  of 
the  congressional  drive  to  curb  LBOs. 

Timidity  has  also  undermined  Bush's 
new  international  debt  strategy  (page 
51).  In  March,  Brady  suggested  that 
the  Administration  might  countenance 
the  idea  of  debt  write-olfs  by  Latin 
nations.  But  the  plan  was  maddeningly 
vague,  and  it  took  the  White  House 
nearly  a  week  to  embrace  it.  Mean- 
while, Brady  seemed  to  undercut  pros- 
pects for  his  own  proposal  when,  react- 


BUSH'S 
CAUTIOUS  BEGINNING 

CHALLENGES  FACED... 

ESCUE  After  a  false  start,  the  Administration  pro- 
l  a  tough  plan  to  bail  out  S&Ls.  It  is  now  trying  to 
lerd  the  plan  through  Congress. 

ML  AMERICA  Bush  acted  quickly  on  contra  aid,  an  is- 
lat  had  bogged  down  Reagan  Central  American  poli- 
;  gave  up  military  aid  in  exchange  for  congressional 
irt  for  humanitarian  assistance. 

t  WORLD  DEBT  The  Administration  shifted  direction 
.  plan  to  effectively  forgive  some  debt.  But  the  plan, 
is  still  sketchy,  has  little  credibility  so  far  with  the 
or  industrialized  nations  that  must  bankroll  it. 

...AND  SKIRTED 

ET  Bush  could  have  won  a  major  deficit-reduction 
/ith  Congress  and  put  Washington's  endless  budget 
;ling  behind  him.  Instead,  he  settled  for  another  "blue 
:  and  mirrors"  plan  that  puts  off  tough  decisions  and 
5  the  deficit  even  more  intractable. 

ONMENT  Officials  waited  two  weeks  before  re- 
ing  to  the  Alaska  oil  spill,  damaging  Bush's  hopes  of 
seen  as  an  environmental  champion. 

AL  GAINS  Cutting  capital-gains  taxes  was  a  key  plank 
Bush  campaign.  But  in  the  face  of  early  congressio- 
sistance,  the  Administration  seemed  to  back  away 
he  plan.  It  is  now  trying  to  regain  the  initiative. 


ng  to  initial  criticism,  he  downgraded 
,he  scheme  to  an  "idea." 
I  Indecision.  The  key  test  for  any 
■•resident  is  his  ability  to  respond  to 
he  unexpected.  Bush  has  had  a  couple 
)f  opportunities,  but  has  floundered. 
3ase  in  point:  the  environmental  disas- 
er  unleashed  by  the  grounding  of  an 
ilxxon  Corp.  oil  tanker  off  Alaska.  By 
he  time  the  Administration  completed 


its  damage  assessments,  the  spill  was 
out  of  control.  One  reason  for  the  de- 
lay: agonizing  over  whether  a  height- 
ened federal  role  in  the  cleanup  was 
appropriate.  Now  Bush's  hopes  of  be- 
coming Mr.  Environmentalist  have 
ebbed.  He  has  become  so  wary  of  the 
issue  that  he  canceled  scheduled  West 
Coast  appearances  intended  to  high- 
light his  concern  for  the  environment. 
■  The  foreign  policy  slowdown.  No  one 
begrudges  Bush  the  opportunity  to  re- 
assess the  direction  of  U.  S.  foreign 
policy.  But  there  are  fears  that  the 
Administration's  four-month  "strategic 
review"  is  mainly  intended  to  bring 
new  policymakers  up  to  speed  and 
counter  Soviet  leader  Mikhail  S.  Gorba- 
chev's blitz  of  peace  initiatives.  And 
while  Bush  marks  time,  Gorbachev  is 
rushing  full  speed  ahead  and 
gaining  converts  to  his 
scheme  to  cut  nuclear  weap- 
ons in  Western  Europe.  For 
instance.  West  German 
Chancellor  Helmut  Kohl  is 
backing  away  from  N.\TO 
plans  to  modernize  short- 
range  nuclear  missiles,  a  rift 
that  threatens  the  stability 
of  the  Western  alliance 
(page  61). 

There  may  be  an  even  big- 
ger danger.  An  implicit  no- 
tion underlying  the  strategic 
review  seems  to  be  that  Gor- 
bachev's tenuous  political 
grip  will  force  him  to  make 
ever-larger  unilateral  con- 
cessions. But  as  the  recent 
shakeup  of  the  Communist 
Party's  Central  Committee 
demonstrates,  Gorbachev 
may  rapidly  be  consolidating 
his  position.  Some  critics 
worry  that  if  Bush  continues 
his  standoffish  approach,  at 
some  point  Gorbachev  will 
tire  of  further  concessions. 
In  that  event.  Bush's  hesi- 
tancy could  cost  him  the 
best  opportunity  in  40  years 
to  recast  the  East- West  con- 
flict. 

The  Bush  crew  also  ap- 
pears to  be  playing  for  time 
elsewhere.  Bush  is  still  iden- 
tified with  Reagan's  hardline 
Central  American  policies, 
which  sought  to  support  anticommun- 
ist  insurgencies  in  the  region.  Bush  has 
responded  to  dwindling  public  and  con- 
gressional support  by  groping  for  an- 
other course.  Cutting  a  deal  to  provide 
nonmilitary  aid  to  the  Nicaraguan  con- 
tras,  for  instance,  bought  hirn  time  to 
build  support  for  a  more  moderate  poli- 
cy. But  Bush  has  yet  to  articulate  what 
the  new  policy  is. 


In  some  ways,  Bush's  willingness  to 
move  slowly  is  understandable.  Recent 
polls  show  that  a  solid  60%  of  the  pub- 
lic think  that  the  President  is  doing  a 
good  job,  though  they  don't  view  him 
as  a  particularly  strong  leader.  "Frank- 
ly, I  don't  think  it's  important  whether 
the  voters  think  he's  leading  in  a  bold 
or  not-so-bold  manner,"  says  Bush's 
pollster,  Robert  Teeter.  "The  country 
is  in  good  shape.  We've  got  the  lowest 
unemployment  in  15  years,  the  longest 
peacetime  economic  recovery,  and  no 
international  crisis." 

Moreover,  Administration  partisans 
insist  that  it's  not  fair  to  judge  Bush 
by  the  traditional  yardstick  of  a  first- 
year  burst  of  Presidential  activity. 
"The  first  quarter  has  gone  quite 
well,"  insists  White  House  Chief  of 
Staff  John  H.  Sununu.  With  the  excep- 
tion of  the  Senate's  rejection  of  John 
G.  Tower  as  Defense  Secretary,  Sun- 
unu says  that  "everything  has  been  on 
target." 

SECOND  WAVE.  Because  Bush  wants  to 
take  time  to  distance  himself  from 
some  elements  of  Reaganism,  aides 
predict  that  his  Administration  won't 
really  catch  fire  until  after  his  first 
year.  "Most  Administrations  start  high 
and  go  down  from  there,"  says  one 
Bush  insider.  "This  one  will  be  the  re- 
verse. Bush  isn't  a  visionary  or  a  con- 
ceptualizer,  but  slowly  and  steadily,  he 
gets  there." 

Political  scientists  scoff  at  this  no- 
tion of  a  "second  wave."  Presidents 
have  historically  enjoyed  their  greatest 
influence  in  the  months  following  their 
election.  "The  first  six  months  are  criti- 
cal," says  Norman  J.  Ornstein,  of  the 
American  Enterprise  Institute.  "You 
don't  have  to  come  up  with  every  one 
of  your  proposals,  but  you  want  to  cre- 
ate the  perception  that  you're  in 
charge.  The  problem  with  the  methodi- 
cal approach  is  the  risk  of  being  outdis- 
tanced by  events  and  others'  political 
aggressiveness." 

Indeed,  while  Bush  bides  his  time, 
carefully  studying  his  options  and  rev- 
eling in  such  folksy  pursuits  as  pitch- 
ing horseshoes,  others  are  rushing  to 
fill  the  policy  vacuum.  Congress,  in 
particular,  is  moving  to  set  the  nation's 
agenda — which  should  be  a  fairly  hor- 
rifying thought  to  any  occupant  of  the 
White  House,  even  someone  as  mellow 
as  George  Bush.  "While  the  White 
House  is  inactive.  Congress  is  very  ac- 
tive," says  one  Republican  strategist. 
"What  you  have  is  the  Zen  Presiden- 
cy— the  sound  of  one  branch  clapping." 
Adds  William  A.  Galston,  a  University 
of  Maryland  policy  expert:  "The  Ad- 
minstration  is  being  too  cautious,  too 
pessimistic,  and  too  unimaginative." 
The  message  to  George  Bush:  Be  bold. 
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Well  Connected: 
Air  France  Executive  Europe. 


Keep  your  European  business  >?wving  in  style.  Air  France's  Executive 
Europe  program  makes  it  easy,  offering  unsurpassed  connections  and 
convenience  for  the  business  traveler  flying  Concorde.  "Premiere"  or 
"Le  Club"  class.  For  example,  in  the  more  than  40  European  cities 
Air  France  serves,  you  can  enjoy  private  limousine  serxice  roundtrip 
between  the  airport  and  your  in-town  destination-for  just  $79.  Com- 
bine this  with  Executive  Europe's  other  benefits-such  as  special 
airport  assistance,  preferred  rates  on  hotels  and  car  rentals,  and 
more~and  you  'II  discover  how  much  easier  European  business  can  be 
for  the  well-connected .  For  resenvtions.  or  to  receive  an  E.xecutive 
Europe  brochure,  call  your  travel 
specialist,  or  1-800-AF-PARIS. 


THE  FINE  ART 
my  OF  FLYING 


AIR  FRANCE 


Air  France  is  a  partner  in  Mileage  Plus  and  OnePass. 

Air  France  Executive  Europe  program  valid  throughout  1989. 


[f  OurHotels  MakeBusiness 
Travel  Peel  like  AX^cation, 
Imagine  What  Our  Resorts 
MaKe  A\^cationfel  Like. 


At  Four  Seasons  we're  aware  that 
hen  you're  away  on  business  your 
lys  can  be  ev^en  more  pressure- 
icked  than  those  spent  at  the  office. 

Which  is  why  we  want  to  make 
>ur  stay  so  pleasurable,  you'll  look 
•ward  to  your  next  business  trip. 
,  _  Superb  restaurants,  overnight 
I  ^sing,  complimentary  shoe  shine, 
daily  maid  service,  and  24-hour 
service  can  bring  calm  to  the 

 'jrbulent  day 

l's  ui  course,  attention  to  detail 


and  unsurpassed  service  are  the 
comeistones  of  our  hotels,  but  they're 
also  the  foundation  of  our  resorts. 

And  thats  just  the  beginning. 

Each  and  ever)'  one  of  our 
resort  locations  have  been  carefully 
selected  for  their  emironmental 
beaut)'  and  peaceful  serenit): 

Yet  all  Four  Seasons  Resorts  offer 
a  wide  variety  of  recreational  acti\dties 
for  you  to  enjoy  at  your  leisure. 

Needless  to  say  at  our  resorts 
you'll  be  pampered  by  all  the  attention 


you've  become  accustomed  to  receiv- 
ing at  our  hotels. 

But  that  shouldn't  be  surprising. 
After  all,  if  both  our  hotels  and  resorts 
share  the  name  Four  Seasons,  then 
they  obviously  share  something  else. 

Unparalleled  service. 


FourSeasons 

THE  GRAND  HOTELS  AND  RESORTS  OF  OURTIME. 


•  IT  ED  STATES:  AiiUin.  Bosroii.  Clmago  ( The  Raz-Carhon  i.  Chicaj^ot  opens  19H9).  HoM/on  I  Center).  HomtuiU  Inn  un  lu  f,i>ki.  Lm  Angeles.  Neiv  York  (The  Pierre), 
port  Beaeh  California.  Philadelphia.  San  Francisco.  Seattle.  Washington  D .C .  CANADA:  Montreal ( Le  Quatre Saisons ).  Ottawa.  Toronto  ( Yorkfille).  Toronto  ( Inn  on  the 
k).  Vancom-er.  UNITED  KINGDOM:  London  (Inn  on  the  Park).  JAPAN:  Tokyol opens  1991 ).  RESORTS:  Dallas  (Las  CoTinas).  Maui  ( Wailm.  opens  19^9).  Santa 
'.ii\i(TheBiltmore).  CanacLi  ( Mmaki  Lodge.  Northern  Ontario).  For  resetrations  in  the  U.S.  call  (800)  332-3442;  m  Canada.  (800)  268-6282;  or  your  travel  agent. 
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Some  of  our  best  advertising 
isn't  advertising. 
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FOOD 


A  CUP  OF  JELUO, 
YELVEETA  TO  TASTE 


Mike  Miles  looks  for  the  right  recipe  at  Kraft  General  Foods 


During  last  fall's  marathon  negoti- 
ations with  Kraft  Inc.,  chain- 
smoker  Hamish  Maxwell  didn't 
light  up  even  once.  The  Philip  Morris 
Cos.  chairman  had  his  eye  on  more  than 
Kraft's  shelf  of  top  food  brands.  Max- 
well also  wanted  President  Michael  A. 
Miles — Kraft's  marketing  whiz  and  a 
fervent  antismoker — as  part  of  the  $12.9 
billion  deal.  After  the  acquisition,  Philip 
Morris  combined  Kraft  with  its  own 
sluggish  General  Foods  Corp.  operation, 
and  Maxwell  recently  tapped  Miles  to 
run  the  new  empire. 

The  marketing  potential  at  Kraft  Gen- 
eral Foods  Group  is  enormous.  The  $22.5 
billion  subsidiary  is  the  second-largest 
food  company  worldwide,  behind  Nestle, 


and  sells  14  of  the  top  50  U.  S.  food 
brands,  including  Velveeta  and  Oscar 
Mayer.  Altogether,  KGF  pockets  10$  out 
of  every  dollar  Americans  spend  on 
packaged  food.  Advertising  and  promo- 
tion spending  in  1989  will  approach  $2 
billion.  With  weight  like  that  to  throw 
around,  says  one  management  consul- 
tant, "this  company  has  the  chance  to 
change  the  rules  of  competition." 
WEAK  COFFEE.  Maybe  so.  But  Miles,  49, 
must  change  some  of  his  own  rules  first. 
While  his  detail-oriented,  hands-on  style 
paid  off  in  some  big  marketing  coups  at 
Kraft,  insiders  say  he  will  now  have  to 
learn  to  delegate  authority.  He  will  need 
to  make  sure  that  executives  at  both 
companies  collaborate  on  product  devel- 


opment, marketing,  and  distributioi 
without  letting  KGF's  sheer  size  and  bu 
reaucracy  slow  its  response  to  market 
place  changes.  And  if  Miles  is  too  eage 
to  achieve  short-term  goals,  such  as  rt 
ducing  Philip  Morris'  $10  billion  in  acqu 
sition  debt,  he  could  hurt  KGF's  ability  t 
compete  down  the  road.  That's  not  a: 
idle  worry:  After  Kraft  agreed  to  th 
buyout.  Miles  hiked  the  1989  profit  tai 
gets  for  each  brand  an  average  of  5%  t 
help  pay  down  debt.  The  higher  goal 
forced  some  brand  managers  to  trim  a 
and  promotion  spending,  say  insiders. 

Still,  such  a  quick  move  reflect 
Miles's  management  style.  The  forme 
Leo  Burnett  Co.  ad  agency  staffer  i 
known  for  involving  himself  in  decision 
usually  handled  by  junior  executives 
Miles  regularly  made  suggestions  for  a 
campaigns — often  with  good  results.  A 
his  urging,  for  example,  Kraft  stresse 
health  concerns  in  ads  for  Light  'n  Live 
ly  yogurt.  Unit  volume  jumped  15%  las 
year,  double  the  category's  growth. 

Now,  Miles  must  come  up  with  fixe 
for  some  troubled  KGF  brands — in  parti( 
ular,  such  longtime  General  Foods  ui 
derachievers  as  Maxwell  House  coffe 
and  Post  cereals.  But  with  3,000  items  t 
oversee.  Miles  is  already  starting  to  loo; 
en  the  reins.  He  was  conspicuously  a) 
sent  during  ad  agency  presentations  fc 
the  $50  million  Maxwell  House  accoui 
in  early  April,  even  though  the  bran 
lost  $50  million  last  year.  "He  senses  tY 
need  to  step  back,"  asserts  a  form( 
Kraft  executive. 

Instead  of  getting  too  involved  in  t\ 
nitty-gritty,  Miles  is  now  looking  f( 
marketing  synergies  at  the  two  comp; 
nies.  In  April,  he  consolidated  KGF's  esl 
mated  $300  million  worth  of  networ 
and  cable  television  advertising  pu 
chases  at  one  agency,  D'Arcy  Masii 
Benton  &  Bowles  Inc.  Meanwhile,  brar 
managers  are  shuttling  between  Kraft  S 
headquarters  in  Glenview,  111.,  and  GF  f; 
home  base  in  White  Plains,  N.  Y.,  i 
swap  secrets  on  marketing  and  foe 
technology. 

BREAKFAST  BLITZ.  The  cross-fertilizatif 
will  soon  bear  fruit.  The  first  major  joii 
KGF  campaign  may  run  this  summ 
Pitching  the  "Great  American  Brea 
fast,"  the  company  plans  to  blitz  co 
sumers  with  coupons  in  Sunday  news"" 
pers  and  set  up  in-store  displays 
Kraft's  Philadelpiiia  Brand  cream  cheei 
and  Lenders  bagels  and  General  Foods 
Maxwell  House  coffee  and  Post  cereal  j 
Such  mixing  and  matching  has  ali  j, 
spread  to  product  development.  With 
hefty  combined  research  and  develo 
ment  budget  of  $200  million,  Miles 
expecting  new  ideas  that  combine  tl 
best  of  both  companies.  Minute  Ri 
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SYNERGY  IN  THE  SUPERMARKET 


DRY  GROCERIES 

REFRIGERATED  FOODS 

FROIEN  FOODS 

KRAFT 

Miracle  Whip 
Kraft  Salad  Dressing 

Velveeta 
Breakstone's 

Frusen  GIddje 
Budget  Gourmet 

GENPRAl 
t^9S 

Post  Cereals 
Minute  Rice 

Oscar  Mayer 
Louis  Rich 

Jell-O  Pudding  Pops 
Birds  Eye 
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MARKE 


If  you  want  to  be  heard,  you've  got  to 
combine  the  right  information  with  the 
right  presentation  tools. 

A  3M  overhead  projection  system 
can  make  any  presentation  more  pow- 
erful —  whether  you've  got  a  week  to 
prepare,  or  an  hour.  With  3M  trans- 
parency film,  your  graphics  will 
appear  sharp,  clear  and  bright. 
And  our  easy  to  use  projectors 
'are  sure  to  improve  your  image. 
Choose  a  sleek  boardroom  model  or  a 
compact  portable,  and  make  them  see  things  your  way 

3M  transparency  films,  projectors  and  accessories  are 
available  from  your  local  3M  AV  dealer  or  stationery  store. 
Orcall  us  at  1-800-328-1371.  In  MN  1-612-736-1285.  In 
Canada  1-800-268-9696. 


MAKE  POWER  PRESENTATIONS 


Learn  ho*  to  become  a  oetler  presenter 
Send  for  our  informative  booklet  "Six  Secrets  to 
Holding  a  Good  Meeting " 

Name  


Company  _ 
Address  — 


City. 


.State- 


-Zip- 


Telephone(  )  

Brochure  requests  must  be  made  with  this  coupon  No  phone  calls,  please  Mail  to 
3M  Audio  Visual  Division,  Building  225-3NE-01,  3M  Center,  St  Paul,  MN  55144-1000 

The  tools  to  take  charge. 


1989  3M. 


3M 
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brand  managers  offered  advice  to 
Kraft's  Blue  Box  group  on  its  18  dry- 
packaged  potato,  pasta,  and  rice  side 
dishes.  And  the  company  recently  folded 
General  Foods'  Culinova  refrigerated  en- 
trees and  side  dishes  into  Chillery, 
Kraft's  refrigerated  line. 

Miles  must  focus  on  more  than  mar- 
keting and  product  development, 
though.  He'll  have  to  make  some  major 
changes  in  operations,  including  consoli- 
dating some  of  KGF's  200  plants  and  70 
distribution  centers.  And  General  Foods 
and  Kraft  spent  $8  billion  on  packaging 
in  1988.  If  KGF  cuts  that  cost  a  mere  1%, 
or  $80  million,  it  will  add  20$  a  share  to 
Philip  Morris'  results,  figures  Lawrence 
Adelman,  senior  vice-president  at  Dean 
Witter  Reynolds  Inc. 

Such  benefits  from  the  merger  will 
begin  to  show  up  soon  on  the  bottom 
line.  KGF's  1989  operating  profits  will 
grow  10%,  to  $2.2  billion,  on  a  sales  jump 
of  7%,  to  $24  billion,  Adelman  says.  The 
unit  will  contribute  31%  of  the  parent's 
total  operating  income  of  $7.1  billion  and 
52%  of  total  sales  of  $46.2  billion,  he 
estimates.  Philip  Morris'  other  divisions 
are  Miller  Brewing  and  tobacco. 
FREEZER  DYNAMICS.  In  time,  Miles,  who 
will  succeed  John  M.  Richman  as  KGF's 
chief  executive  next  year,  may  decide  a 
complete  restructuring  is  in  order.  Some 
insiders  speculate  that  Miles  will  group 
all  KGF  refrigerated  products  into  one 
unit  and  dry-grocery  brands  into  anoth- 
er. But  nothing  has  been  decided  yet, 
according  to  Miles  Marsh,  president  of 
General  Foods  U.  S.  A.  "If  it  was  easy  to 
do,  one  can  assume  it  would  already 
have  been  done,"  he  says. 

There's  good  reason  to  make  the  ef- 
fort, though.  By  combining  its  brands 
and  sales  forces  along  broad  product 
lines,  KGF  might  win  greater  clout  with 
retailers — something  its  sheer  size 
hasn't  achieved  so  far.  For  instance,  the 
company  couldn't  persuade  Chicago- 
based  Jewel  Stores  to  display  its  new 
Blue  Box  dishes  together  instead  of  in 
separate  aisles  for  rice  and  pasta. 

Now,  in  what  could  serve  as  a  test 
case.  Miles  has  combined  the  Kraft  fro- 
zen food  lines  such  as  Tombstone  pizza 
and  Sealtest  ice  cream  with  gf's  Jell-0 
Pudding  Pops  and  Bird's  Eye  products. 
As  a  result,  says  a  management  consul- 
tant, "the  company  leapt  from  two  mi- 
nor players  in  frozen  to  one  major  play- 
er." Adds  Thomas  Herskovits,  president 
of  the  frozen  foods  unit:  "If  we  can  be- 
come experts  of  the  freezer  section,  that 
will  give  us  a  competitive  advantage."  If 
Miles  can  get  an  edge  like  that  for  Philip 
Morris'  food  giant,  he'll  just  about  guar- 
antee that  future  meetings  with  his  boss 
will  be  smoke-free. 

By  Lorn  Therrien  in  Glenview,  III. 


WHY  CELESTIAL  SEASONINGS  WASN'T 
KRAFT'S  CUP  OF  TEA 


At  Celestial  Seasonings  Inc.,  the 
Boulder  (Colo.)  herbal  tea  com- 
pany, bicycling  is  an  article  of 
faith.  President  Barnet  M.  Feinblum 
pedals  a  company  Univega  racer,  and 
Celestial  started  a  top  pro  cycle  race, 
the  Red  Zinger,  named  after  one  of  its 
teas.  Bicycling,  Feinblum  felt,  appeals 
to  health-conscious  herbal  tea  drinkers. 

No  wonder  trouble  started  brewing 
when  Celestial's  then-owner,  Kraft 
Inc.,  ordered  the  company  to  cut  its 
ties  with  cycling  three  years  ago.  In- 
stead, Feinblum,  al- 
ready chafing  under 
Kraft's  restraints, 
signed  a  deal  with  bi- 
cyclist Greg  LeMond 
to  ride  on  Celestial's 
team,  then  announced 
it  to  the  public — and 
Kraft — at  a  press  con- 
ference. "If  I'm  going 
to  be  insubordinate, 
I'm  going  to  do  it 
in  a  big  way,"  he 
chuckles. 

BEEF  ZINGER?  Such 

culture  clashes  helped 
push  Kraft  to  put  the 
company  on  the  block, 
and  Feinblum  took  it 
private  in  a  leveraged 
buyout  last  Novem- 
ber. Of  course,  Celestial  is  a  quirky 
company  that  might  have  had  trouble 
fitting  into  any  food  giant.  But  the 
events  leading  to  the  split  offer  some 
insight  into  Kraft's  management  style. 

At  first,  Celestial  thrived  under 
Kraft.  Mo  Siegel,  a  health  food  store 
operator,  founded  Celestial  in  1969  by 
blending  herbs  he  picked  in  the  Colora- 
do mountains.  He  sold  the  company  to 
Kraft  in  1984.  Kraft  helped  increase 
Celestial's  supermarket  shelf  space 
and  boosted  its  ad  budget  tenfold,  to  $6 
million.  Sales  increased  50%  in  the  four 
years  Celestial  was  part  of  Kraft,  to 
$40  million  a  year. 

But  in  its  effort  to  make  herbal  tea 
appeal  to  the  masses,  Kraft  lost  sight 
of  Celestial's  wholesome  image.  It 
pushed  for  product  extensions  such  as 
seasonings  for  beef.  "We  would  never 
have  .sold  that,"  says  Feinblum. 

Relations  between  Kraft's  pin- 
striped executives  and  the  Levi-clad 
Feinblum,  Siegel's  handpicked  succes- 
sor, deteriorated  further  when  Kraft, 


FEINBLUM:  CHAFING  UNDER  KRAFT 


responding  to  anonymous  letters 
charging  drug  use  at  Celestial,  put  an 
undercover  agent  into  the  factory  in 
1987.  Feinblum  was  furious.  Shortly  af- 
terward, he  says,  he  approached  Kraft  j 
with  a  buyout  plan,  but  Kraft  refused. 
Kraft  executives  won't  comment.  Two 
months  later,  Kraft  agreed  to  sell  Ce- 
lestial to  Thomas  J.  Lipton  Inc. 

That  was  a  bitter  draught  for  Celes- 
tial, whose  founder  Siegel  liked  to  say 
there  were  three  things  he  hated — can- 
cer, communism,  and  Lipton.  But  the 
sale  was  threatened 
by  possible  antitrust 
objections,  so  Kraft 
eventually  consented 
to  the  management 
buyout. 

HEFTY  BAGS.  Indepen- 
dence came  at  a  steep 
price,  however.  Fein 
blum  purchased  the 
company  with  Vestar 
Capital  Partners  Inc. 
for  an  estimated  ^ 
million,  including 
about  $45  million  in 
debt.  Celestial's  $6 
million  debt  service 
this  year  is  equal  to 
its  1988  operating! 
profit,  and  payments 
go  up  each  year.  Ce- 
lestial must  double  revenues  in  five! 
years,  to  $80  million,  and  increase  oper- 
ating margins  from  15%  to  20'a  of 
sales  just  to  service  its  debt,  says 
Feinblum.  It  may  have  to  take  on  more 
debt  or  sell  equity  to  keep  going. 

Feinblum  disagrees.  Sales  are  up 
16%  this  year,  he  says.  He  intends  td 
launch  new  products  to  broaden  tht; 
company's  loyal  customer  base.  Celes 
tial  recently  introduced  family-sizf' 
herbal  tea  bags  to  appeal  to  iced-te£ 
drinkers.  And  Feinblum  may  diversify 
further  into  salad  seasonings  or  pot' 
pourris,  possibly  through  acquisitions.' 

Acquisitions  and  splashy  new-prod' 
uct  introductions  may  prove  impossibk 
without  Kraft's  resources.  But  Fein 
blum  believes  he  signed  the  LBO  just  \x\ 
time.  Shortly  before  the  deal  closed, 
Philip  Morris  Cos.  bought  Kraft.  "I 
was  bad  enough  being  part  of  Velvee" 
ta's  company,"  says  Feinblum.  "Cai 
you  imagine  Celestial  Seasonings  bein|, 
owned  by  a  tobacco  company?" 

By  Sandra  D.  Atchison  in  Denver 
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When  it 
comes  tx)  their 

information 
systems,there 
is  one  thing 

aU  CEO's  can 
agree  upon: 

"There  has  to  be 
a  better  way" 


II 


IBMi 
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hetherCEO,CI(),  or  MIS 
I  )F!  you've  said  it.  And 
you've  heard  it  said.  There 
has  to  be  a  better  way. 


It's  a  statement  that  embodies  all  the 
ft  ustrations  you've  fat  ed  in  building, 
maintaining,  and  maximizing  the 
potential  ol  your  information  system. 

Fortunately,  we  at  Hewlett- Packard 
started  paying  attention  to  your 
ft-ustrations  years  ago. 

"■$10,000,000  invested  in  systems  aud 
S(>ftw(tri'and  I  still  ain't  find  out  what 
I  )H'C(i  to  knoiv  when  I  nrrd  to  know  itT 

The  result'.' 

There  is  a  better  way.  And  we  can 
give  it  to  you  today  in  the  form  of 
significantly  lower  computing  costs. 
Ti-ue  multivendor  connectivity.  A  soft- 
ware technology  that  dramatically 
increases  the  usefulness  of  your 
.system.  And  unmatched  service  and 
support. 

HP  can  cut  your  computing 
costs  by  29"<). 

It's  true.  The  chart  at  left  shows  you 
how  investments  in  HP  systems  com- 
|)aral)le  to  systems  from  IBM  or  DEC 
can  reduce  your  cost  of  ownership  by 
up  to  29"...*  And  do  so  while  giving 
you  considerable  benefits  in  terms  of 
performance  and  reliability. 

It's  all  maile  possible  by  our  Precision 
Architecture  systems.  Systems  which 
cost  less  because  they  have  simpler 
designs,  with  fewer  instructions  and 
fewer  com|X)nent-s.  Systems  which 
allow  us  to  meet  the  computing  needs 
of  any  organization,  from  the  smallest 
to  the  largest. 


HP  gives  you  true  multivendor 
networking. 

Chances  are  you  already  have  IBM 
or  DEC  and  other  computers  within 
your  company.  Hewlett-Packard  is 
committed  to  making  these  computers 
function  as  if  they  were  made  for  one 
another 

We  achieve  that  goal  through  an 
unswerving  dedication  to  an  open  net- 
working strategy  we  call  HP 
AdvanceNet. 


'"We  either  have  to  get  all  oiireoni- 
]  niters  talking  to  each  other  ..or  pray 
for  a  9-day  week" 

It's  a  strategy  that  operates  in  strict 
conformance  with  industry  standards. 
A  strategy  that  we  back  with  over 
300  products  for  both  local  office  and 
company-wide  networking.  And, 
finally,  it's  a  strategy  that  stands  in  stark 
contrast  to  the  proprietary  approach 
often  taken  by  other  vendors. 


There  is  abetter  we^ 


tewWave  integrates  diverse  software  programs. 

HP  lets  you  fully  exploit  all  the 
information  in  your  system. 

At  last.  A  technology  that  integrates 
the  software  programs  in  your  per- 
sonal computers.  A  technology  that 
gives  users  a  simplified,  unified  way 
of  accessing,  manipulating,  and 
sharing  information.  Information 
housed  in  mainframes,  in  minicom- 
puters, in  workstations  and  PC's. 

''Three  iveeks  of  retraining?  Why  do 
we  have  to  reinvent  the  wheel  every 
time  we  introduce  new  software?" 

It's  HP's  NewWave  environment.  With 
it,  you  can  greatly  expand  the  useful- 
ness of  software  programs.  Greatly 
reduce  the  amount  of  time  spent  per- 
forming repetitive  tasks.  And  greatly 
increase  user  productivity. 

All  of  which  is  accomplished  by  a 
technology  that  adheres  to  standards  t 
and  enjoys  widespread  industry 
support.  All  of  which  makes  your 
information  system  that  much  more 
cost-efficient.  All  of  which  makes 
good  sense. 


HP  promises  you  the  best  ser- 
vice and  support  in  the  industry. 

Over  the  past  six  years,  in  the  Data- 
pro  User  Surveys,  Hewlett-Packard 
has  achieved  the  best  overall  record 
among  industry  leaders  for  customer 
support  satisfaction. 

"77?^  problems  with  our  computer 
systems  begin  with  the  compan  ies  that 
make  them . . .  they  Ye  slow  to  resjxmd 
and  far  too  proprietary." 

It's  a  record  of  which  we're  very 
]3roud.  A  record  based  on  averages 
across  six  key  service  and  support 


categories.  A  record  that  says  we  work 
in  partnership  with  each  of  our  custo- 
mers, and  that  we  care  as  much  about 
their  business  as  we  do  about  our  own. 

In  the  end,  it's  really  very  simple. 
Only  by  acknowledging  your  frustra- 
tions and  finding  real-world  solutions 
have  we  been  able  to  develop  net- 
worked computer  systems  that  offer 
you  clear  competitive  advantages. 
And  only  by  continuing  to  work  with 
y<ju  will  we  be  able  to  help  you 
meet  the  considerable  challenges  of 
the  future. 


f  HP's  NewWave  software  technology  is  based  upon 
and  extends  the  capabilities  of  well-accepted  PC 
and  workstation  environments:  Microsoft*  Windows, 
Presentation  Manager  and  OSF/Motif. 


We  at  Hnvlett-Packdrd  have  struc- 
tured our  entire  company  around  a 
very  simple  idea:  giving  cmr  custo- 
mers ei^erything  they  need  to  cojnpete 
more  effectively. 

Vxlay,  under  that  mandate  atut 
backed  by  the  wide.st  range  (f. systems, 
peripherals,  PC's,  and  instruments  in 
the  industry,  we  are  delivering  the 
"better  way "  demanded  by  A  meriean 
business. 


.John  Yiwng 
President  &  CEO 
Hewlett -Packarti 
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THE  SEARCH  FOR  WAYS  TO  BREAK  OUT 
OF  THE  PRISON  CRISIS 


1 


Jails  are  jammed,  spending  is  soaring — so  states  are  being  forced  to  experiment 


onald  V.  Stanley  walked  out  of 
prison  18  months  ago  better 
equipped  for  straight  life  than 
most  ex-cons.  During  his  four  years  in  a 
California  facility  for  serious  juvenile 
crimes,  Stanley  earned  a  junior  college 
degree.  He  also  gained  two  years'  expe- 
rience as  a  reservations  agent  at  a  Trans 
World  Airlines  Inc.  booking  center  set 
up  inside  the  prison.  Stanley,  now  23, 
joined  TWA  full-time  as  a  reservations 
agent  after  his  parole.  Newly  promoted, 
he  crows:  "I'm  living  proof  that  it's 
worth  giving  people  a  second  chance." 

America  is  rethinking  its  prison  sys- 
tem. The  impetus  is  cold,  hard  econom- 
ics: The  growing  expense  of  corrections 
has  ballooned  out  of  control.  But  in  the 
search  for  ways  to  cut  costs,  corrections 
authorities  also  are  exploring  new 
means  of  punishing  lawbreakers  that 
may  achieve  a  long-elusive  social  goal  as 
well:  a  greater  degree  of  rehabilitation. 
"We're  on  a  train  that  has  to  be  turned 
around,"  warns  Morris  L.  Thigpen,  Ala- 
bama's corrections  commissioner.  "It 
just  doesn't  make  sense  to  pump  millions 
and  millions  into  corrections  and  have  no 
effect  on  the  crime  rate." 

The  U.  S.  spends  $20  billion  annually 
on  corrections.  Nearly  2''  of  all  adults — 
3.4  million  people — are  in  prison  or  jail, 


on  parole,  or  on  probation.  The  number 
behind  bars  has  doubled  in  a  decade, 
nearing  1  million  (chart).  Among  indus- 
trialized nations,  only  the  Soviet  Union 
has  more  prisoners  per  capita.  The  rea- 
son: A  get-tough  public  mood  has  result- 
ed in  longer  sentences  and  more  jailings, 
especially  for  nonviolent  crimes  such  as 
using  and  selling  drugs.  Drug  arrests 
have  soared  while  the  general  crime  rate 
has  been  flat  for  a  decade. 
GRUNT  WORK.  Swelling  numbers  have 
strained  prison  capacity.  To  relieve  over- 
crowding, officials  are  converting  home- 
less shelters,  troop  ships,  military  bases, 
and  at  least  one  university  dormitory  to 
detention  centers.  A  gargantuan  prison 
construction  boom  now  devours  about 
$65  million  a  week.  Correctional  spend- 
ing is  becoming  the  fastest-growing  bud- 
get item  for  many  states. 

The  advent  of  for-profit  prison  man- 
agement companies  holds  some  promise 
of  trimming  costs.  Corrections  Corp.  of 
America,  U.  S.  Corrections,  Wackenhut, 
and  other  firms  now  supervise  3,000  in- 
mates in  24  state  and  county  institu- 
tions, slicing  costs  by  57f  to  107f.  But 
prison  authorities  are  more  hopeful 
about  experiments  with  alternative  sen- 
tencing and  new  forms  of  incarceration. 

Florida,  New  York,  Oklahoma,  and 


several  other  states,  for  example,  no 
send  some  first-time  offenders  to  sho 
term  "boot  camps"  rather  than  to  pris 
for  years.  In  Georgia,  "recruits"  ar 
roused  at  5:15  a.m.  for  a  day  of  pusl 
ups,  grunt  work,  such  punishments  £ 
scrubbing  baseboards  with  a  toothbrus 
or  clearing  the  camp  of  rocks,  and  coi 
stant  verbal  abuse  from  corrections  ofi 
cers.  "The  harder  you'd  try,  the  moi 
they  tore  you  down,"  recalls  Michael  V 
Rogers,  who  spent  six  months  in  Geol 
gia's  so-called  shock  incarceration  unl 
after  a  1986  burglary  conviction.  He  no''J 
runs  a  plate  glass  business. 

Boot  camp  is  cheaper  than  a  longi 
prison  term.  It  relieves  overcrowdin 
But  how  effective  is  it?  In  Georgia,  34' 
of  boot  camp  veterans  have  been  pick 
up  for  subsequent  crimes,  just  a  tad  lesl 
than  the  38%  return  rates  for  ex-cori 
from  traditional  state  prisons. 

Since  half  of  U.  S.  inmates  return 
prison,  reducing  recidivism  is  a  hu 
challenge — and  the  key  to  taming 
rections  budgets.  The  idea  of  turni 
prisons  into  rehabilitation  centers  w 
abandoned  a  decade  ago.  Treatment 
substance  abuse,  a  problem  for  mo: 
and  more  inmates,  remains  underfunde 
But  one  goal  of  boot  camp  is  to  ke^ 
first-timers  out  of  a  hard-core  enviro 


ANSWERS  TO  A  $20  BILLION  QUESTION  i 


Recent  alternatives  to  traditional  prisons  include 


80  BUSINESS  WEti-  M.--, ;  c, 


Employing  California  inmates  as  TWA  reservations  agents,  and 

SOCIAL  ISS, 
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nent  where  they  might 

)ecome  hardened  crooks. 

\.nd  there  is  an  increas- 

ng  emphasis  on  juvenile 

)ffenders,  where  rehabili- 

ation  has  worked  best. 
Some  joint  ventures  be- 

ween  private  industry 

md  prisons  seem  to  im- 

)rove  the  odds  of  staying 

m  the  straight  and  nar- 

ow.  The  Cahfornia  pro- 

:ram  let  twa  clerk  Stan- 

?y  learn  job  skills,  pay 

3,000  in  room,  board, 

nd  restitution  to  crime 

ictims  and  build  a  $4,500 

est  egg.  Of  the  28  in- 
i  lates  who  graduated, 
!  nly  two  have  returned, 
I  ompared  with  a  60%  recidivism  rate  for 
j  outhful  offenders  in  general.  Only  the 
-  lOSt  promising  are  enrolled,  however. 

aid  at  $27,000  a  year  per  inmate,  the 
I  rogram  offers  no  instant  cost  advan- 

ige.  Still,  "if  we  can  keep  an  individual 
i  n  the  streets  and  gainfully  employed," 
i  ays  Fred  F.  Mills,  director  of  the  Cali- 
j  Drnia  program,  "that's  where  the  real 

avings  come  in." 
'  tAMSTRUNG.'  Last  year,  joint  ventures 

etween  32  prisons  and  45  private  com- 

anies  employed  1,500  inmates  nation- 

'ide.  Employers  pay  market  wages — to 

le  state  and  the  inmates — but  save  on 

enefits,  which  can  add  up  to  35%-  of 

jmpensation  costs.  They  also  get  a  flex- 

)le  work  force  that  can  be  hired,  fired, 

r  kept  inactive  as  needed.  But  inmates 

jquire  more  training  and  are  often  less 
;  reductive  than  other  hires.  Such  pro- 
I  rams  are  often  criticized  for  taking 
'  lbs  away  from  other  workers  or  for 

iving  employers  a  cost  advantage. 
Economic  pressures  also  are  forcing 

risons  to  move  to  new  industries — be- 

ond  farming,  road  work,  and  making 


AMERICA'S  SWELLING  PRISON  POPULATION 


spiracy, 
earns  81 
Laws 


Giving  Georgia  first-timers  the  'boot  camp'  treatment 


clothes  and  license  plates.  South  Caroli- 
na uses  inmates  to  build  prisons  and 
restore  old  buses.  The  federal  prison  in- 
dustry, Unicor,  makes  sophisticated  elec- 
tronic cabling,  among  other  products, 
for  the  Defense  Dept.  "It's  as  close  to  a 
business  as  it  can  get,"  asserts  Jake 
Butcher,  a  former  Tennessee  banker 
serving  a  20-year  term  for  fraud,  con- 
and  income-tax  evasion,  who 
t  an  hour  as  a  Unicor  clerk, 
restrict  prison  industries  from 
competing  with  outside  businesses,  limit- 
ing their  growth.  Most  administrators 
still  put  more  importance  on  filling  idle 
inmate  time  than  on  profits.  Although 
Unicor  rings  up  annual  sales  of  $300 
million,  it  lost  money  last  year,  while  the 
federal  prison  budget  grew  23%,  to 
$933.7  million.  And  during  a  12-day  pris- 
on riot  by  Cuban  detainees  in  Atlanta 
last  year,  former  Oxford  Industries  Inc. 
plant  superintendent  Charles  W.  Young, 
who  now  heads  R&D  for  Unicor's  textile 
division,  found  himself  with  an  automat- 
ic rifle  in  his  hands,  wondering  if  he 
might  have  to  shoot  some  of  his  work- 
ers. Young  watched 
helplessly  as  his  fac- 
tory burned  to  the 
ground.  "Unicor  tries  to 
be  a  business,"  sighs 
Young,  "but  we  are 
hamstrung." 

Still,  a  new  breed  of 
prison  administrator  is 
taking  a  business  ap- 
proach to  corrections. 
Georgia  Corrections 
Commissioner  David  C. 
Evans,  an  iMBA  and  ac- 
countant, reorganized 
prison  food  production 
into  a  self-supporting 
business,  saving  $2  mil- 
lion annually. 

Like  Evans,  many 
prison  administrators, 
faced  with  the  prospect 
of  yet  another  doubling 


of  the  prison  population 
by  1998,  believe  they 
can't  build  their  way  out 
of  the  overcrowding 
problem.  Some  now  sup- 
port alternatives  to  stan- 
dard prison  sentences, 
particularly  for  the  45% 
of  prisoners  convicted  of 
nonviolent  crimes  such  as 
drug  abuse,  burglary,  or 
drunk  driving. 

About  35  states  assign 
nonviolent  offenders  to 
so-called  intensive  super- 
vision. In  Georgia,  proba- 
tioners meet  with  an  offi- 
cer five  times  a  week. 
They  are  expected  to  find 
and  hold  jobs,  perform 
community  service  work,  and  submit  to 
random  drug  tests  and  home  curfew 
checks.  At  $6  per  day,  the  cost  is  far 
below  Georgia's  $32  state  prison  tab. 
HOME  HANDCUFFS.  A  more  severe  ver- 
sion called  "house  arrest"  lets  detainees 
leave  home  only  for  work,  job  hunting, 
addiction  treatment,  or  other  care.  Their 
comings  and  goings  are  monitored  elec- 
tronically. If  they  walk  out  the  door,  an 
electronic  bracelet  triggers  an  alarm.  Or 
their  wrist  band  may  have  to  be  touched 
to  the  phone  during  random  check-in 
calls  from  authorities.  One  device  tests 
offenders'  breath  for  alcohol,  then  sends 
in  results  by  phone.  Some  14,000  men 
and  women  nationally  are  under  elec- 
tronic house  arrest. 

As  a  model  of  prudent  resource  alloca- 
tion, some  prison  reformers  point  to 
Minnesota,  which  simply  makes  state 
prison  its  destination  of  last  resort. 
"There  is  no  vaccine  for  crime,"  says 
Minnesota  Correctional  System  Commis- 
sioner Orville  B.  Pung.  "But  sometimes 
we  send  people  to  the  Mayo  Clinic  when 
outpatient  treatment  will  do."  Using 
guidelines  based  on  an  offender's  crime 
and  record,  judges  may  sentence  a  per- 
son to  a  community-based  detention  cen- 
ter, halfway  house,  or  various  forms  of 
probation,  as  well  as  prison. 

With  lesser  offenders  sent  elsewhere, 
Minnesota  state  prisons  have  room  to 
hold  inmates  longer.  Other  jurisdictions 
often  find  overcrowding  requires  early 
parole.  Indeed,  institutions  in  dozens  of 
states  are  under  court  order  to  reduce 
overcrowding  and  free  up  beds — mean- 
ing that  get-tough  sentencing  is  actually 
forcing  more  inmates  to  be  released  ear- 
ly. So,  while  judges  quadrupled  the 
length  of  prison  sentences  between  1965 
and  1985,  the  actual  time  served  has  re- 
mained constant,  notes  Todd  R.  Clear,  a 
criminal  justice  professor  at  Rutgers 
University.  And  many  of  those  released 
early  will  commit  new  crimes — the  most 
expensive  outcome  of  all. 

Bi/  Scott  Ticcr  in  Atlanta 
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Just  going  out  for  a  drive  takes  on  a  whole 
new  meaning  in  the  Mazda  626  LX.  Because 
626  includes  a  level  of  luxury  and  performance 
you  may  not  expect  in  an  automobile  so  well 
suited  to  so  many  requirements. 
The  look  and  feel  of  a  European  road  car. 
The  626  features  classic  exterior  lines  and  one 
of  the  most  spacious  cabins  in  its  class.  Its 


iited-warranty  details  *  *  Manuiacturer's  suggested  retail  pnce  (LX  model  shewn  j  Actual  price  si))* 

sophisticated  amenities  include  AM/FM  sterejiidaiy^i^g 
cassette,  power  windows,  door  locks  and  mirrjf  ritjrgjpQ^ 
plus  a  multi-adjustable  driver's  seat.  And  th«  511^^  pj, 
626  is  also  available  in  a  5-door  Touring  Seaf  sgjo^^jj^j 
Its  large  hatch  and  folding  rear  seatbacks  (sta-  iijpgg^' 
dard  on  all  models)  provide  wagon-like  versatt?  jj^j^^uj^ 
World-class  driving  performance.  The  Mai  .^111^^. 
626 's  2.2-litre  engine  and  patented  Twin  |Sicesstafti 


Md^da  Motor  of  America,  I: 


f  ezoidal  Linkage  rear  suspension  are  at  the 
I'  1  of  its  responsive  performance  and  precise, 
\\  ?  handling.  Five-speed  manual  overdrive 
r  smission  is  standard  on  626  with  an  optional 

ode,  4-speed  automatic  available.  And  it's 
li  acked  by  a  "bumper-to-bumper,"  36-month 
»  0,000-mile  warranty -the  best  in  its  class. 
^  1  prices  starting  as  low  as  ^13,399,**  you 


will  also  find  that  buying  a  Mazda  626  can 
be  just  as  much  fun  as  driving  one.  So  for 
more  information, call  this  toll-free  number: 
800-424-0202,  ext.  716.  And  find  out  more 
about  the  sedan  that's  designed  to  exhilarate. 

The  Mazda  626 


Iports  Business 


Ask  about 
competitive 
yield  with  no 
junk. 

Lf  you're  like  many  bond  fund  investors 
today,  you're  concerned  about  the 
safety  of  your  money.  TTiat's  why 
Twentieth  Century  Investors  has  five 
no-load  fixed  income  funds  that  invest 
only  in  high-quality  bonds  -  no  junk. 
For  information  about  Twentieth 
Century  Investors,  including  charges 
and  expenses,  call  or  write  for  a  free 
Information  Kit  and  Prospectus. 

Ask  for  your  free 
Guide  to  Cutting  Risk. 

1-800-345-2021 


P,()  Box4192(.K).  Kansas Cily.  MO  fi4141-6L'IKI 

Please  read  the  Prospectus  carefully 
before  investing. 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  -i-  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

National — Regional — Local: 

Directories     Custom  reports 
Databases       Mailing  lists 

FREE  Information  Kit;  1-800-843-8036 


1  Market  Street,  PO  Box  81281 
Wellesley  Hills,  MA  02181 
(617)237-2001  ■  Fax  (617)237-3235 
Tlx  497-2961  CRPTECH 
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HORSE  RACING  I 


HAS  RACING  STAKED  ' 
ITS  FUTURE  ON  A  BAD  PONY? 


Simulcasting  hasn't  helped  stop  the  slide  in  attendance 


You  would  be  hard-pressed  these 
days  to  find  a  happier  guy  than 
Gerald  Lawrence,  general  man- 
ager of  Churchill  Downs,  home  of  the 
Kentucky  Derby.  Not  only  does  he  ex- 
pect 135,000  racegoers  to  bask  in  the 
pageantry  of  the  Derby  on  May  6,  but 
he  also  plans  to  telecast  the  race  nation- 
wide to  about  119  racetracks  and  off- 
track  betting  facilities  chock  full  of 
horseplayers.  "Christmas  in  May"  is 
how  Lawrence  and  others  associated 
with  the  track  describe  the  annual  race. 

Indeed,  just  the  $2  million  Lawrence 
expects  to  net  on  Derby  Day  from  bet- 
tors outside  Kentucky  makes  it  seem  as 
if  Santa  Claus  decided  to  take  up  resi- 
dence in  Louisville.  The  boost  from  off- 
track  telecasting  and  betting  has  been 
an  important  element  in  rejuvenating 
the  once-stagnant  track,  although 
spruced-up  facilities  and  sharper  market- 
ing have  helped,  too.  Of  the  $1.86  million 
Churchill  Downs  Inc.  netted  from  off- 
track  betting  on  the  1988  Derby — consid- 
erably more  than  the  $1.1  million  cleared 
at  its  own  windows — half  went  into  rich- 
er purses,  which  attract  better  horses 
and  bigger  crowds  during  the  season. 

There's  a  hitch,  though.  After  Derby 
Day,  Lawrence  is  not  so  euphoric.  He 
shares  with  other  racing  officials  a 
gnawing  concern  about  the  long-term  ef- 
fects of  sending  and  receiving  televised 


i-aces  for  betting  purposes.  oiherwiSfl 
known  as  simulcasting.  Although  totall 
wagering  on  thoroughbred  racing  na; 
tionwide  has  increased  62%,  to  $9.5  bil] 
lion,  since  1968,  the  rise  in  betting  haij 
not  meant  a  boost  in  attendance  at  thi 
tracks.  Paid  admissions  have  fallen  19^ 
over  the  same  period.  In  fact,  Lawrenci 
contends  that  simulcasting  is  exacerbat! 
ing  the  decline:  "This  is  a  disaster  wait' 
ing  to  happen,  if  we  are  not  careful." 
AGING  RAILBIRDS.  Why?  Simulcastinj 
has  not  fulfilled  hopes  of  broadeninj., 
racing's  appeal.  It  has  only  made  it  eas)i| 
er  for  experienced  railbirds  to  bet  more 
often.  This  is  a  problem  because  tha 
crowd  is  growing  older  and  dwindling  ii 
number.  That  has  placed  Churchil 
Downs  and  other  tracks  like  it  in  a  horS' 
race  to  fill  their  grandstands  with  ne\ 
fans.  Says  Ogden  M.  Phipps,  presiden 
of  the  Jockey  Club  in  New  York:  "Th 
industry  must  do  two  things — lure  peci 
pie  to  the  track  and  educate  them." 

That's  no  easy  task.  "Pitiful  is  ho\ 
you  can  describe  the  racing  industry'' 
attempt  to  bring  in  new  fans,"  says  Ke; 
Alhadeff,  executive  vice-president  o[ 
Longacres  Race  Course  in  the  SeattI 
suburb  of  Renton.  "  Kids  grow  up  wit 
football,"  he  says,  "but  horse  racing  n 
mains  a  m.ystery  to  most  of  us.  Simui 
casting  won't  be  the  savior  of  racingj 
The  savior  of  racing  will  be  our  ability  t 
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SPORTS  BUSINEH 


"Some  very  important  people  asked  us  to  list 
on  the  NYSE.  Our  shareholders  " 

"Individual  and  institutional  investors  alike  asked  the  same  question:  Shouldn't 
we  be  listed  on  the  New  York  Stock  Exchange?  BLOCKBUSTER  Video"  is  the  nations 
largest  and  the  worlds  fastest  growing  retail  video  chain.  So,  it  made  sense  for  us  to 
list  on  the  worlds  premier  equities  market.  Our  move  to  the  NYSE  from  the  over-the- 
counter  market  sends  a  strong  signal  to  all  those  who  contribute  to  and  participate 
in  our  growth.  For  us,  its  a  blockbuster  move." 

The  most  liquidity.  The  highest  visibility  The  fairest  pricing.  The  broadest 
access  to  the  greatest  number  of  investors.  Just  a  few  of  the  reasons  why  so  many 
outstanding  companies  list  their  shares  on  the  New  York  Stock  Exchange. 


'  H.  Wayne  Huizenga, 
'  Chairman  and  CEO 
'BLOCKBUSTER 
Entertainment  Corporation 


♦  ♦  <^ 


Quality,  Innovation,  and  Customer  Satisfaction. 


At  Acer,  we  have  transformed  our  cor- 
porate values  of  quality,  innovation,  and 
customer  satisfaction  into  a  full  spectrum 
of  computing  solutions  to  meet  all  of  your 
needs. 

Acer  quality  comes  from  investment.  An 
investment  in  technology.  An  investment 
in  human  prowess.  Acer  quality  is  the 
result  of  globally  orchestrated  teamwork 
and  comes  from  channeling  over  20  per- 
cent of  our  human  talent  into  innovative 
research  and  development. 


Innovation  is  a  way  of  life  at  Acer.  Our 
decentralized  management  philosophy 
gives  our  people  free  reign  to  maximizd 
their  creative  potentials,  giving  you  sue  i 
technological  innovations  as  our  uniqu( 
No  Waste™  multiprocessor  technology 
and  a  full  line  of  award  winning  compur 
products.  And  Acer  innovation  doesn't 
stop  here.  Acer's  proximity  to  the  worlt 
markets  keeps  us  in  touch  with  your 
changing  needs  to  ensure  you  a  constit: 
stream  of  innovative  products  tailored  t 
suit  your  toughest  demands.  Giving  yoi 
the  power  to  create  innovative,  total 
business  solutions. 


Acen 

The  Speclium  of  Viilue. 


(/hat  this  means 
)r  you  is  simple, 
lo  matter  how  small 
ou  start,  or  how  far  you  want 
)  go,  Acer  can  meet  your  needs. 

of  them.  And  Acer  backs  up  its 
omputing  solutions  with  over  12  years  of 
xperience  and  a  global  distributorship 
ncompassing  more  than  70  countries 
'ith  over  10,000  dealers  worldwide,  putting 
ustomer  service  only  a  phone  call  away. 

cer. 

ased  on  the  right  values. 


Business  Scope 

-  Mini  Computers,  Super-minis 

-  PC/XT/AT,  Super  386,  PS/2  Senes 

-  lAH.  Servers,  Stations,  Modems 

-  Laser  Printers,  Mice,  Monitors 

-  Application  Specific  Integrated  Circuits  (ASIC) 


XT,  AT  and  PS/2  are  registered  trademarks  of  International  Business 
Machines  Corporation  386  is  a  trademark  of  Intel  Corp 
No  Waste  is  the  trademark  ot  Acer  Counterpoint  Inc 


ACBR 


The  Word  for  Value 


WTiat  to  expect 
from  your  personal  account  executive 
in  Tiffany's  Corporate  Division* 

Countless  original  gift  ideas 
for  anv  business  occasion. 

Handsome  dining  accessories 
that  proudly  bear  vour  company  logo. 

A  custom-tailored  seryice 
recognition  program  that  treats 
your  employees  to  the  best. 

Trophies  of  distinction  in  the  tradition 
of  the  Belmont  trophy,  the  Super  Bowl  trophy 
and  the  Breeder's  Cup. 

Sales  incentiye  awards  that  mean  business. 

The  famous  Titfan\  blue  box. 

To  receiye  a  catalogue, 
open  an  account  or  place 
an  order,  call  800-423-2394. 

Tiffany  &  Co. 

NE^'YORK  BEVERLY  HILLS  CHICAGO  DALLAS  HCLSTOS  PHILADELPH: 
A-LAS-A  SAN  FRANCISCO  XASH:NC-rNO:  rHTF.O:?  COSTA  VESA  : 


0 


Stop  wasting  time. 

Countless  productive  hours  are  wasted  playing  phone  tag.  With 
Omninote,  a  new  time-saving  desktop  message  s>'stem,  you  can  send 
and  receive  concise  printed  messages  throughout  your 
company  in  seconds.  It  bypasses  phone  tag.  cuts 
workflow  interruptions  and  helps  you  do  more 
work  in  less  time.  Plus.  Omninote  communi- 
cates internally  over  existing  power  lines  and 

externally  over  phone  lines.  No  re^viring  ^^^m^mmf^^^^^^ 

is  needed.  Don't  waste  another  minute.  ^^^^^jjj^^^^^^^J 


Call  1-800-848-1987. 


It  Beats  Talking! 


attract  new  fans  by  ripping  dowT.  :r.  i 
intimidation  factor." 

Longacres  is  trying  to  develop  a  stra:  i 
egy-  to  bring  in  the  uninitiated.  It  passe 
out  a  "First  Timer's  Kit"  explaining  hov 
to  read  the  Daily  Racing  Form.  Anc 
there's  also  a  ""New  Comer's  Comer, 
where  an  ex-jockey  explains  the  arcan 
science  of  handicapping  and  betting. 
VENERABLE  OVAL.  Churchill  Downs  ha 
some  tnings  going  for  it  that  other  ma 
jor  tracks  lack,  however — foremost  be 
ing  that  horse  racing  is  an  integral  par 
of  Kentucky  social  life.  As  a  result,  th. 
11.5-year-old  track  doesn't  have  as  hard 
problem  attracting  new  racing  fans,  am 
it  doesn't  need  to  run  handicapping  sera 
nars.  But  its  facilities  were  showin] 
their  age.  In  the  past  four  years,  clut 
houses  in  the  white  clapboard,  twir 
spired  grandstand  have  been  redone,  r€ 
plete  with  plush  carpets  and  white  line: 
tablecloths.  And  now  fans  can  get  a  bel 


THE  SIMULCASTING  PAYOFF 


Res  j^ts  CI  ^.L/Scc-^ircuii  or 

1988  Kentuc'Kv-  Derby  to  betting  outlets 

Totol  wog&rs  at  simulcast  outlets 

525,500,000 

Less:    Stole  taxes 

880,000 

Bettors'  winnings 

20,900,000 

Simulcast  outlets'  share 

1,860,000 

Churchill  Downs'  simukost  share 

51,860,000 

iTA  OKIRCHSJ.  DOWNS  INC 


ter  view  of  the  horses  before  a  race 
In  addition  to  the  .525  milUon  refui 
bishing  program.  Churchill  Downs'  mar 
agement  has  had  to  learn  to  mai'ket  th< 
venerable  oval.  It  now  offers  fans  th 
opportunit}-  to  attend  receptions  fo 
jockeys  and  is  pushing  hard  to  increas 
group  sales,  which  currently  represe: 
about  15^c  of  the  track's  total  annus 
attendance  of  1.2  million.  One  prime  tai 
get  is  Kentucky-based  companies 
They're  being  urged  to  reward  emploj 
ees  with  a  day  at  the  races. 

Here  again  there's  a  problem,  howe\ 
er.  Although  Churchill  Downs  doesn't  s 
mulcast  the  Derby  locally,  for  fear  o 
cannibalizing  attendance,  the  track  doe 
simulcast  regular-season  races.  So  it  ha 
stopped  advertising  to  northern  an 
western  Kentucky  and  Cincinnati  b( 
cause  those  areas  receive  the  broac 
casts.  Instead,  management  has  had  t 
concentrate  much  of  the  track's  annua 
.§1  million  promotion  budget  in  such  fai 
away  places  as  Indianapolis  and  Nasi 
ville.  And  if  Churchill  Downs  can't  af 
tract  the  folks  in  those  areas  to  the  twi 
spires  after  Derby  Day,  there  may  no 
be  much  hope  for  growth  at  the  nation' 
less  storied  racetracks. 

By  Stephen  Phillips  in  Louisvill 
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Give  us  your 
tired  Heraies^ 
Hartmann^ 
Vuitton^  Gucci 
and  Mark  Cross. 


The  Great  Mark  Cross  Luggage  Trade^Up  is  on. 
From  now  until  June  30, 1989,  that  old  luggage  will  get  you 
a  credit  towards  the  purchase  of  any  new 
Mark  Cross  luggage  in  any  Mark  Cross  store. 
Bring  it  in  for  an  appraisal  soon! 


S H 10 


New  York:  Fifth  Avenue,  World  Financial  Center 
San  Francisco  •  Bal  Harbour  Shops  •  Atlanta  •  Troy  •  Houston  •  Dallas  •  South  Coast  Plaza  •  Beverly  Hills  •  Boston 
Chicago  •  St.  Louis  •  Colorado  Springs  •  The  Mall  At  Short  Hills  •  Palm  Beach  •  Washington,  D.C. 
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RAIDERS  I 


BOONE  PICKENS, 
SAMURAI  WARRIOR 


He  stirs  up  Tokyo  and  grandstands  for  the  folks  at  home 


The  corporate  raider  was  in  his  ele- 
ment. T.  Boone  Pickens  had  paid 
roughly  $770  million  for  20%  of 
Koito  Manufacturing  Co.,  a  major  Japa- 
nese auto  parts  maker,  and  in  mid-April 
he  traveled  to  Japan  to  press  for  greater 
shareholders'  rights.  Everywhere  he 
went,  television  cameras  and 
reporters  swarmed  around 
him.  At  a  luncheon  in  Tokyo's 
New  Otani  Hotel,  350  people 
crowded  in,  forcing  the  orga- 
nizers to  move  the  session  to  a 
larger  auditorium.  Next  came 
a  lively  press  conference  at- 
tended by  more  than  100  re- 
porters. The  question  on  ev- 
eryone's lips:  What  does 
Pickens  want?  Says  a  col- 
league at  Boone  Co.,  one  of  his 
investment  firms:  "It  felt  a  lot 
like  the  Gulf  Oil  days." 
SUFFERING.  That  speaks  vol- 
umes about  Pickens'  motives. 
Once  America's  most  feared 
raider,  he  racked  up  nearly 
$400  million  from  a  run  at  Gulf 
Oil  Co.  in  1984.  But  in  recent 
years,  he  has  seemed  more 
like  a  minnow  than  a  shark. 
Since  1986,  he  has  made  three 
hostile  raids,  all  of  them  un- 
successful. Thanks  to  plunging 
gas  prices,  his  huge  invest- 
ment in  natural  gas  properties  has  suf- 
fered. Now,  Pickens  plans  to  run  for 
governor  of  Texas  in  the  1990  election, 
but  among  Republicans  he's  a  distant 
third  in  the  polls.  What  better  way  to 
raise  his  profile — and  wave  the  Ameri- 
can flag — than  to  take  on  Japan? 

Pickens,  60,  natu- 
rally offers  a  differ- 
ent explanation.  He 
insists  his  goal  is  not 
to  toot  his  own  horn 
or  even  to  frighten 
Koito  into  buying 
back  his  stock  at  a 
premium.  He  says  he 
wants  to  squeeze 
more  profits  from 
Koito,  which  earned 
$26  million  last  year 
on  sales  of  $815  mil- 


lion. That,  he  argues,  could  stir  up  a 
shareholder  rebellion,  cracking  open  the 
cozy  $3.4  trillion  Japanese  stock  market 
to  other  foreign  investors. 

Whatever  his  motives,  Pickens  faces 
enormous  hurdles.  There  ai'e  deep  cul- 
tural and  economic  reasons  behind  Ja- 
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pan's  interlocking  shareholding  system, 
where  friendly  investors — often  affiliat- 
ed companies  or  banks — control  large 
blocks  of  a  given  company's  stock. 
Along  with  other  allies,  Toyota  Motor 
Corp. — Koito's  biggest  customer — holds 
627'  of  Koito's  stock.  None  is  eager  to 


FROM  AMARIILO  TO  TOKYO:  BOONE'S  ROAD  TO  JAPAN 


SUMMER,  1988  Japanese  investor 
Kitaro  VVatanabe,  who  holds  a  large 
block  of  Koito's  stock,  approaches 
Toyota  to  buy  him  out.  Toyota  refuses. 
NOVEMBER,  1988  Raider  T.  Boone 
Pickens  meets  Watanabe  in  Amarillo, 
Tex.,  to  discuss  buying  his  Koito  stake. 
MARCH,  1989  After  10  meetings,  Pick- 
ens acquires  20%  of  Koito  for  an  esti- 
mated $770  million.  Shocked,  Koito 
asks  Japanese  Finance  Ministi-y  to  re- 


view Pickens'  investment  and  refuses 
to  register  his  stock. 
APRIL,  1989  Pickens  travels  to  Japan, 
where  he  raises  a  fuss  about  sharehold- 
ers' rights.  Koito  grudgingly  drops  op- 
position to  Pickens'  registration  and 
meets  with  him. 

JUNE,  1989  Koito  will  have  its  annual 
meeting,  where  company  officials  ex- 
pect Pickens  to  apply  for  representa- 
tion on  its  board. 


let  Pickens  whip  up  a  shareholder  frenzy 
and  shatter  those  close  relationships. 

Yet  Pickens'  surprise  attack  may  hav(i 
given  him  an  edge.  When  Japan's  Fi 
nance  Ministry  denied  Koito's  request  t( 
block  Pickens'  investment,  Koito  grudg' 
ingly  agreed  to  a  meeting.  In  a  one-houi! 
session  on  Apr.  20,  Pickens  asked  Koit(| 
officials  for  board  seats  and  bigger  divij 
dends.  He  is  expected  to  make  formaj 
proposals  before  Koito's  annual  meetin 
in  June.  "The  Japanese  market  will  ope 
up,"  he  vows.  "We're  just  seeing  th 
beginning." 

Pickens  got  interested  in  Koito  las 
November  when  he  was  introduced  tci 
Japanese  investor  Kitaro  Watanabe,  55 
who  made  a  fortune  as  a  used-car  deal! 
er.  In  recent  years,  Watanabe  has  ex| 
panded  heavily  into  real  esta 
and  stock  investments,  emergi 
ing  as  a  leading  raider  in  Ja| 
pan.  But  after  buying  up  t( 
25%  of  Koito  last  year,  Wata 
nabe  had  been  trying  to  sel 
his  stake  at  a  big  profit  t( 
Toyota,  which  had  paid  off 
greenmailer  a  year  earlier 
This  time,  Toyota  refused 
With  few  prospects  at  home 
Watanabe  flew  to  Amarillo 
Tex.,  to  meet  with  Pickens. 
BAD  LUCK.  Pickens  was  leer 
about  jumping  into  an  unfamil 
iar  market.  But  after  10  dis 
cussions  with  Watanabe,  the 
hammered  out  a  deal  in  March 
Pickens  won't  describe  thei 
pact,  but  sources  believe  it  in 
eludes  an  agreement  by  Wa 
tanabe  to  buy  back  Pickens 
20%  at  a  set  price,  minimizing 
his  exposure  should  the  stoci 
fall.  Says  one  merger  special 
ist  who  has  dealt  with  him 
"Pickens  isn't  the  kind  of  gu; 
who  forgets  to  leave  himself  an  out. 

At  least  not  usually.  Through  Mes 
Petroleum  Co.,  which  he  founded  ii 
1964,  Pickens  burst  onto  the  scene  in  th 
early  1980s  with  flamboyant  raids  oi 
Big  Oil.  Assaults  on  Cities  Service,  Gulf 
and  Philips  Petroleum  brought  hin 
more  than  $500  mil 
lion.  But  in  1985 
when  he  bought 
13.6%-  stake  in  Unc 
cal,  it  fought  him  of 
with  a  stock  buybacl 
program  that  exclud 
ed  Pickens.  Late, 
bids  for  Newmon 
Mining,  Homestaki 
Mining,  and  KN  Enei 
gy  fizzled. 

"The  bad  luck  ha: 
continued.  Since  cor 


PEOF 


Here's  something  to  smile  about.  With  our  new  after- 
noon service,  an  Overnight  Letter  costs  as  low  as  $8.25 
when  you  drop  it  off  at  one  of  our  many  convenient  drop 
—    "  off  locations.This  new  service  applies  to  documents  and 
FCPEx  LETTER   igj-j-g^^    |.q  fj^g  pQunds  In  Federal  Express  packaging. 

SAVE  UP  TO  50%  WITH  FEDEX  STANDARD  OVERNIGHT  SERVKE. 


'Service  availability  is  limited  and  some  restr iclions  apply  CafI  Federal  Express  tor  details  ©  1989  Federal  Express  Corporation 


We  have  a  way  of  bringing 


I 


The  organizers  of  a  major  national  sports 
competition  had  a  slight  coordination  problem. 
How  to  link  34  different  events,  spread  out 
over  6  cities.  Not  to  mention  how  to  go 
about  connecting  TY  crews  to  their  networks. 
Technicians  to  their  equipment.  And  the 
public  to  all  kinds  of  important  information. 


So  they  talked  to  us.  And  we  wrestled 
with  a  few  ideas.  Then  developed  the  most 
far-reaching  communications  system  of  its 
kind. 

How? 

With  intricate  teamwork.  And  carefully 
planned  coordination. 


"ipaniejiiiKi; 


3eople  closer  together. 


We  sought  out  the  best  equipment  and 
ervices.  Then  synchronized  advanced  tech- 
ologies,  computer  systems  and  telephone 
ompanies  into  a  smooth  running  voice  and 
ata  network. 

Perhaps  our  greatest  comphment  was  that 
ardly  anyone  reahzed  we  were  there. 


Which  is  fine  with  us.  Because  we  feel  it's 
always  better  to  be  heard  and  not  seen. 

You  see  at  GTE,  it's  not  just  communica- 
tions we  offer,  it's  solutions. 
Call  us.  For  any 
event.  Call 
1-800-225-5483. 


SB 


THE  POWER  IS  ON 


I. 


verting  Mesa  into  a  limited  partnership 
in  1985,  Picl<ens  has  snapped  up  $1.7 
bilHon  worth  of  producing  gas  reserves. 
But  lately,  Mesa  has  been  hurt  by 
slumping  gas  prices,  and  in  March,  Pick- 
ens had  to  cut  the  partnership's  distribu- 
tions by  257c',  to  $1.50  a  unit.  He  has 
continued  to  show  a  profit  by  dabbling 
in  arbitrage  investments,  taking  stakes 
in  companies  such  as  Polaroid,  Hospital 
Corp.  of  America,  RJR  Nabisco,  and  Pills- 
bury.  In  the  first  quarter  of  1989  he  had 
trading  gains  of  $42  million,  allowing 
Mesa  to  report  earnings  of  $14.6  million. 
STOCK  SHOCK.  Through  it  all,  Pickens 
has  remained  as  feisty  as  ever.  Lately  he 
has  spent  a  good  portion  of  his  time 
battling  Amarillo.  Last  year,  the  city 
sued  Mesa  to  get  Pickens  to  reduce  the 
cost  of  the  gas  it  sells  to  Amarillo's  utili- 
ty company.  Pickens  responded  with  a 
barrage  of  full-page  "Mesa  Messages" 
in  the  local  paper,  arguing  that  his  price 
was  fair.  He  also  threatened  to  quit  hir- 
ing in  Amarillo.  The  dispute  was  settled 
in  March,  with  the  city  agreeing  to  a 
higher  price  than  it  wanted. 

On  his  recent  trip  to  Japan,  Pickens 
wisely  left  such  tough  tactics  at  home. 
He  appeared  jovial  and  at  ease,  regaling 
Japanese  reporters  with  jokes  about 


rough  times  in  the  oil  patch.  At  one 
meeting,  when  an  analyst  mentioned 
that  she  had  profited  from  an  invest- 
ment in  Mesa  Petroleum  stock,  Pickens 
drew  a  big  laugh  by  quipping:  "Uh,  ev- 
eryone, this  is  my  daughter."  Most  of 
the  time,  though,  his  topic  was  a  familiar 
one:  shareholders'  rights. 
The  message  was  met  with  interest, 


The  Tokyo  market  doesn't 

seem  to  take  Pickens 
seriously.  Koito  stock  has 
fallen  25%  since  he  jumped  in 


but  it's  not  as  if  Koito's  shareholders 
were  crying  for  Pickens'  help.  The  com- 
pany is  an  industry  leader  in  automotive 
lighting,  which  accounts  for  92%  of 
sales,  with  a  debt-free  balance  sheet  and 
an  established  track  record  of  successful 
products.  Its  stock  sells  at  210  times 
earnings,  lofty  even  by  Tokyo  standards. 
Most  of  its  sales  are  in  Japan,  with 
Toyota  accounting  for  45%  of  its  reve- 
nues. Conceivably,  Pickens  could  steer 


Koito  into  new  markets.  He  could  alsi 
try  to  eliminate  Toyota's  hefty  discount 
on  products.  But  Koito  already  enjoy; 
operating  margins  of  more  than  4%— 
compared  with  2%  for  many  Nissan  sup 
pliers.  Few  experts  believe  Pickens  cai 
improve  that  kind  of  performance. 
.  The  Tokyo  market,  for  one,  doesn' 
seem  to  take  Pickens  very  seriously.  Af 
ter  rising  eightfold  since  1987,  Koito' 
stock  has  tumbled  about  25%  since  Pick 
ens  jumped  in.  It's  now  trading  at  4,05( 
yen,  or  around  $31.  Further  decline; 
could  send  him  scrambling  for  cover 
Japanese  law  prohibits  Koito  from  buy 
ing  its  own  stock,  but  analysts  believr 
that  Toyota  could  easily  shed  Pickens  bj 
buying  him  out  at  a  small  premium.  1 
Yet  in  at  least  one  respect,  Pickens  i 
in  a  position  of  strength:  His  railing 
against  Japan's  closed  markets  may  ai 
ready  have  the  government  over  a  bar 
rel.  Should  Tokyo  try  to  block  him  fron 
exerting  more  control,  he  will  hav 
"enough  ammunition  to  work  them  ove 
in  the  U.  S.  for  months,"  says  a  sourei 
close  to  Pickens.  If  he's  serious  abou| 
running  for  governor,  that  may  be  all  hi 
wanted  in  the  first  place. 

By  Mark  Ivey  in  Amarillo,  with  Tec 
Holden  in  Tokyo 


Two  V%s  To  Impress  A  Client  For 
Under  A  Mfllion  Dollars. 


1977  Cessna  Citation  I  (Pre-Owned) 
$977000 


GBCl -Step  Binding  System 
$99.95 


Though  it  doesn't  seat  six  or  have  weather  radai;  tlie  GBC  1-Step™  will  make  you 
look  like  a  million.  Because  it  produces  perfect,  invisibly-bound  gbc. 
documents  in  under  60  seconds,  without  tape,  fasteners  or  hole- 
punching.  And  the  unit  is  so  compact,  you  can  even  park  it  in     -    ^  It's  never  been 
a  briefcase.  The  GBC  1-Step.  Where  you  buy  office  suppHes.      "^so  easy  to  look  so  good. 

CBC  1-Step  IS  a  trademark  ol  GRC  (General  Bindinj;  CorporaDon)  For  inloniiauon,  lall  I-XOO-DIAL-GBC 
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h  a  Menf  Lynch  CMAa(xx)unt 
your  money  is  woiidng  hard 
even  when  you're  not 


You'd  like  to  manage  your  assets 
more  effectively  but  there  are  a  lot 
of  things  you'd  rather  be  doing  than 
watching  your  money 

That's  where  the  Merrill  Lynch 
Cash  Management  Account" 
financial  service  and  your  Financial 
Consultant  can  help. 

The  CMA  account  is  a  convenient, 
flexible  way  to  consolidate  your 
personal  finances.  It  gives  you  an 
easy  way  to  hold,  manage  and 
trade  bonds,  stocks,  CDs,  money 
funds  and  even  tax-advantaged 
investments. 

Your  money  can  be  working  for 

•Shares  of  (he  money  market  funds  are  not  insured. 
<9l989  Merrill  Lynch.  Pierce.  Fenner  &  Smith  Ine  Member  SIPC 


you  virtually  all  the  time.  Dividends, 
interest  and  cash  balances  can 
be  automatically  invested  in  your 
choice  of  several  money  market 
funds*  or  they  can  be  deposited 
through  the  Insured  Savings'" 
Account  arrangement.  And  you 
enjoy  easy  access  to  cash  when 
you  need  it  with  checks  and  a 
Visa"  card. 

Best  of  all,  you  have  the  advantage 
of  the  professional  assistance  of  a 
Merrill  Lynch  Financial  Consultant 
who  can  help  you  plan  an  investment 
strategy  that's  right  for  you. 

Let  us  show  you  how  hard  a 


Merrill  Lynch  CMA  account  can 
work  for  you. 

For  more  complete  information  and 
prospectuses  on  the  CMA 
money  funds,  Including  all  charges 
and  expenses,  call  your  local 
Merrill  Lynch  office  or  toll-free 
1-800-637-7455,  exi  6472.  Be  sure 
to  read  the  prospectuses  carefully 
before  you  invest  or  send  money. 


Merrill  Lynch 

A  tradition  of  trust. 


Tandem  database  systems  are  supplying  in- 
dustry with  a  powerful  new  tool. 

Instant  information.  Information  that  manu- 
facturers are  using  to  get  a  clear  view  of  every- 
thing from  new  orders  to  work  schedules  to  the 
exact  location  of  parts.  Information  that  flows  within 
departments,  and  between  them,  too -connect- 


ing design,  planning  and  production.  And  allowini 
people  throughout  a  company  to  make  critical 
business  decisions  faster.  |  \ 

The  end  result:  an  assembly  line  free  of  inte  i*r^^'' 
ruptions,  and  products  that  get  to  market  faste  f'sctf^Jj*^ 

Our  systems  play  an  equally  important  role  i  i'-O^P^soP 
the  stock  exchanges,  where  they  keep  track  of  r  ^raW^^^ 


'd  trading  volumes.  They' re  in  banks  fronn  Tokyo 
Mew  York,  too,  helping  to  transfer  billions  of  dollars 
3ry  day.  They're  also  on  duty  at  the  nnajor  phone 
:works,  handling  nnillions  of  calls  every  hour. 

In  fact,  you  can't  find  an  industry  that  doesn't 
3  us  to  speed  production,  or  cut  costs,  or  both. 

And  that's  why  when  vast  amounts  of  informa- 


tion have  to  be  managed  without  fail,  more  and  more 
of  the  world's  largest  corporations  choose  Tandem. 

To  find  out  more  about  Tandem,  talk  to  us  at 
1-800-482-6336.  It  could  be  a  very  productive  call. 


ANUf^TUI^I^  ^ 

lANDEM  COMPUTERS 
)ENSlOPS  ^^^^^^^^^^^  » 


MOVERS  &  SHAKERS  I 


EDITED  BY  ANDREA  ROTHMAN 


TODD  VANDER  PLUYM:  MAKING  A  PILE 
IN  SAND  SCULPTURE 


The  Madonna  and  Child 
have  been  favorite  sub- 
jects for  sculptors.  They  have 
been  portrayed  in  wood,  sil- 
ver, ivory,  and  countless  other 
materials.  But  Todd  Vander 
Pluym  undoubtedly  broke 
new  ground  when  he  ren- 
dered the  famous  pair  on  the 
beach  at  Santa  Monica,  Calif. 
His  medium  of  choice:  sand. 

As  owner  of  Sand  Sculptors 
International,  Vander  Pluym, 
48,  has  built  a  thriving  busi- 
ness out  of  an  art  usually  re- 
served for  schoolchildren  on 
seaside  outings.  Using  noth- 
ing but  tightly  packed  sand 
and  water,  he  and  his  six  as- 
sistants create  castles,  drag- 
ons, and  other  fairy-tale  creatures  of  remarkable  size  and 
detail.  Last  year,  he  brought  in  nearly  $300,000  by  sculpting  at 
shopping  malls,  hotels,  and  beaches  in  12  states  and  overseas. 

Vander  Pluym  got  his  start,  naturally,  on  the  beaches  near 
his  home  in  Manhattan  Beach,  Calif.  Before  long  he  was 
winning  competitions  sponsored  by  beer  companies  and  civic 
groups.  Although  he  was  trained  as  an  architectural  drafts- 
man, he  traded  his  pens  for  a  sand  pail  in  1981. 

He  charges  anywhere  from  $800  to  $500,000  for  a  single 
work.  In  one  of  his  most  ambitious  projects,  Anheuser  Busch 
Co.  paid  him  $120,000  to  build  a  120-foot-long  row  of  buildings 
in  Albuquerque,  N.  M.,  showing  the  evolution  of  architecture 
in  the  state.  And  after  the  Washington  Redskins  beat  the 
Denver  Broncos  in  Super  Bowl  XXII  in  San  Diego,  Vander 
Pluym  recreated  a  scene  from  the  game  at  a  nearby  hotel.  No, 
the  Broncos  didn't  get  to  come  and  kick  it  down. 

By  Darid  Casfellou  in  Los  Angeles 


COPIE  LILIEN:  HEFTY  SALES 
IN  HEFTY  KIDS'  TOGS 


As  a  teenage  girl, 
Copie  Lilien  found 
it  humiliating  to  go 
shopping  for  clothes. 
Finding  items  that  fit 
was  nearly  impossible, 
and  salespeople  were 
openly  rude  to  her.  She 
weighed  200  pounds. 

At  33,  a  slimmed- 
down  Lilien  is  hoping  to 
relieve  such  trauma 
with  At  Last  Inc.,  a  company  that  specializes  in  clothes  for 
obese  children.  Lilien  runs  the  three-year-old  business  from  a 
warehouse  in  Norwood,  Mass.,  making  patterns  herself  and 
sending  them  to  local  factories  for  manufacturing.  The  compa- 
ny has  one  retail  store  in  Norwood  but  gets  most  of  its 
business  from  catalog  sales. 
The  secret  to  dressing  overweight  children  is  not  to  .squeeze 


them  into  smaller  clothes.  "We  don't  design  our  clothes  t 
camouflage  size,"  Lilien  says.  "Our  philosophy  is,  if  th 
clothes  fit  properly,  the  kids  don't  look  as  big."  At  Last's  fii's? 
line  three  years  ago  included  only  pants.  This  year's  catalog 
which  offers  clothing  for  kids  weighing  up  to  230  pounds — ha 
79  different  styles. 

After  a  slow  start,  orders  are  picking  up  fast.  Lilien  say- 
she  will  bring  in  about  $800,000  this  year,  up  from  $270,00? 
last  year,  and  she  also  expects  to  break  even  this  year  for  th 
first  time.  Until  now.  At  Last  has  survived  on  financing  fror, 
family  and  friends,  but  Lilien  hopes  to  attract  money  fror 
venture  capitalists  so  she  can  expand  the  business. 

The  potential  is  large.  A  recent  Harvard  University  stud; 
showed  that  27%  of  American  children  are  obese — that  is,  a 
least  207^  above  ideal  body  weight.  And  since  children's  appai 
el  is  already  one  of  the  fastest-growing  segments  of  the  rata 
industry,  oversized  children's  clothes  are  an  attractive  nicht 
"It's  about  time  someone  figured  it  out,"  says  Harry  Bernar 
of  Colton  Bernard  Inc.,  an  apparel  marketing  firm.  Lilie 
didn't  have  to  figure  it  out,  though — she  lived  it. 

Bi/  Robert  B.  Duffy  in  Nonvood,  Mast 


FLAX  AND  ROSENFIELD:  TAKING  PIZZAf 
WAY  PAST  PEPPERONI 


Everyone  knows  that 
Californians  will  eat 
just  about  anything. 
But  when  the  owners  of 
California  Pizza  Kitchen 
brought  out  a  new  deli- 
cacy last  year,  they 
found  something  that 
broke  the  rule:  egg-sal- 
ad pizza.  "It  sold  zip," 
recalls  co-owner  Larry 
S.  Flax.  Fortunately, 
other  concoctions  have 
fared  better.  Since  1985,  when  Flax  (left)  and  Richard  L 
Rosenfield  quit  their  law  practice  to  start  cooking,  they  hav 
found  plenty  of  customers  who  like  pizzas  with  such  trend; 
toppings  as  Thai  chicken,  duck  sausage,  and  shrimp  pesto. 

Their  offerings  have  been  such  a  hit  that  Flax,  46,  an 
Rosenfield,  43,  have  opened  five  restaurants  in  California  an^ 
one  each  in  Chicago,  Atlanta,  and  Honolulu.  Now  the  sweci 
smell  of  success  has  attracted  others.  Vie  de  France,  a  French 
owned  restaurant  chain,  has  signed  on  for  a  joint  venture.  Tht 
two  companies  will  open  20  East  Coast  outlets,  starting  thi 
spring  in  McLean,  Va. — and  they're  planning  more  in  Europe, 
an  cities,  as  well  as  in  Australia,  Singapore,  and  Japan. 

Exotic  pizza  has  paid  oft'  handsomely  for  Flax  and  Roser 
field.  Their  62%  stake  in  the  company  is  now  worth  $27  mi' 
lion — not  bad  for  an  initial  investment  of  $200,000.  The  compsi 
ny's  revenues  hit  $10  million  for  the  year  ended  last  June  3( 
they  say,  and  should  reach  $16  million  this  year. 

Now  all  they  have  to  do  is  persuade  the  rest  of  the  world  t 
be  as  adventurous  as  Californians.  Flax  concedes  that  ever\ 
one  may  not  love  barbecued-chicken  pizza,  the  No.  1  seller  ii' 
California.  But  he  says  the  restaurant's  chefs  are  flexible.  Fo 
a  proposed  Tokyo  restaurant,  for  instance,  they're  working  ot 
a  number  of  scallop  and  fish  offerings.  "Our  philosophy  is  t* 
bring  taste  to  pizza  that  people  like,"  says  Flax.  Yet  the  egg 
salad  debacle  has  clearly  made  him  nervous  about  going  oui 
on  a  limb.  "There  won't  be  a  sashimi  pizza  for  the  Toky- 
restaurant,"  he  says.  That  is,  unless  they  start  asking  for  it 

By  Patrick  E.  Cole  in  Los  Angele 
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HERE'S  WHY  ONE  OF  THE  BIGGEST  BROKERAGE  HOUSES 
IS  PLACING  ORDERS  WITH  HUGHES. 


S 


atellite  communications  iiave 
revolutionized  the  financial  services 
industry.  Satellites  have  brought  new 
flexibility.  They've  improved  processing 
speed.  But  they've  increased  competi- 
tion, too.  To  be  an  industry  leader,  a 
brokerage  house  needs  the  most  sophis- 
ticated satellite  system  available.  That's 
why  Edward  D.  Jones  &  Co.— with 
more  branch  offices  than  any  other 
stockbrokerage  firm  in  America— is 
turning  to  Hughes. 

Using  Hughes'  Personal  Earth 
Stations  (PES™),  Edward  D.  Jones  is 
installing  a  satellite  system  at  each  of 
their  1400  current  locations  and  at  all 
future  offices.  Each  Edward  D.  Jones 
broker  will  offer  expanded  capabilities 
that  will  augment  an  already  enviable 
level  of  customer  service.  For  example, 
enhanced  video  abilities  will  give 
clients  immediate  television  access 
to  everything  ft-om  financial  market 
events  to  investment  seminars.  It 
means  that  even  as  the  firm  grows, 
Edward  D.  Jones  will  continue  to  offer 
that  personal  touch  to  customers  in 
large  and  small  communities  alike. 

Fast,  dependable,  cost-effective. 
That's  what  makes  Hughes  the  "infor- 
mation utility"  for  financial  firms  every- 
where. Brokers,  bankers,  insurance  and 
real  estate  companies  can  all  take 
advantage  of  Hughes'  innovation  and 
expertise.  So  whether  you're  an  indus- 
try giant,  or  looking  for  the  satellite  net- 
work that  will  let  you  compete  with  the 
giants,  place  your  orders  with  Hughes 
Communications.  Call  1-800-232-VSAI 


Hughes  salelliles  will  bring  Ihe  Iransadions  of  E  D  Jones'  in«slore  direaly  lo  Ihe  floor  ollhe  NYSE. 


WE  MAKE  IDEAS  HAPPEN.® 

HUGHES 

COMMUNICATIONS 


Subsidiary  of  GM  Hughes  Electronics 


©  1989  Hughes  Communications 


FUSION  IN  A  BOTTLE: 
MIRACLE  OR  MISTAKE? 

FRUSTRATION  IS  BUILDING  AS  PROOF  REMAINS  OUT  OF  REACH 


I 


On  Apr.  24,  B.  Stanley  Pons  ar- 
rived for  his  weekly  meeting 
with  the  press  wearing  a  striped 
yellow  polo  shirt  and  black  Reeboks, 
looking  relaxed  and  confident.  A  month 
earlier,  the  46-year-old  University  of 
Utah  chemist  had  stunned  the  scientific 
world  with  an  astonishing  claim:  that  the 
nearly  limitless  energy  of  nuclear  fusion 
could  be  unlocked  with  little  more  than  a 
car  battery,  a  palladium  electrode,  and  a 
bottle  of  water  in  a  Rubber- 
maid dish  pan. 

As  television  lights  glared 
and  cameras  flashed,  an  un- 
ruffled Pons  fielded  a  rush 
of  questions  from  a  throng 
of  reporters.  Why  have  so 
many  labs  around  the  world 
been  unable  to  duplicate  the 
experiment?  When  will  the 
scientific  community  be  con- 
vinced? The  guru  of  "cold 
fusion"  laughed.  "The  next 
round  of  experiments,"  he 
said,  "will  produce  a  whole 
host  of  data  that  will  be 
more  convincing." 
INCOGNITO.  Ever  since  Mar. 
23,  when  Pons  and  his  Brit- 
ish colleague,  Martin  Fleischmann,  an- 
nounced their  claim  of  fusion  in  a  jar, 
they  have  been  at  the  center  of  a 
storm — facing  TV  cameras,  shuttling  to 
other  laboratories  to  consult  with  fellow 
researchers,  flying  to  professional  meet- 
ings. To  avoid  the  crush  of  scientists  and 
reporters  before  speaking  to  a  crowd  of 
7,000  at  the  American  Chemical  Society 
in  Dallas  on  Apr.  12,  Pons  checked  into 
his  hotel  under  an  assumed  name.  The 
slight,  bespectacled  scientist  was  escort- 
ed to  and  from  the  packed  convention 
hall  by  a  phalanx  of  security  guards. 

The  attention  riveted  on  Pons  and 
Fleischmann  was  hardly  surprising. 
Ever  since  the  dawn  of  the  atomic  age, 
scientists  have  been  trying  to  harness 
fusion  as  a  source  of  energy.  But  after 
40  years  and  an  estimated  $20  billion  in 
research,  progress  has  come  only  in 
inches.  In  an  attempt  to  cause  hydrogen 


molecules  to  combine  into  helium — the 
reaction  that  powers  the  sun — the  re- 
searchers are  blasting  tiny  spheres  of 
hydrogen  with  powerful  lasers.  They  are 
also  building  "tokomaks" — doughnut- 
shaped  devices  that  heat  hydrogen  to 
searing  temperatures  in  immensely  pow- 
erful magnetic  fields.  Neither  approach 
has  yet  produced  as  much  energy  as  it 
consumes. 
So  the  team's  announcement  that  it 
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Pons  and  fleischmann  insist 
they've  given  complete 

details  of  the  experiment- 
but  they  don't  know  the 

full  parameters  themselves 


had  produced  up  to  four  times  the  ener- 
gy put  in — using  equipment  found  in 
most  high-school  chemistry  labs — was 
enough  to  make  the  pair  instant  celebri- 
ties. It  was  also  enough  to  arouse  wide- 
spread skepticism  among  scientists. 

What  followed  was  fusion  fever.  The 
chance  to  prove  or  disprove  a  potential 
breakthrough  of  enormous  proportions 
sent  scientists  racing  to  their  labs  to  try 
the  experiment  themselves.  Within 
hours,  palladium  and  heavy  water — that 


is,  water  in  which  normal  hydrogen 
replaced  with  an  isotope  called  deuter] 
um — disappeared  from  laboratory  su 
ply  rooms.  Dropping  all  else,  many  r( 
searchers  flew  thousands  of  miles  to  th 
Dallas  convention,  hoping  to  learn  ne 
details.  "It's  such  a  momentous  claii 
that  you  have  to  pay  attention,"  say 
chemist  Mark  S.  Wrighton  of  Massachi 
setts  Institute  of  Technology  (MIT). 
FRENZIED  RACE.  Yet  the  advanced  con 
munications  of  the  20th  ce; 
tury  quickly  turned  that  e: 
citement  into  a  media  circv 
that  swept  up  scientists  an 
the  public  alike.  The  possibi 
discovery  of  cold  fusion  ha 
all  the  makings  of  a  wh 
dunit,  complete  with  a  feu 
between  leading  researcl 
ers.  Is  it  real?  Are  Pons  a; 
Fleischmann  heroes,  bun 
biers,  or  charlatans?  Prom 
nent  scientists  and  maj( 
universities  became  willii 
actors  in  a  drama  played  oi  HiKTIK 
not  in  the  staid  arena  of  si 
entific  journals  but  in  tl 
press. 

With  the  heady  smell  i 
Nobel  prizes  wafting  from  the  lab,  mar 
scientists — even  those  in  unrelat( 
fields — slapped  together  hastily  co 
structed  experiments.  The  usually  slo 
and  painstaking  process  by  which 
searchers  verify  new  findings — repea 
ing  the  experiment  under  different  co: 
ditions — was  thrown  to  the  wind.  TI 
twitch  of  a  needle  on  a  laboratory  instri 
ment  was  not  cause  for  further  stud 
but  reason  to  call  a  press  conference. 

University  and  laboratory  officia 
were  eager  accomplices.  To  them,  fusic 
meant  billion-dollar  patents,  institution; 
prestige,  and  new  research  center 
Even  MIT  called  a  press  conference  ' 
announce  that  it  had  applied  for  paten 
relating  to  a  theory  on  fusion  by  one  ( 
its  prominent  faculty  members — only 
day  after  he  had  completed  his  compk 
calculations. 
All  of  it  is  being  fed  to  an  eager  publ 


mm 


100  BUSINESS  WEEK/MAY  8.  1989 


COVER  ST( 


WHAT'S  GOING  ON  IN  THAT  BOTTLE? 


CATHODE 


CAN  IT  BE  FUSION?  IF  NOT,  WHAT  IS  IT? 

B.  Stanley  Pons  and  Martin  Fleischmann  filled  a  bottle  with  heavy 
water  (which  consists  of  oxygen  and  an  isotope  of  hydrogen 
called  deuterium)  mixed  in  lithium  salts.  In  it  they  immersed  a  pal- 
ladium electrode  wrapped  with  a  coil  of  platinum.  After  running 
current  through  it  for  about  two  weeks,  they  said,  the  palladium 
began  to  heat  up — releasing  four  times  the  amount  of  heat  as  the 
energy  they  put  in. 


HEAVY 
WATER 

GLASS 
CONTAINER 


O  DEUTERIUM 
O  PALLADIUM 
O  PROTON 
O  NEUTRON 


This,  they  claimed,  could  only  be  fusion.  Their  reasoning:  Ions  of 
deuterium  were  migrating  into  the  crystal  lattice  of  the  palladium, 
where  they  became  so  tightly  packed  that  they  fused  to  form 
atoms  of  helium. 


SEEKING  THE 
rELLTALE  SIGNS 

Dthers  weren't  so 
sure.  Scientists  know 
iiat  there  are  four  pos- 
sible fusion  reactions, 
ill  of  which  produce 
leat.  But  those 
Jiought  to  be  the  most 
ikely  also  produce  ra- 
liation  or  a  hydrogen 
sotope  called  tritium. 
50  researchers  have 
iel  up  sensitive  detec- 
ors  to  look  for  indica- 
ions  of  each  reaction. 


TWO  DEUTERIUM 
NUCLEI  (A  PROTON 
WITH  ONE 
NEUTRON)  FUSE  TO 
FORM  TRITIUM  (A 
PROTON  WITH  TWO 
NEUTRONS)  PLUS  A 
FREE  PROTON 


TWO  DEUTERIUM 
NUCLEI  FUSE  TO 
FORM  HELIUM 
(TWO  PROTONS 
AND  TWO 
NEUTRONS)  AND 
RELEASE  A 
GAMMA  RAY 


TWO  DEUTERIUM 
NUCLEI  FUSE  TO 
FORM  HELIUM-3 
(TWO  PROTONS 
AND  ONE 
NEUTRON) PLUS  A 
FREE  NEUTRON 


TWO  DEUTERIUM 
NUCLEI  FUSE  TO 
FORM  HELIUM 
(TWO  PROTONS 
AND  TWO 
NEUTRONS)  AND 
RELEASE  ONLY 
HEAT 
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in  a  dizzying  rush  of  on-again,  ofT-again 
news  reports.  Among  those  trying  to  get 
the  real  story  on  fusion  were  Congress 
and  President  George  Bush.  The  day  af- 
ter Pons's  address  in  Dallas,  Energy 
Dept.  officials  summoned  University  of 
California  at  Berkeley  physicist  and  No- 
bel laureate  Glenn  T.  Seaborg  to  a  White 
House  briefing.  "I  told  the  President 
that  there  was  some  skepticism — that  it 
was  still  up  in  the  air,"  says  Seaborg. 

On  Apr.  26,  Pons  and  Fleischmann, 
along  with  scientists  and  administrators 
from  Brigham  Young,  Stanford,  MIT, 
Princeton,  and  Oak  Ridge  National  Lab- 
oratory, went  to  Washington  to  appear 
before  the  full  House  Committee  on  Sci- 
ence, Space  &  Technology. 

With  visions  of  fusion 
gold  flowing  into  the  state's 
coffers,  Utah  and  its  state 
university  are  angling  to  be- 
come a  major  center  of  fu- 
sion research,  even  though 
the  experiments  have  not 
been  verified.  Governor  Nor- 
man H.  Bangerter  called  a 
special  session  of  the  legisla- 
ture on  Apr.  7  to  appropri- 
ate $5  million  for  a  fusion 
center.  At  the  recent  Wash- 
ington hearing,  officials 
asked  the  government  to 
ante  up  $25  million  in  seed 
money  to  establish  a  $100 
million  cold  fusion  research 
institute.  Former  University 
of  Utah  president  James 
Fletcher,  who  recently  re- 
signed as  chief  of  NASA,  has  agreed  to 
head  an  advisory  panel. 
ODDITIES.  In  Utah,  the  Pons-Fleischmann 
announcement  is  already  one  of  the  big- 
gest events  since  Brigham  Young  first 
laid  eyes  on  the  Great  Salt  Lake.  "We 
were  prepared  for  the  media,  but  not  for 
all  the  calls  from  companies,  venture 
capitalists,  and  other  people,"  says  Pam- 
ela W.  Fogle,  the  University  of  Utah's 
news  director.  A  literary  agent  called 
with  contracts  already  prepared  for  the 
scientists'  exclusive  stoi"y.  A  woman  in 
Texas  was  worried  that  the  oil  industry 
would  collapse  and  wanted  to  know  if 
she  should  sell  her  house. 

The  little-known  story  of  "fusion  in  a 
bottle"  began  long  before  the  University 
of  Utah  held  its  press  conference.  Back 
in  1926,  before  fusion  was  known,  Ger- 
man scientists  Fritz  Paneth  and  K.  Pe- 
ters filled  a  chamber  with  hydrogen  gas 
and  palladium.  When  they  analyzed  the 
gases  later,  they  found  helium — a  sign 
that  fusion  might  have  occurred. 

A  paper  describing  the  Germans'  ex- 
periment was  published  in  the  British 
scientific  journal  Nature  in  1927.  But 
like  Pons  and  Fleischmann,  they  were 


met  with  critics,  among  them  such  prom- 
inent physicists  as  Britain's  Lord  Ruth- 
erford, the  father  of  modern  atomic  the- 
ory. In  the  1940s,  Soviet  physicist  Andrei 
Sakharov  put  forward  the  idea  that  cold 
fusion  could  take  place  if  hydrogen's 
electrons  were  replaced  by  fleeting 
atomic  particles  called  muons. 

The  Utah  team's  fusion  discoveries, 
however,  came  partly  through  serendip- 
ity. Pons  had  studied  for  his  doctorate  in 
chemistry  under  Fleischmann  at  Brit- 
ain's University  of  Southampton  in  the 
1970s.  There,  Pons  learned  that  Fleisch- 
mann, who  was  conducting  experiments 
on  deuterium,  had  discovered  unexpect- 
edly low  levels  of  the  substance  in  the 


t*  lip  t 


Enthusiasm  is  fading  fast, 
'it's  becoming  senseless,' 
says  one  dutch 
researcher.  'nothing 
is  happening' 


electrodes  he  was  using.  Years  later,  af- 
ter moving  to  the  University  of  Utah's 
chemistry  department.  Pons  found  simi- 
lar anomalies  while  using  electrodes  to 
separate  hydrogen  from  deuterium.  But 
it  wasn't  until  longtime  collaborator 
Fleischmann  arrived  in  Utah  for  an  an- 
nual visit  in  the  mid-1980s,  that  the  two 
chemists  compared  notes  on  the  oddities 
in  their  electrodes. 

During  a  hike  up  Millcreek  Canyon  in 
Utah's  Wasatch  Mountains,  the  pair  be- 
came convinced  that  they  were  on  to 
something  big.  A  month  later,  they  met 
in  Pons's  kitchen  to  plan  a  test.  The 
experiment  they  concocted  was  disarm- 
ingly  simple.  Take  a  jar  of  heavy  water 
and  add  a  salt,  such  as  lithium  hydrox- 
ide, so  the  water  conducts  electricity. 


Then,  stick  in  two  electrodes,  one  mac 
of  palladium — a  metal  with  a  well-knovi 
affinity  for  hydrogen — and  the  other 
chemically  inert  platinum.  When  a  b; 
tery  is  attached  to  the  electrodes,  tl 
electric  current  splits  the  water  into  de 
terium  and  oxygen  by  a  process  knovi 
as  electrolysis. 

Since  the  m.olecular  structure  of  tli 
palladium  electrode  looks  more  lil 
Swiss  cheese  than  solid  metal  to  the  tii| 
deuterium  ions,  the  electric  curre 
draws  them  deep  into  the  metal.  Thei 
say  the  scientists,  the  deuterium  io: 
could  become  so  tightly  packed  togeth] 
that  they  fuse — releasing  energy.  Po: 
and  Fleischmann  put  the  apparatus  in| 
dishpan  full  of  water  to  c; 
ture  any  heat,  added  a  thi 
mometer,  and  facetiousi 
dubbed  their  device  the  L: 
Utah  tokamak.  "It  had  a  b 
lion-to-one  chance  of  woif 
ing.  But  the  stakes  were 
high,  we  decided  to  try  i 
Pons  recalls. 

Over  the  next  few  yea 
the  two  scientists  say  th 
refined  the  apparatus,  (m 
perimenting   with  difi^ereBBtiOD 
amounts  of  palladium 
electric  current.  They  fur 
H)  j)  ^    ed  the  experiments  wi 
^  ^       $100,000,  partly  from  prof 
from  .JAS  Instrument  S 
terns,  a  company  founded 
Pons.  By  last  summer,  th 
felt  sure  that  something 
traordinary  was  happ 
ing — that  for  the  first  time,  their  fusi 
experiment  was  putting  out  far  m{ 
energy  than  it  consumed.  They  sent 
proposal  for  funding  to  the  Ener 
Dept.'s  advanced  energy  projects  oflfii( 

That  set  the  stage  for  what  has 
come  a  seething  dispute  with  anotl 
Utah  professor,  Brigham  Young  Univi 
sity  physicist  Steven  E.  Jones.  As  ea; 
as  1982,  Jones  had  used  muons  to  de 
onstrate  that  extremely  low  levels  of 
sion  could  be  achieved  without  the  en 

heat   of   the   sun's  interi(Bmfi5T5nj^ 


J 


mous   neat   oi   tne   sun  s 
Believing  that  natural  fusion  might  a 
be  taking  place  deep  within  the  earth, 
began  trying  to  pack  hydrogen  and  d(  ute 
terium  into  various  metals.  By  the  e 
of  1988,  he  was  convinced  that  his 
periments  were  producing  small  quai 
ties  of  neutrons,  a  sure  sign  of  fusio 
In  September,  1988,  the  Energy  De 
asked  Jones  to  review  Pons  and  Fleis 
mann's  proposal.  Realizing  that  simi 
work  was  going  on  only  40  miles  aw: 
Jones  agreed  to  a  series  of  meetin 
with  the  Utah  scientists.  On  Feb. 
Jones  says.  Pons  and  Fleischma 
toured  his  laboratory.  Then  on  March 
BYU  officials  say.  University  of  U1 
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1  resident  Chase  Peterson  called  BYU  and 

I  iked  Provost  Jae  R.  Ballif  for  an  imme- 
ate  meeting  between  the  two  schools 
■■  discuss  the  work  both  were  doing, 
■ie  said  there  were  billions  of  dollars  at 
ake  and  Nobel  prizes  in  the  offing," 
■calls  F.  LaMond  Tullis,  the  BYU  vice 

I  esident  who  oversees  the  school's  sci- 
itific  research.  The  meeting  took  place 

■  1  March  6. 

I  According  to  Tullis,  Pons  and  Fleisch- 
j  ann  indicated  that  they  would  prefer 
I  devote  up  to  18  more  months  to  re- 
I  arch  before  announcing  their  results, 


but  Jones  said  he  could  not  possibly  de- 
lay publication  of  his  results  past  the 
May  1  meeting  of  the  American  Physical 
Society — where  he  had  already  agreed 
to  speak.  The  upshot,  Jones  thought, 
was  an  agreement  to  simultaneously 
publish  their  findings  by  May  1 — keep- 
ing quiet  until  then. 

Things  didn't  quite  work  out  that  way. 
On  Mar.  22,  Jones  learned  that  that  the 
University  of  Utah  was  holding  a  press 
conference  the  next  day  to  announce  its 
discovery.  "We  were  shocked  and  disap- 
pointed," says  Jones.  They  were  more 


offended  by  the  press  conference.  The 
University  of  Utah's  vice-president  for 
scientific  research,  James  Brophy,  was 
asked  by  a  reporter  whether  he  knew  of 
similar  work  being  done  at  other  univer- 
sities. "We're  not  aware  of  any  such 
experiments  going  on,"  he  said.  Jones 
now  displays  notarized  lab  books  to  doc- 
ument his  independent  research. 

Jones  believes  at  least  one  member  of 
the  Utah  team  is  contrite.  He  says  that 
when  he  later  encountered  Fleischmann 
at  a  scientific  meeting  in  Sicily  in  mid- 
April,  the   British  scientist  took  him 


WILL  THIS  TORTOISE  BEAT  THE  HARES? 


in  a  sprawling  basement  lab  at 
Brigham  Young  University  in  Pro- 
ve, Utah,  physicist  Steven  E.  Jones 
arefully  drops  a  peanut-sized  lump  of 
■alladium  into  a  small  jar.  He  pours  in 
mixture  of  heavy  water  and  metal 
alts,  adds  a  sliver  of  gold  foil,  and 
lips  wires  to  the  two  pieces  of  metal, 
"hen  he  turns  on  on  the  cur- 
ent  and  waits.  Within  an 
our,  sensitive  instruments 
egin  to  detect  neutrons — an 
idication  that  nuclear  fusion 
;  taking  place. 
The  experiment  is  almost 
lentical  to  the  headline-grab- 
ing  work  done  by  B.  Stanley 
'ons  of  the  University  of 
ftah  and  Martin  Fleisch- 
lann  of  England's  Universi- 
f  of  Southampton.  But 
lere's  one  crucial  difference: 
he  energy  levels  produced 
1  Jones's  experiments  are  a 
illion-fold  lower.  Pons  and 
leischmann  contend  that 
leir  apparatus  for  achieving 
ision  generates  more  heat 
lan  it  consumes — enough  heat,  in 
ict,  to  offer  a  cheap  new  source  of 
)mmercial  energy.  "If  the  level  of  our 
!  eat  was  $1,"  says  Jones,  "the  level 
aimed  by  the  University  of  Utah 
ould  pay  off  the  national  debt." 

TEADFAST  SILENCE.  At  this  point, 

lost  physicists  tend  to  side  with 
mes,  v/ho  is  now  caught  in  a  bitter 
ispute  with  Pons  and  Fleischmann. 
Jones's  results  are  clearly  a  lot  more 
elievable,"  says  Stephen  0.  Dean, 
resident  of  Fusion  Power  Associates 
'  Gaithersburg,  Md.  Unlike  Pons  and 
leischmann,  Jones  ran  a  number  of 
idinary-water  control  experiments 
id  steadfastly  refused  to  discuss  his 
ndings  with  the  press  before  publish- 
g  them  in  a  scientific  journal.  Al- 
lough  he  has  been  doing  pioneering 
ork  in  "cold"  fusion  for  more  than  a 
ecade,  he  has  refused  to  make  extra v- 

i 

I  


agant  claims.  In  fact,  Jones  does  not 
believe  his  experiments  portend  a  new 
era  of  cheap,  inexhaustible  energy.  "I 
think  this  is  an  exciting  scientific  dis- 
covery," he  says.  "But  I  feel  like  I'm 
providing  a  cold  splash  of  reality." 

BYU's  table-top  fusion  experiment 
grew  out  of  a  serendipitous  meeting  of 


'If  THE  LEVEL  OF  OUR  HEAT 
WAS  $1,  THE  LEVEL  CLAIMED  BY 
THE  UNIVERSITY  OF  UTAH  WOULD 
PAY  OFF  THE  NATIONAL  DEBT' 

STEVEN  E.  JONES 

ASSOCIATE  PROFESSOR  OF  PHYSICS 
BRIGHAM  YOUNG  UNIVERSITY 


minds.  Jones  successfully  produced 
low  levels  of  fusion  in  the  early  1980s 
using  particles  called  muons  as  cata- 
lysts. But  he  wondered  if  other  parti- 
cles might  do  the  trick  as  well.  When 
he  presented  his  theories  at  a  BYU  fac- 
ulty colloquium  in  March,  1986,  geo- 
physicist  E.  Paul  Palmer  jumped  up  to 
suggest  that  such  fusion  might  occur 


naturally  in  the  center  of  the  earth. 
And  if  it  was  happening  under  some 
conditions,  "we  thought  we  might  re- 
produce it  in  the  lab,"  recalls  Palmer. 

Within  a  month,  Jones  had  devised 
methods  of  packing  deuterium  from 
heavy  water  into  palladium  electrodes 
and  had  detected  traces  of  neutrons 
coming  from  the  experi- 
ments. "We  were  tantalized, 
but  we  didn't  run  off  and 
say,  'This  is  it,'  "  says  Jones. 
It  wasn't  until  colleague  J. 
Bart  Czirr  built  one  of  the 
most  sensitive  neutron  detec- 
tors in  the  world  that  the 
eight  scientists  on  the  team 
became  fully  convinced  they 
were  seeing  fusion.  By  Feb- 
ruary, 1989,  they  were  ready 
to  publish  their  results. 
STUNNED.  That's  what  ignited 
the  controversy  with  the  Uni- 
versity of  Utah.  BYU's  scien- 
tists, who  had  been  in  con- 
tact with  Pons,  thought  the 
two  groups  had  agreed  to 
publish  at  the  same  time — 
and  keep  quiet  until  then.  So  Jones  was 
stunned  when  the  Utah  team  called  a 
press  conference  on  Mar.  23  to  disclose 
its  findings — not  in  a  scientific  paper 
but  to  a  crush  of  reporters  and  the 
harsh  glare  of  TV  lights. 

What  most  saddens  the  soft-spoken 
Jones,  a  devout  Mormon,  are  veiled  ac- 
cusations from  the  University  of  Utah 
that  he  stole  ideas  from  Pons.  "I  think, 
frankly,  that  there  is  an  effort  to 
discredit  us,"  says  Jones.  "It  hurts 
sometimes." 

Palmer  is  more  philosophical.  "We 
thought  they  should  have  waited  to  an- 
nounce their  results,  but  in  the  long 
run,  it  doesn't  make  a  difference,"  he 
says.  "Our  paper  is  out  there  and  will 
be  read."  Who  is  right?  Science  will 
soon  decide. 

By  John  Carey  and  William  C.  Sy- 
monds  in  Provo,  Utah 
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aside.  "He  apologized,"  Jones  says,  add- 
ing tliat  Fleischmann  explained  that 
there  was  enormous  pressure  from  ad- 
ministrators at  the  University  of  Utah  to 
hold  the  press  conference. 
BETRAYAL?  For  their  part.  University  of 
Utah  officials  deny  that  they  betrayed  a 
deal  with  Jones.  "There  was  never  an 
institutional  agreement  about  collabora- 
tion or  back-to-back  papers,"  says 
Brophy.  Utah's  official  explanation  for 
calling  a  hurried  press  conference  is  that 
the  results  were  leaking  out. 

Once  the  news  broke,  the  race  was  on. 
At  first  it  looked  as  if  the  experiment 
would  be  duplicated  quickly.  Scientists  in 
Texas,  Georgia,  Hungary,  Moscow,  and 
elsewhere  said  they  had  found 
signs  of  fusion — heat  or  the  neu- 
trons that  would  be  formed  in  a 
fusion  reaction.  A  research 
group  at  the  Georgia  Institute  of 
Technology  held  a  press  confer- 
ence shortly  before  the  Dallas 
meeting  to  say  that  it  had  con- 
firmed the  experiment.  Nuclear 
engineer  James  Mahaffey  told 
assembled  reporters  that  seeing 
cold  fusion  in  his  lab  was  a  won- 
drous experience — "like  being 
there  when  fire  was  discovered." 

Mahaffey's  elation  was  short- 
lived. When  colleagues  later  sug- 
gested that  a  laboratory  instru- 
ment might  be  responding  to 
heat  and  giving  faulty  readings, 
the  Georgia  Tech  team  decided 
to  withdraw  its  results  and  redo 
the  experiment.  On  Apr.  25,  the 
researchers  said  their  subse- 
quent experiments  had  failed. 

Indeed,  many  scientists  have 
felt  their  pulses  race  only  to 
have  their  hopes  dashed.  At  Law- 
rence Livermore  National  Lab- 
oratory in  California,  physicist 
Keith  Thomassen  watched  in 
amazement  one  Saturday  when 
the  needle  on  his  laboratory  neu- 
tron counter  jumped,  indicating 
possible  fusion.  But  within  minutes, 
Thomassen  discovered  that  the  instru- 
ment was  simply  responding  to  rising 
room  temperature. 

R.  D.  Haun,  chief  scientist  at  Westing- 
house's  Research  &  Development  Center 
in  suburban  Pittsburgh,  was  thrilled 
when  he  was  told  during  a  trip  to  Minne- 
apolis that  there  had  been  a  fire  in  his 
lab.  "I  thought;  'We've  lost  the  lab,  but 
the  experiment  worked,'  "  Haun  recalls. 
Even  when  he  heard  that  the  blaze  had 
been  touched  off  by  a  short  circuit,  he 
was  still  hopeful.  "I  thought  it  might  be 
a  cover  story,"  he  says.  It  wasn't. 

As  experiments  continue  to  fail,  frus- 
tration with  Pons  and  Fleischmann  is 
mounting.  Initially,  scientists  were  irri- 


tated that  the  team  had  announced  only 
sketchy  details  of  the  experiment — and 
before  publishing  a  paper  in  a  scientific 
journal.  The  first  documentation  the  pair 
did  publish  wasn't  much  help.  Scientists 
who  obtained  draft  copies  of  a  paper 
rushed  into  print  by  the  Journal  of 
Elect roanalytical  Chemistry  in  Lau- 
sanne, Switzerland,  still  complained  of  a 
lack  of  detail.  And  the  team's  credibility 
took  another  hit  when  Pons  and  Fleisch- 
mann withdrew  an  account  of  their  work 
from  Nature  after  reviewers  raised  nu- 
merous questions  about  the  experiment. 

The  work  "was  sufficiently  flawed 
that  it  didn't  pass  peer  review,"  says 
Deputy  Editor  Peter  A.  Newmark.  But 


Peter  l.  hagelstein  of  mit 
supplied  mathematical  proofs 
that  the  reaction 
wouldn't  have  to  release 
radiation— just  heat 


Pons  claims  not  to  be  upset.  Since  the 
paper  was  intended  to  proclaim  the  dis- 
covery, "it  didn't  make  sense  to  an- 
nounce what  had  already  been  pub- 
lished," he  said  after  the  Apr.  24  press 
conference.  "They  gave  us  a  chance  to 
write  a  more  substantial  paper,  but  we 
didn't  have  the  time  to  do  it."  Jones's 


paper,  however,  was  published  in  tl 
Apr.  27  issue. 

Pons  and  Fleischmann  insist  that  th€ 
have  given  out  all  the  details  of  the 
experiment.  The  problem,  they  say, 
that  they  don't  know  all  the  variabk 
either.  "We  think  it  has  to  do  with  pr 
cessing  the  palladium  electrodes,"  saj 
Pons.  But  he  insists  that  "a  number  u 
people  have  come  up  with  similar  resul 
and  haven't  announced  them."  He  pu 
the  number  at  60,  though  he  won't  ide 
tify  them.  "I  don't  know  who  they't 
talking  to — maybe  Slippery  Rock  Co 
lege,"  says  physicist  George  Chapline  « 
Lawrence  Livermore. 
What's  more,  other  scientists  havi 
criticized  the  pair  for  what  the 
consider  sloppy  science.  At  th 
Apr.  12  chemical  society  meetinii 
physicist  Harold  P.  Furth,  dire 
tor  of  Princeton's  Plasma  Phy 
ics  Laboratory,  challenged  tli 
chemists  to  perform  a  control  e^ 
periment  using  regular  water 
which  fusion  should  not  occur,  i 
A  common  reaction  was  su 
prise  that  the  crucial  test  had  m 
already  been  conducted.  "It's  ii 
credible  that  they  would  call  , 
press  conference  before  doir 
the  control  experiment,"  say 
Chapline.  But  Pons  defends  h:! 
methods,  saying  that  they  pe 
formed  other  kinds  of  contr' 
experiments. 

COMPETING    THEORIES.  Mea 

while,  theorists  have  been  scrar 
bling  to  come  up  with  explan 
tions  for  the  results  claimed  I 
the  Utah  chemists.  Berkeley  th 
oretical  chemist  K.  Birigitt, 
Whaley  rushed  to  the  Dalliii 
meeting  to  present  her  idea  th; 
what  Pons  and  Fleischmar 
were  reporting  could  be  e 
plained  by  a  phenomenon  .. 
physics  called  "boson  screening 
in  which  the  movement  of  deut 
rium  ions  inside  the  palladiu 
would  block  the  repulsive  force  that  pr 
vents  individual  atoms  from  fusing 

Whaley,  however,  came  in  neck-an 
neck  with  Peter  L.  Hagelstein,  a  br 
liant,  reclusive  physicist  from  MIT.  Phyi 
cists  had  argued  that  if  Pons's  reaetk 
produced  the  amount  of  heat  he  said 
did,  radiation — enough  to  kill  the  expe: 
menter.s — should  also  have  been  pr'l 
duced.  Hagelstein,  however,  pumped  o  j 
a  series  of  calculations  showing  how  tl  j 
fusion  reaction  could  produce  an  una 
pected  form  of  helium  without  releasii 
radiation.  Instead,  the  helium  would  gi' 
its  energy  to  the  palladium  as  heat. 

On  Apr.  12,  MIT  officials  announC( 
Hagelstein's  theory  at  a  press  conft: 
ence  in  Cambridge,  saying  that  they  hi; 
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AT  ARGONNE  LAB/ 
THE  BOTTLE  COMES  UP  EMPTY 


Carlos  Melendres,  a  physical  elec- 
trochemist  at  Argonne  National 
Laboratory,  first  heard  reports  of 
cold  fusion  on  his  car  radio  on  Mar.  23. 
Charles  C.  Baker,  head  of  Argonne's 
large  fusion-power  program,  read 
about  the  claims  of  B.  Stanley  Pons 
and  Martin  Fleischmann  in  the  newspa- 
pers the  next  morning.  "Our  first  reac- 
tion was  enormous  skepticism,"  says 
Melendres.  "But  Fleischmann  is  a  very 
respected  electrochemist,  and  we 
couldn't  discount  it." 

Over  the  next  few  days,  Melendres 
and  five  other  groups  of  researchers  at 
the  Illinois  research  center  joined  thou- 
sands of  scientists  around  the  world  in 
trying  to  get  more  data  about  the  ex- 
periment in  order  to  repeat  it  in  their 
labs.  Messages  zipped  across  the  scien- 
tists' international  computer  networks, 
and  when  a  top  Argonne  administrator 
obtained  a  photocopy  of  the  then-un- 
published first  paper  by  Pons  and 
Fleischmann,  Melendres  went  out  in  a 
downpour  and  drove  straight  to  his  lab. 
"I  didn't  bother  to  wait  for  it  in  the 
interoffice  mail,"  he  says. 
LONG  DAYS.  The  researchers  scrounged 
through  Argonne's  supply  rooms  to 
find  palladium  rods  of  the  size  needed 
to  duplicate  the  electrodes  used  by 
Pons  and  Fleischmann.  After  several 
false  starts,  they  got  under  way.  Days 
stretched  from  6  a.m.  until  midnight. 
Melendres  and  his  colleagues  worked 
under  what  he  believes  were  conditions 
nearly  identical  to  the  Utah  team's. 


'We  HAVEN'T  FOUND  ANY  EFFEQ 
WE  CAN  AnRIBUTE  TO  FUSION. 

THE  CONDITIONS  WERE  RIGHT.  WE 
SHOULD  HAVE  SEEN  SOMETHING' 

URLOS  MELENDRES 

PHYSICAL  ELEaROCHEMIST 
ARGONNE  NATIONAL  LABORATORY 


But  after  a  month,  says  Melendres, 
"our  experiments  have  not  found  any 
effect  we  can  attribute  to  nuclear  fu- 
sion. The  conditions  were  right.  We 
should  have  seen  something." 

Another  team,  led  by  Martin  J. 
Steindler,  who  heads  the  chemical  tech- 
nology group,  "worked  as  hard  as  they 
did  when  they  were  graduate  stu- 
dents." But  it  found  no  signs  of  fusion, 
either.  "We  don't  see  neutrons  above 
background  levels,  and  we  don't  see 
gammas,"  says  Steindler.  "We  don't 
see  any  significant  temperature  rises 
of  our  electrodes." 

Steindler  adds  that  "there  are  half  a 
million  things  that  could  explain  the 
things  people  have  seen."  But  for  now, 
the  Argonne  teams  vow  to  keep  work- 
ing. If  cold  fusion  is  proven,  "it  would 
be  unbelievable,"  says  Baker.  "It 
would  be  the  discovery  of  a  century, 
without  a  doubt.  That's  what  makes  it 
so  much  fun." 

By  Julia  Flynn  Siler  in  Chicago 


applied  for  patents  based  on  his  ideas, 
few  days  later,  Utah  chemist  Chev 
Walling  presented  a  similar  theory  a: 
said  he  had  found  evidence  of  the  sa: 
helium  isotope  in  Pons's  electrodes. 

Nonetheless,  many  scientists  still 
lieve  that  the  vision  of  vast  amounts 
power  from  cold  fusion  is  nothing  but 
mirage.  Quips  MIT  engineer  Lawrence 
Lidsky:  "My  theory  is  that  this  reacti 
can  only  be  replicated  at  a  school  with 
good  football  team."  Indeed,  the  initi 
rush  of  enthusiasm  is  fading  fast 
many  labs.  "It's  becoming  sensele 
Nothing  is  happening,"  complains  J 
Rem  of  the  FOM  Institute  for  Plas 
Physics  in  the  Netherlands. 

As  the  furor  subsides,  though,  so 
researchers  are  vowing  to  continue  thi 
experiments  until  answers  are  fou 
one  way  or  the  other.  A  number  of  we| 
respected  laboratories  have  set  up  ca: 
ful  experiments,  complete  with  contro' 
24-hour-a-day  monitoring,  and  other  p: 
cautions.  'Discoverers  make  mistakes 
they  rush  their  discoveries  to  the  p 
lie,"  says  Tokyo  University  of  Agric 
ture  &  Technology  electrochemist 
boru  Oyama.  "It's  up  to  those  who  co 
later  to  be  more  careful." 

Tantalizing  reports  that  have  not 
been  discredited  continue  to  trickle 
Stanford  University  materials  scienti 
Robert  A.  Huggins  announced  that,  wi 
the  help  of  a  picnic  cooler  scaveng- 
from  his  garage,  he  had  verified 
Utah  researchers'  original  claim.  His 
periment  was  pumping  out  energy, 
said,  while  a  control  of  plain  water  w: 
only  consuming  it.  So  many  callers  t 
to  reach  Huggins  on  Apr.  19  that  S 
ford's  voice-mail  system  overloaded. 
'SWITCHOVER.'  Pons  and  Fleischma; 
have  been  slowly  winning  some  c 
verts.  Physicist  Michael  Danos  of  \ 
National  Institute  of  Standards  &  Te 
nology  was  one  of  the  Utah  team's 
verest  critics.  Then  he  took  a  long,  li 
look  at  the  theoretical  underpinnings 
cold   fusion.   "I've  made  a  compl 
switchover,"  he  says.  "In  my  view,  th 
is  no  doubt  that  direct  fusion  does 
place,  and  Pons  may  be  seeing  it." 

If  that's  true,  a  scientific  revoluti 
may  be  brewing.  A  computer  bulle 
board  for  scientists  recently  carried  1 
following  notice:  "For  sale — sligh 
used  tokamak,  $1  billion  or  best  ofTi 
Ask  for  Al."  Then  again,  AI  shouldn't 
too  hasty.  The  hope  that  cold  fusion 
the  answer  is  understandable,  but  t 
doubts  about  it  are  reasonable.  The  si 
entific  jury  is  still  out. 

By  John  Carey  in  Salt  Lake  City  a. 
William  D.  Marboch  in  New  York,  wi 
Neil  Grosn  in  Tokyo,  Mark  Maremont 
London,  William  Symonds  in  Provo,  Utd 
and  bureau  reports 
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EXCUSE  ME, 

MY  POCKET  IS  RINGING 


Everyone,  E.  T.  included, 
will  find  it  easier  to  phone 
home  with  Motorola  Inc.'s 
new  ultralight  portable  cellu- 
lar phone.  At  a  mere  12.3 
ounces,  including  a  battery, 
the  Micro  TAG  has  shed  half  of 
the  weight  of  Motorola's  cur- 
rent portable  phone.  At  wal- 
let-size, it's  also  half  as  bulky 
as  other  portables.  The  price 
tag  isn't  tiny,  though:  $2,995 
vs.  $2,695  for  a  Motorola  26- 
ounce  portable. 
Even  so.  Motorola  is  betting 
that  cellular  customers  who  like  to  travel  light  will  ante  up. 
"It's  the  difference  between  having  one  pack  of  cigarettes, 
which  fits  into  your  pocket,  and  having  two  put  together, 
which  aren't  nearly  as  convenient,"  says  Robert  Weisshappel, 
general  manager  of  Motorola's  North  American  cellular  sub- 
scriber division.  What's  more,  the  little  phone  could  help  the 
cellular  market  take  off.  Weisshappel  predicts  that  the  number 
of  U.  S.  customers  will  double  to  nearly  4.5  million  in  two 
years  and  that  at  least  half  of  the  new  users  will  opt  for 
portable  phones.  The  Micro  TAC,  which  flips  open  for  use  like  a 
Star  Trek  communicator,  offers  the  same  features  as  larger 
models.  Motorola  figures  the  Micro  tag  puts  it  at  least  18 
months  ahead  of  a  comparable  product  from  competitors  Mit- 
subishi Corp.  and  Panasonic  Co. 


A  NEW  RECIPE 

FOR  SUPERTHIN  SEMICONDUCTORS 


Almost  as  soon  as  scientists  discovered  so-called  high  tem- 
perature superconductors  two  years  ago,  they  tried  to 
make  electronic  devices  out  of  the  materials.  In  April,  that 
effort  took  an  important  step  forward  when  Emcore  Corp.  in 
Somerset,  N.J.,  announced  that  it  had  developed  the  first 
commercial  machine  to  manufacture  semiconductor  wafers 
from  the  superconducting  ceramics. 

The  machine  creates  a  vapor  of  a  superconductor  called  1-2-3 
and  deposits  it  in  layers  only  a  few  atoms  thick  on  a  metal 
base.  Du  Pont  Co.  is  the  first  to  sign  up  for  the  machine, 
which  will  cost  from  $500,000  to  $1  million.  Although  several 
other  technologies  can  be  harnessed  to  produce  superconduct- 
ing thin  films,  "we  think  this  technology  will  ultimately  be  the 
preferred  one,"  says  Emcore  Vice-President  Peter  E.  Norris — 
because  similar  vapor-deposition  machines  are  the  dominant 
technology  used  to  make  silicon  chips. 


WASTE  PLASTIC 

IS  NO  lONGER  WASTED 


Recycling  paper,  glass,  and  metals  is  routine  in  many  com- 
munities, mandatory  in  some.  Until  recently,  however, 
little  effort  was  directed  at  preventing  the  11  million  tons  of 
plastic  that  Americans  throw  out  each  year  from  getting  into 
garbage  dumps  and  landfills.  On  Apr.  25,  plastics  recycling  got 
a  big  boost  when  Du  Pont  Co.  and  Waste  Management  Inc. 
announced  a  joint  venture  to  collect  and  process  plastic  refuse. 


The  venture  will  reclaim  plastics  at  a  $5  million  facill 
expected  to  open  next  year.  Du  Pont  will  apply  its  blendij 
and  polymer-alloying  technologies  to  turn  the  plastic  waf 
into  new  materials  for  the  auto,  appliance,  and  construct! 
markets.  For  Du  Pont  it's  an  almost  unbeatable  deal:  It  cos 
$1.25  to  $1.50  per  pound  of  capacity  to  build  a  new  plant! 
produce  certain  polymers,  but  only  about  I5t  per  pound  [ 
recover  them.  For  Waste  Management  it's  an  incentive  [ 
collect  plastics  from  the  8  million  households  that  alrea 
separate  their  paper,  glass,  and  metals.  "This  venture  is 
missing  link  in  plastic  recycling,"  says  Phillip  B.  Rooney,  pr€\ 
dent  of  Waste  Management.  "It  will  demonstrate  that  plas 
can  be  efficiently  diverted  from  municipal  waste  and  putj 
productive  reuse." 


HYDROGEN  SUBS  CAN  REALLY 
RUN  SILENT,  RUN  DEEP 


For  nine  months  last  year,  the  first  submarine  powered  i 
hydrogen  cruised  the  Baltic  and  North  Seas.  The  trial  wt 
so  well  that  the  West  German  navy  now  intends  to  put  a  dt>y 
of  the  hydrogen-powered  submarines  in  service  by  the  ni 
1990s.  Bonn's  Defense  Ministry  declines  to  comment  on 
plans  for  the  new  subs,  but  an  oflRcial  at  Ingenieurkon 
Liibeck,  which  designed  the  system,  confirms  the  order. 

The  subs  will  be  powered  by  fuel  cells  that  produce  elec  t  \ 
ity  by  combining  hydrogen  and  oxygen  in  an  electrochemi 
reaction.  The  fuel  cells  produce  almost  no  noise  or  heat,  il 
helping  the  subs  to  slip  through  the  water  undetected, 
hydrogen-powered  sub  can  stay  submerged  for  several  wet 
at  a  time,  while  conventional  diesel-powered  vessels  can  cru 
underwater  for  only  about  a  week.  The  hydrogen  fuel  cell  < 
be  adapted  to  almost  any  size  submarine.  And  existing 
can  be  retrofitted  with  the  new  fuel  cells.  Howaldtsweri 
Deutsche  Werft  of  Kiel  and  a  shipyard  in  Emden  owned  by  ' 
German  Thyssen  Group  will  build  the  new  subs. 


BLACKING  OUT  BRIGHT  LIGHT 
IN  A  FLASH 


James  L.  Fergason  is  at  it  "W^^i 
again.  In  1970,  he  invented 
liquid  crystal  displays.  Today 
he  holds  60  patents  on  that 
technology,  and  it's  used  in 
some  5  billion  items,  includ- 
ing watches  and  calculators, 
every  year.  Now  he's  figured 
out  how  to  make  liquid  crys- 
tal cells  that  will  switch  from 
clear  to  opaque  in  a  lightning 
1/20,000  of  a  second  when  hit 
with  bright  light.  He's  done 
that  by  constructing  the  crystals  so  that  only  the  surf;; 
layers  of  atoms  make  the  change. 

To  apply  the  technology,  Fergason  founded  Optical  Shies 
Ltd.  in  Menlo  Park,  Calif.,  which  develops  devices  to  proti 
eyes  and  sensors  from  bright  light.  "The  shutters  can  swrii 
fast  enough  to  protect  eyes  from  all  manner  of  flashes,"  sH 
Fergason.  Recently  the  company  started  supplying  protect^ 
lenses  to  Gorvus  Corp.  for  welders'  helmets.  But  such  g(r 
may  meet  an  even  more  critical  need  for  the  military.  Nuck 
and  laser  weapons  produce  flashes  that  can  temporarily  r 
even  permanently  blind  crews  in  airplanes  and  tanks,  li 
company  has  signed  two  contracts  with  the  Defense  DeptJ 
develop  protection  devices  for  those  battlefield  contingenciit 
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SCIENCE  &  TECHNOI 


Maybe  it  s  time 
you  kept  an  eye 
on  alltel. 


We're  building  a  presence  in  markets 
with  a  cellular  population  of  3,600,000. 


Seventeen  markets  in  13  states 
with  3,600,000  "cellular  POPS" 
(population  times  ownership 
interest).  That's  our  presence  in 
mobile  phones,  a  product  that 
may  someday  be  as  common  in 
cars  as  air  conditioning. 

Our  major  markets  have 
already  outperformed  growth 
forecasts.  And  we  have  been 
carefully  repositioning  our  stake 
in  smaller  markets  to  move  into 
faster-growing  Sun  Belt  systems. 

According  to  analysts,  the  value 
of  ALLTEEs  cellular  holdings,  as 
a  percentage  of  the  corporation's 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 

Assets   $2.2  billion 

Revenues  and  Sales  $1.1  billion 

Reported 

Net  Income   $125  million 

Earnings  Per  Share   $2.91 

From  Operations* 

Net  Income   $134  million 

Earnings  Per  Share   $3.13 

Dividend  Rate  $1.72 

Average  Common 
Shares  Outstanding  .  .42.3  million 

'Excludes  One -Time  Adjiislments 

Ticker  Symbol;  AT  Listed  on  the  New  York 

and  Pacific  Stock  Exchanges, 

ALLTEL  Corporation,  100  Executive 
Parkway,  Dept.  B,  Hudson,  OH  44236. 


^UXEL 

CORPORATION 

Excellence  in  Telecommunications 


total  market  capitalization,  gives  us 
one  of  the  best  relative  positions 
in  the  industry 

Cellular  fits  neatly  into 
ALLTELs  strategy  of  enhancing 
long-term  earnings  by  expanding 
into  non-regulated  operations 
that  relate  to  our  core  business, 
telecommunications. 

Our  total  return  to  shareholders 
consistently  outpoints  the  Dow, 
Standard  &  Poor's  and  our  peer 
group  average  of  the  industry's 
15  largest  companies.  For  a  closer 
look,  write  for  a  copy  of  our 
latest  annual  report. 


Guesswho 
already  made  a  fax 
when  a  ijost  card 
fromQucago 
to  Los  Angeles 
took  6  d^^? 


Toshiba  was  a  "high-tech,  state-of-the-art" 
company  long  before  those  fancy  labels  sprang 
into  vogue. 

But,  over  45  years  ago  our  first  fax  machine 
was  considered  simply  a  "dandy  contraption'.' 

Of  course  when  you've  been  mnovative  for  that 
many  decades,  the  results  can  be  remarkable. 

Today,  Toshiba  fax  is  a  high-tech  masterpiece. 
The  fact  is,  we  lead  the  pacK  in  the  design  and 
development  of  such  key  facsimile  components  . 


(Uveraii,  we  registerea  more  patents  m  tne  u.b. 
last  year  than  IBM  or  Xerox.) 

Now  that  you  know  how  long  we've  been 
"high-tech"  and  "state-of-the-art','  look  into 
Toshiba  fax. 

It's  a  dandy  contraption. 

And,  if  you're  buying  or  upgrading  a  facsimile 
system,  our  free  Management  Reports  will  help 
you  do  it  right.  Call  1-800-T-FAXING. 


I         Get  the  FREE  fax  import 
I      thafs  right  for  your  business. 
I  Call  1-800-T-FAXING 

TOBMIBA  AMERICA  IIMraRMATION  SYSTEMS,  IMC. 


In  Touch  with  Tomorrow 

TOSHIBA 

Facsimile  Systems  . 


i 


THE  HAYES  SMARTMODEM  1200.  "  Perfect  for  the  home  office  or 
when  you  have  to  bring  the  office  home 

THE  HAYES  V-SERIES  SMARTMODEM  2400.'"  With  data  compres- 
sion dehvers  4800  bps  and  beyond  with  error-control  over  dial-up 
lines.  PC-to-PC  or  PC-to-Host. 


THE  HAYES  SMARTMODEM  2400.'"  Higher  speeds  for  business.  Pi 
the  ability  to  go  from  PC  to  any  synchronous  or  asynchronous  Host, 

THE  HAYES  V-SERIES  SMARTMODEM  9600.'"  Throughput  of  19,20i 
bps  with  error-control.  PC-to-PC.  PC-to-Host.  Or  PC-to-LAN.  Over  dial- 
up  lines.  C  IQSO  Hayes  Microcoirputer  Products,  Inc' 
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NO  ONE  MODEM  IS  RIGHT  FOR  EVERYBODY. 

UNLESS  IT'S  A  HAYES. 

At  Hayes  we  make  a  number  of  different  modems.  Stand-alone  and  internal.  No  one  is  right  for  everyone,  but 
one  is  right  for  you. 

Whether  your  communication  needs  are  PC-to-PC,  PC-to-Host,  or  PC-to-Network,  we  have  the  modem  that 
will  best  address  the  specific  tasks  you  need  completed. 

And  we  have  the  perfect  companion  software,  because  we  design 
it  ourselves.  Our  Smartcom  family  of  software  offers  a  full  range  of 
capabilities  that  will  satisfy  the  communication  needs  of  both  the 
power  user  and  the  novice. 

We've  also  created  peripheral  and  enhancement  products 
designed  to  expand  your  system  and  improve  its  overall  performance. 

The  sum  of  these  products  is  a  company  that  provides  users  total  solutions  to  all  their  communication  prob- 
lems. Using  ordinary  dial-up  phone  lines. 

So  while  it's  not  true  that  one  modem  is  right  for  everybody  it  may  very  well  be  true  that  one  modem 
maker  is. 
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For  your  nearest  Hayes  dealer  call  800-635-1225.  Hayes  Microcomputer  Products.  Inc  ,  PC.  Box  105203.  Atlanta.  GA  30348. 
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I ILISHING 


iL  NEUHARTH  IS 

i  TOUGH  ACT  TO  FOLLOW 


ith  Gannett's  go-go  days  over,  CEO  Curley  must  cut  costs 


^^J^hen  he  was  chairman  of  Gan- 
I  nett  Co.,  Allen  H.  Neuharth 

I  ■  always  wore  black  and  white 
;hes.  But  now  that  he's  easing  into 
irement,  Neuharth  has  added  a  splash 
bright  red.  There  may  be  more  sym- 
ism  to  the  color  scheme  than  the  for- 
r  chairman  intends.  So  far,  Gannett 
been  able  to  sustain  its  two-decade 
ng  of  earnings  growth,  but  some  of 
iharth's  pet  properties — the  Detroit 
vs,  USA  Today,  and  a  spinoff  TV 
w — are  displaying  red  ink. 
feuharth  retired  as  chairman  on  Mar. 
md  planned  to  give  up  his  board  seat 
Apr.  27.  His  successor,  John  J.  Cur- 
will  have  to  figure 
how  to  keep  Gan- 
;'s  earnings  grow- 
.  "The  challenge 
Curley  is  to  main- 
i  double-digit 
wth  at  a  time  when 
aisitions  are  hard- 
0  find,"  says  First 
ton  Corp.  analyst 
in  R.  Gruneich. 
s  chief  executive 
the  past  three 
"s,  the  50-year-old 
ley  has  hewed  to 
iharth's  course. 

with  slower 
Nth  in  newspapers 
doubts  that  USA 
ay  and  some  TV 
ects  will  pay  off, 
may    have  to 
ige  direction.  Gannett's  net  earn- 
— which  included  a  $45  million  gain 
he  sale  of  a  stake  in  Cowles  Media 
-increased  14%  last  year,  to  $364 
on,  on  sales  of  $3.3  billion,  a  healthy 
return  on  equity.  Gannett  is  off  to  a 
ng  start  this  year:  Operating  earn- 
jumped  24%  in  the  first  quarter, 
arley's  biggest  problem:  turning  USA 
ay  into  a  money-maker.  With  two  ad 
hikes  planned,  the  paper  "has  a 
51    at  breaking  even"  in  1989,  says 
:!  f  financial  officer  Douglas  H. 
^!  lorkindale.  Goldman,  Sachs&  Co. 

icts  a  profit  (table),  something  Gan- 
1  promised  in  1988  but  didn't  deliver, 
[)  ly  because  of  the  special  expenses 


it  incurred  covering  the  Olympics  and 
election  campaigns.  But  advertising 
pages  fell  at  least  2%^  last  year.  In  the 
first  quarter  of  this  year,  ad  pages  fell 
8%.  And  the  paper  lost  $6  million,  com- 
pared to  $11  million  in  the  year-earlier 
quarter. 

At  other  newspapers,  Curley  will  em- 
phasize more  aggressive  cost-cutting 
and  more  autonomy  by  local  managers. 
He  has  slashed  the  staff  at  headquarters 
in  Rosslyn,  Va.,  through  attrition  or  by 
putting  corporate  employees  to  work  on 
Gannett's  local  papers.  There  are  now 
fewer  "circuit-riders" — managers  travel- 
ing to  check  on  Gannett's  properties. 


GANNETT:  THE  HOUSE  THAT 
ALLEN  NEUHARTH  BUILT 


Operating 

Properties                       Revenues  Income 

1989  estimates  in  millions 

LOCAL  NEWSPAPERS 

$2,528 

$668 

USA  TODAY 

335 

2 

TV  AND  RADIO  STATIONS 

415 

110 

TV  PROGRAMMING 

15 

-21 

BILLBOARDS 

270 

47 

CORPORATE  OVERHEAD 

-80 

TOTAL 

$3,563 

$726 

DATA  GOLDMAN,  SACHS,  &  CO, 


Although  Curley  is  cutting  costs  at 
headquarters,  he's  willing  to  spend  mon- 
ey to  improve  and  expand  Gannett  pa- 
pers. His  aim  is  twofold:  to  change  the 
long-held  industry  view  that  Gannett  pa- 
pers look  slick  but  offer  mediocre  jour- 
nalism and  to  justify  higher  ad  rates  by 
attracting  more  readers.  At  the  5^. 
Cloud  Times  in  Minnesota,  for  example, 
a  Sunday  edition  was  started  in  May, 
1988.  Already,  its  circulation  has  reached 
34,000,  compared  with  the  daily's  circula- 
tion of  28,500. 

TAXIS  AND  BICYCLES.  Consolidation  and 
cost-cutting  might  have  occurred  even 
without  a  management  change.  One  rea- 
son: It  would  be  difficult  to  duplicate  the 
acquisition  binge  in  the  1970s  and  1980s, 
when  Neuharth  spent  close  to  $1.5  bil- 
lion to  gobble  up  newspapers  from  coast 
to  coast.  Under  his  command,  Gannett 
grew  from  an  obscure  newspaper  group 
to  the  nation's  largest  owner  of  daily 
newspapers,  with  a  combined  daily  circu- 
lation of  6.3  million. 

Those  who  know  him  say  Curley's  qui- 
eter, more  focused  style  may  be  just 
what  Gannett  needs.  Curley  is  an  in- 
tense, cerebral  manag- 
er whose  affability 
masks  an  innate 
toughness.  What's 
more,  he  knows  the 
news  business  from 
the  reporter's  terminal 
to  the  delivery  chute. 

There  are  a  number 
of  differences  be- 
tween Curley  and 
Neuharth.  "Al  likes 
limos  and  corporate 
jets,"  says  Peter  S. 
Prichard,  editor  of 
USA  Today.  "John  is 
happy  with  taxicabs 
and  bicycles."  But 
both  worked  their  way 
through  newsrooms 
and  share  the  report- 
er's obsession  with  de- 
tail. "When  {;s'.4  Today  was  launched,  Al 
was  very  visibly  in  the  streets  checking 
the  boxes"  on  corners  all  over  Washing- 
ton, recalls  John  Seigenthaler,  editorial 
director  for  USA  Today.  "Curley  was  do- 
ing the  same  thing  on  the  telephone  to 
distant  cities." 

Curley  does  not  suffer  fools  gladly.  "I 
tend  to  be  less  willing  to  listen  to  people 
tell  me  the  same  thing  two  or  three 
times,"  Curley  says.  "I'm  more  likely  to 
act  quickly."  A  willingness  to  follow  his 
own  judgment  will  be  useful  this  year 
when  Curley  has  to  decide  whether  to 
pull  the  plug  on  the  USA  Today  televi- 
sion show.  The  program  was  launched  in 
1988  to  abysmal  reviews  criticizing  its 


CURLEY:  TOUGH  TESTS  AT  USA 
TOOA  r  AND  IN  TV 
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Free  price  comparison  to  prove  that  you  can 

Save  up  to  $500  a  year 
on  life  insurance 

without  ever  talking  to  a  salesman. 

^SelectQuote  saved 
me  42%  on  my  life 


No  matter  what  type  of  life 
insurance  you  have,  chances  are  good 
you  can  save  hundreds  each  year 
over  what  you're  paying  now.  Read 
how  easy  it  is  to  get  Americas 
top-rated  insurance  companies  to  bid 
their  ubsolute  km  est  price  for 
your  business. 

YouVe  probably  paying 
two  or  three  times  as 
much  as  you  have  to  for 
life  insurance  coverage. 

Most  people  pay  much  more  than 
they  have  to  for  life  insurance.  For 
e.xample,  people  with  Term  Life  often 
pay  twice  as  much  as  necessary  for 
the  amount  of  coverage  they  have. 

America's  top-rated 
insurance  companies 
will  bid  for 
>'our  business. 

Your  Select(^)uote  Comparison  is 
completely  unbiased.  The  informa- 
tion you  give  us  on  the  coupon  below 
is  entered  in  our  computer  The 
companies  are  then  compared  for  the 
lowest  rates  on  yearly-renewable 
term  life  insurance,  the  best  prices 
are  included  in  your  SelectQuote 
Price  Comparison. 

All  companies  are  rated  A  or  A+ 
by  A.M.  Best,  Americas  leading 
evaluation  service  for  insurance 
companies. 

.\eu'  York  QUdtfs  cnnluiri  onl}  .\eu  Yorlf  licensed 
companies 


insurance  premiums. 


"With  SelectQuote.  a  single  toll-free 
cull  brougfit  me  all  the  information 
I  needed.  And  nou- 1  save  almost  S300 


a  vear 


A.  Preston  Petty 
Retail  Consultant 


It's  easy  to  compare 
and  shop  at  home  —  no 
salesperson  will  call. 

Your  SelectQuote  Rate  Comparison 
is  completely  free  and  gives  you 
everv'thing  you  need  to  choose  the 
best  insurance  value.  If  you  have 
questions,  or  want  to  order  insurance 
by  phone,  call  us.  Our  highly-skilled 
representatives  will  assist  you. 

But  there  is  no  obligation  to  buy. 
And  we  have  no  salespeople  to  call 
you. 

Call  toll  free  today 

18003431985 


BW  030689  NY 


□  YES! 

Rush  me,  without 
obligation,  my  free 
.Se  lectQuote  Price 
Comparison  for: 

□  me  only 

□  me  and  my  spouse. 


Name 


Spduses  Name 


Address 


Crtv 


Stale 


Zip 


Cumplete  before  mailing 

AmounI  (if  Kiverasje  ($51). 111)11  mmlmum) 

YOU 
$ 

SPOILSE 
$ 

Birth  Date 

Sex 

□  M    □  F 

□  M    □  F 

yiiu  qualif)'  for  non-smiikers  dlsdiunt^ 
(  No  cigarettes  in  last  12  monttis) 

□  Yes  DNo 

□  Yes  QNo 

Coverage  Needed  By 

SelectQuote 


SENT 
TO  YOU 

FREE 

24HouRsy  INSURANCE  SERVICES  ~  i-800-343-i985 

140  Second  Street.  San  Franci.sco.  CA  9410.5 
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lack  of  punch;  it  was  reworked  in  Jan 
ary,  presumably  to  emphasize  news.  A 
though  ratings  have  increased  a  bit,  tl 
show's  future  is  verj'  much  in  doubt. 

The  show  is  only  one  of  the  failures  < 
GTG  Entertainment,  Gannett's  two-yea 
old  programming  partnership  with  fo 
mer  NBC  Inc.  Chairman  Grant  A.  Tinke 
GTG  sitcoms  The  Vau  Dyke  Show  ar 
Raising  Miranda  made  quick  exits  fro 
the  screen.  The  drama  T\"  101  lasted 
bit  longer  but  died  recently,  the  result  i 
terminal  indifference.  On  the  positii 
side,  Gannett  is  making  money  by  rer 
ing  out  GTG's  Culver  City  studios  ai 
soundstages.  But  the  net  loss  on  tl 
whole  GTG  deal  could  still  reach  $21  m 
lion  this  year,  according  to  Goldm£ 
Sachs  analyst  Eric  Philo. 
DOMINANT  PLAYER.  There's  no  comfort 
be  found  at  Gannett's  10  T\'  station 
They  posted  a  meager  1%  gain  in  rev 
nue  last  year.  First-quarter  revenui 
rose  ^.1%,  the  result  of  additional  incon 
from  two  stations  Gannett  bought 
Jacksonville,  Fla.,  and  Greensboro,  N. ' 
By  contrast,  outdoor  advertising, 
which  Gannett  is  the  dominant  player 
the  U.  S.,  is  expected  to  post  double-dig 
revenue  gains  this  year,  aided  by  tl 
July,  1988,  acquisition  of  New  York  Su 
ways  Advertising  Co..  a  major  urbj 
mass-transit  billboard  company. 

But  newspapers  still  provide  the  bu 
of  Gannett's  operating  profit — close 
90''<  in  1988.  And  that  isn't  likely 
change  under  Curley.  Although  med 
experts  questioned  Gannett's  wisdo 
when  it  bought  the  money-losing  Detro 
News  as  part  of  a  newspaper-and-T^'  de 
worth  ST  17  million,  the  purchase  no 
looks  pretty  good.  True,  the  Mews  losi 
as  much  as  $3  million  a  quarter  by  son 
estimates,  but  the  hemorrhaging  ecu 
stop  under  a  proposed  joint-operatir 
agreement  with  Knight-Ridder  Inc. 
Free  Press.  That  would  let  the  pape: 
merge  their  business  departments  ai 
share  profits  while  maintaining  indepe 
dent  editorial  staffs.  The  U.  S.  Supren 
Court  is  deciding  whether  to  block  tl 
deal,  but  none  like  it  has  been  stopp( 
before. 

One  thing  Curley  doesn't  foresee 
Gannett  involvement  in  the  kind  of  inte 
national  media  mergers  that  have  be< 
common  of  late.  Still,  the  company  keej 
an  eye  out  for  domestic  properties.  Cuj 
ley  says  he  feels  no  pressure  to  do  i 
deal  for  the  sake  of  it.  "You  can  bt* 
revenue  all  the  time,"  he  says.  "That' 
no  trick.  We're  going  to  stay  with  whi 
we  know."  | 

That  may  not  be  Xeuharth's  way.  B  ! 
with  the  problems  he  left  behind,  CurM 
has  little  choice.  ■ 
By  Tim  Smart  in  Rosslyn,  Va.,  xvit\ 
Ronald  Grover  in  Los  Angeles 


Ml|l 


'Tm  telling  you,  next  time 
Randolph  is  coming  to  us!" 

Fortunately,  there  are  easier  ways  to  reach  one's  business  friends  nowadays. 
Even  across  borders  and  time  zones.  If  you  want  to  improve  your  communication 
with  Germany,  have  a  word  with  the  Deutsche  Bundespost.They  have  the  most 
up-to-date  know-how,  nationwide  networks  and  advanced  communications 
services  available.  Whether  it's  Text  or  Data  Communication,  Videoconference, 
ISDN  or  optical  fibre  technology,  today  and  in  the  future  the  Deutsche  Bundespost 
is  the  right  partner  for  companies  dependent  on  communication  across 
boundaries.  For  further  information  please  contact:  Deutsche  Bundespost, 
RO.  Box  1190,  D-6600  Saarbrucken,  Federal  Republic  of  Germany. 
Telephone:  -f-+  49  615183  46  41.  We're  removing  old  barriers  to  cooperation. 

iQf  Deutsche  Bundespost 
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ONLY  THE  STRONG  WILL  SURVIVE 
THE  THRIFT  RESCUE 
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All  but  superthrifts  and  niche  S&Ls  will  disappear  under  Congress'  strict  new  measures 


Savings  and  loans  boomed.  Then 
they  swooned.  That  was  the  1980s. 
But,  alas,  the  1990s  aren't  likely  to 
start  out  any  more  serenely.  The  busi- 
ness is  headed  for  a  massive  shakeout. 

As  Congress  finishes  work  on  Presi- 
dent Bush's  S50  billion  plan  to  revive  the 
thrifts  (table),  analysts  and  industry-  ex- 
ecutives increasingly  believe  the  project 
will  be  more  triage  than  rescue. 
But  while  no  one  argues  that  all 
the  critically  ill  thrifts  should  be 
saved,  a  growing  number  of  ob- 
servers feel  Washington  has  not 
yet  faced  up  to  the  full  costs  of 
letting  them  go  under.  San  Fran- 
cisco consultant  Dan  Brumbaugh 
estimates  that  "at  least"  an  addi- 
tional SGO  billion  will  be  needed. 
'STRONG  DOSE.'  In  any  case,  in  a 
few  years  half  of  the  nation's 
3,000  thrifts  could  disappear.  The 
survivors  will  be  dominated  by  a 
dozen  superthrifts  that  will  pro- 
vide mortgages  nationwide,  pre- 
dicts Richard  T.  Pratt,  chairman 
of  Merrill  Lynch  Mortgage  Capi- 
tal Inc.  The  vast  majority  remain- 
ing will  be  small  fr\-  with  local- 
niche  businesses  or  will  adapt  by 


providing  services  for  the  giants,  Pratt 
says. 

The  measures  moving  through  Con- 
gress contain  much  of  the  program  the 
President  proposed  in  February.  Some 
$50  billion  would  be  pumped  into  a  new 
agency  that  will  shutter  several  hundred 
unsalvageable  S&Ls.  Congress  also  is  ex- 
pected to  give  the  thrifts  as  little  as  two 


HOW  WASHINGTON  WANTS 
TO  RESHAPE  THE  S&U 

Congress  is  still  rewriting  the  rule  book,  but  here's  what  it 
sees  for  the  industry's  future 

MARCH[NG  ORDERS  Surviving  thrifts  must  get  back  to 
basics,  depending  mainly  on  consumer  deposits  and  de- 
voting up  to  80%  of  their  assets  to  housing 

REDUCTION  IN  FORCE  Many  more  thrifts  will  be  closed 
down  or  gobbled  up  by  rivals,  thinning  the  ranks  to 
about  1,000  in  five  years  from  a  peak  of  4,500  in  1966 
and  3.000  today 

REGULATION  The  Treasury'  and  the  Federal  Deposit  In- 
surance Corp.  wtE  take  charge  as  the  Federal  Home 
Loan  Bank  Board  is  killed  off 

SOUNDNESS  By  1991,  thrifts  must  boost  capital  from  3% 
to  6%  of  assets,  the  same  as  commercial  banks 


years  to  boost  their  capital — the  cush 
against  loan  losses — from  the  currf^' 
Z%  of  assets  to  as  much  as  6%.  "It' 
strong  dose  in  a  short  time  period,"  s; 
Gerald  J.  Ford,  chairman  of  First 
tar  Bank  in  Houston. 

The  Senate  bill,  passed  on  Apr 
tries  to  lessen  the  sting  by  stipulat 
that  only  a  quarter  of  the  capital  has 
be  tangible — primarily  equity 
retained  earnings.  The  rest 
include  such  intangibles  as  go 
will.  Currently,  all  of  a  thri 
capital  can  be  intangible, 
even  with  the  Senate's  leew 
hundreds  of  thrifts  won't  m; 
the  first  cut.  According  to  Fer 
son  &  Co.,  686  of  the  3,000  S, 
couldn't  comply. 

Thrifts  looking  to  raise  moi 
will  find  the  going  rough.  Unpi 
itable  and  marginal  thrifts  w( 
be  able  to  boost  capital  throi 
retained  earnings.  Stock  offerii  • 
are  "a  difficult  proposition  unl 
you're  showing  good  profits,  ; 
only  the  California  instituti 
have  held  up,"  says  CEO  Bo  M( 
lister  of  San  Antonio  Savings 
Compounding  the  S&Ls'  pi 
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fis  are  the  new  limits  tliat  discourage 
!m  from  dabbling  in  nontraditional 
itures — such  as  real  estate  develop- 
nt — and  force  them  back  into  the 
rtgage  business.  Under  the  Senate 
,  S&Ls  must  continue  to  hold  607c  of 
■ir  assets  in  mortgage-related  activi- 
i.  Commercial  real  estate  lending 
uld  be  limited  to  four  times  a  thrift's 
lital,  instead  of  the  current  407f  of 
ets.  The  House  may  go  a  step  further 
compelling  S&Ls  to  keep  as  much  as 
'o  of  their  assets  in  mortgage  and  Con- 
ner loans. 

Executives  of  some  healthy  thrifts 
rry  that  this  narrowing  of  S&L  activi- 
;  will  cut  into  earnings  and  drive 
iy  potential  investors.  "If  you  require 
re  capital  and  limit  the  areas  of  in- 
tment  allowed,  you're  going  to 
eeze  the  profitability  of  the  busi- 
s,"  says  Robert  F.  Adelizzi,  president 
Home  Federal  Savings  &  Loan  Assn. 
ian  Diego,  which  would  be  forced  to 
ist  some  of  its  profitable  real  estate 
jstments  under  the  new  rules. 
iBEGOTTEN  NOTION.'  While  forays  into 
dmill  farms  and  the  like  are  what  did 
nany  thrifts,  Brumbaugh  thinks  that 
attempt  to  halt  speculative  ventures 
Id  backfire.  He  notes  that  many 
fts  in  the  early  1980s  were  whip- 
ed  as  the  interest  rates  they  had  to 
depositors  to  lure  funds  shot  higher 
1  those  they  were  collecting  on  fixed- 
'  mortgages.  In  this  sense,  he  says, 
;  a  misbegotten  notion  that  S&Ls  will 
nore  profitable  and  safer"  when  they 
i  to  mortgages. 

awmakers  hope  that  the  industry  can 
some  salvation  from  outsiders,  par- 
larly  banks.  Both  the  House  and  Sen- 
bills  would  let  banks  acquire 
thy  as  well  as  sick  thrifts, 
ere's  plenty  of  opportunity         '  ' 
he  savings  and  loan  indus- 
'  says  J.  Carlsen  Huey,  se- 
vice-president  for  Citizens  & 
thern  Corp.  in  Atlanta.  C&S,  which  is 
ing  for  a  stake  in  the  growing  South 
it  area,  has  a  $27  million  deal  pend- 
to  buy  First  Federal  Savings 
k  of  Brunswick,  Ga.  Many  thrifts 
may  try  to  diversify  by  courting 
ts,  says  consultant  William  M.  Isaac, 
at  only  a  relative  handful  of  thrifts 
be  attractive  to  banks.  Hundreds 
e  thinly  capitalized  thrifts  could  slide 
insolvency.  "My  guess  is  that  Con- 
is  will  have  to  come  back  to  this 
s,"  says  Lewis  S.  Ranieri,  owner  of 
ston-based  United  Savings  Assn.  of 
is.  Managing  to  postpone  the  thrift 
s  occupied  Washington  for  most  of 
decade;  managing  the  crisis  itself 
occupy  the  lawmakers  for  much  of 
next  decade. 

/  Catherine  Yang  in  Washington,  uith 
d  Zigas  in  New  York  and  bureau  re- 
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THIS  YEAR,  LBO  MEANS 
lET'S  BACK  OFF' 


The  megadeal  rash  has  subsided  as  backers  play  wait-and-see 


Last  year,  James  J.  Burke  got  insti- 
tutions to  commit  a  cool  $L5  billion 
for  leveraged  buyouts.  Against  a 
backdrop  of  red-hot  LBO  activity  and  his 
record  of  large,  successful  deals,  this 
wasn't  too  difficult.  Today,  Burke,  the 
chief  executive  of  Merrill  Lynch  Capital 
Partners,  still  has  907f  of  that  money  in 
reserve,  waiting  for  the  right  deals  to 
come  along. 

Capital  Partners  is  not  the  only  LBO 
firm  with  a  hoard  of  uncommitted  cash. 
After  a  frenzied  1988,  the  LBO  market 
has  slowed  down.  LBO  deals  hit  a  record 
$36.8  billion  in  the  last  quarter  of  1988. 
Even  without  the  $29.6  billion  RJR  Na- 
bisco Inc.  blockbuster,  they  would  have 
totaled  $7.2  billion.  But  this  year's  first 
quarter  saw  just  $3.4  billion  worth  of 
deals  announced,  according  to  IDD  Infor- 
mation Services  Inc.  "The  craze  is  be- 
hind us,"  says  Arthur  Nagle,  chairman 
of  Vestar  Capital  Partners  Inc.,  an  LBO 
firm. 

It  isn't  Congress,  as  many  LBO  practi- 
tioners feared,  but  the  Federal  Reserve 
Board  that  has  put  on  the  brakes.  Last 
year,  LBOs  of  large  public  companies 
thrived  on  interest  rates  as  low  as 
9.5%.  Now,  with  the  prime  rate 


at  11.5%,  taking  companies  private 
through  hefty  debt  is  often  turning  out 
to  be  prohibitively  expensive.  And  after 
a  year  of  bargain  prices,  many  stocks 
are  flirting  with  their  precrash  highs. 
"Right  now,  you  have  the  worst  combi- 
nation of  high  prices  and  a  high  cost  of 
financing,"  says  Burke.  "A  lot  of  large 
deals  are  getting  looked  at,  but  not 
many  are  consummated." 

JUNK-BOND  JEOPARDY.  The   OUtlook  is 

not  all  bleak.  This  year's  first  billion-plus 
LBO  was  announced  in  April:  the  $1.2 
billion  buyout  of  Grand  Union  Co.  And 
in  the  next  few  weeks,  there  could  be 
multibillion  LBOs  of  NWA  Inc.  and  TW 
Services  Inc.,  both  of  which  are  in  play. 

Indeed,  if  interest  rates  fall  or  if  the 
stock  market  tumbles,  the  LBO  market 
could  come  back  quickly.  But  even  opti- 
mists predict  that  1989  will  be  off"  about 
20%  from  last  year's  pre-RJR  Nabisco 
pace,  says  Daniel  J.  Good,  a  former 
Shearson  Lehman  Hutton  investment 
banker  who  now  runs  Good  Capital  Co. 

Big  LBOs  also  have  suffered  from  a 
dearth  of  hostile  bids.  When  raiders  at- 
tack, LBO  firms  can  play  white  knight 
and  rescue  the  company  by  taking  it 
private.  Now  that  the 


THE  LBO  BANDWAGON 
LOSES  MOMENTUM 
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The  third  in  a  series  to  help  set  the  record  straight.  I 

The  Price  M>l  I 

"Some  long  distance  companies  say  they  can  save  you  m\^^^^^ 
However,  the  average  business  call  is  over  4  minutes'/ 


Jack  Duffy  AT&T 
District  Manager 


one-minute  call. 


"It  pays  to  read  the  fine  print  in  ad,^ 
for  long  distance  service.  You'll  find 
some  companies  making  cost  com- 
parisons to  AT&T  for  a  6-second  or  12- 
second  call.  Can  you  believe  that?  How 
many  6-second  calls  do  you  make? 

The  truth  is,  most  business 
calls  are  longer  than  one  minute. 
And  on  that  basis,  AT&T's  prices  are 
extremely  competitive. 

In  fact,  the  longer  you  talk,  the  more         /7  ^ 
competitive  our  prices  become. 

All  of  which  is  pretty  remarkable.      ^^^^  ^^^^ 
Especially  when  you  consider  that,with  us, you're  getting  ATs:T 
quality  service,  technology  and  reliability 

You're  getting  the  most  advanced  network  in  the  world.  A  net- 
work that  checks  the  path  a  call  takes,  both  ways,  to  make  sure 
it's  trouble-free.  A  network  that  offers  the  fastest  call  setup  time. 
And  the  clearest,  highest  quality  data  transmission  possible. 

With  AT&X  every  time  you  make  a  long  distance  call,  time  is 
on  your  side.  And  so  is  a  whole  lot  more." 

It's  time  you  knew  the  facts  about  long  distance 
prices.  Call  us  now  at: 

1800  222-0400 


ATgT 

The  right  choice. 
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The  Hotel  Royal  Taipei. 
Old  World  refinement  and 
sophistication  that"s 
reminiscent  of  southern 

France.  Along  vvith 
uniquely  personalized 
service  that  helps 
make  a  stay  memorable. 
Experience  it. 


hotel  royal  taipei 

37-'  Sect  on  2,  Cr.ung  S'^an  Ncr^  Hoac  Ta      ,  .ai^a 
Tel  5i2'-3266  Telex  23915 
Cable  ROYAL  HTl  Fax  543-4897 


AnikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines  office.  LRI 
or  Nikko  Hotels  International 
Toll  free  in  U  S  and  Canada 
1-800-NIKKO-US  (645-5687) 


THE  (;r.\noe  collectio.s-  of  hotels 
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number  of  hostile  deals  is  down,  so  is 
the  number  of  LBOs.  Says  Martin  H.  Du- 
bilier,  chairman  of  Clayton  &  Dubilier 
Co.,  an  LBO  fii-m:  "Xo  one  is  doing  large, 
controversial  deals."' 

The  legal  problems  facing  junk-bond 
kingpin  Drexel  Burnham  Lambert  Inc. 
are  key  in  cooling  hostile  bids.  "Well 
over  50^^f  of  the  raiders  are  Drexel- 
backed.  So.  to  the  extent  raiders  them- 
selves decide  to  lie  low  or  they  can't  get 
Drexel  to  finance  them,  the  business  has 
slowed  up,"  says  one  LBO  player. 

The  fallout  from  the  RJR  Xabisco  deal 
is  putting  another  damper  on  the  mar- 
ket. Commercial  banks  and  the  junk- 
bond  market  are  still  digesting  the  mas- 
sive financing,  which  will  not  be 
completed  until  sometime  in  ^lay.  Lend- 
ers are  more  cautious,  especially  about 
marginal  deals.  Says  James  H.  Rein- 
hardt,  a  senior  associate  at  Wilshire  As- 
sociates: "It's  tough  to  get  a  deal  fi- 
nanced when  banks  say,  "Well,  we'll 
answer  your  call  in  a  few  months,  after 
we  syndicate  the  debt  for  PJR.'  " 

Ironically,  the  dreaded  political  storm 
in  Washington  over  the  megadeal  has 
proved  to  be  a  tempest  in  a  teapot.  After 
the  Bush  Administration  decided  not  to 
initiate  action,  the  congressional  leader- 
ship has  proved  unequal  to  the  task. 
Congress,  faced  with  such  a  complex  is- 
sue, can't  agree  on  what  the  problem  is. 
much  less  come  up  with  a  solution.  It  is 
still  going  through  the  motions,  howev- 
er: The  House  Ways  &  Means  Commit- 
tee has  compiled  a  list  of  possible  legis- 
lative remedies  and  will  continue  to  hold 
hearings.  But  only  modest  changes 
stand  much  chance  of  passage.  "Absent 
a  real  horror  story  or  yet  another  RJR 
deal,  there  doesn't  seem  to  be  the  mood 
to  tackle  this,"  says  a  Hill  staffer. 
STORMY  WEATHER.  Political  sensitivities 
are  more  apparent  among  the  public  and 
corporate  pension  funds  that  bankrolled 
the  LBO  boom,  providing  most  of  the 
money  for  the  equity  portions  of  the 
deals.  The  pension-fund  managers  who 
drove  the  LBO  market  are  backing  away 
from  it  and  are  putting  very  little  new 
money  into  the  pools  that  LBO  firms  use 
to  buy  companies.  "Fund-raising  among 
pension  funds  has  been  the  slowest  in 
five  years,"  says  Robert  F.  Johnston, 
president  of  Beacon  Hill  Financial  Corp.. 
a  Boston  firm  that  specializes  in  LBO 
financing. 

LBO  firms  have  not  run  out  of  cash: 
Existing  pools  boast  a  hefty  815  billion 
to  S20  billion,  which  translates  into 
about  S200  billion  of  purchasing  power. 
Even  though  pension  funds  are  not  rush- 
ing to  commit  new  money,  they  are  stay- 
ing in  the  game.  Indeed,  to  cover  the 
overhead  cost  of  searching  for  deals, 
they're  willing  to  pay  the  LBO  firms  an- 


nual commitment  fees  of  Yic  to  of  tl 
capital  they've  pledged. 

But  the  whole  system  is  "giidlocked 
says  Beacon's  Johnston.  New  equr 
money  won't  flow  in  from  pension  fun< 
until  uneasiness  about  the  RJR  Xabisi 
deal  and  the  possibility  of  congression 
action  subsides  totally.  It  hasn't  yet.  i\ 
ter  10  years  of  participating  in  Clajlc 
&  Dubilier's  LBO  funds,  the  Wor 
Bank's  pension  fund  decided  recent 
not  to  renew  its  S15  million  commitmei 
Despite  averaging  gains  of  lOO^c  p 
year  on  LBOs,  the  151-nation  agen 
clearly  senses  that  the  political  climate 
not  right  for  further  LBO  investment, 

Some  states,  including  Michigan,  ha 
passed  legislation  prohibiting  state  pe 
sion  funds  from  investing  in  LBOs. 


Congress  can't  seem 
to  agree  on  what  the 
problem  is — much  less 
come  up  with  a  solution 


grounds  that  LBOs  often  result  in  e; 
ployee  layoffs.  Corporate  directors  a 
nervous,  too.  Their  nightmare:  An  L 
fund  holding  company  pension  mon 
makes  a  hostile  bid  for  their  compar 
RJR  Xabisco's  pension  fund  had  mon 
invested  in  Forstmann  Little  &  Co., 
LBO  firm  that  showed  up  as  a  bidder. 

Skittishness  among  U.  S.  pensi 
funds  has  forced  LBO  firms  to  look  eli 
where  for  sources  of  equity.  Wassi 
stein  Perella  &  Co.,  for  one.  raised  oi 
third  to  one-half  of  its  SI  billion  L 
fund  from  Japanese  banks. 

While  deals  involving  big  public  co 
pames  have  slowed,  there  is  still  a  lot 
LBO  activity.  Buyouts  are  still  being  do 
in  the  range  of  SoO  million  to  SI  billi( 
Most  common  are  deals  less  sensitive 
interest  rates  and  the  stock  mark 
such  as  divestitures  of  divisions.  Resa 
of  companies  that  have  gone  private  I 
fore  are  also  continuing,  with  the  LBO 
alternative  to  a  new  public  stock  issu 

Despite  the  slowdown  in  new  dea 
don't  expect  layoffs  in  LBO-land.  Ev 
the  largest  LBO  firms  have  20  professi( 
als  at  most  on  staff.  Their  wages  a 
other  fixed  costs  are  covered  by  their 
to  T'(  commitment  fees.  And  now 
prime  time  for  established  firms  to  ke 
busy  by  selling  off  some  of  their  port 
lio  of  companies.  For  riding  out  the 
terest  rate  cycle,  the  LBO  business  is  ] 
sitioned  better  than  most  others  on  W 
Street. 

By  Leah  J.  Xathans  in  Xeu-  York  w, 
Hoicanl  Glcckman  in  Washington 


^u're  presenting  the  Board 
with  a  30%  increase  in  budget. 

Better  do  it  on  an  HP  Laser[et 


When  it  counts,  there  else  makes  you  look 

is  only  one.  The  Hewlett-  quite  this  good.  Or  a 

Packard  LaserJet  budget  look  quite  this 

Series  II  printer  Nothing  reasonable. 


Call  1-800-752-0900, 
Ext.783E  for  an  author- 
ized HP  dealer  near  you. 


EWLETT 
PACKARD 
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On  saving 


"Over  one  hundred  men 
and  women  have  been  given 
a  second  chance  at  life  with 
the  JARVIK'  7  artificial  heart, 
used  to  sustain  them  until  a 
natural  heart  could  be  found. 
Many  are  now  living  normal 
lives  and  I  know  they  have  a 
new-found  respect  for  the  im- 
portance of  time. 

All  the  advances  in  science 
and  technology  cannot  alter 
the  number  of  hours  that  we 
have  each  day  And  by  making 
every  second  count,  we'll 
certainly  be  able  to  accomplish 
much  more.  Whether  it's  in 
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ime. 


(usiness  or  in  our  personal  lives. 

To  me,  effective  time  manage- 
lent  is  an  extension  of  effective 
linking.  Most  creative  ideas 
re  enhanced  by  the  ability  to 
uickly  and  readily  get  them 
down.  I  find 


that  dicta- 
tion helps  me 
record  an  idea 
quickly  and  accu- 
rately, be  it  a  draft  of 
a  scientific  paper  or 
a  description  for  a  new 
invention.  Dictation  also 
helps  me  compose  letters 
that  are  much  more  personal 
and  spontaneous. 

I've  developed  a  healthy 
respect  for  the  value  of  time 
over  the  years,  and  believe  that 
it's  critical  for  us  to  recognize  its 
importance.  Managing  it  effec- 
tively can  be  a  real  life  saver." 


Dictaphone  has  many  pro- 
ducts to  help  you  better 
manage  your  time.  From  por- 
table recorders  to  voice  deliv- 
ery systems  that  let  you  leave 
dictation  for  your  secretary 
any  hour  of  the  day  or  night. 
And  when  you're  on  the  road, 
you  can  phone  in  dictation  or 
leave  a  message  for  anyone 
in  your  office. 

At  the  heart  of  time  man- 
agement, you'll  always 
find  Dictaphone  equipment. 

Dictaphone. 
Time  Management 


Call  1-800-433-0880 

for  more  information.  Or  mail  to:  Dictaphone 
Corporation,  3191  Broadbridge  Avenue 
Stratford,  CT  06497-2559 
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INVESTMENT  BANKING  I 


LOUIS  KELSO'S  BABY 

IS  MAKING  DADDY  PROUD 


ESOPs  are  hot — and  his  firm  wants  to  rescue  NWA  with  one 


When  Louis  0.  Kelso  ap- 
proached the  University  of 
Colorado's  economics  depart- 
ment in  1934,  he  was  rebuffed  by  the 
chairman  as  a  "troublemaker"  for  blam- 
ing the  Depression  on  economists.  Kelso 
enrolled  in  finance  and  law,  a  combina- 
tion that  led  to  a  revolution:  He  devised 
the  employee  stock-ownership  plan  as  a 
tool  to  spread  the  nation's  wealth. 

More  than  30  years  after  his 
first  deal,  the  father  of  E.S0Ps  is 
gratified  by  the  recent  headlong 
rush  of  major  corporations  such  as 
Procter  &  Gamble,  Texaco,  and 
PPG  Industries  into  emplovee  stock 
plans  (BW— Mar.  20).  Kelso  &  Co., 
the  merchant  banking  firm  Kelso 
started  in  1970  to  promote  his  con- 
cept, has  been  sitting  out  much  of 
this  recent  boom.  But  the  New 
York-based  firm  may  soon  reenter 
the  market  with  a  friendly  bid  for 
XWA  Inc.,  the  parent  of  Northwest 
Airlines,  and  the  target  of  a  hos- 
tile bid  by  Los  Angeles  investor 
Marvin  Davis. 

PASSIONATE.  The  return  to  big- 
league  E.SOPS  would  make  Kelso  a 
happy  man.  Although  co-chairman 
of  Kelso  &  Co.,  he  hasn't  run  the 
firm  for  many  years.  Contemplat- 
ing the  burgeoning  ESOP  industiy 
from  his  San  Francisco  office,  he 
dismisses  criticism  of  companies 
that  install  ESOPs  largely  as  a 
takeover  defense.  "Big  companies 
are  doing  the  right  thing  for  the 
wrong  reasons,"  says  Kelso,  still 
passionate  about  ESOPs  at  75.  "But 
that's  a  whale  of  a  lot  better  than 
doing  the  wrong  thing  for  any  rea- 
son I  know." 

The  kind  of  ESOP  that  is  flour- 
ishing now  is  Kelso's  original 
brainchild — the  leveraged  ESOP 
through  which  a  company  takes 
loans  secured  by  its  own  assets 
places  an  equivalent  amount  of  stock  in 
trust  for  employees.  Stock-ownership 
plans  enable  employees  to  bootstrap 
themselves  up  from  a  workaday  exis- 
tence, Kelso  argues.  Indeed,  the  amount 
of  capital  borrowed  by  U.  S.  ESOPs  has 
soared  fifteenfold,  from  $1.2  billion  in 
1986  to  an  annual  rate  of  about  S18  bil- 


lion in  the  first  quarter  of  1989,  accord- 
ing to  the  Center  for  Employee  Owner- 
ship in  Oakland,  Calif. 

But  like  many  pioneers,  Kelso  &  Co. 
mined  little  of  the  vein  it  discovered.  In 
1985,  the  Labor  Dept.  derailed  Kelso's 
$600  million  ESOP  buyout  of  Cleveland- 
based  Scott  Fetzer  Co.,  charging  that 
the  deal's  structure  gave  management 
and  outside  investors  a  bigger  share  of 


out 
and 


equity  than  employees  for  less  cost. 
Since  then,  Joseph  S.  Schuchert,  59,  a 
corporate  attorney  who  became  chief  ex- 
ecutive oflRcer  in  1977  and  later  co-chair- 
man of  Kelso  &  Co.,  has  concentrated  on 
leveraged  buyouts  and  steered  clear  of 
leveraged  ESOPs.  The  Labor  Dept.  has 
yet  to  put  forth  guidelines  on  the  alloca- 
tion of  equity  in  leveraged  ESOP  deals,  as 
it  has  promised  since  1986.  Until  it  does, 


a 


"we're  still  in  never-never  land,  and  w( 
avoid  experimentation,"  Schuchert  vov 
Well,  maybe  with  one  exception:  Scl- 
chert  told  business  WEEK  that  Kelso  h 
obtained  confidential  financial  data  fr( 
Northwest  and  may  make  an  offer 
the  beleaguered  carrier.  If  it  does, 
bid  would  rival  in  size  Kelso's  larg( 
transaction  ever — $8  billion  last  year  i 
the  LBO  of  American  Standard  Inc.  A 
it  would  almost  certainly  include  lev 
aged  ESOP  funds — Kelso's  first  sii 
1985.  Schuchert  says  the  excepti 
might  be  justified  because  the  ultimj 
allocation  of  equity  would  have  to 
approved  by  Northwest's  unions.  W 
the  unions  protecting  employees'  int 
ests,  the  Labor  Dept.  likely  would  ha 
little  grounds  for  challenge. 
'IT'S  IRONIC  Kelso  admits  he  would 
more  leveraged  ESOPs  were  he  runni 
the  show;  "It's  ironic  that  the  firm  tl 
invented  the  concept  is  less 
gressive"  than  Drexel  Burnh 
Lambert,  Chase  Manhattan, 
Wesray  Capital,  he  says.  Th( 
firms  and  others  have  found  w 
to  structure  leveraged  ESOPs  w 
avoiding  interference  from 
government.  But  for  Schucht 
"Scott  Fetzer  is  still  an  unhea 
wound,"  says  Malon  Wilkus,  pn 
dent  of  American  Capital  Stra 
gies  Ltd.,  another  ESOP  special: 
Schuchert  still  insists  that  the 
bor  Dept.  position  was  "flawed 
No  matter.  Schuchert  has  d( 
well  in  the  straight  LBO  busine 
Since  1980,  Kelso  &  Co.  has  p 
about  $7  billion  for  33  compani 
in  which  the  firm  tj'pically  reta 
at  least  lO^c  of  the  equity.  Retx 
on  equity  of  all  funds  invested 
date  has  averaged  more  than  10 
a  year,  sources  say.  Kelso's  eel 
rity  for  pioneering  ESOPs  still  c 
ries  clout,  especially  in  the  fin 
efforts  to  recruit  company  man 
ers  to  join  its  buyouts. 

Kelso  himself  has  little  time 
dally  in  deals  an\Tnore.  As  a  s 
of  self-appointed  ambassador 
democratic  capitalism,  he  s 
works  full-time  with  his  wife  of 
years,  Patricia,  pressing  his  bn 
of  economics  on  developers  of  \ 
versity  curriculums  and  lobby 
U.  S.  congressmen  on  seven  ot 
ESOP-like  ideas  for  raising  the  earn 
power  of  workers.  Last  fall,  he  span 
month  lecturing  European  bankers 
government  officials  on  the  virtues 
employee  ownership.  "I'm  here 
change  the  national  economic  policy," 
says.  "I  don't  intend  to  waste  my  tinr 
By  Jonathan  B.  Levine  in  Safi  Fran 
CO,  with  Leah  J.  Xathans  and  John  Hi 
in  Xew  York 
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iSUMER  FINANCE  I 


IDRD  CREDIT  IS 
EARNING  TO  SAY  'NO' 


easy  terms  sell  cars,  but  loan  losses  have  soared 


rhe  banners  have  been  flying  over 
Ford  dealerships  for  weeks,  herald- 
ing another  round  of  cut-rate  fi- 
ling meant  to  move  slow-selling  cars, 
not  just  anyone  will  be  able  to  snag 
of  those  2.9%  loans.  Financing  fren- 
of  years  past  have  come  back  to 
at  Ford  Motor  Credit  Co.  in  the  form 
■ising  loan  losses.  As  a  result,  the 
I  maker's  lending  arm  is  getting 
[her  about  who  will  get  the  favor- 
financing  and  on  what  terms.  And 
Drd  Credit  makes  it  too  hard  to  bor- 
financing  incentives  could  lose 
e  of  their  sales  appeal, 
s  not  easy  for  Ford  Credit  to  say  no. 
the  financing  wing  of  Ford  Motor 


"We  sort  of  said,  'We'll  slow  the  world 
down  just  a  little  bit,'  "  says  Ford  Credit 
Chairman  William  E.  Odom. 

The  credit  subsidiary's  problem  with 
incentive  financing  is  not  rates  that  are 
too  low.  Its  parent  absorbs  the  loss  by 
paying  the  difference  between  2.9%  and 
the  market  rate,  about  13%.  Trouble 
starts  when  loan  officers  are  swamped 
by  applications,  and  less-qualified  ones 
slip  through.  In  1986,  for  example.  Ford 
Credit  financed  42.2%  of  all  new  Ford 
cars  and  trucks  sold — about  1.7  million 
vehicles.  That's  more  than  double  the 
number  financed  only  two  years  earlier. 

What's  more,  losses  are  still 
from  a  program  launched 


Ford  Credit  is  combating  its  bad-loan 
woes  on  several  fronts.  It  set  up  a  com- 
puter system  linking  more  than  2,500 
large-volume  dealers  with  the  home  of- 
fice, nearly  doubled  its  staff',  to  7,000, 
and  opened  a  new  training  center. 
HAND  'EM  OVER.  The  finance  arm  is  also 
tougher  on  five-year  loans,  which  have  a 
higher  default  rate  than  shorter-term 
loans.  Ford  estimates  that  a  buyer  with 
a  five-year  loan  owes  more  than  the  car 
is  worth  until  the  37th  monthly  payment. 
That's  because  the  vehicle  depreciates 
faster  than  the  loan  amortizes.  Some 
buyers,  learning  that  their  one-  or  two- 
year-old  cars  are  worth  less  than  the 
outstanding  debt,  simply  hand  over  the 
keys  or  stop  paying.  To  discourage  five- 
year  loans.  Ford  now  demands  larger 
downpayments  and  charges  9.9%  inter- 
est, vs.  6.9%  for  a  four-year  loan. 

In  the  context  of  the  entire  Ford  en- 
terprise, these  problems  are  small.  While 
Ford  Credit's  earnings  declined  17%,  to 
$564.2  million  in  1988,  Ford  Motor's  net 
income  was  a  record  $5.3  billion.  Profits 


ORD  REVS  UP  ITS  FINANCING  ENGINE... 


TOTAL  ASSETS 


its  mission  is  to  give  customers  the 
•ewithal  to  buy  the  auto  maker's 

and  trucks.  The  more  loans  it 
js,  the  more  cars  it  sells. 
M  DOWN.'  But  Ford  Credit  has  a  fi- 
ial  reputation  and  a  AA  credit  rat- 
-0  preserve.  No  one  has  suggested 
its  credit  rating  is  in  danger  of  be- 
owngraded,  but  while  total  assets — 
ly  loans — have  more  than  doubled 

1984  (chart),  credit  losses  are  up 
y  ninefold.  And  last  year's  earnings 
)rd  Credit  turned  down  for  the  first 
in  more  than  a  decade,  in  part  be- 
i  the  company  added  $797.2  million 
m-loss  reserves.  In  1987,  it  reserved 
7  million. 

w  the  credit  company  charges  high- 
k  customers  rates  averaging  a  per- 
.ge  point  more  than  normal.  And 
'.9%  teaser  rate,  while  available  on 
ally  all  models,  is  only  for  those 
can  pay  the  loan  back  in  two  years. 


...BUT  MORE  OF  ITS 
LOANS  TURN  BAD 

600- 
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lowered  rates  and  relaxed  credit  stan- 
dards to  sell  more  small,  fuel-efficient 
cars  and  trucks.  Part  of  Ford's  efforts 
to  meet  federal  fleet-mileage  standards, 
it  targeted  mainly  first-time  car  buyers. 
It  was  "finance  a  flake,"  says  Bennett 
E.  Bidwell,  chairman  of  rival  Chrysler 
Corp.'s  automotive  unit.  Young  borrow- 
ers, sometimes  fresh  out  of  college  and 
without  a  steady  job,  defaulted  at  an 
alarming  rate.  With  manpower  tight,  col- 
lection efforts  lagged. 


After  a  year  or  two, 
many  buyers  with  five-year 
loans  simply  hand  over 
the  keys  or  stop  paying 


at  General  Motors  Acceptance  Corp., 
which  is  plagued  by  similar  problems, 
declined  18%  in  1988.  Chrysler  Financial 
Corp.,  on  the  other  hand,  enjoyed  a  15% 
earnings  gain. 

Still,  Ford  Credit  needs  to  contain  its 
credit  risks  and  keep  its  portfolio  clean, 
since  it  often  bundles  loans  and  resells 
them  in  the  secondary  market  to  raise 
cash.  And  even  with  tougher  loan  stan- 
dards in  place,  credit  losses  aren't  ex- 
pected to  decline  until  next  year. 

Meanwhile,  a  4.8%  drop  in  its  U.  S. 
new-car  sales  in  the  first  quarter  has 
Ford  Motor  looking  for  ways  to  loosen 
buyers'  purse  strings.  Already  there  is 
evidence  that  tighter  credit  screening  is 
costing  sales.  So  Ford  Motor  may  lean 
on  its  finance  arm  to  ease  up.  "We  oper- 
ate pretty  much  independently  from  that 
pressure,"  says  Odom.  But  if  car  sales 
continue  to  slump,  that  independence 
will  certainly  be  put  to  the  test. 

By  David  Woodruff  in  Detroit 
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How  Fujitsu  helps 
a  legendary  railroad 
make  history. 


The  Union  Pacific  Railroad  is  not  just  a 
company,  it's  a  call  to  the  consciousness  of 
a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862. 
It  laid  tracks  across  a  wild  continent  from 
Omaha.  Nebraska  to  Promontory.  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  Americas  first  transcontinental 
railroad. 

Settled  the 
American  West 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands  of  pi- 
oneers into  the  world  of  wide  open  spaces. 
It  made  history  then,  and  it's  still  making 
history:  today  it  is  one  of  America's  most 
progressive  railroads,  with  23,000  miles  of 
track  in  20  states.  30.000  employees,  and  a 
reputation  for  far-sighted  thinking  in  every 
area  of  its  operations— including  its  remark- 
able communications  network. 

Nationwide 
network 

Union  Pacific  owns  a  private  voice  and 
data  communications  network,  one  of  the 
largest  in  the  world.  Covering  tens  of  thou- 
sands of  miles  nationwide  and  functioning 
as  the  railroad's  central  nervous  system,  it 
IS  extremely  sophisticated  and  absolutely 
crucial  to  the  company's  success.  Which  is 


why,  when  Union  Pacific  recently  decided 
to  upgrade  the  network,  it  turned  to  Fujitsu. 

Number  one 
computer  maker 

Fujitsu  is  Japan  s  number  one  com- 
puter maker,  and  one  of  the  world's  top 
telecommunications  makers,  with  100.000 
employees,  annual  sales  of  $1 6  billion,  and 
projects  completed  in  a  hundred  countries. 
A  high-tech  giant  that  s  a  major  force  in  the 
global  information  revolution.  Fujitsu  gave 
Union  Pacific  a  multi-nodal  integrated  voice 
and  data  communications  system  that  is 
the  next  generation  of  business  telecom- 
munications. The  system  will  boost  prod- 
uctivity, upgrade  customer  service,  and 
help  the  railroad  keep  making  history-by 
helping  it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SchrimpI  of  Fujitsu  before  the  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  the  most  advanced  in 
the  world,  to  function  as  node  points  in  its  nation- 
wide communications  network.  For  information  call 
Fujitsu  Business  Communication  Systems  at 
1-800-654-0715. 


FUJITSU 


The  global  computer  &  communications  company. 


BY  GENE  G.  MARCIAL 


DOES  PENNZOIL  SEE 

A  GUSHER 

IN  KERR-McGEE? 


When  Pennzoil  disclosed  in 
early  February  that  it  had 
acquired  an  8%  stake  in  Bur- 
lington Resources,  several  other  oil 
stocks  that  had  been  deemed  takeover 
targets  tumbled.  That  list  included 
Kerr-McGee.  But  Kerr-McGee's  shares 
are  now  back  in  the  fast  lane,  up  from 
38  to  45  since  early  February.  And 
trading  has  been  unusually  heavy. 

"There's  evidence  that  a  steep,  up- 
ward trend  in  money  flows  is  moving 
into  the  stock,  very  similar  to  patterns 
of  consistent  stock  accumulation,"  says 
Simon  Langdon,  a  strategist  at  Knight- 
Ridder  TradeCenter.  The  accumulation 
has  pushed  the  stock  above  its  resis- 
tance level  of  44,  he  says. 

New  whispers  have  Pennzoil  doing 
much  of  the  recent  buying.  One  New 
York  money  manager  who  has  been 
buying  shares  is  convinced  that  Penn- 
zoil has  switched  its  main  focus  from 
Burlington  Resources  to  Kerr-McGee. 
Burlington  has  sued  Pennzoil,  claiming 
it  violated  securities  laws  by  misstat- 
ing its  intentions.  A  Kerr-McGee 
spokesman  said  he  wasn't  aware  of 
anything  going  on  except  for  the  earn- 
ings report  scheduled  for  release  soon. 

Some  analysts  think  Kerr-McGee 
would  be  a  good  fit  for  Pennzoil,  and  a 
better  deal  because  of  its  undervalued 
assets.  Fred  Leuffer,  a  senior  analyst 
at  Cyrus  J.  Lawrence,  Morgan  Gren- 
fell,  puts  Kerr-McGee's  breakup  value 
at  more  than  $65  a  share. 
BIG  FINDS.  "Kerr-McGee's  increased  oil- 
and-gas  reserves,  higher  acreage  hold- 
ings, and  improved  outlook  for  its 
chemicals  and  refining  and  marketing 
have  led  us  to  increase  our  estimated 
appraised  value  from  an  earlier  $53  a 
share  to  $65  a  share,"  says  Leuffer. 

Here's  his  breakdown:  proven  oil  and 
gas  reserves,  $24  a  share;  probable  re- 
serves, $8.50;  land,  $2;  chemicals, 
$12.10;  coal,  $8.50;  refining,  marketing, 
and  distribution,  $9.60;  contract  drill- 
ing, $4.90;  others,  $3.65;  plus  net  work- 
ing capital,  $4.75.  Subtracting  long- 
term  debt  of  $12.75  a  share  leaves 
$65.25  a  share,  or  $3.1  billion,  based  on 
48.3  million  shares  outstanding.  Its  cur- 
rent market  value  is  $2.1  billion. 

Leuffer  expects  Kerr-McGee's  pro- 
duction to  jump  by  40%  to  45%  by  the 
mid-1990s  from  1988  levels.  Because 


KERR-MCGEE  STARTS 
TO  PICK  UP  SPEED 


APR.25 


DATA.  BRIDGE  INFORMATION  SYSTEMS  INC. 


Kerr-McGee  has  been  conservative  in 
adding  reserves  to  the  balance  sheet, 
says  Leuffer,  several  large  discoveries 
in  the  North  Sea  last  year  were  not 
recorded  on  the  books.  The  company's 
partners,  however,  did  book  some  re- 
serves from  fields  in  which  Kerr- 
McGee  has  an  interest. 

Leuffer  has  raised  his  1989  earnings 
estimates  from  $2.40  a  share  to  $2.85, 
vs.  last  year's  $2.27.  He  expects  1990 
earnings  of  $3.30  a  share. 


A  SEMICONDUCTOR 
SECRET  IS  OUT 


U 


Intil  recently,  Genus  was  known 
inainly  within  the  semiconduc- 
tor business.  But  more  inves- 
tors are  beginning  to  catch  on.  Since 
going  public  in  November  at  $5  a 
share,  the  stock  has  shot  up  to  SVs. 
Although  the  semiconductor  industry 
has  yet  to  recover  fully  from  its  slump, 
a  small  band  of  semiconductor  equip- 
ment makers,  including  Genus,  are 
alive  and  well.  The  company's  earnings 
jumped  from  3$  a  share  in  1988's  first 
quarter  to  17$  in  the  first  quarter  of 
1989,  and  sales  leaped  from  $11.8  mil- 
lion to  $18.6  million.  For  all  of  1988, 
revenues  soared  263%,  to  $55.2  million, 
and  earnings  totaled  $3.5  million,  or 
50(t,  vs.  a  loss  in  1987. 

Sam  Navarro,  managing  director  of 
technology  research  at  Ladenburg 
Thalmann  &  Co.,  thinks  the  good  news 
is  just  starting  to  come  out.  "The  tech- 
nology area  will  be  the  next  hot  arena 
for  takeovers,"  he  says,  "and  Genus  is 
a  vulnerable  target."  Genus  makes 
thin-film  deposition  and  high-energy 
ion  implantation  systems  used  by  semi- 


conductor  companies  to  produce  ad-jFjjjjjjjuuiK 

vanced  integrated  circuits. 

Genus'  tungsten-based  chemical  va- 
por deposition  iCVD)  equipment  has  90% 
of  the  market,  which  is  growing  by 
50%  a  year.  Genus'  megavolt  high-ener- 
gy ion  implantation  (HEII)  equipment 
added  $14  million  to  1988  sales  and  is 
expected  to  grow  by  70%  in  1989 
These  products  alone  could  provide 
$200  million  in  annual  revenues  in 
three  years,  says  Navarro. 

A  fund  manager  who  has  been  buy- 
ing shares  says  Genus  stock  is  wortt 
twice  its  current  price.  He  feels  anotb 
er  semiconductor  equipment  maker, 
Novellus  Systems,  may  want  to  merge,  at  Co.  in 
Novellus  is  big  in  CVDs,  but  not  in  HEII 
as  Genus  is.  The  Hillmans  of  Pitts- 
burgh owns  about  437'^  of  the  company 
A  Genus  spokeswoman  says  Genus  it 
self  wants  to  make  an  acquisition 
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The  South's  One  Price  Clothing 
Stores  operate  on  a  simple  con  .im  Semces  ( 
cept:  Every  piece  of  women's  ap 
parel  in  its  167  stores  sells  for  a  uni 
form  price  of  $6  per  icem.  That's  beer 
the  case  since  One  Price  opened  it' 
doors  in  1984,  and  so  far  the  strategj 
has  served  the  company  well.  Earningf 
jumped  from  $100,000,  or  1$  a  share,  iij 
1984,  to  $3.8  million,  or  59$  a  share,  irl  ;,ri 
1988.  Revenues  climbed  from  $500,00( 
to  $63.8  million.  The  stock,  initially  of 
fered  to  the  public  at  $10  a  share  ii 
May,  1987,  spurted  to  23  just  befon 
the  1987  crash.  It  plunged  thereafter  t(| 
7,  but  has  managed  to  bounce  back  U  i( 
15,  where  it  is  now. 

But  some  One  Price  watchers  believf 
the  stock  is  now  overpriced — am 
bound  to  fall  back  to  around  8.  Why' 
One  money  manager  notes  that  pretax 
earnings  from  operations  don't  justif; 
the  steep  price-earnings  ratio  of  25  tha 
the  stock  now  carries.  He  says  tha 
despite  a  63%c  revenue  rise  in  the  firs 
quarter,  pretax  earnings  were  essei? 
tially  unchanged — if  the  loss  provisioi 
for  the  disposal  of  equipment  in  thi 
1988  quarter  were  eliminated.  Alsc 
same-store  sales  increased  only  1.89 
for  the  quarter.  That  doesn't  lool 
promising,  he  says.  And  he's  concernei 
about  some  selling  by  insiders.  Chair 
man  Henry  Jacobs  owns  33%  of  th| 
stock.  Eliot  Laurence  of  Wessels,  Aij 
nold  &  Henderson,  feels  the  stock  i| 
near  its  "fair  value."  But  earning; 
growth,  he  says,  "is  still  on  track  dfi 
spite  the  slump  in  the  industry."  | 
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COMMUNICATIONS 


EITHER  RAIN,  NOR  SLEET, 
OR  COMPUTER  GLITCHES . . . 


ictronic  mail  is  finally  poised  to  deliver 


t  was  a  remarkable  achievement, 
even  if  it  did  go  largely  unnoticed. 
Last  month,  a  computer  at  Hughes 
;raft  Co.  in  Los  Angeles  zapped  a 
"t  memo  to  a  computer  nearly  2,000 
is  away  at  Boeing  Co. — and  the  age 
lectronic  mail  dawned.  It  wasn't  just 
the  memo  took  mere  seconds  to  ar- 
.  More  impressive  was  that  it 
sed  previously  impenetrable  bound- 
3.  With  the  press  of  a  button,  the 
sage  left  a  Hughes  IBM  computer, 
picked  up  by  MCl  Mail,  transferred 
'elemail,  then  deposited  in  a  Digital 
ipment  computer  at  Boeing.  Says 
'.r  Donaghy,  manager  of  Hughes's 
tomer  Services  &  Support  Dept.:  "It 
us  more  than  a  decade  to  learn  that 
electronic  mail  can  work." 
C-mail,"  or  the  computer-to- 
puter  exchange  of  mes- 
!S,  already  is  a  fa- 
je  of  big  business. 

million  U.  S. 
cers  now  rely  on  it 
interoffice  correspon- 
:e  and  keeping  up  with 
speople  in  the  field. 
1  so,  electronic  mail  has 
d  to  meet  expectations, 
he  3  billion  messages  sent 
year,  virtually  all  were  on 
'd  networks  that  couldn't 
e  contact  with  the  outside 
d.  "It's  as  if  we  told  peo- 
'ou  can  only  call  other  peo- 
who  have  a  black  tele- 
le,"  says  Michael  Zisman, 
ident  of  Soft-Switch  Inc.,  an 
ronic  mail  software  company. 
EF.  When  it  darted  among  four  dif- 
nt  electronic  mail  systems,  the 
hes-Boeing  memo,  one  of  many  test 
sages  that  have  been  sent  during  an 
•space  Industries  Assn.  (AIA)  pilot 
;ct,  broke  this  barrier.  Walter  Ul- 
the  office  automation  partner  at 
)ers  &  Lybrand,  predicts  that  by 
some  16  billion  messages  annually 
De  sent  via  E-mail.  He  puts  the  num- 
iit  60  billion  by  the  year  2000.  Link 
'urces  Inc.  research  analyst  Thomas 
I  says  that  E-mail  revenues,  $400 
)n  last  year,  are  expected  to  balloon 
0%  annually  throughout  the  1990s. 


That  will  happen,  the  E-mail  industry 
claims,  because  electronic  mail  will  join 
the  telephone  and  newer  technologies 
such  as  facsimile  machines  as  a  key 
means  of  communication.  That's  not 
great  news  for  overnight-mail  deliverers 
and  the  U.  S.  Postal  Service.  Sitting  at  a 
PC  or  a  terminal  attached  to  a  main- 
frame, E-mailers  will  be  able  to  send 
notes  and  perhaps  even  legal  documents 


just  by  typing  in  the  name  of  the  person 
they  want  to  reach. 

Some  analysts  view  that  as  an  incre- 
mental change.  "For  most  of  us,  I  don't 
see  it  as  much  more  than  a  way  to  avoid 
playing  telephone  tag,"  says  Kenneth  G. 
Bosomworth,  president  of  market  re- 
searcher International  Resource  Devel- 
opment Inc.  But  others  see  E-mail  as  a 
much  more  important  tool  for  extending 
the  reach  of  communications.  Because 


typing  a  short  note  on  a  computer  is  less 
trouble  and  less  confrontational  than 
face-to-face  conversations,  there  may  be 
a  rash  of  electronic  correspondence  from 
consumers  to  manufacturers,  workers  to 
supervisors,  and  usually  uninvolved  citi- 
zens to  the  President  or  Congress.  "E- 
mail  is  a  great  equalizer  because  it  does 
away  with  the  protocol  of  telephone  calls 
and  visits,  and  lets  everybody  communi- 
cate on  the  same  level,"  says  Sam  Al- 
bert, vice-president  at  market  researcher 
Input  and  a  30-year  veteran  of  IBM  who 
was  involved  in  its  early  electronic  mail 
projects. 

PLAIN  ENVELOPE.  Whatever  the  social  im- 
pact of  E-mail,  just  the  prospect  of  mov- 
ing a  lot  more  messages  is  about  to  start 
a  free-for-all  among  the  seven  market 
leaders:  EasyLink,  Telemail,  Dialcom, 
MCI  Mail,  and  AT&T  Mail,  which  offer 
mailboxes  to  individuals,  and  Digital 
Equipment  Corp.  and  IBM,  which  domi- 
nate the  market  for  private  corporate 
systems  (chart,  page  138).  Telenet  Com- 
munications Corp.,  a  U.  S.  Sprint  Com- 
munications Co.  subsidiary,  thinks  its 
Telemail  service  is  a  key  to  future 
growth  and  has  made  it  a  separate  profit 
center.  Meanwhile,  Western  Union 
Corp.,  with  its  telex  business  shrinking 
30%  a  year,  is  spending  millions  to  push 
its  EasyLink  service.  EasyLink  not  only 
lets  customers  send  electronic  messages 
in  the  traditional  fashion  but  also  will 
transmit  the  message  to  a  fax  ma- 
chine and  even  send  it  by  messen- 
ger if  the  receiving  party  has  no 
equipment. 

For  E-mail  providers,  all  this 
comes  as  a  relief  after  a  de- 
cade of  lean  years.  In  the  ear- 
'ly  1980s,  indus- 
try analysts  say. 
Western  Union 
spent   about  $100 
million   in   a  single 
year  to  promote  its  E- 
mail  service  and  reaped 
only  about  $20  million  in 
new  revenues.  Notes  Ulrich:  "[Suppliers] 
were  doing  more  marketing  than  they 
had  to  do  to  support  potential  volumes, 
and  profitability  suffered." 

If  those  days  are  really  past,  it's  be- 
cause of  a  new  communications  standard 
called  X-dot  400  (X.400).  Adopted  in  1984 
by  the  International  Telephone  &  Tele- 
graph Consultative  Committee  after  five 
years  of  meetings,  X.400  is  a  series  of 
rules  detailing  the  technical  design  of 
electronic  mail  hardware  and  software. 
"Essentially,  X.400  wraps  a  plain  white 
envelope  around  an  E-mail  message  that 
all  electronic  mail  systems  can  read," 
says  David  Lonsdale,  director  of  applied 
communications  systems  at  McDonnell 
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Are  you  ready 
for  aScMb,or  do 
you  hove  to  be  taked 
for  another  ride? 
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takes  nothing  away  from  its 
driving  fun. 

Tfiere's  one  other  bit  of 
advice  you  may  have  forgotten: 
don't  squander  your  allowance. 
Saabs  are  considerably  more 
affordable  than  some  of  their 
European  counterparts- 
they're  intelligently  priced 
from  $16,995  to  $32,095* 

Don't  get  taken  for  a  ride 
in  the  wrong  car.  Do  the  right 
thing  and  get  into  a  Saab. 

We're  sure  your  mother 
would  approve. 


The  most  intelligent  cars  ever  built. 


ri'  iiiding  taxes,  license,  freisht  iip-iir-r     -,,,,-„:  r,r  options.  Prices  subject  to  change  '9  1989  Saab-Scania  of  America,  Inc 


Your  mother  told  you  to  be 
eful  whose  car  you  got  into. 
I  you  forget? 

Have  you  spent  the  past 
r  or  five  years  trapped  in  a 
with  a  bunch  of  empty 
mises? 

[f  you  have,  take  heart.  It's 
er  too  late  to  put  good 
ice  into  practice.  You  can 
t  at  your  Saab  dealer's, 
f  you're  looking  for  perfor- 
xe,  a  Saab  can  provide  it. 
ee  absolutely  stock 
b  9000  Turbos  averaged 


132  mphfor  62,000  miles, 
21  days  straight  at  Alabama's 
Talladega  Speedway,  without 
a  breakdown. 

Do  you  need  room?  Saabs 
have  that  as  well.  Among  all 
imported  cars,  the  EPA  rates 
only  the  Saab  9000  and  the 
Rolls  Royce  Silver  Spur  limou- 
sine as  "large"  cars. 

Saabs  are  among  the 
world's  safest  cars,  according 
to  a  recent  insurance  industry 
survey  of  personal  injury 
claims.  Yet  a  Saab's  safety 
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•  Portfolio  of  higher 
yielding  international 
money  market  instruments. 


\^4^(f^    1^0^  *  No  separate  charges 

checks,  exchanges  or  redemptions 


Low  minimum  investment — only  $2,500. 


Special  Introductory  Offer! 

To  introduce  this  Fund  to  new  investors,  tor  a  period  of  time  the  usual 

management  fee  is  being  waived  and  other  operating  expenses 
are  being  absorbed  to  boost  your  effective  high  money  market  return. 


For  more  complete  information,  including  management  lee,  charges  and  expenses, 
obtam  a  Prospectus  by  calling  the  toll  free  number.  Read  it  carefully  before  you 

invest  or  send  monev. 

Call  for  Yield! 
1-800-USA-LION 

Ask  for  Extension  21 10 

US  Worldwide  Dollar 

P.O.  Box  3498,  Camden,  NJ08101  MonCy  Matkct  Fuod,  IllC.  148-004 
Yield  nuciuatcs.  Past  performance  is  no  guarantee  of  future  results. 


McGRifl^^-HILL 


/o//  ''■'^  up-to-thc-niinutc  business  news.  Online  and  in  tunc 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Tclemet 
or  direct  to  your  mainframe.  For  a  FREE  brochure  call  Vi^iJI 
us  toll-free  at  1-800-426-0647.  And  get  the  news.  fli'^ 
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Douglas  Corp.,  which  runs  the  OnTyi 
E-mail  network.  The  standard  also 
ates  a  link  between  previously  insulat  }' 
E-mail  public  networks  and  corporate 
mail  systems.  That's  crucial,  since 
public  networks  have  to  carry  a  messa 
if  it's  to  get  from  one  corporation 
another. 

It  took  this  long  to  design  X.400 
cause  each  carrier  was  afraid  a  comni 
standard  would  cause  it  to  lose  m(  li 
customers  than  it  would  win.  "They  w 
ried  that  if  competing  electronic  rr 
systems  had  access  to  their  hard 
subscribers,  they  would  lure  customi 
away  with  incentives,"  says  Janr 
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WHO'S  WHO  IN 
ELECTRONIC  MAIL 

PUBLIC  NETWORKS 
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CORPORATE  SYSTEMS 

AU-IN-ONE  (DIGITAL  EQUIPMENT) 

1.7  MILLION  NOT  AVAILABLE 

PROFS  (IBM) 

1.1  MILLION  NOT  AVAILABLE 

DATA:  LINK  RESOURCES 
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White,  one  of  the  developers  of  X.||(i;jejj" 
and  now  a  principal  at  Rapport  Comr  y 
nications  Inc.,  an  electronic  mail  cons; 
ing  firm  in  Palo  Alto,  Calif.  But  the  p 
lie   networks   were   forced  into 
compromise  by  powerful  customers  v 
grew  tired  of  waiting  for  open  systei 
JUNK  MAIL.  Last  August,  the  fade 
government  declared  that  all  commi 
cations  services  it  purchases  must 
X.400  in  their  design.  In  December, 
50  members  of  the  AI.\  followed  the  g 
ernment's  lead.  The  aerospace  com 
nies,  which  send  about  800,000  messai 
a  day  via  computer,  said  they  would  s 
doing  business   with  public  netwo 
that  didn't  adopt  the  electronic  n 
standard.  That  did  the  trick.  Dig 
Equipment  already  has  agreed  to  join 
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tronic  mail  systems  with  MCI  Mail, 
is  doing  the  same  with  MCI  and  at 
t  one  other  public  network  provider. 
AT&T  Mail  and  Dialcom,  which  are 
;ly  designing  a  new  federal  telecom- 
ications  system,  have  linked  their 
ic  networks. 

one  of  this  means  that  E-mail  is 
e  free.  The  carriers  still  must  devel- 

directory,  X.500,  with  the  names  of 
lectronic  mailers.  When  the  directo- 
!  completed,  by  1993,  E-mailers  will 
ily  enter  the  name  of  the  person 
're  addressing  on  a  computer,  and 
E-mail  system  will  automatically  de- 

the  message.  This  raises  questions 
r  prompted  by  the  local  phone  book. 
,  for  example,  can  customers  weed 
junk  mail?  Or  how  do  public  figures 
hate  mail  from  crowding  their 
jns?  "It's  clear  that  even  with  elec- 
c  mail,  some  people  are  going  to 

an  unlisted  number,"  says  Victor  S. 
atman,  a  principal  consultant  at 
t. 

the  fear  of  too  many  messages 
n't  hurt  E-mail,  pricing  may — espe- 
j  against  competing  technologies 
as  faxes.  Electronic  mail  messages 
about  $1  per  page  to  send,  and  al- 
f  one  startup,  Faxcom  Systems  Inc. 
ockville,  Md.,  is  setting  up  a  fax 
ork  that  will  cost  subscribers  about 
ler  page  for  each  message  delivered, 
lil  may  be  able  to  offset  its  disad- 
iges  vs.  fax  with  business  it  picks 
-om  the  overnight  carriers.  Accord- 
0  analysts,  letters  make  up  as  much 
'%  of  all  express-mail  deliveries,  and 
'.il  could  win  some  of  this  business. 
4L0CKED.'  Perhaps  the  biggest  re- 
ing  impediment  to  E-mail  is  the 
ing  number  of  local  area  networks 
5)  that  are  linking  computers  in  ma- 
orporations.  There  are  600,000  LANs 
i.e  U.  S.,  nearly  10%  of  them  with 
ronic  mail  systems.  But  because 
)  hasn't  been  adopted  by  any  major 
manufacturer,  hardly  anyone  on  a 
can  communicate  externally  by  E- 
"Customers  on  these  networks  are 
locked,'  "  says  Richard  A.  Kozak, 
let's  vice-president  in  charge  of 
ronic  messaging.  They  may  not  be 
Dng,  however.  A  new  group,  called 
Applications  Program  Interface 
Tiittee,  has  been  formed  to  develop 
il  communications  standards  that 
be  used  on  local  area  networks. 
2  standards  are  expected  to  be 
r  sometime  next  year, 
mpared  with  other  hot  high-tech 
lets,  electronic  mail  has  been  a  slow 
3r.  Hamstrung  by  a  lack  of  stan- 
>,  it  has  taken  a  decade  to  catch  on. 
\with  its  lines  of  communications 
lOpen,  electronic  mail  finally  may  be 
'  to  deliver  on  its  promise. 
Jeffrey  Rothfeder,  with  John  J.  Keller 
■Susan  Gelfond  in  New  York 
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If  you  find  yourself  spending  more  time  behind  the  wheel  than 
in  front  of  your  clients,  maybe  you  need  a  fresh  perspective: 
Look  up  to  General  Aviation. 

Whether  it's  chartering  an  airplane  or  learning  to  fly, 
you'll  spend  less  time  getting  there.  For  less  than  you 
might  think.  For  a  free  General  Aviation  Fact  Kit,  call  us 
at  800-422-6359. 
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Quick!  What's 
the  latest 
rate  to  move  your    ^^K^  ^ 
freight  from  here 

to  there?   —  

To  compete,  shippers  need  the 
answer  in  seconds.  To  provide  it, 
Norfolk  Southern  has  pioneered 
Thoroughbred  Quickfo!'' 

This  computer  system  ends  the 
time-consuming  task  of  studying 
thousands  of  rates.  Shippers  sim- 
ply enter  their  commodity  code, 
origin  and  destination  on  their 


■HMH^    own  desktop  com- 
^HMj||^^   puters.  In  an  instant, 
they  get  the  right 

^  response.  They  can 

— even  pinpoint  the 
location  of  shipments. 

Shipper-friendly  computer 
technology  is  just  one  way  Thor- 
oughbred Service  makes  shipping 
easier  and  more  efficient.  For 
up-to-the-second  answers  about 
its  advantages,  make  one  quick  call 
to  the  nearest  Norfolk  Southern 
sales  office. 


NORFOLK 
SOUTHERN 
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SMART  FACTORIES: 
AMERICA'S  TURN? 

A  FEW  ADVANCED  PLANTS  NOW— A  COMPETITIVE  ARSENAL  SOON 


A decade  ago,  the  Factory  of  the 
Future  seemed  to  be  just  around 
the  corner.  Consultants  painted 
rosy  pictures  of  designs  for  new  prod- 
ucts electronically  zipping  from  comput- 
er terminals  to  machines  on  the  factory 
floor.  Robots  would  perform  repetitive, 
menial  work.  Everything  would  be  so 
automated  that  production  lines  could 
switch  on  a  moment's  notice  from  mak- 
ing two-slice  toasters  to  three-speed 
fans.  Productivity  and  quality  would 
soar,  products  would  get  to  market  in  a 
flash,  and  costs  would  plummet. 

It  didn't  happen  that  way.  Many  com- 
panies tossed  millions  of  dollars'  worth 
of  fancy  equipment  into  their  factories 
and  wound  up  with  little  to  show  for  it. 
A  hard  lesson  was  learned:  All  those 
high-tech  gadgets  were  just  too  dumb  to 
cut  it  in  an  environment  plagued  by  con- 
stant change.  Even  on  mass-production 
lines  that  churn  out  the  same  thing  day 
in  and  day  out,  there  are  myriad  varia- 


tions in  raw  materials  as  well  as  inter- 
ruptions such  as  machinery  breakdowns. 

Out  of  those  disappointments,  howev- 
er, a  new  vision  of  tomorrow's  manufac- 
turing enterprise  is  emerging.  This  time, 
automation  won't  just  get  slapped  on  top 
of  the  same  old  structure,  which  simply 
produces  more  bad  results  quicker.  In- 
stead, reorganization  will  take  place 
from  the  ground  up.  The  goal  isn't  just 
to  work  faster,  but  smarter — with  the 
help  of  lots  of  artificial  intelligence  (Al) 
buried  in  a  new  generation  of  manufac- 
turing systems. 

NO  PAPER.  Right  now,  the  aerospace  in- 
dustry is  leading  the  charge  in  manufac- 
turing Al,  partly  as  a  result  of  long- 
standing Air  Force  programs  and 
subsidies  that  encourage  contractors  to 
modernize  production  methods.  But  a 
handful  of  other  companies — including 
Xerox,  Westinghouse,  Texas  Instru- 
ments, Hewlett-Packard,  and  Emhart — 
are  pushing  toward  a  new  nirvana  called 


" computer-integrated  enterprise . " 

The  Japanese  may  outclass  the 
U.  S.  in  manufacturing  skills, 
but   these   few  ultra-advanced 
plants  are  so  far  an  all-American  thrus 
If  more  U.  S.  companies  pick  up  on  th| 
idea  quickly  enough,  it  could  be  a  pote 
competitive  weapon.  But  several  vendor 
warn  that  Japanese  manufacturers  hav. 
been  evaluating  advanced  systems,  an 
sales  there  are  starting  to  climb.        ' ;:,!  radical  dep 

Perhaps  the  most  dramatic  evidenc  ingktsttErii 
of  what's  in  store  rolled  out  of  a  hangai 
in  Palmdale,  Calif.,  last  Nov.  22.  The  B- 
Stealth  bomber  is  one  of  the  most  con: 
plex  products  ever  made.  And  it  certain 
ly  takes  the  prize  as  the  most  complei 
mechanical  system  to  be  conceived,  engi 
neered,  and  produced  totally  by  compuiciiTtlie  k 
ers,  without  a  shred  of  paper.  The  corti 
puter  model  of  the  B-2  is  so  intricate  anin 
precise  that  Northrop  Corp.  didn't  botlj 
er  building  a  mock-up,  another  first  fcjt! 
the  Los  Angeles  company. 


'1!  totai  E  clas 

t.iTie  teiiu' 
c  sefore  m  j 
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THE  CRUCIAL  STEPS 
TO  AUTOMATION 

Many  U.  S.  companies  tried  to 
hopscotch  their  way  to  computer- 
integrated  manufacturing.  Most 
stumbled,  but  that  hasn't  deterred 
some  from  trying  again.  Two  new 
technologies,  artificial  intelligence 
and  object-oriented  programming, 
could  lift  U.  S.  competitiveness. 
But  Japanese  noses  are  catching 
the  scent,  too. 


DATA:  CARNEGIE  MELLON  UNIVERSITY,  CARNEGIE  GROUP  INC.,  b.  / 


1 Simplify  and  reorganize  the  shop  floor  for 
optimum  efficiency- with  no  automation, 
or  at  least  no  new  automation.  Only  then  will 
further  steps  yield  maximum  benefits. 


2 Create  "islands  of  automation"  with 
bots,  flexible  manufacturing  cells,  co 
puter  controls,  and  other  advanced  shop 
floor  systems. 


STATUS  Often  poorly  implemented  in  the  U.S. 
Done  widely  and  rigorously  in  Japan.  Western 
Europe  lags  behind  both. 


STATUS  Widely  implemented  in  both  the  Ip 
and  Japan,  but  much  more  effectively  inj\'' 
pan .  Just  beginning  in  Europe.  *  • 

I 
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PRESTO,  A  DESIGN 

Molds  for  parts  of  the 
Osprey  helicopter  can  be 
engineered  at  the  push  of 
a  button — the  data  already 
"captured"  by  computer 


uch  radical  departures  from  conven- 
might  seem  risky,  but  they  paid  off 
All  but  3%  of  the  B-2's  parts  (the 
lal  total  is  classified,  but  it's  proba- 
close  to  30,000)  fit  perfectly  the  first 
I.  The  best  that  Northrop  had  ever 
e  before  was  50%,  says  Jeffrey  M. 
isch,  manager  of  CAD/Cam  develop- 
it  for  the  B-2.  Moreover,  compared 
1  the  company's  track  record,  "there 
a  6-to-l  reduction  in  engineering 
iges"  during  the  design's  evolution 
id  those  that  were  made  were  imple- 
ited  five  times  as  fast.  The  computer 


instructions  to  make  the  tooling  for  fab- 
ricating the  B-2's  sleek  skin  and  internal 
components  were  written  40%  faster. 
Some  were  even  produced  directly  by 
the  computer  model. 

Those  engineering  feats  are  matched 
by  a  sweeping  organizational  change: 
Manufacturing  got  veto  authority  over 
the  design.  "Early  in  the  program,"  says 
Mirisch,  "we  determined  it  was  absolute- 
ly necessary  for  the  downstream  disci- 
plines, especially  manufacturing,  to  have 
access  to  the  engineering  information 
before  it  was  released — and  veto  it  if 


they  felt  it  would  im- 
pede them."  At  first,  he  admits,  this 
raised  hackles  among  the  design  engi- 
neers. They  were  accustomed  to  dic- 
tating to  the  factory.  "But  when  the 
designers  saw  the  types  of  changes 
that  the  downstream  folks  brought 
in,  they  realized  it  really  avoided 

■  *^a  lot  of  engineering  change 

■  I  orders.  Now  it's  the  accepted 
m    i  practice." 

m  ■  i  COLD  EYE.   At  Lockheed 

I     m     I  Corp.,  the  Aeronautical  Sys- 
U     ^'  tems  Group  has  developed 
integrated  metal-bending 
facility  called  Calfab,  for 
computer-aided  layout  and 
fabrication.  It  has  slashed 
the  time  for  designing  and 
manufacturing  sheet-metal  parts  by 
96%',  from  52  days  to  only  2.  Project 
manager  Tony  Soria  credits  organiza- 
tional changes  for  80%  of  that  improve- 
ment. For  instance,  the  various  ma- 
chines involved  were  rearranged  so  that 
the  metal  panels  travel  only  150  feet,  vs. 
2,500  feet  before. 

But  what  keeps  the  Burbank  (Calif.) 
operation  running  smoothly  is  AI. 
Expert  systems,  which  are  computer 
programs  that  mimic  the  reasoning  of  a 
human  expert,  oversee  everything  from 
design  to  inspection.  Lockheed  hopes 
Calfab  will  help  it  land  the  contract  for 
the  proposed  Advanced  Tactical  Fighter. 

Similarly,  Bell  Textron  Inc.'s  new  V-22 
Osprey  tilt-rotor  helicopter,  which  made 
its  maiden  flight  just  weeks  ago,  was 
designed  with  a  "smart"  computer-aided 
engineering  (CAE)  system  from  lead  Inc., 


the  islands  of  automation  to  each 
r  and  to  computer-aided  design 
hrough  a  shared  data  base,  either 
ical  or  object-oriented. 


4 Use  artificial  intelligence  (AI)  and  object- 
oriented  software  to  integrate  some  opera- 
tions with  CAD  and  to  automate  such  complex 
steps  as  production  scheduling  and  diagnostics. 


5 Extend  AI  and  object-oriented  tech- 
niques to  all  decision-making  steps,  from 
product  planning  to  customer  service.  This 
is  the  "computer-integrated  enterprise." 


j — 1 

\  /j: 

[dopted  by  many  major  U.S.  manu- 
and  being  implemented  at  a  growing 
if  smaller  companies.  Japan  is  slight- 
Europe  is  far  behind. 


STATUS  Now  the  cutting  edge  among  progres- 
sive U.S.  companies.  Rare  in  Japan,  but  done 
more  effectively.  Almost  nonexistent  in  Europe. 


STATUS  Under  way  at  only  a  couple  of  U.S. 
companies.  So  far  not  implemented  in  Japan, 
but  many  Japanese  companies  could  do  so  rap- 
idly. Nonexistent  in  Europe. 
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in  Cambridge,  Mass.  The  copter  proba- 
bly won't  go  into  production  (it  was  cut 
from  the  budget),  but  if  it  did,  Bell 
would  spend  $1  billion  on  molds  and  tool- 
ing for  the  all-composites  airframe  and 
rotors.  Engineering  those  molds  would 
normally  take  four  months  or  so  each. 
But  the  data  needed  for  the  tooling  were 
captured  during  the  design  phase,  a  pro- 
cess that  manufacturing  types  call  con- 
current engineering.  Now,  about  all 
that's  required  to  get  a  tool 
design  is  to  push  a  button, 
and  the  C.A.E  system  will  auto- 
matically generate  the  tool- 
ing. In  fact,  the  lead  system 
has  even  been  programmed  to 
know  the  capabilities  of  Bell's 
individual  plants,  so  it  can  ad- 
just the  tool  designs  accord- 
ing to  where  a  part  will  be 
produced. 

For  the  effects  on  quality 
that  .\l  techniques  can  pro- 
duce, look  to  the  new  $17  mil- 
lion flexible  manufacturing 
system  that  Westinghouse 
Electric  Corp.  is  installing  in 
General  Dynamics  Corp.'s 
Fort  Worth  (Te.x.)  plant.  By 
embedding  the  expertise  of  a 
master  machinist  in  a  system 
that  oversees  this  cluster  of 
machine  tools  and  robots,  the 
operation  has  never  scored 
less  than  1007^  quality. 

Boeing  is  readying  its 
newest  software  expert  to 
take  over  production  schedul- 
ing at  the  Boeing  Helicopters 
composites  job  shop  in  Phila- 
delphia. Based  on  work  by 
Pittsburgh's  Carnegie  Group 
Inc.,  a  spinoff  from  Carnegie 
Mellon  University  that  spe- 
cializes in  manufacturing  Al, 
the  i)rogram  will  regulate  pro- 
duction to  smooth  the  flow  of 
parts  into  the  autoclave, 
where  they  are  baked  until 
hard.  "They  require  different 
temperatures  and  different 
periods  of  time,"  says  George 
Roberts,  general  manager  of 
Boeing  Computer  Service's  Advanced 
Technology  Center.  "You  have  to  get 
them  batched  out  so  they  arrive  at  the 
right  time."  This  program  has  been  un- 
der development  for  three  years  and  is 
still  more  than  a  year  from  completion. 
"Scheduling  is  a  bear,"  notes  Roberts. 

As  a  group,  the  aerospace  crowd  may 
be  at  the  forefront  of  manufacturing  Al, 
but  everyone  seems  to  agree  that  one 
company  has  climbed  head  and  shoul- 
ders above  all  others:  Digital  Equijjment 
Corp.  DEC  is  one  of  only  a  handful  of 
companies  worldwide  with  a  foothold  on 


the  top  rung  of  the  automation  ladder. 

Currently,  DEC's  savings  from  this 
technology  are  running  at  an  annual  clip 
of  .$135  million — not  a  bad  return  on  an 
investment  of  $30  million  this  year.  The 
savings  stem  from  reduced  inventories, 
higher  productivity,  and  faster  cycle 
times  for  billing  and  distributing  prod- 
ucts. And  the  company  recently 
launched  a  five-year  project  to  lift  yearly 
savings  to  more  than  $400  million,  says 


Dennis  E.  O'Connor,  head  of  DEC's  .A.I 
Technology  Center.  In  addition,  DEC  now 
pulls  in  well  over  $80  million  from  sell- 
ing its  M  software  to  other  companies, 
with  half  of  the  revenues  coming  from 
the  manufacturing  sector. 

DEC  began  using  its  first  factory  ex- 
pert system,  Xcon,  in  1979  and  added 
Xsel  in  1983.  Written  by  M  gurus  at 
Carnegie  Mellon,  Xsel  analyzes  a  cus- 
tomer's stated  computer-power  needs 
and  suggests  how  much  memory  and 
how  many  hard-disk  drives,  terminals, 
and  other  components  are  required. 
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When  an  order  is  placed,  Xcon  check 
on  parts  availability  and  advises  th 
customer  on  expected  delivery.  Then 
dispatches  orders  for  all  of  the  neces 
sary  elements  to  DEC's  various  factoriei 
The  company  figures  this  pair  of  pn 
grams  accounts  for  the  bulk  of  savings 
"You  don't  have  a  $4  million  system  si' 
ting  around  because  one  part  is  misi 
ing,"  explains  Jack  Rahaim,  Al  marke' 
ing  manager.  i.^^^, 
WHAT  IF?  A  fairly  new  expea 
system,  dubbed  MOC,  for  Mai 
ufacturing  Operations  Consu 
tant,  keeps  tabs  on  dec's  stn 
tegic  position.  If  Xcon  report 
a  sudden  shift  in  deman* 
MOC  takes  only  15  minutes 
lay  out  how  that  change  wi 
affect  production,  inventoriei 
and  gross  margins — and  it  a( 
vises  which  factories  need  a( 
justed  production  plans.  Th 
system  also  enables  manage: 
to  play  what-if  games, 
shows  us  how  decisions  at  th 
strategic  level  will  play  out  o 
the  shop  floor,"  notes  O'Coi 
nor.  "If  you  have  an  early  ii 
dication  of  new  trends,  yo 
can  adjust  quickly."  MOC  nc 
covers  dec's  top  80  product 
but  the  program  is  being  e: 
panded  to  include  materia! 
and  parts  orders. 

The  extent  to  which  DE 
has  integrated  expert  systeir 
into  its  operation  is  still 
dream  for  other  manufactu: 
ers,  but  even  piecemeal  e 
forts  can  yield  handsome  r 
wards.  According  to  a  stud 
by  Edward  A.  Feigenbaun 
professor  of  computer  sciem  '-'^^iStei 
at  Stanford  University,  sp( 
applications  of  expert  systen 
generally  rack  up  gains  of 
least  10  times,  and  speeduj 
of  20,  30,  or  40  were  commoi 
In  product  design  and  eng 
neering,  hundredfold  produ 
tivity  jumps  are  not  tc 
unusual. 
That  explains  why  mam 
facturing  is  the  hottest  growth  marki 
for  expert  systems  and  already  accoun' 
for  607f  of  all  expert  systems  deploy© 
reports  Gartner  Group  Inc.,  a  Stamfoi 
(Conn.)  market  researcher.  At  Westin: 
house's  turbine  blade  plant  in  Winsto 
Salem,  N.  C,  an  expert  system  por^ 
over  blueprints   relayed  electronical 
from  the  company's  Orlando  engineerir 
office  and  automatically  generates  tl 
instructions  for  producing  the  desig 
Previously,  when  engineers  had  to  c 
this  by  eyeballing  drawings,  getting 
design  into  production  took  about 
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rs.  Now  the  lag  has  been  chopped 
c,  to  one  day. 

ilost  factory  expert  systems  are 
tching  over  product  inspection  and 
ting  operations.  For  example,  Hew- 
,-Packard  Co.  makes  disk  drives  in 
se,  Idaho,  and  for  a  final  check  socks 
m  with  equatorial  heat  and  humidity 
an  environmental  testing  chamber. 
f  drive  that  flunks  this  test  after 
sing  all  the  others  almost  always  has 
le  obscure  problem.  Tracking  it  down 
d  to  take  anywhere  from  an  after- 
n  to  three  days.  Last  year,  HP  turned 
task  over  to  an  expert  system.  It 

■  s  the  job  in  30  seconds,  with  99%-plus 
tiracy,  and  has  saved  more  than  $1 

1  ion. 

■ecause  the  decision-making  rules  for 
j  lity  tests  are  generally  simple  and 
1  known,  an  expert  system  can  be 


created  with  relative  ease  by  shop-floor 
personnel  using  an  inexpensive  "shell," 
or  development  program,  that  runs  on  a 
personal  computer.  Several  such  shells 
are  available  for  $500  or  less.  Despite 
their  low  cost,  these  programs  aren't 
toys.  A  Detroit  auto  maker  used  one 
such  expert  system  to  track  down  a  re- 
curring problem  that  had  gone  undetect- 
ed by  its  normal  quality  checks. 
LOCKED  IN.  But  attention  is  rapidly  shift- 
ing to  the  other  end  of  the  manufactur- 
ing spectrum — design.  Historically,  de- 
signers created  products  without 
knowing  how  easy  they  would  be  to 
manufacture,  notes  Rodney  MacDow,  di- 
rector of  computer-integrated  manufac- 
turing (CIM)  at  Prime  Computer  Inc., 
which  now  owns  computer-aided  design 
(CAD)  pioneer  Computervision  Corp.  Com- 
panies are  pushing  to  change  that  be- 


cause 107'  to  907'  of  a  product's  cost  is 
locked  in  during  the  design  phase.  More- 
over, changing  a  design  after  it  reaches 
the  shop  floor  costs  10  times  as  much  as 
catching  it  on  the  drawing  board — and 
100  times  as  much  if  the  change  is  made 
midway  through  the  production  cycle. 

To  guard  against  that  while  develop- 
ing its  latest  computerized  cash  register, 
NCR  Corp.  used  a  design-for-manufactur- 
ability  (DFM)  program  from  Boothroyd 
Dewhurst  Inc.  in  tandem  with  a  comput- 
er-aided engineering  package  from 
Structural  Dynamics  Research  Corp.  Re- 
sult: The  point-of-sale  terminal  was  in- 
troduced a  mere  two  years  after  design 
began,  and  it  can  be  assembled  in  just 
two  minutes — blindfolded  (page  150). 

One  of  the  most  ambitious  efforts  to 
revamp  manufacturing  is  under  way  at 
Northrop,  which  has  embarked  on  a  ma- 


A  FACTORY  THAT  PRACTICALLY  RUNS  ITSELF 


t  could  be  the 
world's  most  highly 
integrated  factory, 
imesh  Wadhwani 
pes  so,  at  least.  His 
tsburgh-based  com- 
ply won  the  job  of 
)ing  together  all  the 
mputerized  equip- 
■nt  in  Ford  Motor 
.'s  new  Lansdale 
I.!  plant,  which  will 
•n  out  printed  circuit 
■ds  that  control  car 
jines.  Scheduled  to 

next  January,  the 
lory  will  be  stuffed 
h  close  to  $100  mil- 
n  worth  of  the 
\\'st  automated  sys- 
is.  It's  designed  to 
\v  out  3  million 
ds  a  year,  in  lot 

as  small  as  one. 
In  terms  of  tight- 
^s  of  integration," 
s  the  chairman  of 
nf'lex  Teknowledge 
-p.,  "it's  ahead  of 
rid  class."  In  fact, 
confides,  it  wouldn't 
e  much  to  make  it  the  smartest 
nt  in  the  world,  able  to  do  assembly 
an  unattended  overnight  shift.  Ja- 
1  doesn't  have  such  a  factory,  he 
.'sses,  despite  a  lot  of  publicity  that 
y  imply  otherwise.  The  Japanese 
nts  that  operate  "lights-out"  shifts 
y  do  machining,  not  assembly — and 
n  then  the  machine  tools  are  slowed 
v  n  considerably  to  help  assure  that 
liing  goes  wrong. 

Vjrd  plant  manager  George  A.  Lutz 


WADHWANI:  NEXT,  "WE'LL  LINK  THE  FACTORY  TO  CUSTOMER  SERVICE 


says  that  it's  rather  blue-sky  to  talk 
about  any  plant  doing  unattended  as- 
sembly operations.  But,  he  agrees,  his 
facility  will  be  top-flight.  "It  will  be 
better  than  anything  I've  ever  seen  in 
Japan,  and  at  least  as  good  as  GM's 
best — which  I  haven't  seen." 

Wadhwani's  fancies  shouldn't  be  dis- 
missed lightly.  His  company  has  pur- 
chased Teknowledge  Inc.,  a  pioneer  in 
artificial  intelligence,  and  Wadhwani 
clearly  wants  to  expand  his  substantial 


factory  Al  offerings. 
"Until  now,  we've  been 
focused  on  the  shop 
floor.  Now,  we're  mi- 
grating up,  into  design 
for  manufacturability 
and  engineering  analy- 
sis, to  manufacturing 
planning  and  schedul- 
ing. Next,  we  will 
migrate  downstream, 
into  linking  the  factory 
to  customer  service." 
SLO-BOTS.  Initially, 
Wadhwani  was  inter- 
ested in  industrial  ro- 
bots. But  soon  after  he 
moved  startup  Ameri- 
can Robot  Corp.  from 
Winston-Salem,  N.  C, 
to  Pittsburgh  in  1982, 
the  robot  market  came 
unglued.  He  qyickly 
shifted  into  systems  in- 
tegration and  Al, 
changing  the  compa- 
ny's name  to  American 
Cimflex. 

In  late  1986,  Paine- 
Webber  R&D  Partners 
Ltd.  decided  to  help 
fund  Cimflex'  factory-AI  program  with 
$7  million,  later  upping  it  to  $10  mil- 
lion. The  company  assembled  one  of 
the  country's  larger  Al  staffs — two 
dozen  expert-system  software  engi- 
neers. Its  first  product  debuted  in  ear- 
ly 1988:  an  expert  system  for  trouble- 
shooting factory  machines.  With 
Teknowledge's  brains  behind  it,  Cim- 
flex Teknowledge — its  newest  name — 
just  might  have  the  resources  to  pull 
off  unattended  assembly. 
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These  men 
started  a  revolutiori 
on  campus. 


ently,  an  information  management  revolution 
urred  at  the  L'niversity  of  Wisconsin-Stevens 
nt.  Dan  Goulet  from  the  University  and  Jim 
nhart  of  AT&T— campus  radicals  of  a  different 
J— explain  how  they  were  able  to  realize  a  bold 
complex  vision. 


KFBKrARY22,  1989  "* 

Jim:  I  remember  the  first  day  we 
;t.  You  had  been  around  the  block  a 
V  times,  but  weren't  getting 
■  answers  you  needed. 
Dan:  We  wanted  to  create  a 
ique  educa- 
n  environ- 
>nt:  a  free- 
wing  on- 

e  computer  campus.  We  had  a 
ion,  and  we  were  looking  for 
neone  to  help  build  it. 
Jim:  A  distributed  networked 
nputing  solution,  that's  what  we'd 
I  it  now;  a  way  to  process,  move 
j  manage  information  effec- 
dy  throughout  a  widespread 
;anization. 

Dan:  We  talked  to  many  comput- 
vendors  before  you.  We  got  tired 
describing  what  we  needed,  so  we 
'W  it.  That  graphic  was  about  13 
'  long. 

Jim:  More  like  twenty  The  chart 
)wed  every  information  resource 
campus  linked  together,  accessible 
students,  faculty  and  administra- 
1.  It  became  the  wallpaper  in  my 
ce  for  fifteen  months. 
Dan:  It  was  like  a  blueprint  for  a 
a  superhighway. 

Jim:  We  put  our  ISN  wide-area  net- 
rk  at  the  center— like  an  inter- 
nge— and  built  fiber  and  twisted- 
r  data  lanes  to  applications  running 


on  AT&T  3B2s,  DEC,  UNISYS  and 
other  hosts  located  in  all  the  depart- 
ments. We  put  on-  and  off-ramps  in 
strategic  locations:  StarLAN  networks 
that  gave  access  to  the  highway  from 
workstations. 

Dan:  We  designed  everything 
from  the  user  perspective.  The  more 
technically  remarkable  the  system 
became,  the  harder  we  worked  to 
make  it  approachable. 


Jim:  It's  mind-boggling  how  much 
computer  power  is  out  there.  We 
wanted  to  harness  it  all,  yet  give  a 
piece  to  every  individual. 

Dan:  A  truly  distributed  network, 
one  a 'e  don '/  thuik  u v 'II  ei  'er  outgrow. 
Weve  added  500  WGS  workstations 
in  the  last  five  months. 

Jim:  Dan,  where  in  the  world  is 
that  wallpaper  today? 

Dan:  We  had  it  bronzed.  Today 
so  many  colleges  and  businesses 
really  need  a  similar  solution. 
That's  probably  ivhy  we've  had 
so  many  visits  from 
them  lately. 

Jim:  Little 
did  we  know 
back  then,  when  we  first  met. 

Dan:  Oh,  something  tells 
me  you  had  a  hint. 


Jim:  Easy  for  novices,  powerful 
enough  for  programming  students. 

Dan:  We  developed  a  menu- 
driven  user  interface  that  is  consistent 
and  clear  Students  ami  faculty  can 
select  applications  like  checking  spell- 
ing, transmitting  course  grades,  even 
browsing  through  the  on-line  card  cat- 
alog of  1.5  million  books  at  the  ilniver- 
sit\>  of  Wisccmin-Mculison.  We  wanted 
desktop  power  and  access,  but  we 
wanted  to  process  information  where 
it  made  the  most  sense. 

Jim:  Thinking  back,  we  realized 
early  that  the  complexity  of  your 
vision  precluded  a  single-system 
focus.  You  needed  open  systems. 

Dan:  You  were  really  the  only 
ones  that  understood  this  point.  Open 
systems  allow  us  to  use  off-the-shelf 
components;  vendors  have  to  bid 
against  each  other  to  get  our  business. 
Open  systems  are  the  secret. 


The  Stevens  Point  Solution: 

Tin:  (;nAi,i,f:N(,f: 

Create  A  distnbuled  computing  revolu- 
tion; link  the  e;unpu.s  into  an  integrated 
information  resource  open  to  every  user, 
nif  s( )!,!  ri(  )\ 

AT&T  3B2  computers  .support  a  multitude 
of  L'NIX*  System  V-ba.sed  applications. 
AT&T  StarLAN  connects  AT&T  WGS 
computers,  a  variety  of  micros,  and  hosts 
together.  The  AT&T  Information  Systems 
Network  (ISN)  is  ever\'  c;iinpus  user's  gate 
way  to  all  computer  resources, 
rill-;  KHM  iT 

Stevens  Point  has  been  designated  a  Cen- 
ter of  E.xcellence  for  Distributed  Aca- 
demic Computing  by  the  Board  of 
Regents  for  the  entire  University  of  Wi.s- 
consin  system.  The  tnajority  of  the  9000 
•Students  on  campus  regularly  u.se  the  net- 
work for  coursework  and  homework. 
Faculty  have  integrated  computing  into 
41%  of  their  coursework. 

Call  your  AT&T  Account  Executive,  an  AT&T 
Authorized  Reseller,  or  I  800  2^7-1212,  Ext 


DEC  IS  a  registered  [rademarkufUipualEquipmeni  Corp  rNIXisarcgisicredirjdemarkufAT&T  inihers  andoihercouniries  ©l989ATa(T 


AT&T 

The  right  choice. 


jor  effort  to  tie  all  of  the  disparate 
computer  systems  in  a  manufacturing 
company  into  one  seamless  whole.  If 
Northrop  is  successful,  the  results 
will  be  available  to  other  American  com- 
panies. That  is  part  of  the  deal  with 
the  Air  Force,  which  is  funding  80%  of 
the  $19  million,  40-month  project  to  de- 
velop the  Automated  Aircraft  Assembly 
Plant  (.-^A.^P). 


called  objects,  that  describe  various  at- 
tributes of  a  particular  thing,  such  as  a 
round  hole. 

That  can  offer  striking  benefits  to  the 
designers  of  conventional  C.A.D  systems. 
They  are  grounded  in  geometry.  They 
create  three-dimensional  designs  that 
are  defined  in  terms  of  lines,  arcs,  and 
angles.  But  this  information  is  useless  to 
the  manufacturing  engineers.  Their  com- 


The  mission  of  that  project  is  to  devel- 
op software  methods  for  integrating  the 
data  bases  now  scattered  around  most 
companies — one  for  design,  another  for 
manufacturing,  and  still  others  for  pur- 
chasing, warehousing,  distribution,  and 
sales.  Each  speaks  a  different  digital 
tongue,  which  makes  sharing  data  diffi- 
cult at  best.  As  a  result,  if  the  sales 
department  accepts  a  big  order  for  rush 
delivery,  it  can  be  days  before  that  infor- 
mation shows  up  in  the  factory  comput- 
er. Then  the  manufacturing  department 
has  to  scramble  to  revamp  production 
schedules. 

LANGUAGE  BARRIER.  The  lack  of  a  way 
to  share  computer  data  has  been  per- 
haps the  single  biggest  roadblock  to  Cl.M. 
"The  people  in  the  Bible  couldn't  possi- 
bly have  conceived  of  the  Tower  of  Ba- 
bel that  we  have  now,"  says  Carol 
Weiszmann.  partner  at  .A.I.M  Consulting  & 
Publications  Inc.  in  Xatick,  Mass. 

To  solve  that  problem,  Northrop  is 
combining  artificial  intelligence  with  ob- 
ject-oriented programming  systems,  a 
mouthful  commonly  shortened  to  OOPS. 
Unlike  conventional  computer  lan- 
guages, which  were  designed  to  deal  pri- 
marily with  numbers  and  mathematical 
procedures,  OOPS  software  is  equally  at 
home  with  things  and  concepts — pro- 
cessing knowledge  instead  of  just 
crunching  numbers.  With  OOPS,  software 
is  composed  of  independent  modules. 


puters  need  data  about  real-world  things 
like  blocks,  cylinders,  and  holes.  So  the 
latest  generation  of  object-oriented  sys- 
tems enables  a  designer  to  build  his  com- 
puter model  with  features  that  are 
meaningful  to  manufacturing. 

The  power  of  OOPS  methods  doesn't 
stop  there.  Each  object  is  coupled  to  ac- 
tions that  are  associated  with  that  ob- 
ject. For  example,  a  round-hole-object 
implies  drilling,  so  inserting  such  a  hole 
in  a  block  of  aluminum  would  automati- 

Expert  systems  'watch' 
as  designs  progress  and 

warn  engineers  of 

looming  problems 


cally  tell  the  factory  computer  to  route 
that  part  to  a  drill  press. 

In  addition,  an  object  in  one  part  of 
an  OOPS  program  can  "point"  to  other 
objects  in  some  other  part  of  the  data 
base.  A  hole,  for  e.\ample,  can  have  links 
to  the  metallurgical  properties  of  dif- 
ferent metals  and  alloys.  With  these 
data,  the  factor\'  computer  could  figure 
out  what  tj'pe  of  drill  to  use  and  how 
fast  that  drill  should  turn.  Similar  point- 
ers could  flag  information  for  other  de- 


partments, such  as  the  size  and  type 
bolt  that  purchasing  should  buy  to 
that  hole. 

While  OOPS-based  programs  do 
have  to  be  expert  systems,  the  kno' 
edge-processing  capabilities  of  object-c 
ented  methods  make  them  ideal  for  tl 
purpose.  "Because  this  approach  is 
perbly  suited  to  representing  thin 
rather  than  numbers,  it  is  more  acco 
modating  to  people,"  says  Robert  E.  J' 
AAA?  director  at  Northrop.  That's  inva 
able  when  developing  expert  syster 
he  adds,  "because  it  takes  an  incr 
ible  amount  of  work  to  stuff  a  person 
a  box." 

Combining  object-oriented  methc 
and  e.xpert-system  techniques  can  \i 
powerful  design  systems.  If  the  d 
base  includes  objects  that  descr 
the  various  machine  tools  on  the 
tory  floor,  for  example,  then  sue 
system  can  "know"  what  is  or  is 
easily  producible.  An  expert  system  c 
then  keep  a  watchful  eye  on  an  evoh 
design  and  warn  the  designer  wl 
something  might  cause  producti 
snags.  "Putting  the  manufacturing  c 
straints  in  the  C.\D  system  means  j 
could  design  for  manufacturing,  tigh' 
the  loop  between  design  and  producti 
and  drastically  shorten  the  time  j 
need  to  get  products  to  market,"  no: 
Samarjit  Marwaha,  a  senior  consults 
at  Arthur  D.  Little  Inc.'s  Center  for  J 
plied  A\. 

HELPING  HAND.  Northrop  is  even  woj 
ing  on  a  way  to  reach  into  the  compu| 
screen  and,  in  effect,  grab  a  part,  ^ 
manipulate  it  just  as  if  it  were  outa 
the  terminal.  The  basic  technology-  m 
developed  by  Simgraphics  Engineer 
Corp.  in  Pasadena,  Calif.,  using  obj^ 
oriented  programming.  It  works  with 
electronic  glove  that  broadcasts  its  p 
tion  in  3-D  space.  A  receiver  relay? 
information  to  the  computer,  whicl 
ates  an  image  of  a  hand  combined  v 
the  computer-modeled  parts.  "\\ 
this,"  says  Northrop's  Joy,  "I  can 
semble  [simulated]  components 
guarantee  that  they  will  fit  toge 
properly." 

With  the  A.\AP  project,  Northrop 
lieves  it  is  developing  the  technok 
that  will  see  it  through  the  1990s.  M 
hew  is  clearly  excited  by  the  prospt 
for  his  company.  And  thanks  to 
open-house  attitude,  he  is  confident  t 
Northrop  serves  as  "just  a  large  ex; 
pie  of  what's  going  on  ever\-whe) 
If  he's  right,  the  Factory  of  the  Fut 
may  finally  fulfill  those  long-; 
expectations. 

By  Otis  Port  in  New  York,  with  Zach 
ShiUer  in  Cleveland.  Gregory  L.  Milt 
Pittsburgh,  Amy  Schulman  in  Boston 
bureau  reports 
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If  you  want  to  get  the  most  out  of  today's  new,  high-powered 
software  applications,  we  have  a  few  words  of  adxice: 
Use  a  Microsoft"'  Mouse. 


»>« 

irU  ■ 

^nK      m           u    m  HBT 

C!!APrLETlJI  SU           14.1%  F^-IBEH 
  fOfI         r.bM  Kl-e6-B8 

■  ^C^  'en       37:55i    m-ih-m  ^| 

I  E^yiDJ  m       I. Ml  ffiMwi 

■  obdfs     rw       41.3%  ffi'M-ee 

■  ^JBDPS        pm            I.H7  n-M-88 
I  Sim__fW1           3-?.hM      8e-B(,-BB  WM 

^  SBD  m             ee-M-BB  ,TH 

77;?  Micmsoft  Mouse  givesyou  easy 

access  to  all  thepcwerfid 
features  today 's  software  has  to  offer 


Microsoft 
Mouse 

Windows/28^  I 


It  looks  innocent  enough  here,  hut 

wait  untilyou  see  now  the 
Mouse  makesyour software  scream. 


The  Mouse  can  unleash  your  software^and  take  full  advan- 
tage of  tlie  features  intended  to  mal\e  your  work  easier 

Witli  tlie  Mouse  you  can  effortlessly  manipulate  menu-driven 
applications  without  taking  your  eyes  off  your  screen.  You  can 
puJl  doMi  menus.  Highlight  text  in  one  fell  swoop.  Copy,  cut  and 
paste  fonnulas  in  spreadsheets  easily.  And  move  things  from  here 
to  there  without  any  command-key  muml^o  juml^o. 

Literally  hundreds  of  applications  support  the  Mouse . 
But  as  the  leading  softv\'are  developer  for  personal  com- 
puters (and  one  of  the  first  to  biing  a  grapMcal  inter- 
face to  PC  screens) ,  we'w  gone  a  step  further: 
Microsoft  Windows/286  with  PC  Paintbrush"  for 
Windows,  Microsoft  Paintbrush  or  EasyCAD™2 
actually  come  with  tiie  xMouse  (or  vice  versa) . 
Already,  tlie  Microsoft  Mouse  has  made 
its  way  into  the  hands  of  over  one  million 
personal  computer  users.  And  that 
numl^er  is  sure  to  grow  even  faster  After  aU, 
graphically  oriented  software  is  the  dri\ing 
force  behind  improved  productivity^. 
But  it's  tile  iMcrosoft  Mouse  tiiat  puts  you  in 
tiie  driver's  seat. 

Microsoft 

A'laking  itall  mal«  sense 


®1988Mkmsoft  Corporation  AU  rights  reserved  Micmsoft  and  tlie  Microsoft  hgi  are  registered  trademarks  and  the 
Microsoft  Mouse  design  and  Making  it  all  make  sense  are  trademarks  of  Microsoft  Corporation  EasyCAD  is  a 
trademark  of  Evolution  Computing  PC  Paintbrush  is  a  registered  trademark  of ZSoft  Corporation.  Formoreinfor 
mation.  call  1800)  541-1261  Customrsin  Canada  call  (416)  673-76^8.  outside  North  America.  1206)  882-8661 


THE  BEST-ENGINEERED  PART 
IS  NO  PART  AT  ALL 


From  assembly  to  accounting,  a  simple  design  draws  cheers 


Putting  together  NCR  Corp.'s  new 
2760  electronic  cash  register  is  a 
snap.  In  fact,  William  R.  Sprague 
can  do  it  in  less  than  two  minutes — 
blindfolded.  To  get  that  kind  of  easy 
assembly.  Sprague,  a  senior  manufactur- 
ing engineer  at  XCR,  insisted  that  the 
point-of-sale  terminal  be  designed  so 
that  its  parts  fit  together  with  no  screws 
or  bolts. 

The  entire  terminal  consists  of 
just  15  vendor-produced  compo- 
nents. That's  fewer  parts, 
from  65^c  fewer  suppliers,  than 
in  the  company's  previous  low- 
end  model,  the  2160.  And  the  ter- 
minal takes  only  25%  as  much 
time  to  assemble.  Installation 
and  maintenance  are  also  a 
breeze,  says  Sprague.  "The  sim- 
plicity flows  through  to  all  of  the 
downstream  activities,  including 
field  senice." 

The  new  xcR  product  is  one  of 
the  best  examples  to  date  of  the 
payoffs  possible  from  a  new  en- 
gineering approach  called  "de- 
sign for  manufacturability,"  mer- 
cifully shortened  to  dfm.  Other 
DFM  enthusiasts  include  Ford, 
General  Motors,  IBM,  Motorola, 
Perkin-Elmer,  and  Whirlpool. 
Since  1981,  General  Electric  Co, 
has  used  DFM  in  more  than  100 
development  programs,  from  ma- 
jor appliances  to  gearboxes  for 
jet  engines,  GE  figures  that  the 
concept  has  netted  S200  million 
in  benefits,  either  from  cost  sav- 
ings or  increased  market  shares. 
NUTS  TO  SCREWS.  One  U.  S. 
champion  of  DFM  is  Geoffrey 
Booihroyd,  a  professor  of  indus- 
trial and  manufacturing  engi- 
neering at  the  University  of 
Rhode  Island  and  the  co-founder 
of  Boothroyd  Dewhurst  Inc.  This  tiny 
Wakefield  (R.I.)  company  has  developed 
several  computer  programs  that  analyze 
designs  for  ease  of  manufacturing. 

The  biggest  gains,  notes  Boothroyd, 
come  from  eliminating  screws  and  other 
fasteners.  On  a  supplier's  invoice, 
screws  and  bolts  may  run  mere  pennies 
apiece,  and  collectively  they  account  for 
only  about  o^^c  of  a  t\"pical  product's  bill 
of  materials.  But  tack  on  all  of  the  asso- 


ciated costs,  such  as  the  time  needed  to 
align  components  while  screws  are  in- 
serted and  tightened,  and  the  price  of 
using  those  mundane  parts  can  pile  up 
to  75%  of  total  assembly  costs.  "Fasten- 
ers should  be  the  first  thing  to  design 
out  of  a  product,"  he  says. 

Had  screws  been  included  in  the  de- 
sign of  NCR's  2760,  calculates  Sprague, 
the  total  cost  over  the  lifetime  of  the 


model  would  have  been  S12,500 — per 
screw.  "The  huge  impact  of  little  things 
like  screws,  primarily  on  overhead  costs, 
just  gets  lost,"  he  says.  That's  under- 
standable, he  admits,  because  for  new- 
product  development  projects  "the  over- 
riding factor  is  hitting  the  market 
window.  It's  better  to  be  on  time  and 
over  budget  than  on  budget  but  late." 

But  NCR  got  its  simplified  terminal  to 
market  in  record  time  without  overlook- 


ing the  little  details.  The  product  w; 
formally  introduced  last  January,  just 
months  after  development  began.  D] 
sign  was  a  paperless,  interdepartmen 
effort  from  the  very  start.  The  produj 
remained  a  computer  model  until 
members  of  the  team — from  design  ej 
gineering,  manufacturing,  purchasin, 
customer  service,  and  key  suppliers- 
were  satisfied. 

That  way,  the  printed-circuit  boan 
the  molds  for  its  plastic  housing,  ai 
other  elements  could  all  be  develo 
simultaneously.  This  eliminated  the  ui 
al  lag  after  designers  throw  a  new  pn 
uct  "over  the  wall"  to  manufacturi: 
which  then  must  figure  out  how  to  ma: 
it.  "Breaking  down  the  walls  betw^ 
design  and  manufacturing  to  facili' 
simultaneous  engineering,"  Sprague 
clares,  "was  the  real  breakthrough." 

The  design  process  began  wi\ 
a  mechanical  computer-aided 
gineering  program  that  allowi 
the  team  to  fashion  three-dimi 
sional  models  of  each  part  on| 
computer  screen.  The  softw 
also  analyzed  the  overall  prod 
and  its  various  elements  for 
formance  and  durability.  1 
the  simulated  components  wi 
assembled  on  a  computer  wo 
station's  screen  to  assure  t 
they  would  fit  together  prope: 
As  the  design  evolved,  it  w 
checked  periodically  with  Boo 
royd  Dewhurst's  DFM  softwai' 
This  prompted  several  chang 
that  trimmed  the  parts  cou 
from  an  initial  23  to  the  final 
NO  MOCK-UP.  After  everj-one 
the  team  gave  their  thumbs-t 
the  data  for  the  parts  were  el( 
tronically  transferred  direct 
into  computer-aided  manufacti 
ing  systems  at  the  various  si 
pliers.  The  NCR  designers  wc 
so  confident  everything  woi 
work  as  intended  that  they  did 
bother  making  a  mock-up. 

DFM  can  be  a  powerful  weap 
against  foreign  competition.  S< 
eral  years  ago,  IBM  used  Boo' 
royd  Dewhurst's  software  to  < 
alyze  dot-matrix  printers  it  w 
sourcing  from  Japan — and  fou 
it  could  do  substantially  bett 
Its  Proprinter  has  Qo''(  fewer  parts  a 
slashed  assembly  time  by  90%.  "Alm( 
anything  made  in  Japan,"  insists  Prof 
sor  Boothroyd,  "can  be  improved  up 
with  DFM — often  impressively." 

By  Otis  Port  in  New 


For  information  on  reprints  of  this  Special  Rep 
call  Business  Week  Repnnts  at  609  426-5494, 
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To  the  casual  observer,  it  may 
seem  like  a  simple  message  delivery. 
But  at  this  crucial  moment  one  deter- 
mines whether  a  hotel  s  performance 
equals  its  promise. 

At  Westin  Hotels  &  Resorts,  we 


them.  People  who  respond  promptly 
to  any  request. 

Because  at  Westin,  whether  it's  a 
message  from  halfway  across  town,  or 
halfway  around  the  world,  we'll  deliver 
it  to  you  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 
Even  at  the  eleventh  hour. 


Urgent  eleven-page  fax  from 

New  York,  11:04  p.m. 
The  Westin  Plaza,  Singapore. 


consider  this  the  moment  of  truth. 


What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  your  needs,  but  to  anticipate 


T  travel  consultant  or  800-228-3000.  Acapulco  •  Atlanta  •  Atlanta  iBuckheadi  •  Boston  •  Calgary  •  Cancun  ■  Chicago  •  Chicago  lO'Harei  •  Cincinnati  ■  Dallas  •  Denver  •  Detroit 
I  •  EI  Paso  ■  Ft.  Lauderdale  •  Guadalajara  •  Guatemala  City  •  Hilton  Head  Island  •  Hong  Kong  •  Houston  •  Indianapolis  •  Island  of  Hawaii  •  Ixtapa  •  Kansas  City  •  Kauai  •  Kyoto  •  Los  Angeles 
lanzanillo  •  Maui  •  Mazatlan  •  Mexico  City  •  Monterrey  ■  New  Orleans  •  New  York  •  Orange  County  •  Orlando  •  Ottawa  •  Phoenix  •  Pittsburgh  ■  Portland  ■  Puerto  Vallarta  ■  Pusan  •  Saltillo 
isco  ■  San  Francisco  Airport  •  San  Salvador  ■  Seattle  •  Seoul  •  Shanghai  •  Singapore  •  Tokyo  •  Toronto  •  Tucson  •  Tulsa  •  Vail  •  Vancouver  ■  Washington,  DC.  •  Winnipeg 
rf  Vaited  Airlines  Mileage  Plus,  Air  Canada  Aeroplan  and  USAii  Frequent  Traveler  programs  earn  miles  at  participating  Wfest/n  Hotels  &  Resorts. 
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Investing 


ALIOCATING  YOUR  ASSETS: 
YOU  MAY  NOT  NEED  A  PRO 


in  CV: 


'^1  assets.  c( 
'  nit  1# 
fiEiis,  til 
iBSttcki 


Asset  allocation  sounds 
so  effortless  and  fool- 
proof. All  you  do  is 
put  your  money  in  a  special 
kind  of  mutual  fund.  Then  the 
fund  manager  figures  out  the 
best  way  to  divide  it  up  be- 
tween stocks,  bonds,  money- 
market  instruments,  and  hard 
assets.  You're  protected,  the 
reasoning  goes,  because  if 
one  kind  of  asset  does  poorly, 
another  will  do  well.  It's  real- 
ly no  different  from  the  famil- 
iar proverb:  Don't  put  all  your 
eggs  in  one  basket. 

Sound  as  the  concept  is,  it 
isn't  exactly  fail-safe.  While 
some  of  the  funds  came 
through  the  stock  market 
crash  with  flying  colors,  their 
records  since  have  been  un- 
even. So  far  this  year,  total 
returns  (price  change  plus  in- 
come) averaged  5.95^f  vs. 
12.16%  for  the  s&P  500. 

But  it's  not  altogether  fair 
to  expect  asset-allocation 
funds  to  perform  as  well  as 
an  investment  in  equities 
alone.  The  funds  are  not  de- 
signed to  earn  the  highest  re- 
turns; they  can't,  because 
they  hedge  against  cat- 
astrophic risk  by  being 
diversified.  "If  these 
funds  over  the  long  run 
can  beat  the  rate  of  inflation 
and  minimize  volatility,  they 
will  have  accomplished  their 
purpose,"  says  Sheldon  Ja- 
cobs, editor  of  The  NoLood 
Fund  Investor,  a  newsletter. 
STRAiTJACKET?  Whether  the 
funds,  though  fashionable, 
are  right  for  you  depends  on 
how  involved  you  want  to  be 
in  managing  your  money. 
Many  investors  prefer  letting 
a  pro  decide  what  looks  good, 
and  asset-allocation  funds  are 
proliferating.  This  year,  both 
Vanguard  and  Fidelity  have 
come  out  with  their  own  of- 
ferings, bringing  to  at  least 
20  the  number  of  asset-alloca- 


tion funds  that  have  been 
launched  since  1983. 

If  you  decide  to  buy  into 
one  of  these  funds,  be  sure 
you  understand  the  difference 
between  the  two  basic  types: 
those  that  don't  vary  the  mix 
of  assets  and  those  that  do. 
The  first  kind — the  fixed 
fund — takes  a  dogmatic  ap- 
proach. The  premise  is  that 
it's  impossible  to  time  the 
market,  so  you're  better  off 
investing  in  an  optimal  combi- 
nation of  assets  and  never 
changing  it.  While  this  might 
make  some  investors  feel 
straitjacketed,  others  like  the 
stability  of  such  an  idea. 

Each  fixed  fund  has  a  dif- 
ferent optimal  mix  of  assets. 
Permanent  Portfolio  invests 


a  fairly  speculative  fund.  In 
1985,  it  was  up  40. 87^  because 
it  was  so  heavily  invested  in 
gold  and  international  stocks. 
TRICK  OR  TREAT.  Of  18  major 
funds  with  a  track  record  (ta- 
ble), only  a  few  are  fixed. 
More  popular  are  the  "vari- 
able-mix" asset-allocation 
funds.  Things  change,  their 
managers  argue,  so  it's  better 
to  manage  the  mix  actively. 
Using  economic  models,  they 
believe  it's  possible  to 
know  which  markets  are  un- 
dervalued and  get  into  them, 
and  which  are  overvalued  and 
get  out. 

That's  a  tall  order.  Fidelity 
Asset  Manager  is  45':';  invest- 
ed in  money-market  funds, 
259c  in  bonds,  and  WA  in  equi- 


time,  says  Beckwitt.  That  v 
come  from  a  projected  av 
age  mix  of  W-c  bonds,  3' 
equities,  and  30%  cash 
money-market  funds.  It 
only  allowed  to  stray  fn 
these  percentages  within  p 
scribed  ranges.  The  fund  c 
own     gold,  internatioi 
stocks,  and  junk  bonds.  In 
first  ZVi  months,  it  posted  ' 
5.2%  return  and  has  attract 
an  impressive  $110  million. 

Even  for  pros,  getting  1 
timing  right  is  tough.  Stan' 
Salvigsen,  who  runs  the  Dr 
fus  Capital  Value  Fui 
turned  in  a  terrific  34.5%-  to 
return  in  1987  by  being  out 
the  stock  market  when  , 
crashed.  But  his  fund  tur* ^ 
in  a  so-so  8.1%  return  in  II 
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35%  in  T-bills,  20%  in  gold, 
15%  in  real  estate,  15%  in 
U.S.  stocks,  10%  in  Swiss 
francs,  and  5%  in  silver.  The 
fund  beat  the  S&P  500  in  1987, 
but  it  significantly  trailed  the 
market  its  other  six  years. 

USAA  Cornerstone,  another 
"fixed-mix"  fund,  invests  20%- 
each  in  U.  S.  stocks,  interna- 
tional stocks,  gold,  real  es- 
tate, and  U.  S.  government  se- 
curities. While  this  might 
seem  conservative,  it  is  reallv 


ties.  At  some  point  soon,  Rob- 
ert Beckwitt,  who  manages 
the  fund,  will  have  to  make  a 
tricky  interest-rate  call  and 
decide  when  to  move  from 
short-term  money-market 
funds  into  long-term  bonds. 
"It's  going  to.be  a  big  deci- 
sion for  people  to  make,"  says 
Beckwitt.  "Fidelity  will  do  it 
for  you." 

The  fund,  launched  in  Janu- 
ary, is  aiming  for  a  total  re- 
turn of  more  than  8%  over 


and  a  mediocre  3.77%  so 
this  year,  the  result  of  mf 
ing  out  on  a  healthy  econo 
and  strong  stock  mark 
"The  economy  surprised  u 
he  says. 

Salvigsen  is  still  waiting 
an  economic  downturn.  H< 
90%c  in  long-term  T-bonds  i 
10%c  in  stocks.  Why  not  j 
buy  into  a  bond  fund? 
cause,  Salvigsen  says,  an 
vestor  is  buying  "strong  c 
victions  about  when  to  get 
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bonds   and  into 
cks." 

Vhen  choosing  a 
d,  take  a  careful 
i  at  expense  ratios, 
amount  of  dollars 

$100  of  invest- 
it  withheld  to  cov- 
management  fees 
I  other  overhead. 

average  asset-al- 
ition  fund's  ex- 
se  ratio  is  1.61%  of 
lual  assets,  corn- 
ed with  1.02%  for 
inced  funds,  those 
!sted  in  stocks  and 
ds,  according  to 
:ual  Fund  Values, 
advisory  service. 
16,  such  as  Shear- 
s  Multiple  Oppor- 
ty  Fund,  are  as 
1  as  3%.  The  funds 
1  the  higher  fees 
1  to  be  those  with 
•e  active  portfolio  turn- 
•,  which  boosts  transaction 
s. 

you're  willing  to  make  a 
basic   decisions,  you 
lit  be  better  off  using  a 
)le  system  and  allocating 
'  assets  all  by  your  lone- 


ASSET-ALIOCATION  FUNDS: 
A  MIXED  REPORT  CARD 


TOTAL  RETURN 

1987 

1988 

(%)  1989* 

AMEV  ADVANTAGE  ASSET  ALLOCATION 

NA 

NA 

6.90 

BAILARO  BIEHL  &  KAISER  DIVERSA 

8.37 

6.77 

4.17 

BLANCHARD  STRATEGIC  GROWTH 

16.37 

7.40 

4.23 

DEAN  WinER  STRATEGIST 

NA 

NA 

9.41 

DREYFUS  CAPITAL  VALUE 

34.45 

8.13 

3.77 

HIDDEN  STRENGTH  MODERATE  ASSET  ALLOCATION 

4.31 

13.97 

7.63 

INTEGRATED  TOTAL  RETURN 

NA 

17.72 

6.65 

MIMLIC  ASSET  ALLOCATION 

4.42 

10.21 

5.84 

MORISON  ASSET  ALLOCATION 

1.36 

5.25 

7.07 

NATIONAL  STRATEGIC  ALLOCATION 

NA 

6.25 

4.49 

OPPENHEIMER  ASSET  ALLOCATION 

NA 

16.83 

7.81 

PAINEWEB6ER  ASSET  ALLOCATION 

1.37 

11.34 

3.06 

PERMANENT  PORTFOLIO 

13.15 

1.28 

1.14 

PRUDENTIAL-BACHE  FLEXIFUND  —  AGGRESSIVE 

NA 

10.97 

5.56 

PRUDENTIAL-BACHE  FLEXIFUND  —  CONSERVATIVE 

NA 

7.01 

4.63 

SHEARSON  LEHMAN  HUnON  MULTIPLE  OPPORTUNITY 

NA 

-5.61 

15.32 

USAA  INVESTMENT  TRUST  CORNERSTONE 

9.00 

8.38 

6.17 

WELLS  FARGO  ASSET  ALLOCATION 

8.54 

9.70 

3.25 

*Through  Apr  21        NA  ~  not  available  (fund  not  in  existence) 

DATA  MORNINGSTAR  INC 

about  what  you're  doing. 
"What  drives  asset  allocators 
is  the  conscious  comparison  of 
the  merits  of  different  invest- 
ments at  any  point  in  time," 
says  William  Donoghue,  who 
publishes  Donoghue's  Money- 
letter,  a  newsletter. 


a  10.3%  return — compared 
with  a  9.39J  return  for  the  S&P 
500  during  the  same  period.  It 
also  proved  less  risky,  since 
the  S&P  500  went  down  six 
times,  while  Biehl's  index 
went  down  only  twice — in 
1973  and  1974,  when  the  oil 


"We  all  need  to  be  as- 
al locators.  We  all  don't 

these  funds,"  says  John 
<ese,  research  director  of 
American  Association  of 
'idual  Investors, 
ist  investors  are  already 
nscious  asset  allocators: 
have  some  funds  in 
s,  some  in  a  money-mar- 
iccount,  some  in  stocks  or 
)ck  fund,  and  they  have 
;y  in  their  homes.  But  to 

right,  you  have  to  think 


Experts  and  tyros  alike  say 
that  doing  it  yourself  is  fairly 
easy.  Investors  simply  divide 
up  their  assets  between  dif- 
ferent no-load  mutual  funds. 
BB&K  Diversa's  Larry  Biehl 
recommends  a  simple  formula 
of  putting  20%  each  in  five 
funds:  money  market,  stock, 
international  stock,  tax-ex- 
empt bond,  and  real  estate. 

According  to  Biehl's  calcu- 
lations, over  the  past  22  years 
this  particular  mix  has  earned 


shock  sent  most  asset  values 
careening. 

Biehl  recommends  using 
mutual  funds  that  broadly 
represent  the  market  and  are 
inexpensive  to  own.  For  the 
equity  portion,  he  likes  a 
stock-index  fund  that  mirrors 
the  .S&P  500,  such  as  the  Van- 
guard Index  Trust  Fund.  For 
international  equities,  the 
Vanguard  World  Internation- 
al Fund  is  diversified  among 
foreign  stock  markets;  for 


bonds,  the  Drey!''as 
Tax-Exempt  "  Boftc 
Fund;  for  cash,  Van- 
guard's municipal 
money-market  pcorEfo- 
lio;  and  for  real  estate, 
Fidelity  Real  Estate 
Investment  Portfolio, 
which  invests  in 
stocks  of  U.  S.  and 
foreign  real  estate 
companies.  You  can 
also  count  the  equity 
in  your  home  as  a  real 
estate  investment. 

Another  way  to  do 
it  is  to  custom-design 
a  portfolio  around 
broad  guidelines 
based  on  your  own  ap- 
petite for  risk.  .\AIl's 
Markese  recommends 
that  you  start  out  by 
dividing  45%  between 
long-term  bond  and 
short-term  money- 
market  funds,  457^  in  stock 
funds,  and  10%  in  real  estate 
funds,  avoiding  precious  met- 
als altogether.  Spread  the 
stock  investment  between 
large-  and  small-capitalization 
stocks  and  international 
stocks.  Which  ones?  "The  pre- 
cision doesn't  have  to  be 
there,"  says  Markese. 
FREE  ADVICE.  Investors  should 
plan  on  rebalancing  their 
funds  about  once  a  year.  For 
example,  if  stocks  do  well 
they  might  end  up  overrepre- 
sented.  At  the  close  of  a  year, 
add  up  the  total  assets,  di- 
vide by  five,  and  redistrib- 
ute them. 

You  may  want  to  change 
your  initial  mix,  too.  Asset 
allocation  is  the  latest  mar- 
keting tool,  so  advice  on  the 
■ight  mix  abounds.  Most  bro- 
kerage firms  now  make  spe- 
cific recommendations  on  the 
best  asset  mix.  Newsletters 
also  publish  suggestions  and 
regularly  revise  them. 

The  cost  of  allocating  your 
own  assets  is  low.  A  $50,000 
investment  distributed  be- 
tween five  no-load  mutual 
funds,  rebalanced  or  redistrib- 
uted two  times  a  year,  would 
cost  about  $500  in  fees  and 
other  charges  for  switching 
funds.  At  the  very  least,  in- 
vestors can  benefit  from  sit- 
ting down  and  figuring  out 
which  baskets  their  eggs  are 
in.  Leah  Nathans 
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f  HIS  PENMY-STOCK  SCAM 
PACKS  A  ONE-TWO  PUNCH 


Playing  the  penny  stock 
market  is  a  risky  propo- 
sition under  the  best  of  cir- 
cumstances. The  odds,  natu- 
rally, are  high  against 
coming  across  another  Apple 
Computer  or  Polaroid  among 
the  hundreds  of  low-priced 
issues  promoted  by  scores  of 
dealers.  And  even  if  the 
stock  has  potential,  there's  a 
growing  risk  that  the  broker- 
age house  making  the  mar- 
ket in  it  will  abruptly  go  out 
of  business  (BW— Mar.  13). 

Tempted  anyway?  Then 
you  should  be  aware  of  a  tax 
pitfall  that  can  make  you  a 
loser  even  when  you  think 
you're  ahead  of  the  game. 
Recent  charges  by  the  Secu- 
rities &  Exchange  Commis- 
sion against  the  largest  pen- 
ny stock  firm,  Stuart-James 
Co.,  provide  a  good  illustra- 
tion. The  firm  denies  all  of 
the  SEC's  allegations. 

The  SEC  says  that  Stuart- 
James  salespeople  promised 
hefty  profits  on  initial  public 

'Crossing'  can  stick 

you  with  paper 
losses  and  a  tax  bite 

offerings.  All  the  customers 
had  to  do  was  agree  to  sell 
the  shares  back  to  the  firm 
the  next  day,  when  the  issue 
would  begin  trading  on  the 
secondary  market.  The  SEC 
doesn't  say  exactly  how 
much  profit  was  guaranteed. 
But  despite  an  SEC  crack- 
down, the  pitches  keep  com- 
ing from  various  firms,  and 
brokers  say  that  promises  of 
"guaranteed"  gains  on  the 
order  of  30%  aren't  rare. 
A  WALLOP.  That's  quite  a  re- 
turn for  a  one-day  invest- 
ment. Except  for  one  thing — 
penny  stock  brokers  don't 
like  to  buy  back  stock  with 
the  same  hard  cash  they  so 


eagerly  took  from  investors. 
Instead,  they  do  their  best  to 
"cross"  investors  into  anoth- 
er favored  stock.  That's  the 
kind  of  transaction  that  can 
pack  a  tax  wallop. 

Consider  hypothetical 
stock  A,  which  you  bought 
for  8$.  Your  broker  promises 
to  move  you  out  of  it  at 
10$ — a  25%  gain.  It  just  so 
happens  he  knows  about  a 
hot  company — stock  B — that 
owns  the  patents  to  an  "elec- 
trothermodynamister."  This 
device,  he  says,  can  efficient- 
ly "desalinize"  seawater,  and 
company  B  is  about  to  reach 
an  agreement  in  principle  to 
license  it  to  "several  major 
municipalities"  on  the  West 
Coast. 

It  sounds  as  if  stock  B 
can't  miss,  so  your  broker 
takes  the  10$  from  stock  A 
and  buys  stock  B  for  you, 
also  at  10$  a  share.  So  far,  so 
good.  But  even  in  legitimate 
penny  stock  dealings,  the 
spread  between  buying  and 
selling  prices  is  usually  enor- 
mous. You  probably  couldn't 
sell  stock  B  back  for  more 
than  a  nickel. 

REAL  GAIN.  Now  fast-forward 
the  scenario  to  next  year. 
The  invention  still  has  some 
bugs,  the  broker  says,  so 
you  still  couldn't  get  more 
than  5$  a  share — which 
means  a  paper  loss  of  5$. 
But  as  far  as  the  IRS  is  con- 
cerned, you've  made  2$  a 
share  on  stock  A — a  real 
gain,  not  a  paper  one,  even 
though  you  haven't  seen  any 
of  the  proceeds. 

So  why  was  your  broker 
so  anxious  to  get  stock  A 
back?  There's  a  good  chance 
he  marked  it  up  to  30$  and 
sold  it  to  someone  else  as  a 
proven  highflier.  And  at 
many  penny  stock  firms,  you 
never  would  have  gotten 
that  "guaranteed"  gain  on 
stock  A  unless  you  had 
agreed  to  be  rolled  over  into 
stock  B.  David  Zigas 


What's  In 


NOW  GRANDDAD'S  TIMEPIECE 
IS  RIGHT  UP-TO-THE-MINUTE 


The  popularity  of  pocket 
watches,  connoisseurs 
often  say,  rises  and  falls 
with  the  popularity  of  vests. 
Vests  may  be  out  these  days, 
but  pocket  watches  are  defi- 
nitely in.  At  a  recent  Chris- 
tie's auction  in  New  York, 
"watches  that  fetched  $6,000 
six  months  ago  were  going 
for  $12,000,"  says  Vice-Presi- 
dent Jonathan  Snellenburg. 

Such  five-figured  antiques 
are  far  different  from  the 
thick  gold  instrument  that 
most  people  envision  as  a 
pocket  watch.  This  type,  the 
classic  American  railroad 
watch,  has  its  devoted  fans, 
who  pay  anywhere  from  $200 
to  $1,000  for  one.  But  most 
collectors  prize  Art  Deco 
dress  watches,  which  start  at 
$800.  Light  and  slim,  they 
were  made  in  a  variety  of 
shapes,  from  square  to  octag- 
onal, and  in  materials  such  as 
platinum,  jade,  and  onyx.  The 
concept  was:  "The  watch  is  a 
piece  of  jewelry  that  tells 
time,"  says  Ralph  Destino, 
chairman  of  Cartier,  which 
made  some  of  the  finest. 
But   the    most  valuable 


watches  don't  just  tell  tim 
As  far  back  as  1800,  pock 
watches  boasted  technical  fei 
tures  such  as  minute  repe; 
ers  (press  a  button  and  th 
chime  the  minutes  past  tl 
quarter  hour),  chronograp 
(stopwatches),  and  perpet 
calendars.  The  more  "compl 
cations"   a  watch  has,  tlj 
more  it's  worth:  Prices  sta 
at  around  $3,000  for  a  repet^ 
er  and  can  mount  to  $200,01 
for  one  with  a  variety  of 
tronomical,   calendar,  aii 
timekeeping  functions. 
USEFUL.  Though  such 
tiques  are  mainly  for  collet 
ing,  some  gentlemen  are  acti 
ally  donning  watches — oftl 
modern  ones.  At  Gruen  Mc'l 
keting  in  Wilkes-Barre,  Pv 
pocket  watch  sales  have  tly 
pled  in  the  past  four  yeaii 
"It's  a  nice  little  anachronis 
for  everyday  life,"  says  Da 
iel  Scherlis,  president  of 
plied  Reasoning,  a  comput 
company  in  Cambridge,  Mai 
His  Seiko  does  have  its  us< 
however.  "Place  it  in  your  1 
at  a  meeting,  and  no  one  c 
tell  when  you  sneak  a  look 
the  time."  Troy  Sei 
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THE  BMW  SZSi  IS  SLOWER.LESS 
tOOMYAND  COSTS  104)00  MORE. 
MAYBE  rrS  THE  NEW  MATH. 


INTRODUCING 
HETWCLEIE-VAIVE. 

It  didn't  seem  odd  to  our  engineers 
t  the  new  Volvo  740  GLE  16-valve 
performed  the  BMW  525i  from 
5  mph*  After  all,  the  153  horse- 
A/er,  twin-cam  may  be  Volvos  most 
/anced  engine  to  date. 

It  certainly  wasn't  peculiar  to  our 

cpendent  tests  for  19X9  aulomatii.  transmission  models. 


designers  that  the  Volvo  provides  more 
front  headroom  and  rear  legroom.  With 
standai'd  amenities  such  as  heated  seats, 
air  conditioning  and  a  power  sunroof,  the 
Volvo  interior  is  designed  to  miike  your 
driving  experience  more  pleasurable. 

And  it  didn't  come  as  a  surprise  to 
Volvo  enthusiasts  that  the  740  GLE 
16-valve  comes  equipped  with  safety 
features  such  as  a  drivers  side  Supple- 

'  198V  manufacturer's  suggested  retail  prices. 


mental  Restraint  System  (unlike  the 
BMW)  and  an  anti-lock  braking  system 
(just  like  the  BMW). 

What  everyone  agreed  was  bizarre, 
however,  was  the  fact  that  the  BMW 
costs  an  alarming  $10,000  more.' 

Test  drive  the  new  740  GLE  16-valve. 
Because  a  Volvo,  unlike  many  of  todays 
sticker  prices,  makes  all  "VOIjVO 
the  sense  in  the  world  A  car  you  can  believe  ia 

C'  1989  VOLVO  NORTH  AMERICA  CORPORATION 
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ersonal  Business 


Outdoors 


HOOKING 
THE  PERFECT 
FLY  ROD 


Two  years  ago,  venture 
capitalist  Paul  Dali  of 
Menlo  Park,  Calif.,  took 
up  fly-fishing  as  a  way  to  un- 
wind. But  these  days  he  finds 
himself  ducking  into  fly  shops 
and  devouring  fishing  maga- 
zines with  the  same  "due  dili- 
gence" he  used  to  reserve  for 
scrutinizing  business  plans. 

Indeed,  it  sometimes  seems 
that  the  draw  of  the  sport's 
tackle  and  accoutrements  is 
as  powerful  as  a  salmon's 
need  to  spawn.  New  converts 
such  as  Dali  quickly  pass  the 
point  where  they  can  make  do 
with  just  one  all-around  ver- 
sion of  the  sport's  most  fun- 
damental tool,  the  fly  rod. 
FEISTY  SALMON.  The  three  ba- 
sic variables  in  choosing  a 
fine  fly  rod  are  length,  mate- 
rial, and  line  weight.  Fly  rods 
typically  range  from  7  to  10 
feet  long.  While  fi- 
berglass and  boron 
rods  are  available, 
most   fishermen  to- 
day opt  for  bamboo 
or  graphite.  They 
handle  lines  from  the 
delicate  two-weight 
for  light  trout  fish- 
ing to  the  12-weight 
used  to  pursue  feisty 
salmon. 

Joel  Alvord,  presi- 
dent of  Boston's 
Shawmut  National 
Bank,  swears  by  a 
lightweight,  6V2-foot  bamboo 
rod.  He's  part  of  a  counter- 
trend:  In  recent  years  the  tra- 
ditional split-cane  bamboo  rod 
has  been  overshadowed  some- 
what by  space-age  fibers  be- 
cause bamboo  is  heavy,  ex- 
pensive, and  less  strong.  But 
rodmakers  report  a  "back-to- 
nature"  movement  that  has 
created  a  resurgence  in  sales 
of  bamboo.  "There's  really  no 
functional  advantage  to  bam- 
boo, but  it  looks  nice,  smells 
nice,  and  has  a  willowy,  softer 
action,"  explains  Nelson 
Ishiyama,  a  Palo  Alto  (Calif.) 


■  VENTURE  CAPITALIST  PAUL  OALI'S  LOVE  OF 
FLY-FISHING  HAS  HIM  COLLECTING  THE  LATEST 


TACKLE 


attorney   and   rod  collector. 

Fine  bamboo  rods  start  at 
about  $1,000.  At  Thomas  & 
Thomas  in  Turners  Falls, 
Mass.  (413  863-9727),  rod- 
maker  Tom  Dorsey's  staff 
will  spend  more  than  4.5  man- 
hours  on  T&t's  top-of-the-line 
bamboo  rod,  hand-rubbing  the 
varnish  and  matching  the  six 
triangular  strips  of  honey- 
combed bamboo  that  are 
glued  together  to  make  a 
shaft.  If  you  seek  individual- 
ized features  such  as  specially 
colored  guide  wraps,  a  custom 
grip,  engraved  metal  fittings. 


a  leather  case,  or  an 
unusual  length,  the 
Ijrice  can  approach 
$2,000. 

For  anglers  un- 
willing to  fret  about 
the  safety  of  such 
works  of  art,  graph- 
ite is  the  choice.  It's 
flexible  yet  tough, 
durable  yet  light. 
Quality  graphite 
rods  retail  in  the 
$200-to-$400  range. 

Manufacturers  such  as 
Sage,  Fenwick,  and  Orvis  are 
all  making  good  rods  that  can 
be  purchased  right  off  the 
shelf.  But  don't  rule  out  go- 
ing custom:  For  a  few  more 
dollars,  an  angler  can  pur- 
chase not  just  a  good  rod  but 
a  unique  piece  of  equipment. 

Some  custom  rods  are  cus- 
tom only  in  the  cosmetic 
sense:  The  metal  loops,  or 
guides,  are  bound  to  the  shaft 
of  the  rod  by  threads  tightly 
wound  in  individualized  colors 
and  patterns. 


A  few  rodmakers,  like  0: 
gon's  Skip  Morris  (503  6! 
7460),  pride  themselves  on  { 
ing  further.  While  he  offe 
limited  coloi-s  and  wrap  p 
terns,  Morris  will  make  si 
each  rod  he  builds  fits  the  i 
gler's  needs  in  action  and  p 
formance.  His  price  ranj 
$290  to  $600. 

AUTOGRAPHED.  Morris 

spend  a  half  hour  or  m( 
grilling  you  about  your  fi 
ing  practices.  How  wide 
the  streams  that  you  fi 
What  are  the  shortcomings 
your  current  setup?  And  1 
all  custom  builders,  he 
finish  your  rod  by  paint 
your  name  on  the  shaft 
autographing  it.  And  if 
ever  damage  the  rod,  his 
ords  will  help  him  restore 
A.nother  basic  considerat 
is  travel.  A  two-piece  mo 
that  can  be  stowed  in 
trunk  is  perfect  for  a  neai 
fishing  hole.   Harold  Mill 
Houghton  Mifflin  chief  ex^ 
five,  has  a  lineup  of  two-pi 
rods  in  both  bamboo 
graphite  that  he  uses  in  V 
mont.  But  his  occasional  tr 
to  Chile  or  Alaska  have 
dropping  hints  to  his 
(and  fishing  partner)  abou 
four-piece  style.  These  r 
much-improved  over  ear 
versions,  fit  in  a  case 
than  30  inches  long,  s 
enough  to  be  carried  on 
airplane.    Joan  O'C.  Hamil 


a 


Worth  Noting 

■  NO  LINES,  NO  FINES.  Mak 

visit  to  the  U.  S.  Customs 
fice  in  your  area  with 
costly  new  camera  or 
corder  before  you  head 
seas.  They  will  give  yo 
registration  form  so  that 
can  get  back  into  the  ecu 
without  paying  a  10% 
charge  on  the  equipme 
and  without  waiting  in 
for  a  form  at  the  airport 

■  LOCKED  IN.  If  you're  tr 
ing  to  Europe  this  sumi 
and  think  the  dollar  may 
weaker,  Swiss  Bankers  T; 
ellers  Cheques  now  let 
lock  in  today's  rates.  Den( 
nated  in  Swiss  francs,  the 
available  at  such  major  ba 
as  Chemical,  Bank  of  Air 
ca,  and  Citibank. 
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PERSONAL  BUS 


OUR  SALES  SOLUTIONS 
ARE  AS  VARIED  AS  OUR 
CLIENTS'  PRODUCTS. 


We  prescribed  sales  systems  tor  several  SmithKline  Becknian  subsldianc 
Including  Smith  Kline  &  French  Laboratories 


DurarellfJotajumpon  the  comix'tition  thriiu>;h 
improved  sales/marketing  communications 


We  helped  The  House  of  Seagram  find 
a  better  way  to  generate  and  monitor  sales. 


When  it  comes  to 
automating  the  sales  forces  of 
large  corporations,  with  their 
varied  products,  marketing  and 
sales  support  needs,  one  com- 
pany leads  the  field:  Sales 
Technologies,  Inc.® 

We  excel  in  the  design, 
installation  and  support  of 
tailored  software  for  large  field 
sales  forces.  Our  experienced 
project  teams  offer  specialized 
skills  in  a  wide  variety  of  indus- 
tries, enabling  us  to  work  with 
you  to  develop  a  state-of-the- 
art  system  to  meet  your  specific 
needs.  In  fact.  Sales  Tech- 
nologies has  already  installed 
highly  successfijl  field  sales 
automation  systems  for  many 
major  corporations  worldwide. 

If  you've  decided  that 
sales  force  automation  is  an 
idea  whose  time  has  come,  find 
out  why  Sales  Technologies,  a 
company  of  The  Dun  &  Brad- 
street  Corporation,  has  become 
the  leading  choice.  Call  Chris 
Bradford  at  (404)  841-4000 
for  more  information. 

Sales  Technologies.  We're 
known  by  the  company  we  keep. 


Sales  Technologies,  Inc. 


3399  Peachtree  Rd  NE,  Atlanta. GA  30326   13-35  Crenfell  Rd,  Maidenhead,  Berkshire,  SL6  lES 


©1989  Sales  Technologies,  Inc* 
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"They  grew 350%  iiifour>«ais.  MypcMt^ 

should  ontybe  filled  with  $5  billicjii  companies 

like  that"  ,  , 

— investmentbanker 

MCI.  m  showed  them.  Let  us  showyou: 


(  MS 


I 


nvestment  Figures  of  the  Wee 


'MENTARY 

I  profit  reports  for  the  first 
er  helped  send  the  stock 
;f  bounding  over  the  Dow 
•mark,  only  some  300  points 

from  the  all-time  high.  First- 
er  GNP — up  5.5% — re- 
d  unexpected  strength  in  the 
imy.  The  bond  market,  which 
ting  for  a  slowdown,  none- 
s  finished  the  week  un- 
led.  In  Tokyo,  stocks  initially 
d  but  then  rallied  after 

Minister  Takeshito  agreed 
p  down  in  the  woke  of  a 

a!  scandal. 
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jjjKBjj^^Mjll^ 


52-week  chon 
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1  -week  change 
-0.1% 


BONDS 

Apr.       Oct.       Apr.      Apr.  20-26 


306  93 

305  1200 


•  300  10S0 


.  295  900 


Shearson  Lehman 
Treasury  Index 


52-week  change 
-0.1% 


1  -week  change 

-0.1% 


THE  DOLLAR 

Apr.        Oct.        Apr.      Apr.  20-26 


  1260  100 


'  1230  90 
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J.  P.  Morgan 
Index 


52-week  change 
-i-S.0% 


1  -week  chonge 
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RKET  ANALYSIS 


i  change 


STOCKS 

latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 

2389.1 

0.1 

16.7 

90-DAY  TREASURY  BILL  YIELD 

8.8% 

8.7% 

6.0%. 

OMPANIES  (Russell  1000) 

162.2 

0.0 

16.4 

30-YEAR  TREASURY  BOND  YIELD 

9.0% 

9.0% 

9.0% 

L  COMPANIES  (Russell  2000) 

163.6 

0.7 

13.8 

S&P  500  DIVIDEND  YIELD 

3.4% 

3.5% 

3.4% 

OMPANIES  (Russell  3000) 

174.2 

0.1 

16.2 

S&P  500  PRICE/EARNINGS  RATIO 

12.0 

12.3 

14.2 

ICN  STOCKS 


Latest 


change  (local  currency) 
Week  52-week 


3N  (FINANCIAL  TIMES  100)        2093.4  0.5  15.9 

)  (NIKKEI  INDEX)  33,434.9  0.2  23.0 

m  (TSE  COMPOSITE)  3578.2  -0.6  6.9 


TECHNICAL  INDICATORS 


Latest 


S&P  500  26-week  moving  overage  286.07 

Stocks  above  26-week  moving  overage  64.6%> 

Speculative  sentiment:  Put/call  ratio  0.21 

Insider  sentiment;  Vickers  sell/buy  ratio  1.42 


Reading 
Positive 
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022  Negative 
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Week  ago 

285.1 
63.2% 
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BRIDGE  INFORMATION  SYSTEMS  INC. 
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change 
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change 
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Price 
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19.2 
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NWA 

65.4 

148.3 

IOOVa 
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15.6 

21.4 
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35.4 

57.4 

383/4 
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13.7 

37.9 
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14.9 

35.0 

173/8 

REBUILDING 
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45.5 
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17.9 

55.3 

33 
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change 
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4-week 

change 

52-week 
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25% 
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LOMAS  &  NETTLETON 

-9.0 

-25.6 

163/8 

DMOBILES 

-0.6 

8.9 

CHRYSLER 

-3.0 

3.2 

24 

.TH  CARE  SERVICES 

-0.1 

-25.0 

BEVERLY  ENTERPRISES 

-10.8 

24.5 

8V4 

TUAL  FUNDS 


RS 

«k  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

lONAL  AVIATION  &  TECHNOLOGY 
iNTIETH  CENTURY  VISTA  INVESTORS 
INVESTMENT  EMERGING  GROWTH 

16.3 
13.7 
13.3 

VAN  ECK  GOLD/RESOURCES 

SLH  PRECIOUS  METALS  &  MINERALS 

USAA  INVESTMENT  TRUST  GOLD 

-7.0 
-6.6 
-6.4 

ik  total  return 

% 

52-week  total  return 

% 

FMANN 

lONAL  AVIATION  &  TECHNOLOGY 
JMBIA  SPECIAL 

59.1 
41.6 
40.9 

STRATEGIC  GOLD/MINERALS 

SLH  PRECIOUS  METALS  &  MINERALS 

STRATEGIC  INVESTMENTS 

-22.7 
-14.3 
-12.8 

■1  S&P  500 

ek  total  return 


MORNINGSTAR  INC, 


J  Averoge  fund 


52.week  totol  return 


ATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


amounts 
enl the  present 
of  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
f  total  returns 


U.  S.  stocks 
$11,835 

+  0.24% 


Foreign  stocks 
$11,821 

-0.76% 


Treasury  bonds 
$10,996 

-0.26% 


III! 


Money  market  fund 
$10,667 

+  0.16% 


Gold 

$8,602 

+  0.51  % 


on  this  page  are  os  of  market  close  Wednesdoy.  Apr.  26,  1989,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  pertormonce  and  share  prices  ore  Qs  of  market  close 


Apr,  25  Mutual  fund  returns  ore  as  of  Apr.  21.  Relative  portfolios  are  valued  as  of  Apr,  25,  A  more 
detoiled  explanation  of  this  page  is  available  on  request. 
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INSURE  DEPOSITORS, 
NOT  BAD  RISKS 


The  system  we  use  to  protect  depositors  in  our  banks 
and  savings  and  loan  associations  was  a  major  cause 
of  the  thrift  crisis.  If  something  isn't  done  fast  to 
repair  it,  other  crises  are  sure  to  follow.  Deposit  insurance  is 
to  be  the  subject  of  a  study  group  set  up  by  Congress  as 
part  of  its  response  to  the  President's  emergency  s&L  rescue 
package.  That  impulse  is  a  good  one,  because  deposit  insur- 
ance turns  out  to  contain  within  it  the  seeds  of  high-risk 
shenanigans  in  an  industry  that  needs  prudence  above  ev- 
erything else. 

By  pledging  to  refund  losses  of  up  to  $100,000  on  each 
account,  the  government  relieves  the  public  of  worry  over 
whether  banks  or  thrifts  are  taking  foolish  risks  with  deposi- 
tors' money.  If  an  institution's  bets  don't  pan  out,  Uncle 
Sam  will  be  sure  to  bail  out  depositors — and  often  the  insti- 
tution. The  upshot:  Deposit  insurance  is  the  source  of  bad 
risk-taking,  and  at  the  same  time  pays  for  its  consequences. 

Whatever  free-market  purists  might  say,  the  govern- 
ment's guarantee  is  here  to  stay — and  should  be.  Because  of 
it,  the  financial  system  has  avoided  a  banking  panic  for  50 
years,  and  no  one  wants  to  live  through  one  again. 

So  the  real  issue  is  not  debating  a  private  insurance  sys- 
tem vs.  a  federal  one,  but  making  the  federal  deposit  insur- 
ance system  function  better.  Here  are  some  ideas: 

Lower  the  deposit  insurance  ceiling  from  $100,000  per 
account  to,  say,  $50,000  per  household.  If  that's  politically 
impossible,  at  least  limit  the  insurance  coverage  to  one  ac- 
count per  household. 

Charge  financial  institutions  premiums  for  government 
insurance  based  on  a  sliding  scale:  the  riskier  the  loan  port- 
folio, the  higher  the  premium. 

Free  the  regulators  and  their  insurance  funds  from  con- 
gressional interference.  The  government's  insurance  agen- 
cies need  to  develop  the  stature  of  the  Federal  Reserve  to  be 
politically  immune  from  Congress.  The  regulators  must  be 
free  to  protect  taxpayer  money  and  the  financial  system 
without  worrying  about  threats  from  a  powerful  congress- 
man who  is  being  leaned  on  by  influential  constituents. 


HIP  BUT  NO  HOORAY  FOR 
COLD-FUSION  'PIONEERS' 


The  jury  is  still  out  on  whether  researchers  in  Utah 
have  achieved  nuclear  fusion  on  a  table-top  (page  100). 
But  the  story  tells  a  lot  about  scientific  research  these 
days — and  raises  some  disquieting  questions. 

Much  of  science  today  is  big  and  expensive.  And  that's 
worrisome.  One  recent  study  of  the  nature  of  scientific 
genius  shov>  s  that  revolutionary  discoveries — the  theories  of 
relativity  and  continental  drift,  for  example — have  come 
largely  from  solitary  iconoclastic  scientists,  not  from  enor- 
mous projects  with  high  price  tags.  Often  working  at  the 


fringes  of  science,  these  "geniuses"  are  phenomenal  ris 
takers,  willing  to  stick  their  necks  out  to  propose  wh 
seems  at  first  to  be  scientific  folly. 

Cold  fusion  in  a  bottle  certainly  qualifies  as  an  unlike 
idea.  The  physicists  who  have  spent  their  careers  trying 
induce  hydrogen  to  fuse  in  multimillion-dollar  machin 
didn't  think  it  was  possible.  Instead,  it  took  two  chemis 
who  dared  to  venture  outside  the  boundaries  of  their  dis 
pline  to  look  at  the  problem  of  achieving  fusion  power  wi 
fresh  eyes.  They  were  willing  to  give  it  a  try,  building  t 
low-tech  apparatus  with  their  own  money,  not  a  big  govei 
ment  grant. 

But  one  can  quarrel  with  the  way  they  disclosed  th( 
findings  and  for  their  apparent  desire  not  to  share  crei 
with  others.  In  violation  of  normal  scientific  procedun 
they  held  a  news  conference  before  publishing  their  papc 
And  maybe  they  jumped  the  gun.  When  the  scientific 
viewers  at  Nature  raised  questions,  the  two  scientists  wii 
drew  their  paper  rather  than  respond.  B.  Stanley  Pons  a 
Martin  Fleischmann  deserve  credit  for  taking  the  risks, 
they  have  failed  to  live  up  to  the  highest  standards 
science. 


THE  WINDS  OF  DEMOCRAC 
ARE  STIRRING  ASIA 


The  resignation  of  Japanese  Prime  Minister  Nobc 
Takeshita  was  perhaps  inevitable.  A  mounting  put 
furor  over  Japan's  money  politics  had  discredited  ' 
keshita  and  the  leadership  of  the  ruling  Liberal  Democra 
Party.  Still,  Takeshita  is  to  be  commended  for  taking  ti 
painful  move  of  accepting  responsibility  and  stepping  da 
in  an  attempt  to  end  Japan's  political  deadlock — a  less 
some  U.  S.  political  and  financial  leaders  might  well  heec 
But  the  broader  significance  of  Japan's  Recruit  Co.  sc; 
dal  is  that  a  new  wind  is  blowing  through  the  capitals 
America's  leading  trade  and  security  partners  in  Asia.  1 
Japanese,  proud  of  their  economic  prowess,  are  demandi 
an  equally  modern  political  system  that  is  less  accounta 
to  big  money  and  more  accountable  to  public  perception, 
In  China,  the  students  demonstrating  against  the  Comii 
nist  Party  are  thirsting  for  a  political  system  in  which 
individual  has  greater  say.  In  South  Korea,  President  B 
Tae  Woo,  a  former  general,  is  under  pressure  not  only  fr 
radicals  and  students  but  also  from  an  increasingly  afflu' 
middle  class  that  is  eager  for  a  clean  break  with  a  milita* 
dominated  past.  Taiwan  also  is  undergoing  a  major  politi 
transition  in  which  reform-minded  leaders  born  in  Taiv 
are  taking  control  from  the  conservative,  mainland-b(| 
generals. 

It  would  be  naive  to  suggest  that  Western-style  democi' 
cy  is  suddenly  breaking  out.  These  debates  are  taking  pl;| 
in  distinctively  Asian  settings  and  will  be  resolved  in  distif' 
tively  Asian  ways.  But  there  are  clearly  forces  demand? 
more  open,  responsive  governments.  Although  this  ny 
make  it  more  difficult  for  Washington  to  exert  its  will  in  e 
region,  over  the  long  run  it  is  a  healthy  trend — and  one 
the  U.  S.  must  support. 
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INSURE  DEPOSITORS, 
NOT  BAD  RISKS 


The  system  we  use  to  protect  depositors  in  our  banks 
and  savings  and  loan  associations  was  a  major  cause 
of  the  thrift  crisis.  If  something  isn't  done  fast  to 
repair  it,  other  crises  are  sure  to  follow.  Deposit  insurance  is 
to  be  the  subject  of  a  study  group  set  up  by  Congress  as 
part  of  its  response  to  the  President's  emergency  s&L  rescue 
package.  That  impulse  is  a  good  one,  because  deposit  insur- 
ance turns  out  to  contain  within  it  the  seeds  of  high-risk 
shenanigans  in  an  industry  that  needs  prudence  above  ev- 
erything else. 

By  pledging  to  refund  losses  of  up  to  $100,000  on  each 
account,  the  government  relieves  the  public  of  worry  over 
whether  banks  or  thrifts  are  taking  foolish  risks  with  deposi- 
tors' money.  If  an  institution's  bets  don't  pan  out.  Uncle 
Sam  will  be  sure  to  bail  out  depositors — and  often  the  insti- 
tution. The  upshot:  Deposit  insurance  is  the  source  of  bad 
risk-taking,  and  at  the  same  time  pays  for  its  consequences. 

Whatever  free-market  purists  might  say,  the  govern- 
ment's guarantee  is  here  to  stay — and  should  be.  Because  of 
it,  the  financial  system  has  avoided  a  banking  panic  for  50 
years,  and  no  one  wants  to  live  through  one  again. 

So  the  real  issue  is  not  debating  a  private  insurance  sys- 
tem vs.  a  federal  one,  but  making  the  federal  deposit  insur- 
ance system  function  better.  Here  are  some  ideas: 

Lower  the  deposit  insurance  ceiling  from  $100,000  per 
account  to,  say,  $50,000  per  household.  If  that's  politically 
impossible,  at  least  limit  the  insurance  coverage  to  one  ac- 
count per  household. 

Charge  financial  institutions  premiums  for  government 
insurance  based  on  a  sliding  scale:  the  riskier  the  loan  port- 
folio, the  higher  the  premium. 

Free  the  regulators  and  their  insurance  funds  from  con- 
gressional interference.  The  government's  insurance  agen- 
cies need  to  develop  the  stature  of  the  Federal  Reserve  to  be 
politically  immune  from  Congress.  The  regulators  must  be 
free  to  protect  taxpayer  money  and  the  financial  system 
without  worrying  about  threats  from  a  powerful  congress- 
man who  is  being  leaned  on  by  influential  constituents. 


HIP  BUT  NO  HOORAY  FOR 
COLD-FUSION  'PIONEERS' 


The  jury  is  still  out  on  whether  researchers  in  Utah 
have  achieved  nuclear  fusion  on  a  table-top  (page  100). 
But  the  story  tells  a  lot  about  scientific  research  these 
days — and  raises  some  disquieting  questions. 

Much  of  science  today  is  big  and  expensive.  And  that's 
worrisome.  One  recent  study  of  the  nature  of  scientific 
genius  shows  that  revolutionary  discoveries — the  theories  of 
relativity  and  continental  drift,  for  example — have  come 
largely  from  solitary  iconoclastic  scientists,  not  from  enor- 
mous projects  with  high  price  tags.  Often  working  at  the 


fringes  of  science,  these  "geniuses"  are  phenomenal  ris 
takers,  willing  to  stick  their  necks  out  to  propose  wh 
seems  at  first  to  be  scientific  folly. 

Cold  fusion  in  a  bottle  certainly  qualifies  as  an  unlike 
idea.  The  physicists  who  have  spent  their  careers  trying 
induce  hydrogen  to  fuse  in  multimillion-dollar  machin 
didn't  think  it  was  possible.  Instead,  it  took  two  chemis 
who  dared  to  venture  outside  the  boundaries  of  their  dis 
pline  to  look  at  the  problem  of  achieving  fusion  power  wi 
fresh  eyes.  They  were  willing  to  give  it  a  try,  building  t 
low-tech  apparatus  with  their  own  money,  not  a  big  govei 
ment  grant. 

But  one  can  quarrel  with  the  way  they  disclosed  thi 
findings  and  for  their  apparent  desire  not  to  share  cre« 
with  others.  In  violation  of  normal  scientific  procedun 
they  held  a  news  conference  before  publishing  their  pap( 
And  maybe  they  jumped  the  gun.  When  the  scientific 
viewers  at  Nature  raised  questions,  the  two  scientists  wii 
drew  their  paper  rather  than  respond.  B.  Stanley  Pons  a 
Martin  Fleischmann  deserve  credit  for  taking  the  risks,  b 
they  have  failed  to  live  up  to  the  highest  standards 
science. 


THE  WINDS  OF  DEMOCRAC 
ARE  STIRRING  ASIA 


The  resignation  of  Japanese  Prime  Minister  Nobo 
Takeshita  was  perhaps  inevitable.  A  mounting  pub 
furor  over  Japan's  money  politics  had  discredited 
keshita  and  the  leadership  of  the  ruling  Liberal  Democra 
Party.  Still,  Takeshita  is  to  be  commended  for  taking  t 
painful  move  of  accepting  responsibility  and  stepping  do^ 
in  an  attempt  to  end  Japan's  political  deadlock — a  less 
some  U.  S.  political  and  financial  leaders  might  well  heed 
But  the  broader  significance  of  Japan's  Recruit  Co.  sc 
dal  is  that  a  new  wind  is  blowing  through  the  capitals 
America's  leading  trade  and  security  partners  in  Asia.  1 
Japanese,  proud  of  their  economic  prowess,  are  demandi 
an  equally  modern  political  system  that  is  less  accounta^ 
to  big  money  and  more  accountable  to  public  perception. 
In  China,  the  students  demonstrating  against  the  Comr 
nist  Party  are  thirsting  for  a  political  system  in  which  1 
individual  has  greater  say.  In  South  Korea,  President  E 
Tae  Woo,  a  former  general,  is  under  pressure  not  only  fri[ 
radicals  and  students  but  also  from  an  increasingly  afliui 
middle  class  that  is  eager  for  a  clean  break  with  a  milita] 
dominated  past.  Taiwan  also  is  undergoing  a  major  politij 
transition  in  which  reform-minded  leaders  born  in  Taiwj 
are  taking  control  from  the  conservative,  mainland-b(!t 
generals.  j 
It  would  be  naive  to  suggest  that  Western-style  democ| 
cy  is  suddenly  breaking  out.  These  debates  are  taking  pll 
in  distinctively  Asian  settings  and  will  be  resolved  in  distil 
tively  Asian  ways.  But  there  are  clearly  forces  demand^ 
more  open,  responsive  governments.  Although  this 
make  it  more  difficult  for  Washington  to  exert  its  will  in  6 
region,  over  the  long  run  it  is  a  healthy  trend — and  one  tjt 
the  U.  S.  must  support.  'tf, 
 — F 


164  BUSINESS  WEEK/MAY  8,  1989 


Mav  IS^   

►  THI  SAD  SAGA  OF  A  PENNY-STOCK  COMPANY  ►  CAMPEAU'S  WOES 


BusinessW 


BURLiNCAME  PUbLiC  LlBRARv 


3  9042  02345689  7 


MAY  15,  198SI 


A  McGRAW-HILL  PUBLICATION 


The  Rush  to  ESOPs 


OWNERSHIP 

Is  It  Good  For  You? 
Or  Your  CompanyL,. 


BURliNGAME 


20 


743675' 


oio!?6  V3  3iJV9Mnana 

Aavysn  onand  awvoNiiana 

l£i  T6d3S       fJ9lIT8gOT  2090 


REPEAT  PERFORMANCE 


NO.  1  FAX 

1987  The  Sharp 

brand  outsold  all  fax 
machines  in  1987— for 
good  reasons.  Sharp 
takes  the  most  advanced 
technology  and  makes  it 
affordable.  Sharp  has  a 
full  line  of  networkable 
machines  designed  to  grow 
with  your  business.  What  did 
Sharp  do  for  an  encore? 


NO.  1  FAX 

1988  :  The  Sharp 

brand  outsold  all  other  fax- 
machines— again.  Sharp 
machines  offer  th 
features— auto-dial,  auto- 
feed,  auto-cutter,  send-late 
and  sixteen-shade  halfton 
transmission— that  ever 
business  wants  at  a  price  the 
can  afibrd.To  learn  more,  call 
1-800-BE-SHARR 


R.  I.  P 


A  COMPANY  WHOSE 
TIME  IS  NOW  PAST, 

BECAUSE  ITS 
DECISION  MAKING 
WASN'T  FAST 


i 


your  company's  future 
ove  or  on  the  coupon  bdo 


Smart  companies  are  finding  there  are  only  two  management 
styles  in  today's  uncertain  and  unforgiving  marketplace. 
The  quick,  and  the  dead. 

Fortunately,  the  help  you  need  to  make  successful,  timely  decisions 
is  available  from  Dow  Jones  News/Retrieval.  Well  give  you  8  free*  hours 
to  discover  how  your  company  can  use  the  same  news  and  in-depth 
information  we  provide  to  most  Fortune  500  corporations. 

With  just  a  personal  computer  and  modem,  you  can  get  compre- 
hensive corporate  profiles— breaking  business  news,  investment 
analysts'  reports,  10-K  data^  company  vs.  industry  comparisons,  and 
more— in  minutes.  Plus,  Dun  &  Bradstreet  financial  reports  instantly. 

As  a  member  you'll  also  have  online  access  to  the  full  text  of  The 
Wall  Street  Journal  back  to  1984  (exclusive  to  News/Retrieval)  and  a 
continuously-updated  business  report.  Our  stock  quotes,  with  a  unique 
news  alert  feature,  will  keep  you  informed  on  the  companies  you 
follow.  And  there's  much  more— over  40  services  in  all. 

Call  l-80a221-7700.  Ext.  261 E  to  get  the  kind  of  information  that 
can  help  assure  your  company  a  long  and  prosperous  future. 

Without  it,  your  future  may  already  be  cast  in  stone. 


I  n 

My  business  deserves  a  long 
and  prosperous  future. 

Give  me  8  free"  hours  of  usage  to  see  how  Dow  Jones 
NewVRetneval  can  enliven  my  company  when  you  send  me  a 
$49,95  Busmess  Membership  Kit  mdudmg:  passwonis  for  me 
and  my  staff,  one  year  of  Dowhre''-'  Magazme,  and  waiver  of 
my  first  yearns  $18  annual  service  fee. 
n  Bill  me  later 
□  Charge  to  my  AMEX 

Card  No,  Exp.  Date  

Signature  (required) 


If  you  pay  by  credjt  card,  all  future  charges  will  be  billed  to  that  account 

□  Check  enclosed  for  $49,95. 

Name  

Title  

Company  

Address  

City/State^ip, 


Daytime  Phone  

□  Please  send  more  mformation 

Mail  to:  DJN/R  Membership  Kit,  PQ  Box  186 
Drexel  Hill,  PA  19026-9973 
For  faster  service,  call 
1-80O-22 1-7700,  Ext.  261 E  today! 


DCWJONES  r^feWS/RETOEVAL 

From  Dow  lones  ci  Company,  Inc. 

77?^  information  that  powers  todays  business:" 

•psr  account.  New  domestic  and  Canadian  customers  only  Free  time  must  be  used  v/ilhm  30  days  after  receipt  ol  passwonis 
Some  services  have  special  chains  Uiat  are  excluded  from  the  free-time  offer  This  offer  expires  November  30. 1989     1989  Dow  Jones  &.  Company,  Inc  All  nghts  reserved. 
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UNALLOYED  SUCCESS:  IOO%  EMPLOYEE-OWNED  SINCE  1983,  WEIRTON  HAS  PERFORMED  BETTER  THAN  MOST  U.S.  STEELMAKERS 


Cover  Story 


1  1 6  THE  ESOP  EXPLOSION 

Why  have  an  estimated  200  public 
companies  set  up  employee  stock- 
ownership  plans  during  the  past  two 
years?  Management  likes  them 
because  they  cut  tax  bills,  erect  a 
takeover  defense,  clamp  a  lid  on  the 
cost  of  pensions,  and  perhaps  even 
spare  companies  the  nightmare  of 
monumental  retiree  medical  bills. 
But  do  employees  benefit? 
122  THIS  ESOP  TRIES  HARDER 
How  Avis  employees  are 
outmaneuvering  the  competition 


Top  of  the  News 


30  LEAVING  BUSH  BEHIND? 

Anxious  to  ease  East-West  tensions, 
the  allies  are  discouraged  by  his 
foot-dragging  on  Soviet  diplomacy 

32  BUSH  TALKS  A  GOOD  GAME 

But  will  he  really  follow  through 
and  crack  down  on  Japan? 


32  HAS  THE  GENIE  GOTTEN  AWAY? 

Most  efforts  to  replicate  bottle 
fusion  produce  nothing 

33  GLUED  TO  THE  BILZERIAN  TRIAL 

Wall  Street  will  be  watching  Boyd 
Jefferies  testify  for  the  Feds 

34  UNITED  STILL  ISN'T 

Buying  370  new  planes  won't  help 
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PRODUCTION 

Change  from  lost  week:  0. 1  7o 
Chonge  from  tost  year:  3.9% 

180   


Apr.  22 
176.7 


175 
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165 


1967=100 

Four-week  moving  overage 


LEADING 

Change  from  lost  week:  0.6% 
Chonge  from  last  year:  6.2  %> 


Apr.  15 
176.6 


Apr. 


Aug. 
1988 


Dec. 
1988 


Apr. 
1989 


The  production  index  increased  for  the  week  ended  Apr.  22.  Growth  in  the 
index  has  been  sluggish  over  the  past  four  weeks.  The  seasonally  adjusted  output  of 
trucks,  autos,  rail-freight  trofFic,  paper,  and  paperboord  rose.  Production  of  lumber, 
electric  power,  coal,  and  crude-oil  refining  dropped.  Steel  output  was  unchanged  for 
the  week.  Before  calculation  of  the  four-week  moving  overage,  the  index  declined  to 
176.6  from  176.9  posted  during  the  prior  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  continued  its  upward  climb  during  the  week  ended  Apr. 
Indications  of  foster  economic  growth  were  given  by  higher  stock  prices,  fe 
business  failures,  and  faster  growth  in  materials  price:  and  real  estate  loons.  Tba 
offset  o  decline  in  M2  growth.  Bond  yields  were  unchanged  from  the  prior  w< , 
Before  calculation  of  the  four-week  moving  average,  the  index  also  increosed,> 
211.4  from  a  level  of  209.5  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week    %  Change 
ago     year  ago 

STEEL  U/29)  thous.  of  net  tons 

2,042 

2,055  # 

0.3 

AUTOS  (4/29)  units 

160,258 

161,498r# 

0.1 

TRUCKS  (4/29)  units 

86,368 

90,858r# 

-1.0 

ELEaRIC  POWER  (4/29)  millions  of  kilowatt-hours 

50,603 

49,205  # 

5.2 

CRUDE-OIL  REFINING  (4/29)  thous.  of  bbl./day 

13,103 

1 3,002  # 

-0.2 

COAL  (4/22)  thous.  of  net  tons 

19,149# 

19,061 

7.9 

PAPERBOARD  (4/22)  thous.  of  tons 

742.0  # 

742.8r 

4.4 

PAPER  (4/22)  thous.  of  tons 

754.0  # 

742.0 

0.0 

LUMBER  (4/22)  millions  of  ft. 

466.7  # 

486.9 

-7.8 

RAIL  FREIGHT  (4/22)  billions  of  ton-miles 

20.1  # 

20.0 

4.1 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
Americon  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/3) 

134 

132 

125 

GERMAN  MARK  (5/3) 

1.89 

1.88 

1.68 

BRITISH  POUND  (5/3) 

1.68 

1.69 

1.87 

FRENCH  FRANC  (5/3) 

6.38 

6.35 

5.71 

CANADIAN  DOLLAR  (5/3) 

1.18 

1.19 

1.23 

SWISS  FRANC  (5/3) 

1.68 

1.66 

1.40 

MEXICAN  PESO  (5/3)^ 

2,435 

2,425 

2,300 

Sources:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

Latest 
we«k 

Week    %  Change 
ago     year  ago 

GOLD  (5/3)  $/troy  oz. 

378.600 

383.850 

-14.6 

STEEL  SCRAP  (5/2)  #  l  heavy,  $/ton 

116.50 

1 16.50 

-1.3 

FOODSTUFFS  (5/ 1 )  index,  1 967  =  1 00 

224.0 

224.6 

-1.5 

COPPER  (4/29)^ /lb. 

144.5 

147.5 

47.9 

ALUMINUM  (4/29)  «/ib. 

100.0 

98.0 

-5.7 

WHEAT  (4/29)  #  2  hard,  $/bu. 

4.53 

4.51 

45.2 

COTTON  (4/29)  strict  low  middling  1  - 1  / 1 6  in.,  «/lb.  60.32 

60.95 

-1.6 

Sources:  London  Wed.  finol  setting,  Chicogo  mkt,. 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

Commodity  Reseorch  Bureau, 

Metals 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%Cl|9. 


STOCK  PRICES  (4/28)  S&P  500 


308.32 


306.14 


CORPORATE  BOND  YIELD,  Aaa  (4/28) 


9.75% 


9.80% 


INDUSTRIAL  MATERIALS  PRICES  (4/28) 


105.8 


106.0 


BUSINESS  FAILURES  (4/21) 


243 


256 


REAL  ESTATE  LOANS  (4/19)  billions 


$321.1 


$319.3r 


MONEY  SUPPLY,  M2  (4/17)  billions 


$3,093.0  $3,094.4r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (4/15)  thous 


288 


320 


Sources:  Stondord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  D 
Brodstreet  (foilures  of  large  componies).  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  sec^. 
ally  adjusts  data  on  business  failures  and  real  estote  loons. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

CONSTR.  SPENDING  (Mar.)  annual  rate,  billions 

$413.5 

$414.8r 

yeo^ 

MANUFAQURERS'  INVENTORIES  (Mar.)  billions 

$360.9 

$359.1 

MANUFAQURING  SHIPMENTS  (Mar.)  billions 

$228.1 

$228.4 

PERSONAL  INCOME  (Mar.)  annual  rote,  billions 

$4  349.7 

$4,315.6r 

Sources:  Census  Bureou,  Commerce  Dept. 

 I 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

7.Cha 
yeor 

MONEY  SUPPLY,  Ml  (4/17) 

$781.6 

$782.0r 

BANKS'  BUSINESS  LOANS  (4/ 19) 

314.2 

312.0 

FREE  RESERVES  (4/19) 

-396r 

807r 

NONFINANCIAL  COMMERCIAL  PAPER  (4/19) 

118.0 

112.3 

3 

Sources:  Federal  Reserve  Board  (in  billions,  except  f 
a  two-week  period  in  millions). 

or  free  reserves 

which  ore  expresseo^ 

MONEY  MARKET  RATES 

Utest 
week 

Week 
ago 

YearjL 
asol 

FEDERAL  FUNDS  (5/2) 

9.83% 

9.85% 

6.8| 

PRIME  (5/3) 

1 1.50 

11.50 

8.5C:' 

COMMERCIAL  PAPER  3-MONTH  (5/2) 

9.71 

9.76 

6.98 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/3) 

9.80 

9.80 

7.05 

EURODOLLAR  3-MONTH  (4/26) 

9.98 

10.15 

7.18 

Sources:  Federal  Reserve  Board,  First  Boston 

#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmt . 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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3M'S  CREATIVITY 

TAKES  A  LOT  OF  PRACTICE  

Your  article  "Masters  of  innovation" 
(Cover  Story,  Apr.  10)  was  refresh- 
ing and  insightful.  However,  I  would 
like  to  add  one  more  rule  that  I  have 
observed  at  3M  Co.  both  as  an  employee 
and  subsequently  as  a  consultant.  They 
"develop  the  skill  to  innovate"  continu- 
ously by  asking  if  they  can  innovate  bet- 
ter, by  finding  who  has  new  ideas  to 
help  their  innovation  methods,  and  by 
constantly  training  employees  in  the  ba- 
sic innovation  skills.  And  it  is  no  secret 
that  they  use  a  lot  of  "creativity  ex- 
perts." 3M  is  on  the  client  list  of  about 
everybody  in  who's  who  in  creativity. 

Tom  Eskstein,  President 
T.  E.  Eskstein  &  Associates  Inc. 

St.  Paul,  Minn. 

Corporations  hoping  to  learn  from 
3M's  innovative  lead  should  take  a 
long  look  at  how  this  company  finds  and 
encourages  future  creative  thinkers. 
Through  its  Science  Student  Recognition 
Day,  Creative  Wizards,  and  Visiting 
Technical  Women  programs,  3M  chan- 
nels a  message  to  female  and  minority 
students  who'll  make  up  the  bulk  of 
newly  emergent  groups  of  workers.  3M 
lets  these  kids  know  that  technical  ca- 
reers are  for  everyone. 

This  nation  has  a  student  population 
vastly  underprepared  for  jobs  requiring 
math  or  science  skills.  The  U.  S.  is  at  the 
brink  of  a  technical  crisis,  and  3M  is  one 
company  trying  to  pull  us  back  from  the 
precipice. 

Janice  Pottker 
Potomac,  Mich. 

MESSAGE  TO  DETROIT: 
MORE  MILES  TO  THE  GALLON 

Our  heartfelt  (lungfelt?)  thanks  for 
your  article  "Don't  let  Detroit  off 
the  hook,  Mr.  Bush"  (Editorials,  Apr. 
10).  Unless  and  until  gasoline-fueled  in- 
fernal-combustion engines  and  profligate 
use  of  all  fossil  fuels  and  derivatives 
such  as  pesticides,  fertilizers,  and  plas- 
tics are  recognized  as  the  major  pollut- 
ers of  the  environment,  the  heaviest  con- 
tributors to  our  trade  imbalance,  and  a 


prime  factor  in  this  nation's  worsen 
energy  security  (due  to  overdepende 
on  foreign  oil),  we  are  all  hostage  to 
Big  Three  auto  makers  and  their  o^ 
seas  counterparts. 

Alternative  energy  sources  must  ; 
will  be  improved  and  developed  event 
ly.  Meanwhile,  conservation  and  rein 
in  unbridled  growth  are  our  best  hoj 
Strict  enforcement  of  existing  fuel-e(ft 
omy  standards  and  progressive  tighli 
ing  of  such  standards  are  vital.  E 
where  in  your  same  issue,  Chryslt 
government  affairs  director,  Albert 
Slechter,  is  quoted  as  saying:  "You  ci 
make  people  buy  what  they  don't  wai 
Not  easily,  Mr.  Slechter,  but  a  step 
the  right  direction  might  be  cessation 
the  advertising  campaigns  glamori 
jackrabbit  starts,  high  speeds,  and 
sual  pleasures  of  overpowered  "musi 
cars,"  all  bombarding  a  susceptible  pi 
lie.  At  least  stop  touting  more  and 
of  what  people  don't  need! 

Jan  C.  Lundberg,  Presidi 
Fossil  Fuels  Policy  Action  Institj 
Fredericksburg, 


IT'S  NOT  TOO  LATE  TO  RESTOCK 
THE  EARTH'S  FOOD  SUPPLY 


Regarding  your  article  "The  wor 
cupboard  is  emptying  out"  (Scie 
&  Technology',  Apr.  3),  maintaininj 
sufficient  world  food  supply  is  indee 
concern.  Each  day  as  many  as  40, 
children  die  of  hunger-related  caui 
and  many  more  are  malnourished 
so  long  as  the  world  population  con 
ues  to  grow  and  environmental,  econ 
ic,  and  societal  factors  continue 
thwart  our  efforts  to  increase  food 
duction  or  to  improve  the  quality  of  t 
production,  this  issue  will  remain  ca 
for  concern. 

Nevertheless,  I  think  it  is  premat 
to  relinquish  our  destiny  to  the  hand 
fate,  for  indeed  much  progress  has  b 
made  in  the  past,  and  much  more  is 
possible  in  the  future.  Aside  from 
threat  of  natural  disasters,  it  is  wit 
our  control  to  reverse  the  trends — ^1: 
geoning  population  growth  in  some 
eas,  dwindling  fresh  water  supply, 
sion  of  topsoils,  environmental  dama 
all  of  which  threaten  the  adequacy 
the  world's  food  supply.  To  the  contn 


;-Hill, 
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"It  is  personalities, 
not  principles  that  move 
the  age." 

Oscar  Wilde 


Gottlieb  Daimler  (1834-1900) 
Inventor  of  the  automobile 


Karl  Benz  (1844-1929) 
Inventor  of  tfie  automobile 


Berta  Benz  (1849-1944) 
The  first  woman  behind  the  wheel 


1 


Daimler-Benz  is  proof  that  behind  brilliant 
ideas,  you  usually  find  brilliant  people. 
Daimler-Benz:  Ours  may  still  be  a  new  name 
to  many  Americans,  but  from  the  companies 
that  make  up  our  three  newly-formed  divi- 
sions comes  some  of  the  most  eminent  high 
technology  produced  in  the  world  today. 
Mercedes-Benz  automobiles  and  commercial 
vehicles.  AEG  industrial  automation,  transpor- 
tation and  advanced  electronics.  The  engines, 
airframes  and  other  aerospace  components  of 
Deutsche  Aerospace. 

And  from  our  history  come  people  who  made 
history.  Men  and  women  inseparably  linked 


Daimler-Benz  AG,  MercedesstraBe  136,  7000  Stuttgart  60,  Federal  Republic  of  Germany 


Emil  Rathenau  (1838-1915) 
Electrical  entrepreneur 
and  founder  of  AEG 


Karl  Maybach  (1879-1960) 
Designer  of 
lighitweigfit.  high-performance  engines. 


Claude  Dormer  (1884-1959) 
Pioneer  m 
aviation  and  aerospace 


With  the  development  of  the  automobile,  for 
example.  And  of  the  electric  locomotive. 
Pioneers  whose  achievements  heralded 
the  age  of  aviation.  And  revolutionized 
navigation. 

Daimler  and  Benz,  Rathenau,  Maybach  and 
Dormer.  Their  visions,  their  creativity  and 
their  perseverance  continue  to  inspire  the 
people  of  Daimler-Benz  today. 
People  whose  knowledge  and  skills,  coupled 
with  vast  technological  resources,  are  creat- 
ing opportunities  for  great  new  ideas. 
Ideas  -  like  those  of  their  predecessors  -  that 
can  lead  to  progress  and  benefits  for  all. 


Daimler-Benz 


we  car.  :T.a.<e  gi-eat  smaes  ir.  liiese  areas 


and  match  the  accomplishments  of  the 
"Green  Revolution." 

Our  goal  is  to  draw  attention  to  what 
has  been  accomplished  in  impro\"ing  the 
world  food  situation,  and  what  can  be 
done  to  bener  it  in  the  future.  With 
proper  com.mitment  from  policj-makers. 
business,  science,  and  the  social  commu- 
nit>".  we  can  assure  a  sufficient  world 
food  supply.  As  Dr.  Robeit  F.  Chandler 
Jr..  the  1988  World  Food  Prize  Laureate, 
put  it:  "if  we  can  meet  the  challenge  of 
outer  space,  if  we  can  commit  huge 
sums  for  national  defense,  then  I  feel 
certain  we  can  meet  the  challenges  of 
our  planet's  food  supply." 

A.  S.  Clausi.  ChaiiTTian 

Council  of  Ad%'isers 
General  Foods  World  Food  Prize 

^"hite  Plains.  X.  Y. 

UNCOUNTED,  UNEMPLOYED, 
...  AND  UNSUSPECTED  IMPACT 

Roben  Kuttner's  article  "The  labor 
market  is  a  lot  looser  than  it  looks" 
(Economic  Viewpoint.  Mar.  27)  is  right 
on  the  mark.  The  current  "uncertainty^" 
of  Federal  Resen-e  policymakers  is  quite 
e\ider.t.  Kuttner  explains  how  this  un- 


certaint}-  is  caused  by  confusing  signals 
based  on  misleading  statistics.  We  know 
that  tight  labor  markets  cause  intlation- 
an.-  pressures  that  call  for  a  tightening 
of  the  money  supply.  If  the  unemploy- 
ment statistics  considered  by  the  Fed 
were  more  representative  of  "real"  un- 
emploj-ment.  the  Fed  could  translate  the 
indicators  into  more  effective  monetarj- 
policy.  Why  do  we  continue  to  ignore  the 
"discouraged"  workers  when  recogniz- 
ing their  part  in  the  macroeconomy 
could  make  the  Fed's  monetary-  policy  a 
more  effective'tool  against  inflation? 

Terry  Comimale 
Fort  Salonga.  X.  Y. 

Robert  Kuttner  argues  that  a  5.1^^ 
unemployment  rate  isn't  inflation- 
ar}'  since  a  large  pool  of  discouraged 
workers  exists  who  are  not  counted  in 
the  labor  force. 

That  fact  may  be  true,  but  his  conclu- 
sion is  not:  These  workers  are  most 
probably  unskilled  (or  have  a  mismatch 
bet^veen  their  given  skills  and  available 
jobs):  were  they  part  of  the  measured 
labor  force,  they  would  probably  be  clas- 
sified as  structurally  unemployed.  These 
workers,  if  hired,  would  require  training, 
thus  pushing  up  production  costs  and 


prices.  Ir.  :har  light,  the  current  pu 
lished  unemployment  rate  does  accurat  i 
ly  convey  labor-force  slack  and  potenti  i 
inflationary  impacts. 

Jonathan  B.  Wig;,  - 
Associate  Professor  of  Economi>  i^is.^- 
Universirv"  of  Richn-.o: 
Richn-.o-:.  V 

DITCHING  THE  CAPITAL-GAINS  TAX 
WON'T  SPUR  INVESTMENT  

In  Paui  Craig  Roberts'  article.  "D::-: 
the  capital-gains  tax  once  and  for  al 
(Economic  Viewpoint.  Apr.  3)  he  statd#- 
"Eliminating  the  capital-gains  tax  woujj:- 
reduce  the  cost  of  capital  and  increai 

investment  "  In  spite  of  major  redu  ' 

tions  in  federal  taxes  on  income  eamd 
from  capital  resources  from  IS 
through  1984.  investment  spending  as  I 
percentage  of  output  has  not  muq 
changed.  The  factual  e\idence  indicat 
that  taxation's  impact  on  investment 
minimal,  thereby  refuting  his  ideologic 
assertion  that  "taxation  causes  inve 
ment  to  fall  far  short  of  the  levels 
are  socially  desirable." 

Taxation  of  corporate  income  mo< 
than  once  is  not  unique:  double  or  tripj 
taxation  of  wages  and  salaries  also 


We  keep  telling  people  this  is  not  a  laser  printer. 


The  new  S995  HP  DeskJet  PLUS  Printer. 


They  look  at  the  crisp, 
black  lettering.  The  clean, 
sharp  graphics.  What  else 
could  it  be  but  a  laser 
printer? 

en* i  created  u-Sinfl  WordPerfect  5S>  and  Han"ard  Gr 


The  HP  DeskJet  PLUS  per- 
sonal printer,  that's  what. 

We  call  it  a  personal 

printer  because  it  provides 


the  impressive  text  and 
graphics  you  want  to  look 
your  best.  It  does  it  with 
advanced  Inkjet  technol- 
og>".  which  is  whisper-quiet. 


10        '.ESS  .'.5E 


rs.  My  wages  are  subject  to  a  city, 
ite,  and  federal  tax.  Income  is  income, 
riod.  To  tax  some  kinds  of  income 
g.,  capital  gains)  at  a  lower  rate  than 
ler  kinds  of  income  fails  the  fairness 
;t  of  treating  "equals  equally."  If  no 
niificant  efficiency  gains  exist,  why 
;ate  inequality? 

Carl  J.  Austermiller 
Professor  of  Economics 
Oakland  Community  College 
Farmington  Hills,  Mich. 

IE  CONFLICT  OF  INTEREST 
THE  OIL-SPILL  CLEANUP 

CORRECTIONS  &  CLARIFICATIONS 

Because  full  fourth-quarter  1988  bal- 
ance sheet  data  for  Manville  Corp. 
were  not  available  to  Standard  & 
Poor's  Compustat  Services  Inc.  when 
the  Top  1000  was  published,  Manville's 
market  value  was  wrong.  The  correct 
figure  as  of  Mar.  10,  1989,  was  $291 
million,  or  100%  of  book  value.  Thus 
Manville's  value  index  relative  to  its 
industry  was  5.80,  dropping  the  compa- 
ny from  No.  3  to  No.  Ill  on  the  list  of 
200  undervalued  companies. 
Also,  while  Manville's  total  market 

value  increased  from  Mar.  11,  1988,  to 
Mar.  10,  1989,  the  company  was  re- 
structured in  October  as  it  emerged 
from  bankruptcy  and  issued  one  share 
of  new  common  stock  for  eight  shares 
of  the  old  common.  Accordingly,  direct 
comparisons  between  the  two  market 
values  are  not  meaningful. 

"Olivetti  and  DEC  cozy  up"  (In  Busi- 
ness This  Week,  May  8)  implied  that 
American  Telephone  &  Telegraph  Co. 
will  dissolve  its  relationship  with  Oli- 
vetti. AT&T  said  only  that  it  is  search- 
ing for  a  second  supplier  of  PCs. 

•he  comparison  of  airport  rescue  and 
fire  operation  with  the  Alaska  oil 
ill  in  the  article  "Questions  that 
ep  surfacing  after  the  spill"  (Top  of 
}  News,  Apr.  17)  is  not  valid.  The  air- 
rt-rescue  service's  equipment  and 
idiness  are  not  maintained  by  the  air- 
es, but  by  a  government  agency  oper- 
ng  the  airport.  The  airlines  pay  indi- 
;tly  for  this  service  by  way  of  landing 
!S  paid  to  the  airport  authority. 
The  oil  companies,  however,  are  di- 
'tly  responsible  for  cleaning  up  their 
n  spills.  Evidently  the  cost  of  main- 
ning  such  a  standby  effort  is  balanced 
±  the  probable  cost  of  an  oil  spill. 
TDort  rescue  does  not  have  such  a  con- 

flict  of  interest  since  the  minimum  stan- 
dards are  set  by  Federal  Aviation  Ad- 
ministration regulation. 

The  solution  may  be  a  law  that  as- 
signs the  duty  to  maintain  a  suitable 
standby  force  to  the  federal  govern- 
ment. The  most  likely  agency  for  this 
would  be  the  Coast  Guard,  which  is  al- 
ready charged  with  enforcing  marine  en- 
vironmental laws. 

Peter  J.  Baker 
Pittsburgh 

^Phe  Exxon  Valdez  oil  spill  is  unrelated 
I  to  exploring  the  Arctic  National 
Wildlife  Refuge,  as  President  Bush  has 
stated.  Yet  any  restriction  of  Alaskan 

offshore  exploration  and  development 
would  only  increase  the  need  for  greater 
imports  transported  by  tankers  to  Amer- 
ica and  other  nations.  We  can  hamper 
and  restrict  our  domestic  production,  but 
our  exposure  to  environmental  spills 
from  imported  oil  is  still  a  paramount 
risk. 

Dailey  J.  Berard,  President 
Universal  Fabricators  Inc. 

New  Iberia,  La. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y,  10020,  Fax;  (212)  512-6875. 
Telex:  12-7960,  IntI,  4998204.  All  letters  must  in- 
elude  an  address  and  daytime  and  eveninQ  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 

But  they  keep  looking  at  the  evidence. 
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What's  more,  it's  twice  as 
fast  as  the  original  DeskJet 
printer.  And,  at  a  trim 
15  pounds,  sits  easily  on 
your  desk. 


The  $995  price  is  something 
you  can  handle  personally. 
So  call  1-800-752-0900,  Ext. 
276J  for  the  name  of  your 
nearest  authorized  HP  dealer. 


Then  judge  the  HP  DeskJet 
PLUS  printer  for  yourself. 

HEWLETT 
iiM  PACKARD 
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THE  NEW  COMPETITORS:  HOW  FOREIGN  INVESTORS  ARE  CHANGING  THE  U.S.  ECONOMY 

By  Norman  J.  Glickman  and  Douglas  P.  Woodward 
Basic  Books*  374pp  •  $19.95 

ClOSING  THE  IGNORANCE  GAP' 
ABOUT  FOREIGN  INVESTMENT 


Foreign  investment  is  among  tiie 
most  important  issues  facing  the 
U.  S.  Yet  too  often,  Americans  re- 
vert to  rigid  ideological  stances  when 
debating  the  hundreds  of  billions  of  dol- 
lars flowing  into  the  U.  S.  One  camp 
holds  that  all  such  investment  is  good, 
the  other  says  it  is  all  bad.  There  is  not 
enough  sober  middle-ground  discourse 
on  why  giants  such  as  Mitsubishi,  Sie- 
mens, and  Philips  come  to  the  U.  S., 
what  impact  their  investments 
have,  and  what  the  response 
should  be. 

Thus,  The  New  Competitors: 
How  Foreign  Investors  Are 
Changing  the  U.  S.  Economy 
makes  a  major  contribution.  Pro- 
fessors Norman  J.  Glickman  of 
Rutgers  University  and  Douglas  P. 
Woodward  of  the  University  of 
South  Carolina  are  not  combatants 
in  Washington  politics,  and  they 
have  not  spent  months  traipsing 
around  small-town  America  to  see 
foreign  investment  up  close.  But 
they  have  digested  virtually  every- 
thing that  has  been  written  about 
foreign  investment — and  they  have 
mastered  the  arguments. 

The  result  is  a  balanced  analysis 
whose  tone  is  struck  in  the  pref- 
ace: "Many  boosters  and  lobbyists 
for  foreign  multinational  corpora- 
tions have  overstated  the  benefits 
of  foreign  investment,  particularly 
the  capacity  for  these  companies  to 
create  jobs.  At  the  same  time,  we 
find  others — also  guilty  of  exag- 
geration— who  see  foreigners  as 
the  main  source  of  our  economic 
dilemmas." 

In  lucid  prose,  Glickman  and 
Woodward  expose  the  misperceptions  at 
both  extremes.  Analyzing  the  effect  of 
foreign  investment  on  employment,  for 
example,  they  show  the  naivete  of  gov- 
ernors and  mayors  who  insist  that  all 
foreign  investment  creates  jobs.  Most 
such  investment,  the  authors  write,  goes 
to  acquire  existing  U.  S.  companies. 
Even  when  foreign  interests  start  from 
scratch,  the  job  impact  is  not  clear-cut. 

Although  foreign  investment  has  ben- 
efited some  regions,  on  a  national  basis, 
jobs  may  merely  have  been  redistribut- 
ed. Mitsubishi's  joint  venture  with 
Chrysler  in  Bloomington,  111.,  employs 


plenty  of  Americans,  but  a  General  Mo- 
tors foundry  has  closed  in  nearby  Dan- 
ville. Thousands  of  Americans  are  work- 
ing for  Nissan  and  its  affiliates  in  the 
Nashville  area,  but  GM  closed  a  plant  in 
Chattanooga.  It's  simplistic  to  say  a 
U.  S.  plant  closes  for  every  Japanese 
plant  that  opens,  but  a  long-term  strate- 
gy of  import  penetration  followed  by  di- 
rect investment  is  clearly  raising  com- 
petitive pressures. 


Glickman  and  Woodward  question  an- 
other common  assumption — that  luring 
a  major  foreign  company  automatically 
improves  the  U.  S.  trade  balance  by  low- 
ering imports.  Take  a  tour  of  a  foreign- 
owned  plant,  and  you  will  see  lots  of 
spanking  new  imported  machinery.  You 
will  see  a  steady  stream  of  foreign-made 
parts,  and  you  will  see  a  chain  of  suppli- 
ers from  the  company's  homeland  set- 
ting up  plants  of  their  own  nearby.  Fi- 
nally, the  new  factory's  products  don't 
necessarily  replace  imports.  In  many 
cases,  they  actually  expand  the  owner's 
market  share. 


Do  these  arguments  mean  that  Glic 
man  and  Woodward  are  against  foreij 
investment?  Not  at  all.  They  spei 
equal  time  debunking  the  idea  that  tl 
U.  S.  is  being  invaded  by  foreign  infl 
ences  against  its  will.  On  the  contrar. 
the  authors  maintain,  the  increasir, 
flow  of  foreign  investment  has  been 
direct  result  of  American  corporate  ai 
government  policies.  Many  Americj 
companies  have  simply  shut  down  larj; 
portions  of  their  production  or  sta: 
buying  from  offshore  suppliers,  creatir| 
obvious  openings  for  the  New  Compe; 
tors.  On  the  macroeconomic  front,  s 
tained  trade  and  fiscal  deficits  malj 
America  a  prime  environment  for  ii 
bound  investment. 

The  authors  also  point  out  the  ma 
potential  benefits  of  foreign  investmer 
The  New   Competitors  bring  capital 
technology',  and  management  pra^ 
tices  from  which  Americans  stai; 
to  gain.  "Non-American  multini 
tional  corporations  hold  a  range  ,i 
competitive  advantages  that  coua 
help  revitalize  U.  S.  industry,"  the?! 
contend.  a 
To  take  advantage  of  such  rs 
sources,  however,  local  polii; 
cians — as  well  as  suppliers,  ei 
ployees,  and  customers — have 
get  more  sophisticated  in  the 
dealings  with  foreign  companie: 
Glickman  and  Woodward  sugge| 
that  states  and  cities  temper  the 
"mad  scramble"  against  one  anot 
er  and  drive  more  specific  bargaii: 
with  foreign  interests.  This  rnigS 
involve  securing  firm  commitment 
on  how  many  and  what  kinds 
jobs  will  be  created,  what  produc^ 
will  be  imported  and  exported,  ai 
what  technology  and  skills  will  I 
transferred. 

The  authors  go  astray  in  on 
one  of  their  prescriptions:  suggest 
ing  that  the  U.  S.  set  up  a  neJ 
federal  agency  to  assemble  infc! 
mation  on  foreign  investment  aii' 
monitor  the  New  Competitors'  aj; 
tivities.  Some  16  federal  agencin 
already  collect  such  data,  and  tl 
interagency  Committee  on  Foreign  I 
vestment  in  the  U.  S.  is  showing  signs 
life.  Establishing  a  new  superageni' 
isn't  necessary  and  smacks  too  much  ) 
centralized  control.  Better  to  close,  : 
the  grass-roots  level,  what  the  autho' 
call  America's  "ignorance  gap"  on  he  i 
to  manage  the  investments  it  has  s 
cured.  After  all,  the  front  line  of  tf 
battle  is  in  places  like  Bloomington  ai 
Nashville — not  Washington. 

BY  WILLIAM  J.  HOLSTE 
Associate  Editor  Holstein  has  covered  ti,\ 
foreign  investment  issue  for  BW  for  sever  I 
years. 
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100  DAYS 
OF  TREADIHG 


SO  WHAT? 

BYAl^N  S.  BLINDER 


In  economic  policy, 
haste  more  often  than  not 
akes  waste.  While  America 
has  a  number  of  economic 
problems,  it  faces  no 
immediate  crisis — and  the 
i  Jush  team  has  had  the  good 
sense  not  to  create  one 


J  S.  BLINDER  IS  THE  GORDON  S  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


I could  have  written  a  column  carping 
about  the  economic  decisions  of  the 
Bush  Presidency's  first  100  days. 
Such  a  column  would  have  derided  the 
recent  agreement  on  the  budget  as  hol- 
low— full  of  the  overly  optimistic  fore- 
casts, accounting  gimmicks,  asset  sales, 
and  mythical  savings  that  we  have  come 
to  expect  in  the  Gramm-Rudman  era.  It 
would  have  gone  on  to  attack  Treasury 
Secretary  Nicholas  F.  Brady's  approach 
to  the  developing-country  debt  problem 
as  woefully  inadequate.  Next,  it  would 
have  ridiculed  the  Administration's  abor- 
tive proposal  to  tax  savings  and  loan 
deposits,  pointed  out  that  the  costs  of 
the  President's  current  S&L  plan  are 
grossly  underestimated,  and  criticized  it 
for  the  financial  chicanery  of  borrowing 
through  an  off-budget  agency — thereby 
raising  costs  to  taxpayers  for  purely  cos- 
metic purposes. 

But  I  did  not  write  that  column,  for 
the  truth  is  that  Bushonomics  is  off  to  a 
surprisingly  good  start.  Bush's  cam- 
paign rhetoric  on  the  budget  sounded 
ominously  like  something  out  of  a  Clint 
Eastwood  movie.  Yet  the  recently  ended 
budget  negotiations  with  Congress  were 
a  vast  improvement  over  the  posturing 
and  baiting  that  characterized  Ronald 
Reagan's  budgeting  approach.  The  Bush 
team  actually  seemed  to  want  to  write  a 
budget,  not  just  to  make  Congress  look 
bad.  Give  them  a  gentleman's  C  for  the 
phony  outcome  but  a  B  for  effort. 
ANOTHER  SIGNAL.  Furthermore,  we  are 
hearing  less  about  lipreading  lately,  and 
the  dreaded  "T"  word  has  even  been 
uttered  a  few  times  by  Administration 
spokesmen.  Apparently,  the  campaign 
promise  not  to  raise  taxes  is  being  inter- 
preted as  a  pledge  not  to  raise  taxes  this 
year,  leaving  the  door  open  for  a  more 
reasoned  approach  next  year. 

The  complete  about-face  on  Third 
World  debt  is  a  second  signal  that  the 
new  Administration  is  prepared  to  em- 
brace reality.  During  the  campaign.  Sec- 
retary Brady  adhered  to  the  Baker  Plan 
position  that  more  growth-oriented 
Band-Aids  would  eventually  enable  the 
debtor  nations  to  repay  in  full.  This  no- 
tion was  dubious  in  1985,  and  by  1988  it 
was  looking  slightly  absurd.  The  Brady 
Plan  marks  a  significant  departure  by 
accepting  the  notion  that  partial  forgive- 
ness should  play  a  role  in  solving  the 
debt  problem.  This,  rather  than  the  abso- 
lute sanctity  of  loan  contracts,  is  now  a 
central  pillar  of  official  U.  S.  policy — as 
it  should  be.  Give  the  Bush  team  a  B, 
maybe  even  a  B  +  . 

Next,  the  government  is  making  a  se- 
rious effort  to  clean  up  the  debris  of  the 
S&L  industry.  The  President's  plan,  as  I 
have  indicated,  has  its  holes.  And  purists 
will  duly  note  that  it  fails  to  address  the 


root  causes  of  the  problem.  But  the  pro- 
posal does  take  meaningful  steps  to 
close  more  insolvent  thrift  institutions, 
raise  capital  requirements,  and  tighten 
regulatory  supervision.  It  does  not  pre- 
tend that  the  taxpayer  will  get  off  scot- 
free  or  that  the  free  market  will 
straighten  everything  out.  Give  the  Ad- 
ministration a  B-. 

NO  RUSH.  In  addition,  President  Bush  is 
gradually  assembling  a  first-class  eco- 
nomic policy  team.  Though  a  bit  too  po- 
litical for  my  tastes,  Richard  G.  Darman 
is  as  sharp  a  budget  director  as  you  are 
likely  to  find.  Bush's  Council  of  Econom- 
ic Advisers,  headed  by  Michael  J.  Bos- 
kin,  is  capable,  sensible,  and  nonideologi- 
cal.  The  media  have  portrayed  Brady  as 
the  weak  link  in  the  chain  because  he 
allegedly  catches  on  slowly.  But  econom- 
ic policy  is  not  a  footrace:  It  is  more 
important  to  get  the  answer  right  than 
to  get  it  fast.  And  the  Secretary's  deci- 
sions on  S&Ls  and  LDC  debt  were  pretty 
good  ones  in  my  book. 

All  this  paints  a  picture  of  Bushono- 
mics as  carrying  less  ideological  bag- 
gage and  a  greater  attachment  to  reality 
than  did  Reaganomics.  Yet  the  retro- 
spectives filling  the  media  in  recent 
weeks  complain  that  nothing  much  has 
happened  in  the  first  100  days  of  the 
Bush  Administration.  My  answer  is:  So 
what?  In  economic  policy,  haste  more 
often  than  not  makes  waste.  By  rushing 
to  react  to  an  energy  crisis  that  could 
have  waited.  President  Carter  proposed 
a  multifaceted  energy  policy  that  may 
have  done  the  economy  more  harm  than 
good.  Reacting  to  a  nonexistent  econom- 
ic emergency.  President  Reagan  hastily 
threw  together  an  ill-conceived  tax  give- 
away and  a  slapdash  budget  for  which 
we  are  still  paying. 

President  Bush,  by  contrast,  has  kept 
Chicken  Little  locked  in  the  coop  where 
he  belongs.  While  America  surely  has 
economic  problems,  it  faces  no  immedi- 
ate crisis — and  the  Bush  team  has  had 
the  good  sense  not  to  create  one.  Its 
members  seem  to  realize  that  the  cur- 
rent situation  calls  for  less  shoot-from- 
the-hip  and  more  think-with-the-head. 

The  greatest  tests  for  the  Bush  Ad- 
ministration undoubtedly  lie  ahead.  (Jiv- 
en  the  nation's  continuing  addiction  to 
foreign  borrowing,  an  exchange-rate  cri- 
sis cannot  be  ruled  out.  Whether  the 
Administration  will  steer  a  course 
through  the  shoals  of  managed  trade 
without  sinking  into  protectionism  re- 
mains to  be  seen.  And  the  possibility  of 
recession  looms  larger  and  larger.  These 
and  other  events  will  test  the  Adminis- 
tration's economic  mettle.  But  this  long- 
time Democrat,  for  one,  feels  better 
about  the  prospects  for  the  Bush  Presi- 
dency than  he  did  in  November.  H 
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conomic  Trends 


ARE  FATTER 

PIGGY  BANKS  MERELY 

AN  ILLUSION  . . .  

After  waiting  yeai-s  for  Americans  to 
curtail  their  excessive  spending 
and  save  more,  the  stunning  rebound  in 
sa\ings  in  recent  months  culminating  in 
March's  &.d^~~  personal  sa\ings  rate  has 
led  some  obseners  to  declare  that  a 
turnaround  in  consumption  beha\"ior  is 
at  hand.  A  number  of  economists,  how- 
ever, warn  that  such  a  conclusion  is  de- 
cidedly premature.  "Statistical  distor- 
tions account  for  much  of  the  recent  rise 
in  the  sa\"ings  rate,  imphing  that  it  is 

IS  THE  SAVINGS  SURGE 
WEAKER  THAN  IT  SEEMS? 


iiKciv  ;o  prove  teniporary.  eon:ends 
Charles  Lieberman  of  >Ianufacrurers 
Hanover  Securities  C  • 

One  such  factor  i^  .:ic  pickup 

in  government  subsiiiy  payments  to 
farmers,  whose  income  soared  from  a 
§13.5  billion  annual  rate  in  N'ovember  to 
an  average  $60  billion  annual  i-ate  in 
Februan.-  and  March.  Sudden,  large  in- 
creases in  farm  income  show  up  mainly 
as  savings  because  they  are  not  spent 
immediately  and  are  not  seasonally  ad- 
justed. By  contrast,  personal  spending, 
including  spending  by  farmei-s.  is  sea- 
sonally adjusted.  '^Tiile  the  personal  sav- 
ings rate  in  general  has  jumped  by  2.4 
percentage  points  since  November.  Wil- 
liam V.  Sullivan  of  Dean  Wiuer  Re\Ti- 
olds  Inc.  points  out  thai  subtracting 
farm  income  from  the  equation  would 
leave  an  increase  of  only  1.2  percentage 
points  (chart). 

Similarly,  Liebemmn  notes  that  the 
tirst-quarter  decline  in  auto  sales  also 
boosted  the  sa\ings  nite  because  the 


government  counts  the  full  purchase 
price  of  a  car  as  a  consumption  expendi- 
ture even  though  most  cars  are  bought 
on  credit.  As  a  result,  "when  auto  sales 
weaken,  repoited  consumer  spending 
plunges  and  saNing  takes  off." 

In  addition.  Edward  S.  H\Tnan  Jr.  of 
C.  J.  LawTence.  Morgan  Grenfell  Inc.  ob- 
sen"es  that  heft}-  growth  in  interest  in- 
come in  the  wake  of  rising  interest  rates 
over  the  past  year  has  also  boosted  sav- 
ings. "Most  interest  income  is  saved."  he 
says,  "particularly  marginal  increases  in 
such  income."  Over  the  past  12  months, 
he  notes,  personal  interest  income  has 
actually  outpaced  sa%ings.  growing  by 
S90.9  billion,  compared  ^.^ith  a  S74.S  bil- 
lion rise  in  personal  sa\-ings. 

In  short.  it"s  probably  too  early  to 
celebrate  a  sa\"ings  re\ival.  While  con- 
sumers are  clearly  spending  less  of  their 
incomes  than  in  the  past,  the  dramatic 
increase  in  the  sa\ings  rate  in  recent 
months  appears  to  be  overstated. 


...OR  DOES  THE  JUMP 
IN  SAVINGS  REFLECT 
A  DEMOGRAPHIC  SHIFT? 

One  economist  who  thinks  the  recent 
sharp  rebound  in  the  personal-sav- 
ings rate  is  more  fact  than  fiction  is 
Edward  E.  Yardeni  of  Prudential-Bache 
Securities  Inc.  Long  a  proponent  of  the 
\iew  that  powerful  demographic  shifts 
are  fostering  a  long-term,  increase  in 
sa\-ings  beha\ior.  Yardeni  thinks  the  lat- 
est numbers  signal  a  healthy  slowdown 
:n  consumption,  which  should  allow  the 
economy  to  grow  at  a  more  sustainable, 
less  inflationary"  pace  for  years  to  come. 

Almost  a  year  ago.  Yardeni  began 
predicting  that  the  aging  of  the  baby 
boomers  beyond  their  household-forma- 
tion years,  combined  with  the  rising  in- 
comes that  accrue  to  more  mature  work- 
ers, would  result  in  a  dramatic  swing  in 
the  sa\-ings  rate  from  its  recent  low  of 
Z:rc  in  19ST  to  a  high  of  KT^  by  1993. 
Even  with  the  influence  of  sp^,  .  :  . 
tors  that  boostr^^.  r  ~?.\"ings  rate  .;.  :;-r 
first  quarter  a:  pact  of  monetary 

restraint  on  s^^c...:-.^.  Yardeni  thinks 
that  scenario  is  still  imfolding.  "Sure, 
high  interest  rates  are  depressing  home 
sales  and  consumption."  he  says,  "but  so 
are  underlying  dem.ographics." 

Looking  ahead.  Yardeni  thinks  those 
demographic  trends  will  pro\ide  the 
groundwork  for  contintiing  growth.  Ris- 
ing 5a%ings  by  baby  boomers,  he  says, 
will  help  finance  a  boom  in  capital  spend- 
ing. Moreover,  the  boom  should  last  for 
years,  as  labor  shortages  related  to  the 
aging  of  the  baby  boomers  spiu'  busi- 
ness to  enhance  productivitv  bv  subsn- 


tuting  capital  for  labor.  And  the  speed 
in  producti\it\"  resulting  from  the  inve 
ment  boom  will  enhance  labor  ineoi 
and  augment  sa\ings  even  more. 

Wh&t  about  developing  weakness 
such  \ital  industries  as  housing  a 
autos?  "Domestic  capital  spending,  p! 
stronger  exports  aided  by  capital  inve 
ment  booms  overseas,  should  keep 
economy  expanding  despite  slower  o 
sumption  gi-owth."  savs  Yardeni. 


TIGHTER  S&L  RULES 
COULD  CURB 
CAREFREE  CONSUMERS 


One  development  that  could  damp 
consumption  and  bolster  sa\ir 
j  over  the  next  few  years,  predicts  eco: 
mist  David  Hale  of  Kemper  Financ 
Senices  Inc.,  is  new  thjift  industry  I 
islation  moving  through  Congress. 
"  though  thrift  institunons  will  suU 
,  able  to  originate  loans  for  resale, 
j  notes  that  "higher  capital  requiremei 
will  make  it  difficult  for  nearly  half 
'  them,  to  expand  their  loan  portfolios  d 
ing  the  next  two  years,"  Since  thri 
_  account  for  ofTc  of  all  mortgage  origi 
'  tions  and  owm  40^^  of  all  outstandi 
1  mortgage  loans.  Hale  believes  that 
curtailment  in  their  lending  power 
likely  to  lead  to  higher  mortgage  ra 
j  even  if  money-market  \ields  move  si 
!  ways.  "Such  a  squeeze."  he  says,  "co 
help  the  Federal  Reserve  Board  to  si 
the  economy  by  depressing  housi 
starts,  weakening  property  values,  i 
encouraging  households  to  raise  th 
sa\ings  i-ate  in  response." 


FERRETING  OUT 
FRESH  SIGNS 
OF  A  SLOWDOWN 


Tne  economy's  reported  first-quar 
growth  rate  of  5.5^^  is  likely  to 
re\ised  down  by  a  percentage  point,  f 
diets  Michael  Evans  of  Evans  Econoir 
Inc.  The  reason:  Government  economi 
assum.ed  the  trade  deficit  for  Mai-ch 
clined  to  S9.3  billion  from  Februar 
SlO.5  biUion.  whereas  customs  repc 
showing  an  import  surge  and  other  d 
suggest  to  Evans  that  the  deficit  acti 
ly  rose  by  SI  billion.  The  lai-ger  the 
deficit,  of  course,  the  more  it  subtra 
from  the  gross  national  product.  E^xcl 
ing  the  effects  of  the  farm  sector  on 
economy's  growth  rate,  Eva:  - 
that  the  C-XP  revision  he  is 
implies  that  nonfarm  growt; 
slowed  from  a  3.5"^^  pace  ii. 
quarter  of  19SS  to  2.-5~:  last  c 


SUMMER.  TIME  AGAIN  FOR  THE  BIRDS  AND  THE  BEES 

AND  THE  SPIDERS. 


Perhaps  because  of  some  primordial  urge 
rem  deep  within  the  brain,  summer  brings 
vith  it  an  inexorable  need  to  follow  the  sun 
n  a  fast,  sophisticated,  sleek  European  con- 
/ertible.  Fortunately,  your  Alfa  Romeo  dealer 
las  just  the  thing.  The  Alfa  Romeo  Spider. 


A  2.0-liter  dual  overhead-cam  4-cylinder, 
5-speed  legend  of  a  car.  With  a  sense  of 
adventure  and  3-year/36,000-mile  limited 
warranty*  that  will  be  with  you  long  after 
summer  isn't.  The  Alfa  Romeo  Spider.  It's 
summer  on  wheels.  1-800-447-4700. 


:  Aitd  Romeo  Distributors  of  North  America     'See  your  dealer  lor  details. 
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BUT  IT  TAKES 
THE  BEST 
ADVICE  TO 
GUARANTEE 
YOUR  SMALL 
BUSINESS 
A  BRIGHT 
FUTURE 


The  old  recipe  for  success  was  a  good  idea  and  lots  of  hard  work.  But 
in  today's  complex  environment,  you  also  need  the  guidance  and 
direction'ofexperts.  You  need  McGraw-Hill  businessbooks— created 
specifically  for  small  business  needs. 

Books  that  turn  risk  into 
opportunity- for  example,  J.  K. 
Lasser's  new  sixth  edition  of  How 
to  Run  a  Sm  all  Business,  the 
classic  guide  that's  like  having  an 
army  of  experts  advising  you. 


;,,JfcKf^^::;  _._  _._  


Looking  for  freedom  from 
corporate  forces  beyond  your 
control?  Read  How  to  Leave  Youi 
Job  and  Buy  a  Business  of 
Your  Own.  Want  to  learn  how  to 
penetrate  your  market  without 
blowing  your  budget?  Study  Do-It- 
Yourself  Marketing  Research. 
Thinking  about  mail  order?  Explor^ 
How  to  Start  and  Operate  a 
Mail- Order  Business. 
Interested  in  the  best  ways  to  fund 
your  start  up  or  growth?  Don't  miss  Tlie  Small  Busi7iess  Guide  to 
Borroiving  Money. 

If  you  have  an  idea  and  if  you're  willing  to  work  at  it,  McGraw-Hill 
business  books  can  make  the  difference. 

Start  today  with  one  or  more  of  these  fine  books. 


HOW  TO  START  AND 
OPERATE  A  MAIL- 
ORDER BUSINESS 

F'ourth  Edition 


HOW  TO  RUN  A  SMALL 
BUSINESS 

Sixth  Edition  

by  The  J.  K.  Lasser  Tcu'  Institute 
ISBN  ()-07-03(i567-9/$24.95 

HOW  TO  LEAVE  YOUR 
JOB  AND  BUY  A 
BUSINESS  OF  YOUR  OWN 

by  C.  D.  Pt'trrsiiii 

ISBN  0-07-049633-l/$19.95 
ISBN  0-07-049648-X/$9.95  audio 

DO  IT  YOURSELF 
MARKETING  RESEARCH 

Third  p]dition  

by  Gporye  Breen  and  A.  B.  Blanket/ship 
ISBN  0-07-007450-X/$39.95 


by  Julian  L.  Simon 
ISBN  0-07-057531-2/$39.95 

THE  SMALL  BUSINESS 
GUIDE  TO  BORROWING  1 
MONEY  ^ 

III!  Richard  L  Rubin  and 
PliMip  Goldbf'iy 

ISBN  0-07-054198-l/$38.95 


All  orders  subject  to  acceptance  by  McGraw- 
Hill,  Offer  valid  only  in  U  S  In  Canada, 
contact  McGraw-Hill  Ryerson,  330  Progress 
Avenue,  Scarborougfi,  Ontario  M1P2Z5 


Available  at  your  local  bookstore. 

To  order  by  credit  card,  caU  toU-free  1-800-2-MCGRAW. 


McGraw-Hill  Business  Books  —Looking  Good  Season  After  Season  | 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADiGAN 


SIOWER  GROWTH? 

THE  JURY  STILL  CAN'T  REACH  A  VERDICT 


The  much-heralded  economic  slowdown  might,  in 
fact,  be  just  a  mirage.  That's  the  message  from 
the  report  on  first-quarter  gross  national  product. 
Real  GNP,  adjusted  for  the  drought's  impact,  rose  3% 
iast  quarter,  not  much  below  the  3.4%  average  during 
;;he  four  quarters  of  1988.  Consumer  spending  did  slow 
'  last  quarter,  but  strength  in  business  investment  in 
equipment  and  an  improvement  in  the  foreign  trade  defi- 
I  :it  took  up  the  slack. 

I  The  second  quarter  will  be  the  real  test  of  whether 
!  growth  is  indeed  slipping  down  to  the  2.5%-to-3%  range — 
'  )r  less — that  the  Federal  Reserve  Board  wants  to  see. 
That  cooler  pace  would  help  take  away  the  heat  under 
nflation  and  ease  the  upward  pressure  on  interest  rates, 
ncreasing  the  chances  that  the  Fed  can  engineer  a  soft 
anding  for  this  high-flying  expansion. 

But  now  that  economic  data 
for  April  are  trickling  in,  the 
second  quarter  is  starting  to 
look  sturdier  than  the  Fed  and 
the  jittery  financial  markets 
might  like.  The  purchasing  man- 
agers' index  for  April  recovered 
all  of  its  March  drop.  Car  sales 
rebounded  modestly  last  month 
to  an  annual  rate  of  7.5  million, 
from  6.6  million  in  March.  And 
after  a  brief  rise,  initial  unem- 
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)loyment  insurance  claims  have  retreated  again. 

In  addition,  consumers  may  be  set  for  a  stronger 
ihowing  this  quarter.  Since  the  second  quarter  of  1988, 
personal  income  growth,  the  most  important  determinant 
)f  consumer  spending,  has  accelerated,  even  after  ac- 
counting for  inflation.  Last  quarter,  the  7.5%  annual  rate 
)f  increase  in  real  personal  income  far  surpassed  the 
neager  1.3%  gain  in  real  spending,  giving  consumers 
Dlenty  of  green  for  the  current  quarter  (chart). 

INFLATION     True,  signs  of  slower  growth  continue  to 
PROSPECTS    show  up  in  the  March  data,  but  there's  a 
ARE  STILL      particular  twist  to  the  first-quarter  num- 
GIOOMY       hers:  January  data  were  almost  uniform- 
.y  strong,  while  reports  for  February  and  March  were 
generally  weaker.  This  suggests  that  the  first  quarter's 
anusual  weather  may  have  as  much  to  do  with  that 
slowdown  as  tight  Fed  policy.  An  exceptionally  mild 
January  brought  out  a  lot  of  business  activity  that 
wouldn't  normally  have  occurred,  causing  many  num- 
bers for  February  and  March  to  pale  in  comparison. 
The  index  of  leading  indicators,  for  example,  fell  for 


the  second  consecutive  month,  down  0.7%  following  a 
0.3%  decline  in  February.  It  had  risen  0.8%  in  January. 
Similarly,  consumer  spending  last  quarter  also  showed  a 
pattern  of  early  strength  and  later  weakness. 

Construction,  however,  is  genuinely  weak,  mainly  re- 
flecting the  impact  of  higher  interest  rates  on  home- 
building.  Construction  outlays,  down  0.3%  in  March,  to 
$413.5  billion,  lost  ground  for  the  third  consecutive 
month.  But  even  here,  there  are  pockets  of  strength. 
Excluding  a  sharp  drop  in  government  outlays,  private 
spending  rose  by  a  strong  1.8%',  led  by  a  4.1%  jump  in 
business  outlays,  mostly  for  new  industrial  plants. 

Even  if  the  economy  does 
cool  down  this  quarter,  reports 
on  inflation  will  still  look  forbid- 
ding, particularly  since  hikes  in 
energy  prices  will  start  showing 
up  on  top  of  the  general  accel- 
eration in  prices.  In  addition, 
poor  productivity  growth  last 
quarter  means  that  unit  labor 
costs  are  still  rising  rapidly, 
pressuring  prices  even  more. 
Productivity  in  the  nonfarm 


PURCHASERS'  INDEX 
REBOUNDS  A  BIT 
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A  PERCENT  REPORTING  IMPROVEMENT 

DATA:  NATIONAL  ASSOCIATION  Of 
PURCHASING  MANAGEMENT 


sector  rose  at  a  slim  0.5%'  annual  rate  in  the  first  quar- 
ter, following  a  1%  gain  in  the  fourth  quarter.  So  produc- 
tivity gains  have  fallen  woefully  short  of  ofi'setting  the 
speedup  in  wages  and  benefits.  As  a  result,  unit  labor 
costs  accelerated  to  a  5.2%  annual  pace  last  quarter,  up 
from  4.1%  in  the  fourth  quarter  and  3.6%  in  the  third. 

FACTORIES  The  factory  sector,  where  productivity 
FEEL  THE  gains  have  been  good — including  a  3.8% 
EXPORT  advance  in  the  first  quarter — will  contin- 
SLOWDOWN  support  the  economy  this  quarter, 

but  maybe  less  vigorously  than  before.  The  thrust  from 
exports,  a  big  part  of  last  year's  industrial  strength,  is 
waning.  While  weather  gyrations  no  doubt  influenced 
much  of  the  first-quarter  data,  the  export  slowdown  also 
played  a  role,  especially  in  manufacturing. 

The  National  Association  of  Purchasing  Manage- 
ment's index  of  business  activity — a  composite  reading 
of  orders,  production,  employment,  inventories,  delivery 
speed,  and  prices  for  industrial  companies — fell  sharply 
last  quarter.  But  it  rebounded  in  April  to  53%,  recovering 
all  of  its  March  drop,  suggesting  that  industry  is  in 
better  shape  than  the  March  report  implied  (chart). 

Still,  the  slowdown  in  exports  is  quite  real.  The  GNP 
report  showed  that  merchandise  exports,  adjusted  for 
prices,  grew  a  bit  last  quarter.  But  it  was  a  rebound  in 
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farm  exports,  which  dropped  steeply  in  the  third  and 
fourth  quarters  because  of  the  drought,  that  accounted 
for  all  of  the  speedup.  Gains  in  real  exports  of  nonfarm 
goods  actually  slowed  last  quarter.  They  rose  at  an 
annual  rate  of  only  6.5% — the  smallest  quarterly  gain  in 
two  years — down  from  11.2%  in  the  fourth  quarter. 

Slower  export  gains  partly  explain  the  recent  increase 
in  the  ratio  of  manufacturers'  inventories  to  shipments. 
Stock  levels  rose  0.57^  in  March,  to  $360.9  billion,  while 
shipments  dipped  0.1%,  to  $228.1  billion,  pushing  the 
ratio  to  1.58.  That's  a  sharp  increase  from  1.53  in  Decem- 
ber, but  the  ratio  is  still  quite  low. 

(CONSUMERS  Domestic  consumers  are  still  manufactur- 
AREDOWN,  ing's  most  important  market.  And  the 
BUT  MAYBE  economy's  second-quarter  performance, 
NOT  OUT  jj^  general,  will  turn  on  consumer  spend- 
ing. That  was  the  source  of  what  slowdown  there  was 
last  quarter.  Inflation-adjusted  outlays  rose  at  an  annual 
rate  of  just  1.3%  in  the  first  quarter,  a  sharp  drop  from 
the  fourth-quarter's  3.5%  pace.  Growth  was  weakest  in 
the  quarter's  final  month.  In  March,  consumer  spending 
rose  just  0.2%,  to  an  annual  rate  of  $3,390.5  billion.  After 
price  changes,  spending  fell  0.4%  for  the  month. 

Weak  car  sales,  down  18.1%  at  an  annual  rate,  were 
one  reason  for  the  first-quarter  slowdown.  But  even 
excluding  autos,  real  consumer  spending  rose  at  an  an- 
nual rate  of  just  2%  last  quarter — and  the  slowdown  was 
widespread.  In  March,  none  of  the  major  spending  cate- 
gories— cars,  other  durable  goods,  nondurable  goods, 
and  services — posted  an  increase. 

Such  consumer  caution  is  odd,  given  the  sharp  in- 
crease in  incomes.  In  March,  personal  income  advanced 
0.8%),  to  an  annual  rate  of  $4,349.7  billion.  Adjustments 
to  Social  Security  checks  and  bonus  payments  to 
autoworkers  boosted  the  gain.  But  excluding  these  and 
other  special  factors,  income  still  rose  by  a  healthy  0.6%. 
Nonfarm  income  rose  a  robust  0.9%  in  March,  and 


first-quarter  growth  was  10.1%  at  an  annual  rate.  Rising 
interest  rates  and  strong  labor  markets  fueled  the  gain 
Interest  income  grew  at  a  phenomenal  20.8%-  annual  pact 
last  quarter,  with  wages  and  salaries  up  9.4%. 

Despite  sturdy  income  gains,  caution  over  interest 
rates  and  inflation  may  be  playing  a  big  role  in  consume) 
behavior.  The  University  of  Michigan's  index  of  consum 
er  sentiment  has  dropped  for  three  consecutive  months 
April's  3%  decline  put  it  at  its  lowest  level  in  a  year.  |) 
Rising  interest  rates  have  probably  made  consumers 
think  twice  before  buying  big-ticket  items.  Certainly] 
higher  mortgage  costs  have  dampened  housing  demand 
Sales  of  new  single-family  homes  dropped  5.5%  in  March 
to  an  annual  rate  of  587,000,  after  February's  10.59! 
plunge  (chart).  Sales  are  down  11.7%  from  a  year  ago. 

The  second  quarter  doesn't 
look  good  for  either  home- 
builders  or  their  suppliers.  At 
the  end  of  last  quarter,  the 
stock  of  unsold  houses  was  the 
highest  in  nine  years.  So  de- 
mand for  construction  materials 
and  furnishings  this  quarter 
will  be  weak.  Already,  home  ap- 
pliances and  furniture  are  show- 
ing signs  of  weakness. 

Rather  than  make  big  com- 
mitments, consumers  salted  away 
quarter  gains  in  income 
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much  of  their  first 
Savings  in  March  rose  to  ai 
annual  rate  of  $234  billion,  pushing  the  ratio  of  persona, 
savings  to  after-tax  income  to  5.7%'  in  the  first  quarterj 
up  from  4.3%  in  the  fourth.  Also,  the  Fed  reports  tha 
financial  assets  held  by  households — including  stocks 
bonds,  and  bank  deposits — grew  by  a  strong  8%  in  19881 
With  their  financial  position  so  secure,  consumers  wil 
probably  shake  off  their  first-quarter  malaise.  If  they  do' 
the  economy  could  be  a  lot  stronger  this  quarter  thai 
the  Fed  would  like. 


RETAIL  SALES 

0.7%  in  April.  Sharply  higher  energy 
costs  will  account  for  much  of  the  rise. 
Still,  producer  prices  for  other  goods  are 
also  increasing  more  rapidly.  In  the  first 
quarter,  prices  for  finished  goods  grew 
at  an  8.9%'  annual  rate.  Excluding  the 
volatile  food  and  energy  components, 
prices  were  still  up  by  5.6%. 

BUSINESS  INVENTORIES 

sales — doubtless  rose  much  faster.  Otlj 
er  retailers  may  also  be  carrying  an  esi 
cess  of  goods.  Inventories  at  nonauti 
retailers  have  grown  at  a  10.4%  annuai 
rate  in  the  past  three  months. 

BUSINESS  SALES 

Thursday,  May  11,  8:30  a.m. 
Retail  sales  probably  increased  by  a 
strong  1.5%  in  April,  reversing  their  re- 
cent weak  performance.  Sales  rose  by 
just  0.1%  in  March,  after  falling  0.6%  in 
February.  Slumping  car  sales  caused 
most  of  the  slowdown,  although  receipts 
were  down  at  other  retailers  as  well.  A 
faster  pace  in  new-car  sales  will  boost 
the  overall  April  rise.  But  other  retail- 
ers, especially  gasoline  stations  and  ap- 
parel stores,  should  post  strong  gains. 

PRODUCER  PRICE  INDEX 

 ti 

Friday,  May  12,  10  a.  m.  ] 

Business  sales  most  likely  were  uri 

changed  in  March.  That  follows  a  0.9/:; 

drop  in  February  and  a  l.lJo  gain  \i 

January.  The  e.xpected  March  flatness  i  f 

indicated  by  the  0.1%  fall  in  factoiy  ship 

ments  and  the  0.1%  rise  in  retail  sale^ 

The  weakness  in  sales,  coupled  with  th 

expected  growth  in  inventories,  mean; 

that  the  ratio  of  inventories  to  sales  wi 

increase  slightly  from  its  level  of  jus'  r 

under  1.51  in  February. 

Friday,  May  12,  10  a.m. 
Inventories  held  at  factories,  wholesal- 
ers, and  retailers  probably  grew  by 
about  0.6%  in  March,  after  a  0.5%  in- 
crease in  February  and  a  stronger  0.8%- 
gain  in  January.  Manufacturers  have  al- 
ready reported  their  stockpiles  grew  by 
0.5%  in  March.  Inventories  at  car  dealer- 
ships— pumped  up  by  the  slump  in  auto 

Friday,  May  12,  8:30  a.m. 

The  consensus  is  that  producer  prices  of 

finished  goods  most  likely  rose  by  about 
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AN  OPTIMIST  WOULD  SAY  IT  IS 

HALF  FULL.  A  PESSIMIST 
WOULD  SAY  IT  IS  HALF  EMPTY 


HANSON  WOULD  SAY 
"WHAT  IF  THE  GLASS  BREAKS?  ' 

We  want  our  shareholders  to  sleep  soundly  at  night.  And  our  concern 
for  their  nocturnal  slumbers  is  evident  in  evei'y  business  decision  we  make. 
Caution  and  common  sense  are  our  watchwords. 

Unlike  some,  the  first  question  we  ask  ourselves  is  never,  'What  will  we 
gain  from  this?'  It  is  always,  'What  will  we  lose  if  things  go  wrong?' 

Our  attention  to  the  downside  has  not  been  without  its  rewards. 

In  25  years,  we  have  grown  from  humble  beginnings  to  a  company  with 
sales  of  over  $12  billion.  And  each  year  we  have  achieved  record  profits,  record 
earnings  per  share,  and  paid  record  dividends  to  our  shareholders. 

With  such  a  performance  few  could  criticize  our  logic  in  making  decisions 
that  expose  our  shareholders  to  a  minimum  of  risk. 

At  Hanson,  we  always  focus  our  attention  on  basic  industries  to  avoid  the 
problems  caused  by  high  technology  and  fickle  fashions. 

We  also  find  that  our  mix  of  decentralized  management  and  tight  financial 
controls  encourages  growth  where  the  risk  is  smallest  and  potential  is  greatest. 

Under  our  ownership,  companies  almost  invariably  turn  in  a  far  better 
performance  than  before  we  acquired  them. 

Jacuzzi,  for  example,  is  now  starting  to  show  its  true  potential  with 
increased  profits  of  20%  after  just  two  years  of  our  ownership. 

At  Grove,  our  crane  company,  profits  have  more  than  doubled  since 
becoming  part  of  Hanson  in  1987. 

And,  SCM  Glidco  Organics  had  an  operating  loss  in  1986.  Last  year, 
after  two  years  as  a  Hanson  company,  it  made  more  than  $15  million. 

These  are  but  three  of  our  many  companies  here  in  the  United  States 
and  in  the  UK. 

But  none  of  them  would  now  be  part  of  Hanson  if  we  thought  them  so  risky 
as  to  place  our  shareholders'  money  in  jeopardy. 

Thus,  our  shareholders  occasionally  can  afford  to  fill  their 
glasses  with  champagne. 

Before  turning  in  for  their  customary  good  night's  sleep. 


HANSON 


Jacuzzi  •  Smith  Corona  •  Imperia]  Tobacco  •  Farlierware  •  Anies  Tools  •  Grove  Crane  •  London  Bnck  •  Hanson  Lighting  •  SCM  Chemicals  •  Universal  Gym  ■  British  Ever  Ready  •  Ground  Round 
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WILL  THE  ALLIES 
LEAVE  BUSH  BEHIND? 

DISCOURAGED  WITH  HIS  SOVIET  DIPLOMACY,  THEY  MAY  YET  GO  THEIR  OWN  WAY  |^  ^.d. 
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In  the  face  of  rising  pressure  at  home 
and  abroad  to  respond  in  kind  to  So- 
viet leader  Mikhail  S.  Gorbachev's 
peace  overtures,  George  Bush  has  a 
ready  answer:  "Not  yet."  But  to  Ameri- 
ca's increasingly  dovish  European  allies, 
it  sounds  as  if  the  President  is  saying 
"nyet "  to  their  hopes  for  a  fast  easing 
of  East-West  tensions. 

That's  precisely  why  the  pressure  will 
be  on  Secretary  of  State  James  A.  Baker 
III  on  May  10-11  when  he  makes  his 
maiden  voyage  to  Moscow.  The  allies  are 
sure  to  find  Baker's  mandate 
disappointing.  The  biggest 
thing  likely  to  come  out  of  the 
meetings  is  a  date  for  resum- 
ing the  strategic  arms  talks. 
And  that's  unlikely  to  dispel 
the  Europeans'  notion  that 
Bush  plans  a  more  cautious 
approach  to  warmer  U.  S.-So- 
viet  relations  than  did  Presi- 
dent Reagan  during  his  last 
months  in  office. 
SYMBOLISM.  Neither  Bush  nor 
Baker  sees  any  reason  to  give 
in  to  the  European  clamor  to 
move  faster.  Baker  dismisses 
most  of  Gorbachev's  peace 
gestures  as  largely  symbolic. 
"What's  important  is  that  the 
Western  alliance  is  winning 
with  substance,"  Baker  said 
in  a  wide-ranging  interview 
with  BUSINE.SS  WEEK.  "We're 
winning  politically.  We're  win- 
ning economically.  Over- 
whelmingly. And  we  need  to 
stick  to  what's  worked." 

But  many  allies  fear  that 
by  taking  such  a  hard  line. 
Baker  and  Bush  are  missing  a 
historic  opportunity  to  recast 
the  East-West  relationship. 
Gorbachev's  "new  thinking" 
has  opened  the  possibility  of 
reaching  major  agreements — 
for  example,  to  scale  down 
conventional  armed  forces. 
And  "there  is  no  reason  to 


suppose  that  agreements  entered  into 
with  his  government,  under  his  leader- 
ship, would  not,  if  properly  negotiated 
and  formalized,  be  respected  by  his  suc- 
cessors," veteran  Soviet  expert  George 
Kennan  recently  told  Congress.  But 
there  is  no  guarantee  that  another  lead- 
er in  the  Kremlin  would  be  as  open  as 
Gorbachev  to  fresh  approaches. 

The  opportunity  Bush  critics  spot  is 
founded  on  Moscow's  turn  inward  to 
cope  with  a  crumbling  economy.  That 
has  given  Europeans  hope  that  Moscow 


no  longer  has  military  designs  on  th 
West.  "There's  a  great  danger  for  thgi  ■ 
U.  S.  in  this  slowness  to  define  policy ,i  1 
says  Philippe  Moreau  Defarges,  a  coi: 
sultant  at  the  French  Foreign  Relation'j 
Institute.  "All  Europeans  want  to  b<* 
lieve  the  Gorbachev  experiment." 

But  the  best  news  the  Europeans  caij.: 
expect  is  that  Baker  and  Soviet  Foreig'i 
Minister  Eduard  A.  Shevardnadze  an 
likely  to  agree  on  a  date  for  the  resum];; 
tion  of  Strategic  Arms  Reduction  Treati 
(START)  talks  in  Geneva  and  perhaps 


Bush  will  need  more 
than  clever  rhetoric  to 
counter  Gorbachev. 
NATO  allies  and  doves 
back  home  are  pressing 
for  arms  cuts  in  Europei 


30  BUSINESS  WEEK/MAY  15,  1989 


!ush-Gorbachev  summit  for  later  in  tiie 
ear.  Baker  is  positioning  tiie  U.  S.  for 
f  ae  arms  negotiations  by  suggesting 
lat  the  Administration  has  all  the  time 
1  the  world.  As  one  Administration  poli- 
/maker  puts  it,  "START  is  much  higher 
n  the  Soviets'  list  of  priorities  than  it  is 
n  ours." 

OLITICAL  TIMETABLE.  Bush  Strategists 
;el  that  most  of  the  pressure  for  cuts  is 
)ming  from  the  Soviet  side  because 
orbachev  needs  to  cut  back  his  coun- 
•y's  enormous  spending  on  strategic 
eapons.  And  the  START  slowdown  could 
lesh  nicely  with  Bush's  political  timeta- 
i  le.  A  treaty  signed  closer  to  1992  can't 
j  sip  but  boost  his  reelection  prospects. 
{  Baker  has  no  intention  of  limiting  the 
j  scussions  in  Moscow  to  strategic  arms. 
I  e  will  emphasize  the  need  for  progress 
j  1  regional  conflicts  in  Nicaragua,  the 
Mideast,  and  Africa  as  a  way  to  test  the 
i  ibstance  behind  Soviet  rhetoric.  "We 
i  link  regional  matters  are  particularly 
I  iportant,"  Baker  says.  "They  give  us 
:  1  opportunity  to  probe  and  explore  the 
i  »-called  'new  thinking'  which  the  Soviet 
'  nion  nas  talked  ibout." 
!  Gorbachev's  "new  thinking"  includes 
rejection  of  military  solutions  to  re- 
I  onal  problems.  Moscow  has  backed  out 
'  ■  its  costly  engagement  in  Afghanistan 


and  has  promised  to  pressure  Vietnam 
to  end  its  occupation  of  Cambodia.  But 
Administration  officials  complain  that 
Moscow  is  limiting  its  military  pullbacks 
to  areas  where  the  Soviets  have  been 
frustrated.  So  far,  there's  no  evidence  of 
wholesale  Soviet  withdrawals  from  Nica- 
ragua, Syria,  or  Libya. 

In  Nicaragua,  the  Bush  Administra- 
tion says  the  Soviets  should  respond  to 


Baker  has  no  intention 
of  limiting 
the  discussions  in  Moscow 
to  Strategic  arms 


the  U.  S.  cutoff  of  military  aid  for  the 
contras.  "For  starters,  we  would  like  to 
see  them  stop  funneling  $515  million  per 
year  into  Nicaragua  in  military  aid," 
says  Baker. 

Underlying  this  thinking  is  the  U.  S. 
conviction  that  Soviet  economic  woes 
will  force  Gorbachev  to  go  on  making 
most  of  the  concessions.  To  encourage 
such  good  behavior,  most  Bush  aides  are 
prepared  to  dangle  the  prospects  of 
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more  Western  trade  and  fewer  export 
controls.  But  some  Administration  offi- 
cials are  so  downbeat  about  Gorbachev's 
chances  of  success  that  they  see  no  need 
to  offer  enticements.  Defense  Secretary 
Richard  B.  Cheney  recently  was  chas- 
tised by  Bush  for  publicly  predicting 
that  Gorbachev  will  be  replaced  by  a 
more  hardline  regime. 

Right  now,  the  Europeans  have  no 
taste  for  such  pessimism.  The  Germans, 
in  particular,  are  willing  to  provoke  a 
crisis  within  NATO  to  press  their  case  for 
removal  of  nuclear  arms  from  Europe. 
First,  Bonn  resisted  a  U.  S.  proposal  that 
short-range  nuclear  missiles  be  modern- 
ized, a  dispute  that  Washington  thought 
it  had  finessed.  Then,  Chancellor  Helmut 
Kohl,  fighting  for  his  political  life,  upped 
the  ante  by  calling  for  talks  with  Mos- 
cow to  reduce  the  weapons.  Germany's 
ruling  coalition  "is  panicked,"  says  a 
U.  S.  diplomat.  "Domestic  politics  should 
not  dictate  alliance  strategy." 
'GOOD  RHETORIC  This  dispute  is  unlikely 
to  be  resolved  before  Bush  flies  to  Brus- 
sels for  a  NATO  summit  in  late  May.  He 
had  hoped  to  use  his  first  European  trip 
to  celebrate  40  years  of  allied  unity  and 
debunk  Gorbachev's  calls  for  a  "Com- 
mon European  House"  in  which  U.  S. 
influence  would  be  reduced.  "Gorba- 
chev's vision  is  good  rhetoric, 
but  it's  not  much  else," 
charges  Baker.  "How  can  you 
talk  about  a  'common  Europe- 
an house'  when  barbed  wire, 
watchtowers,  and  walls  mean 
people  cannot  move  from 
room  to  room?"  Gorbachev 
will  have  a  platform  to  ad- 
dress that  question  during  a 
visit  to  Bonn  June  12-15. 

Baker  and  Bush  will  need 
more  than  clever  rhetoric  to 
counter  Gorbachev  both  in 
Europe  and  at  home.  In 
Washington,  a  coalition  of 
congressional  liberals  and 
conservatives  wants  to  with- 
draw up  to  17,000  U.  S.  troops 
from  Europe,  57<  of  its  total, 
and  to  go  deeper  than  the 
cuts  proposed  by  NATO  in  the 
conventional-arms  talks. 

Unfortunately  for  the  ever- 
cautious  Bush,  the  East-West 
agenda  is  moving  much  faster 
than  the  new  Administration 
seems  willing  to  go.  Unless  he 
can  quickly  persuade  Europe- 
ans that  he  has  the  vision  to 
lead  NATO  into  a  new  era  of 
superpower  relations,  the  al- 
lies are  unlikely  to  wait  for 
Washington. 

By  Bill  Javetski  and  Dave 
Griffiths  in  Washington,  mtk 
Stewart  Toy  in  Paris  and  bu- 
reau reports 
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TRADE  POLICY  I 


GETTING  TOUGH  WITH  TOKYO: 
BUSH  TALKS  A  GOOD  GAME 


Will  he  really  follow  through  and  crack  down  on  Japan? 


The  White  House  has  finally  given 
U.  S.  manufacturers,  Congress, 
and  the  Japanese  the  signal 
they've  been  waiting  for.  On  a  long  se- 
ries of  pending  trade  disputes  with  To- 
kyo, the  Bush  Administration  intends  to 
be  a  much  tougher  bargainer  than  the 
Reagan  White  House. 

On  Apr.  28,  the  Administration  threat- 
ened retaliation  against  Japanese  mak- 
ers of  computers,  portable  phones,  cos- 
metics, TV  cameras,  tape  recorders,  and 
other  exports.  The  same  day,  the  White 
House  won  concessions  from  Tokyo  on 
production  of  a  new  fighter  airplane  and 
published  an  extensive  list  of  global 
trade  barriers  that  highlighted  Japan's 
offenses.  "We  are  feeling  our  way  and 
breaking  new  ground,"  says  former 
Commerce  Dept.  official  Clyde  V. 
Prestowitz,  an  outspoken  critic  of  Wash- 
ington's cautious  approach  to  Japan. 

There  were  early  signs  that  the  Ad- 
ministration's seeming  show  of  resolve 
would  produce  some  concrete,  commer- 
cial results.  Despite  grumbling  from  the 
Foreign  Ministry,  Japanese  companies 
moved  quickly  to  quiet  the  discord  by 
suggesting  a  new  willingness  to  resolve 
some  old  disputes.  NEC  Corp.  said  it  was 
considering  the  use  of  American  comput- 
er chips  in  its  new  line  of  supercom- 
puters. Nippon  Motorola  Ltd.  hinted  that 
U.  S.  companies  would  get  broader  ac- 
cess to  the  Japanese  market  for  cellular 
telephones.  And  International  Trade 
Minister  Hiroshi  Mitsuzuka,  in  Washing- 
ton for  talks  with  U.  S.  officials,  sug- 
gested that  American  chip  makers  could 
help  develop  chips  for  Japanese  high- 
definition  television. 

For  these  peace  offerings  to  amount 
to  anything,  of  course,  depends  as  much 
on  Administration  follow-through  as  it 
does  on  Japanese  goodwill.  In  a  series  of 
talks,  Washington  must  keep  the  pres- 
sure on  Tokyo. 

STICK  AND  CARROT.  On  Capitol  Hill,  too, 
the  Bush  approach  played  to  favorable 
reviews.  Senate  Finance  Committee 
Chairman  Lloyd  Bentsen  (D-Tex.)  noted 
"a  more  aggressive"  ajjproach  by  Com- 
merce Secretary  Robert  A.  Mosbacher 
and  U.  S.  Trade  Represent,  i  ive  Carla  A. 
Hills.  The  attention  brought  one  Admin- 
istration official  to  exult  that  the  "leave 
Japan  alone"  ethic  of  the  Reagan  era 
had  been  replaced  by  the  Bush  crew's 


TRADE  REPRESENTATIVE  HILLS:  JAPAN  HAS 
"FAILED  TO  LIVE  UP  TO  ITS  COMMITMENTS" 


"engaged,  informed  decision-making." 

The  Administration  didn't  pull  any 
punches  in  its  214-page  report  to  Con- 
gress on  trade  barriers.  It  cited  Japan 
for  barriers  to  U.  S.  tobacco,  leather, 
wood  and  paper  products,  wheat,  rice, 
fish,  telecommunications  equipment, 
pharmaceuticals,  optical  fibers,  auto 
parts,  soda  ash,  and  supercomputers. 
The  next  step:  choosing  priority  coun- 
tries and  practices  for  negotiations.  "We 
will  act  as  a  surgeon  using  a  scalpel  to 
remove  these  trade  barriers,"  Hills  told 


a  congressional  panel  on  May  3.  If  th 
talks  fail,  the  law  orders  retaliation. 

The  fighter  jet  deal  marks  a  turn  i; 
U.  S.  policy.  In  past  arms  deals,  militarl 
and  diplomatic  considerations  overrod: 
economic  concerns.  But  after  congressicJ  ifyiroa?! 
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nal  critics'  outcries,  the  White  House  n(i 
gotiated  new  terms  under  which  Japa! 
will  use  General  Dynamics  Corp.'s  teclj  - 
nology  to  develop  its  FSX  fighter.  The  ol 
deal  called  for  GD  to  do  40%  of  the  deve 
opment.  Bush  won  a  promise  of  a  "sim 
lar"  U.  S.  share  of  actual  production. 
'A  BAD  DEAL.'  Meanwhile,  Washingto 
got  assurances  that  new  Japanese  radal , 
and  wing  improvements  will  be  sharecj 
Although  Representative  Richard  A 
Gephardt  (D-Mo.),  a  leading  trade  hawk 
called  the  aircraft  pact  "an  attempt  t, 
dress  up  a  bad  deal,"  it  appears  unlikeli 
that  Congress  will  block  it. 

Telecommunications  appears  to  be  '. 
far  tougher  issue.  Responding  to  anotl 
er  provision  of  the  new  trade  law,  Hilll.; 
said  Japan  has  "failed  to  live  up  to  it 
commitments"  under  a  1985  agreemeni  Jteejart! 
to  boost  U.  S.  sales  of  communication^ 
gear.  Without  quick  Japanese  concesii 
sions,  retaliation  must  follow  within,  an 
most  likely  in  sooner  than,  18  months. 

Rather  than  complain,  however,  eve: 
pragmatic  Japanese  executives  set  abouj 
trying  to  patch  things  up.  Some  eve 
admitted  the  LI.  S.  has  a  good  case.  D( 
spite  the  1985  pact,  U.  S.  telecommunic 
tions  equipment  makers  won  just  2.4/li 
of  the  Japanese  market  in  1988,  hardlj 
up  from  a  2.1%  share  in  1986  and  198'7S 
During  the  Reagan  era,  the  Whit 
House  had  to  be  pushed  hard  to  tak 
even  the  most  tentative  steps  to  rebuk 
the  Japanese.  Bush  appears  more  willinjjkn  ■ ,  • 
to  crack  down.  But  the  key  remains  th  ' 
Administration's  willingness  to  mak 
good  on  its  threats  of  retaliation. 

By  Paul  Magyiusson  in  Washington,  wit. 
Neil  Gross  in  Tokyo 
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HAS  THE  GEHIE  ESCAPED 
FROM  THE  FUSIOH  BOTTLE? 


ptistlierti 


The  Utah  experimenters  miscalculated,  say  a  crowd  of  critics 


A 


fter  six  weeks  of  feverish  activi- 
ty, the  scientific  jury  came  back 
in  and  delivered  a  devastating 
blow  to  claims  that  two  chemists  had 
discovered  fusion  in  a  test  tube.  "Let  me 
walk  you  through  this,"  chemist  Nathan 
Lewis  from  California  Institute  of  Tech- 
nology told  a  rapt  audience  of  1,800  sci- 
entists at  a  special  session  of  the  Ameri- 
can Physical  Society  conference  in 


Baltimore  on  May  1.  "I  guarantee  tha 
you  will  be  shocked." 

Lewis  and  a  parade  of  other  scientist 
charged  that  chemists  B.  Stanley  Pon^ 
of  the  University  of  Utah  and  Marti: 
Fleischmann  of  the  University  of  Sout? 
ampton  had  made  fundamental  errors  i 
their  experiments  that  led  them  to  b( 
lieve  they  had  discovered  a  new  form  o? 
nuclear  fusion.  "The  experiment  is  jus 
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THE  LAW 


WALL  STREET  IS  GLUED 
TO  THE  BILZERIAN  TRIAL 


The  crucial  question:  Will  the  jury  buy  Boyd  Jefferies'  testimony? 


Tong,"  California  Institute  of  Technol- 
gy  theoretical  physicist  Steven  E. 
.oonin  told  the  scientists.  The  Universi- 
7  of  Utah  results,  he  said,  stem  "from 
le  incompetence  and  perhaps  delusion 
f  Pons  and  Fleischmann." 
Strong  words  for  a  scientific  forum, 
lid  they  brought  gasps  from  the  assem- 
ly.  But  the  attacks  also  reflected  the 
lounting  evidence  against  Pons  and 
leischmann's  claim  that  their  bottle 
lied  with  heavy  water  produced  far 
ore  energy  than  it  consumed.  While 
)me  scientists  still  think  it  worthwhile 
I  continue  trying  the  experiment,  re- 
;archers  from  Oak  Ridge  National  Lab- 
•atory,  Lawrence  Berkeley  Laboratory, 
16  University  of  Rochester,  and  Massa- 
lusetts  Institute  of  Technology  an- 
)unced  at  the  meeting  that  they  were 
lable  to  duplicate  Utah's  results. 
riR  WELL.  In  fact,  some  scientists  found 
undane  explanations  for  the  startling 
idings  claimed  by  Pons  and  Fleisch- 
ann.  One  presumed  indicator  of  fusion 
the  experiment,  for  example,  was  the 
•eduction  of  neutrons.  The  duo  mea- 
ired  these  particles  indirectly  by  corral- 
i  ig  gamma  rays,  which  they  thought 
ere  produced  when  neutrons  generated 
r  fusion  collided  with  the  water  sur- 
lunding  the  experiment.  But  research- 
's from  MIT  said  that  the  gamma  ray 
gnals  were  faulty  instrument  readings. 
A  team  from  Caltech  took  aim  at  the 
tah  laboratory's  most  spectacular 
aim — that  the  table-top  apparatus  pro- 
ices  up  to  10  times  more  energy  than  it 
insumes.  After  poring  over  Pons  and 
eischmann's  results  and  conducting 
eir  own  experiments,  the  Caltech 
•oup  discovered  that  the  claims  were 
ised  on  faulty  assumptions  by  Pons 
id  Fleischmann.  Caltech  maintains  that 
e  two  miscalculated  the  amount  of 
•at  the  experiment  generated  and  un- 
'restimated  the  amount  of  power  that 
as  being  put  in. 

Even  more  damning,  said  Caltech's 
i  ;wis,  was  Pons  and  Fleischmann's  ap- 
irent  failure  to  stir  the  heavy  water  in 
eir  bottle.  Caltech's  scientists  found 
at  without  such  agitation,  one  side  of 
e  bottle  becomes  warmer,  skewing  the 
easurements. 

How  is  the  Utah  duo  doing  after  all 
is  pummeling  by  their  peers?  They 
ive  declined  to  comment,  saying  that 
ey  will  ofi'er  a  rebuttal  at  a  meeting 
'  1  May  8.  "There  isn't  a  feeling  that  the 
luse  is  collapsing  around  everyone's 
rs,"  insists  colleague  Cheves  Walling, 
Utah  chemist.  But  the  visions  of  unlim- 
d,  cheap  energy  from  test-tube  fusion 
e  fading  fast.  Says  physicist  Kelvin  G. 
/nn  of  Brookhaven  National  Laborato- 
:  "A  lot  of  physicists  walked  away 
om  the  meeting  feeling  that  there 
asn't  a  lot  of  hope  left." 

By  John  Carey  in  Baltimore 


BILZERIAN:  ACCUSED  OF  STOCK  "PARKING" 


Boyd  L.  Jefferies  has  spent  the 
past  weeks  in  Aspen,  Colo.,  skiing 
when  he  can.  But  his  lawyer, 
James  P.  Lynn,  insists  that  the  founder 
of  Jefferies  &  Co.,  who's  set  to  be  sen- 
tenced July  6  for  securities  crimes, 
"hasn't  been  having  any  fun."  Already 
this  year,  Jefferies  has  endured  grueling 
cross-examinations  as  a  government  wit- 
ness in  two  stock-manipulation  trials  of 
GAF  Corp. 

Now,  with  the  May  1  opening  in  New 
York  of  the  feds'  case  against  raider 
Paul  A.  Bilzerian,  Jefferies  once  more  is 
headed  for  the  hot  seat.  He  could  be 
called  to  the  stand  by  May  8  to  spill 
what  he  knows  about  Bilzerian's  alleged 
crimes.  Based  largely  on  information 
from  Jefferies,  Bilzerian  faces  11  counts 
of  securities  and  tax  fraud  and  other 
crimes.  If  convicted,  he  could  face  up  to 
55  years  in  prison  and  millions  in  fines. 

The  charges  depict  the  Tampa-based 
chairman  of  Singer  Co.  as  a  freewheel- 
ing takeover  artist  who  illegally 
amassed  millions  in  1985  and  1986  from 
unsuccessful  raids  on  Cluett  Peabody, 
Hammermill  Paper,  and  H.  H.  Robert- 
son, and  from  an  undisclosed  investment 
in  Armco  Steel.  Prosecutors  allege  that 
Bilzerian,  through  Jefferies'  firm,  secret- 
ly accumulated  big  stakes  in  his  targets, 
concealed  his  ownership  of  the  shares, 
and  misrepresented  how  he  got  the  mon- 


ey to  buy  them.  Bilzerian  has  pleaded 
innocent.  "I  expect  to  be  vindicated,"  he 
said  when  indicted  last  December. 

The  case  is  important  to  Wall  Street 
because  it's  a  fresh  advance  in  the  gov- 
ernment's war  on  market  corruption. 
Those  involved  in  the  case  and  other 
lawyers  believe  it  to  be  the  first  criminal 
trial  over  a  stock  "parking"  deal,  an  ille- 
gal scheme  to  conceal  stock  ownership. 
CLOSE  WATCH.  Bilzerian's  trial  could  be 
the  first  of  the  cases  involving  Jefferies 
and  jailed  arbitrageur  Ivan  F.  Boesky 
that  results  in  a  jury  verdict,  since  the 
two  GAF  trials  ended  in  mistrials.  How 
the  Bilzerian  jury  comes  down  will  be 
closely  watched,  for  there  remain  a  third 
GAF  trial,  set  for  November,  a  Septem- 
ber stock-manipulation  case  against  Wall 
Streeter  Salim  B.  Lewis,  which  also  fea- 
tures Jefferies,  and  the  trial  next  year 
of  Drexel  Burnham  Lambert  Inc.  junk- 
bond  chief  Michael  R.  Milken,  in  which 
Boesky  will  be  a  star  witness. 

Of  the  cases  involving  Jefferies,  the 
one  against  Bilzerian  looks  like  the  gov- 
ernment's best  shot,  say  defense  law- 
yers. Since  it's  the  only  one  claiming 
that  the  accused  personally  profited 
from  his  alleged  crimes,  it  will  be  easier 
to  establish  motive — a  key  to  winning 
over  a  jury.  The  indictment  is  also  broad- 
er, covering  a  pattern  of  transactions, 
while  the  GAF  and  Lewis  cases  essential- 
ly allege  one-shot  crimes.  And  prosecu- 
tors expect  to  corroborate  Jefferies'  ac- 
count through  witnesses  and  copies  of 
false  filings  and  telephone  tapes. 

True,  as  in  GAF,  the  prosecutors  will 
be  hampered  by  the  complexity  of  the 
allegations.  Yet  it  will  probably  be  the 
defense  with  the  stiffer  challenge.  In 
court  papers,  Bilzerian's  lawyers  argue 
that  the  charges  seek  to  criminalize  con- 
duct that  wasn't  viewed  as  criminal  as  it 
occurred  and  lacks  "traditional  hall- 
marks of  criminal  behavior."  The  law- 
yers also  claim  the  case  is  an  unprece- 
dented attempt  to  justify  Jefferies'  plea 
bargain,  which  let  him  shield  his  firm  as 
he  admitted  two  lesser  felonies. 

But  even  if  the  defense  badly  dam- 
ages Jefferies'  credibility,  the  prosecu- 
tors think  they  still  can  win  the  jury.  For 
his  part,  Jefferies  is  anxious  to  get  on 
with  his  life  and  put  the  hundreds  of 
hours  he  has  spent  as  a  government 
mole  behind  him.  This  year,  though,  Jef- 
feries works  for  the  prosecutors. 

By  Michele  Galen  in  New  York 
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AT  UAL  HEADOUARTERS:  SHOWING  THE  FLAG  FOR  HIGH-FARE  PACIFIC  DESTINATIONS 


UNITED  SWALIOWS  HARD— 
AND  GOES  FOR  GROWTH 


But  its  high  labor  costs  give  rivals  American  and  Delta  an  advantage 


Ei 


Iven  in  an  industry  where  multi- 
billion-dollar  plane  orders  have  be- 
Icome  as  common  as  air  traffic  de- 
lays at  O'Hare  International  Airport, 
UAL  Corp.'s  Apr.  26  announcement  that 
it  will  buy  370  Boeing  Co.  jetliners  worth 
$15.7  billion  was  big  news.  But  behind 
the  headlines  trumpeting  the  largest  sin- 
gle commercial  jet  order  ever  lies  a  more 
sobering  story:  Chairman  Stephen  M. 
Wolf  is  now  on  the  defensive  in  his  be- 
hind-the-scenes scramble  to  lower  labor 
costs  at  United  Air  Lines  Inc. 

This  buying  binge  is  a  dramatic  turn- 
about for  Wolf,  who  had  vowed  to  delay 
vigorous  growth  at  the  Chicago-based 
carrier  until  workers  agreed  to  enough 
wage  or  work-rule  concessions  to  lower 
United's  costs  nearer  those  of  archrival 
American  Airlines  Inc.  The  delay  al- 
lowed fast-growing  American  last  year 
to  fly  past  United  to  become  the  non- 
communist  world's  biggest  carrier. 
BIG  TWO?  Wolf  had  little  choice  but  to 
abandon  this  game  of  chicken.  United's 
unions  have  held  out  longer  than  expect- 
ed in  labor  talks:  Its  pilots'  contract  has 
been  open  for  renegotiation  since  last 
spring,  while  the  flight  attendants'  ac- 
cord has  been  unsettled  since  1987.  Both 
are  under  federal  mediation.  Meanwhile, 
rivals  American  and  Delta  Air  Lines  Inc. 
are  both  growing  at  roughly  triple  Unit- 
ed's pace.  "If  we  don't  act,"  Wolf  warns. 


"it's  not  going  to  be  the  Big  Three  [air- 
lines] anymore.  It  will  be  a  Big  Two." 

Yet  Wolf's  flight  plan  could  go  awry. 
United's  cost  disadvantage  to  American 
of  V'l^  per  seat-mile  seems  small,  but 
Wolf  figures  it  means  about  $500  million 
in  operating  earnings.  So  Wolf  has  been 
demanding  union  productivity  gains.  But 
by  announcing  a  big  plane  order  before 
contract  talks  are  completed,  Wolf  could 
lose  bargaining  leverage  with  union  pi- 
lots, who  stand  to  gain  higher-paid  jobs 
as  captains  as  the  fleet  grows.  "There's 
risk  to  this,"  Wolf  admits,  "but  we  need 
something  concrete  to  unilaterally  dem- 
onstrate to  the  pilots  that  we  are  com- 
mitted to  growing  the  airline." 

United's  unions  believe  that  prior  UAL 
management,  by  eschewing  airline 
growth  in  favor  of  the  acquisitions  of 
Hertz  Corp.  and  the  Hilton  International 
Co.  hotel  chain  in  the  mid-1980s,  squan- 
dered a  chance  to  cut  its  labor  costs 
sharply.  The  United  flight  attendants' 


There  isn't  anything  they  can 

do  to  convince  us  that  we 
should  cut  our  wages  or  make 
our  work  rules  worse' 


union  in  1983  and  the  pilots'  union  i 
1985  gave  management  the  right  to  hiii 
new  employees  at  sharply  lower  "l' 
scale"  rates.  Under  similar  schemes,  ij 
vals  American  and  Delta  aggressive!] 
added  planes  and  B-scale  employees- 
with  each  new  worker  reducing  the  ca| 
riers'  average  wage  cost. 
MISSED  CHANCE.  But  United's  no-growtf 
stance  has  left  it  with  only  about  25%  (| 
its  flight  attendants  on  lower  pay  scale; 
next  to  roughly  half  at  American,  uni 
officials  say.  Now,  with  industrywii 
traffic  booming  and  once-ailing  UAL  lo: 
ging  record  net  income  of  $1.1  billion 
1988  and  a  134%  jump  in  1989  first-qua| 
ter  earnings  from  continuing  operation; 
the  unions  say  United  management  h; 
missed  the  opportunity  for  concession: 
"In  two  consecutive  contracts,  we  gavl 
concessions  to  the  company,  and  we  ri 
ceived  nothing  in  exchange  except  se^ 
ing  our  company  lose  257^  of  our  mark( 
share,"  says  Captain  Jim  Damroi 
spokesman  for  the  Master  Executiv 
Council  of  the  pilots'  union.  "They  too 
that  economic  leverage  and  used  it  t 
buy  hotels  and  rental  cars."  Adds 
blunter  Pat  Friend,  president  of  the  Ai 
sociation  of  Flight  Attendants  at  Unite( 
"There  isn't  anything  they  can  do  to  coi 
vince  us  that  we  should  cut  our  wage 
or  make  our  work  rules  worse." 

Such  resistance  has  all  but  quashe 
Wolf's  hope  of  erasing  United's  cost  ga 
with  American.  Instead,  Wolf  now 
pushing  to  narrow  that  differential  sin 
ply  by  easing  work  rules  and  lowerin 
United's  financing  costs,  while  bestin 
American's  per-seat  revenue  by  sellin 
more  high-fare  tickets. 

Crucial  to  that  higher-fare  strateg 
will  be  United's  extensive  network  ov( 
the  Pacific  and  in  Asia,  which  sport 
some  of  the  world's  highest  fares.  Uni 
ed's  Pacific  system  already  accounts  fc 
20%'  of  its  total  revenue  and  a  third  of  i1 


operating  profit.  And  margins  there  ar  f 


roughly  50%  higher  than  for  its  domest 
system.  So  Wolf  this  year  will  boost  P; 
cific  capacity  by  25%  as  he  takes  deli\ 
ery  of  the  "first  of  15  Boeing  747-400il 
Also,  another  United  order  expected  b 
yearend  for  more  widebodies  will  allo^l 
even  more  trans-Pacific  flights.  And  he': 
wooing  high-fare  business  fliers  in  thi 
U.  S.  with  new,  convenient  terminals  & 
United  hubs  in  Denver  and  Chicago. 

Yet  it  remains  to  be  seen  if  Wolf  ca{ 
wring  out  any  real  productivity  gain; 
short  of  giving  employees  a  piece  of  th 
company — something  pilots  long  hav? 
wanted.  And  a  possible  recession  coul 
soften  fares,  making  Wolf's  strateg 
tougher  to  pull  off.  United  may  be  grow 
ing  again,  but  the  heavy  baggage  fror 
its  no-growth  years  hasn't  been  lost. 

By  James  E.  Ellis  in  Chicagi 
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Commentary/by  Christopher  Power 


RAIDERS  MAY  NOT  MAKE  THE  BEST  AIRIINE  PIIOTS 


t  first  glance,  the  struggle  for 
^^^NWA  Inc.,  parent  of  Northwest 
^^^Airlines  Inc.,  appears  to  be  just 
nother  acquisition  battle  in  the  rough- 
,nd-tumble  airline  industry.  After  all, 
ince  1979,  when  Pan  Am  Corp.  bought 
lational  Airlines,  more  than  a  dozen 
arriers  have  succumbed  to  takeovers. 
Yet  with  the  notable  exception  of 
!arl  C.  Icahn  and  Trans  World  Airlines 
nc,  all  the  major  airline 
eals  have  involved  one 
arrier  gobbling  up  an- 
ther, as  industry  rivals 
laneuvered  to  build  uji 
critical  mass  of  planes, 
3utes,  and  gates.  Even 
:ahn  built  up  TWA  with 
is  purchase  of  Ozark 
.ir  Lines  Inc. 
AIR  GAME.  This  time, 
lOugh,  there  are  no  air- 
nes    among  North- 
'est's  known  suitors, 
'ho  now  include  billion- 
ire  Marvin  Davis  and  a 
roup  headed  by  Bever- 
r  Hills  financier  Al 
hecchi.  Even  Kohlberg 
ravis  Roberts  &  Co., 
le  leveraged  buyout 
rm,  might  jump  in. 
A  successful  takeover 
I  Northwest  could  signal  more  deal- 
lakers  outside  the  industry  that  other 
lajor  carriers,  such  as  USAir,  UAL,  and 
elta,  are  fair  game.  Like  Northwest, 
lese  airlines  have  lots  of  borrowing 
wer,  valuable  franchises,  and  plenty 
I  undervalued  assets.  In  other  words, 
)me  of  the  nation's  biggest  airlines, 
tter  surviving  a  decade  of  wrenching 
lange,  could  become  fodder  for  Wall 
treet's  leveraged  buyout  specialists. 
Yet  is  this  a  good  idea — for  either 
le  airlines  or  their  would-be  ac- 
airers?  Probably  not.  True,  a  wave  of 
30s  in  the  industry  would  certainly 
)ost  the  carriers'  stock  prices,  which 
aditionally  trade  at  low  price-earn- 
gs  ratios.  And  some  of  the  outsiders 
ight  be  adept  at  building  business 
trough  financial  stratagems.  Checchi, 
)r  example,  worked  at  Marriott  Corp., 
here  he  helped  devise  a  successful 
rategy  of  selling  hotel  properties  to 
vestors  and  then  managing  them. 
But  consider  the  cautionary  example 
?t  by  Icahn  and  TWA.  Icahn  has  sur- 
•ised  the  industry  by  boosting  operat- 
g  profits  substantially,  generating  a 
jfty  annual  cash  flow  of  more  than 


$400  million,  and  placing  a  big  order 
for  new  Airbus  Industrie  jets.  He  has 
also  been  adept  at  borrowing  against 
his  fleet,  or  selling  ofl"  planes  and  leas- 
ing them  back.  If  Icahn  can  run  TWA, 
the  argument  goes,  why  can't  other 
raiders  run  airlines? 

Icahn's  showing,  however,  may  not 
be  easy  to  replicate.  "Icahn  got  big 
wage  concessions  from  the  unions,"  de- 


clares Phillip  Baggaley,  an  airline  bond 
analyst  at  Standard  &  Poor's  Corp.  "I 
don't  think  Davis  could  get  those  at 
Northwest."  In  addition,  Icahn  has  en- 
hanced twa's  net  earnings  and  cash 
balance  with  his  own  shrewd  invest- 
ments in  Texaco  Inc.  and  USX  Corp. 

And,  TWA  under  Icahn  has  yet  to  be 
tested  by  a  severe  recession.  TWA, 
which  went  private  last  fall,  has  more 
than  $2.4  billion  in  debt  and  lease  obli- 
gations. Net  worth  is  negative  by  some 


AIRLINES 

MORE  OBLIGATIONS 
THAN  MEET  THE  EYE 

□  EQUITY 

■  BALANCE-SHEET  DEBT 

□  OEF-BALANCE-SHEET 
AIRCRAFT  LEASES* 


I 


1984 

.  BILLIONS  OF  DOLURS 


1988 

•EST. 


OAIA:  STANDARD  S  POOR'S  CORP. 


$30  million.  Icahn  says  that  TWA  is  a  lot 
stronger  than  it  appears  because  it  has 
more  than  $1  billion  in  cash  and  plenty 
of  attractive  routes.  In  any  event,  TWA 
remains  heavily  laden  with  debt. 

Even  without  the  tons  of  debt  a 
wave  of  LBOs  would  create,  the  entire 
airline  industry  has  been  rapidly  going 
into  hock.  Many  of  these  new  obliga- 
tions come  in  the  form  of  aircraft  oper- 
ating leases,  whose 
costs  never  show  up  on 
the  balance  sheet 
(chart).  Instead,  they 
wind  up  buried  in  the 
footnotes  to  financial 
statements.  On  balance 
sheets  or  off,  though, 
the  airlines  are  still  obli- 
gated to  make  good  on 
these  leases. 

While  the  level  of  air- 
line debt  has  been 
changing,  many  of  the 
industry's  fundamentals 
have  not.  Airlines  re- 
main sensitive  to 
changes  in  the  economy, 
and  their  earnings  are 
bound  to  drop  in  the 
next  recession. 

American  airlines  also 
must  keep  replacing  old 
planes  through  outright  acquisition  or 
leasing.  A  recent  study  by  McDonnell 
Douglas  Corp.  estimates  that  from 
now  until  the  year  2002,  U.  S.  carriers 
will  need  approximately  $109  billion 
worth  of  new  aircraft.  Even  as  its  need 
for  capital  reaches  record  highs,  the 
airline  industry  this  year  should  make 
only  about  $3  billion  in  operating  prof- 
its, even  with  higher  fares. 
HIDDEN  RISKS.  Then,  too,  there  are  the 
peculiarities  of  the  day-to-day  business. 
"A  1$  change  in  price  per  gallon  of  jet 
fuel  means  $15  million  to  $20  million  in 
operating  proflt"  at  Northwest,  points 
out  Steven  G.  Rothmeier,  chairman  of 
NWA.  Throw  in  the  threat  of  terrorism, 
labor  demands  for  wage  hikes,  new 
FAA  safety  rules,  and  tougher  global 
competition,  and  airlines,  as  candidates 
for  pricey  LBOs,  appear  to  be  a  lot  risk- 
ier than,  say,  food  companies  or  ciga- 
rette makers. 

These  perils  will  probably  fail  to  de- 
ter financiers  who  are  hungry  for  more 
deals.  But  if  they're  not  careful,  they 
may  discover  that  the  thrill  of  owning 
an  airline  can  turn  them  a  sickly  shade 
of  green. 
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ROMAN  COULD  CITE  CONFLICTS  OF  INTEREST  IN  THE  AGENCIES'  SIMILAR  CLIENT  LISTS.  SORRELL  SAYS  HE  WOULD  KEEP  THE  BUSINESSES  SEPARATE 
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THE  'FAX  ATTACK' 

THAT  HAS  OGILVY  FUMING 


It's  enlisting  clients  and  jawboning  London  brokers  to  deflect  WPP 


adison  Avenue  is  gearing  up 
ifor  another  nasty  fight.  After 
I  weeks  of  rumors,  Martin  Sor- 
rell,  chief  executive  of  London-based 
WPP  Group  PLC,  finally  took  steps  to- 
ward acquiring  Ogilvy  Group  Inc.,  par- 
ent of  the  sixth-largest  U.  S.  ad  agency. 

Sorrell  insists  the  letter  he  faxed  to 
Ogilvy  Chairman  Kenneth  Roman  on 
Apr.  28  isn't  an  official  offer,  just  a 
friendly  proposal  pointing  out  the  syner- 
gies between  the  two  companies.  Ro- 
man, though,  sees  nothing  friendly 
about  it.  He  immediately  fired  off  a  snip- 
py letter  to  Sorrell  and  issued  a  press 
release  making  it  clear  he  intends  to 
fight  the  proposal  to  the  end.  Roman  can 
count  on  the  backing  of  founder  David 
Ogilvy,  77,  who  has  called  Sorrell  "an 
odious  little  jerk"  in  print. 
CROSSFIRE.  A  fight  won't  faze  Sorrell. 
The  44-year-old  former  Saatchi  &  Saat- 
chi  PLC  finance  director  was  responsible 
for  the  first  hostile  takeover  in  advertis- 
ing: the  $566  million  acquisition  of  J. 
Walter  Thompson  two  years  ago. 

Meanwhile,  clients  are  caught  in  the 
crossfire.  At  least  10%-  of  the  combined 
company's  business  would  be  affected 
by  conflicts,  says  Chris  Akers,  an  ana- 
lyst with  London-based  Citicorp  Scrim- 
geour  Vickers.  Bell  Atlantic  Corp.  and 
Eastman  Kodak  Co.  are  both  .JWT  clients, 
while  Ogilvy  creates  ads  for  American 
Telephone  &  Telegraph  Co.  and  Polaroid 
Corp.  Ogilvy  also  serves  Duracell  Inc., 


which  competes  with  Kodak's  battery 
business.  "We  bring  agencies  in  during 
new-product  development,"  says  William 
H.  Michie,  Kodak's  deputy  director  of 
marketing  communications.  "That's 
what  makes  this  situation  so  diflficult." 

In  addition  to  facing  potential  con- 
flicts, clients  are  getting  dragged  into 
the  scuffle.  Ogilvy  has  encouraged  cli- 
ents to  speak  out  against  the  deal  in 
hopes  that  this  will  dissuade  Sorrell 
from  pursuing  his  proposal.  "If  WPP 
were  successful  in  buying  and  disman- 
tling Ogilvy,  we  would  have  to  review 
our  account,"  says  Edgar  Bronfman  Jr., 
executive  vice-president  for  U.  S.  opera- 
tions at  Joseph  E.  Seagram  &  Sons  Inc. 

Sorrell  insists  that  he  would  run  the 
two  agencies  autonomously,  eliminating 
any  conflict  problems.  But  in  the  States 
at  least,  Sorrell  isn't  known  for  his 
hands-off  management  style.  His  dis- 
putes with  principals  at  J.  Walter 
Thompson's  subsidiary.  Lord,  Geller,  Fe- 
derico,  Einstein,  caused  a  massive  walk- 
out and  the  ultimate  loss  of  the  presti- 
gious IB.M  account.  At  JWT,  Sorrell 
instituted  strict  financial  controls  and 
deep  cost  cuts.  The  moves  helped  boost 
the  agency's  dismal  47f  operating  mar- 
gin up  to  the  industry  average  of  10%. 
Sorrell  says  that  Ogilvy's  7.9%  margins 
leave  room  for  improvement,  implying 
he  would  cut  costs  at  that  agency,  too. 

But  critics  say  too  much  emphasis  on 
the  bottom  line  in  an  industry  built  on 


image  can  hurt  agencies  in  the  long  rui  iilr 
When  Sorrell  sold  Thompson's  Tokj 
building  to  cut  WPP's  debt  in  half,  indu 
try  sources  say,  the  Japanese  took  tl 
sale  as  a  sign  that  JWT  wasn't  serioi 
about  doing  business  there.  Thompsc 
has  had  trouble  winning  local  accouw 
ever  since. 

BATTLE  OF  BRITAIN.  Wall  Street,  whic 
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has  dubbed  Sorrell's  overture  "the  fa  i  is  sotoici 
attack,"  is  expecting  competing  offer 
Ogilvy  stock  jumped  55%,  to  49%,  in  tl 
three  trading  days  after  OgiK'y  mat 
the  proposal  public  on  Sunday,  Apr.  3 
Such  agencies  as  Interpublic  Group  (fci.  %  tf 
Cos.  and  Omnicom  Group  have  been  r  tiigiealjjjtio 
mored  as  white  knights. 

If  Sorrell  really  wants  to  win  Ogilv; 
say  analysts,  WPP  will  have  to  pay  i 
much  as  $60  a  share,  or  about  $900  mi 
lion,  well  above  the  $45  opening  offe 
To  finance  the  all-cash  acquisition,  So 


rell  plans  to  take  out  a  bank  loan  an  j{f 


to  k  Co,  to 
p  fewer  to 


sell  a  new  equity  issue,  probably  in  tl 
form  of  convertible  preference  shares  1 
avoid  diluting  WPP's  stock. 

Roman  is  carrying  his  fight  to  So 
rell's  home  turf.  Shortly  before  he  r 
ceived  Sorrell's  letter,  Roman  met  wit 
the  London  financial  community  to  rei  j  jjjjj,™! 
erate  his  determination  to  stay  indepei 
dent.  Ogilvy  also  recently  hired  a  Loi 
don-based  investment  banking  firm  an 
a  public-relations  company.  Roman's  ol 
ject  is  to  make  it  harder  for  Sorrell  1 
secure  financing  in  the  City.  WPP's  shaii 
price  won't  make  Sorrell's  task  any  eas 
er:  On  London's  stock  exchange,  WF 
shares  fell  10.8%,  to  101/4,  after  the  fa- 
attack  was  made  public.  But  wheth( 
the  battle  is  fiercest  in  New  York  or  i 
Britain,  the  clients  fear  that  they're  tV, 
ones  who  will  be  bloodied. 

By  Walecia  Konrad  in  New  York,  wii 
Mark  Maremont  in  London 
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i  SIP  OF  STROH'S 

:OULD  TURN  INTO  A  GULP 


he  brewer  wants  a  minority  partner — but  it  may  get  swallowed  instead 


In  one  of  Stroh's  new 
ads,  designs  for  a 
new  beer  can  shift  in 
id  out  of  view  as  three 
lices  argue  over  which 
lor  can  is  best.  Abrupt- 
,  a  fourth  voice  inter- 
;ts:  "Blue."  Asked  who 
is,  the  voice  identifies 
,elf  as  Peter  W.  Stroh, 
airman  and  CEO.  Then 
e  ad's  creator,  Hal 
ney  of  San  Francisco- 
sed  Hal  Riney  &  Part- 
!  rs,  intones:  "Stroh's. 
I  16  only  major  brewery 
'   America  where  the 
'  mily  still  makes  all  the 
I  cisions." 
True,  Stroh  Brewery 
.  is  family-owned.  But 
'•  how  much  longer? 
'ter    139    years  of 
lunch  independence, 
roh  is  succumbing  to 
mpetitive  heat.  "The 
!  Tiily  always  had  an  ide- 
of  going  it  alone,"  says 
roh  President  Roger 
■  idholm.  "But  there's  a 
3wing  realization  that's 
t  feasible." 

Stuck   in   a  volume 
le,  the  Detroit  compa- 
has  asked  Morgan 
mley  &  Co.  to  find  a 
•eign  brewer  to  chip  in  as  a  minority 
I  rtner.  One  candidate:  G.  Heileman 
ewing  Co.,  a  unit  of  Australia's  Bond 
rp.  Holdings  Ltd.  Heileman  President 
irray  Cutbush  says  Bond  representa- 
es  huddled  with  Stroh  officials  in  Be- 
at on  Apr.  27.  But  while  Stroh  hopes 
capital  and  global  reach  will  get  it 
ing,  industry  watchers  wonder  if  only 
Diece  of  the  No.  3  brewer  is  enough 
t.  "No  one's  going  to  go  for  a  minor- 
deal,"  says  one  source  close  to  Stroh. 
think  it  will  be  all  or  nothing." 
D  MIX.  The  reason:  Stroh  is  a  big  risk. 
heuser-Busch  Cos.'  41%  share  of  the 
ir  market  creates  efficiencies  that  ai- 
/  it  to  roll  over  its  rivals.  Only  Miller 
ewing  Co.,  the  No.  2  U.  S.  brewer,  has 
)sted  volume  in  the  past  five  years, 
1  that  with  the  considerable  might  of 
parent,   Philip  Morris   Cos.   No.  4 
olph  Coors  Co.  has  done  it,  but  only 
spending  heavily  to  open  new  mar- 
5 — not  by  selling  more  on  old  turf. 


PRESIDENT  FRIDHOLM:  HE  SAYS  THE  COMPANY 
HAS  TROUBLE  RIDING  OUT  PRICE  WARS 
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Stroh,  meanwhile,  has 
floundered.  From  a  peak 
of  13%  in  1983,  its  market 
share  dropped  last  year  to 
10.17c  on  a  volume  of  20.4 
million  barrels,  according 
to  industry  newsletter 
Beer  Marketer's  Insights  (chart).  Stroh 
doesn't  release  earnings,  but  revenues  in 
1988  rose  a  scant  1%,  to  $1.4  billion. 
Moreover,  its  product  mix  spells  trouble. 
Old  Milwaukee,  a  blue-collar  brand,  dom- 
inates sales,  while  premium  brews  such 
as  Stroh's  and  Stroh's  Light  are  declin- 
ing. Just  30%  of  Stroh's  volume  comes 
from  high-margin  products,  compared 
with  85%  at  Anheuser  and  80%  at  Miller. 

Much  of  Stroh's  trouble  stems  from 
its  tapping  a  $340  credit  line  to  buy  Mil- 
waukee's Jos.  Schlitz  Brewing  Co.  in 
1982 — sapping  its  financial  strength  just 
as  Anheuser  and  Miller  were  turning  up 
the  heat  on  the  marketing  front.  The 
company  also  made  some  gaffes.  A 


MikBammmmiOHTs 


hasty  attempt  to  force  its  Stroh's  brand 
into  national  distribution  through 
Schlitz's  network  flopped.  And  when 
Stroh  tried  to  revive  sales  of  Stroh's  and 
Stroh's  Light  with  a  "bonus  pack"  that 
put  15  beers  in  every  12-pack  and  30  in 
every  case,  volume  of  the  brand  skidded 
16.3%.  "It  cheapened  the  product,"  says 
Chicago  wholesaler  Jack  Glunz.  The  new 
ads  subtly  poke  fun  at  the  former  bonus 
beers  by  showing  off  new  6-packs,  12- 
packs,  and  24-packs,  plus  an  "11,000- 
pack,"  a  big  Stroh  truck. 
PILING  ON  DEBT.  Just  as  the  Schlitz  debt 
was  finally  whittled  down,  Stroh  piled  on 
more.  Last  year,  it  launched  national  dis- 
tribution of  a  sparkling-juice  product 
called  Sundance.  And  in  January,  the 
company  bought  rights  to  California 
Cooler,  an  ailing  wine-cooler  brand,  from 
Brown-Forman  Corp.  Nonbeer  products 
now  make  up  7%  of  sales,  but  making 
them  a  hit  will  be  expensive. 

Ditto  for  beer.  Fridholm  says  the  com- 
pany has  trouble  riding  out  price  wars 
and  periods  of  slow  sales,  which  are  fre- 
quent in  the  industry.  Foreign  capital 
would  help  and  maybe  even  give  Stroh 
some  export  markets.  In  return,  Stroh 
offers  access  to  the  world's  largest  beer 
market.  A  foreign  brewer  could  sell  its 
brands  through  Stroh's  distributors  and 
use  Stroh's  undertapped  breweries.  But 
success  in  brewing  foreign  beers  in  the 
U.  S.  is  unprecedented,  and  a  trickle  of 
volume  is  hardly  worth  it. 

Stroh  won't  name  them  but  says  it  has 
seven  browsers — including  Bond's  Heile- 
man unit.  Bond  bought  Heileman  in  1987 
for  $1.3  billion  and  is  still 
trying  to  halt  sliding  vol- 
ume at  the  No.  5  U.  S. 
brewer.  Sidney  M.  Oland, 
president  of  Labatt  Brew- 
ing Co.  in  Toronto,  took  a 
look  but  then  backed  out. 
After  buying  Pennsylva- 
nia's Latrobe  Brewing  Co. 
outright  in  1987,  Oland 
says  he  wasn't  interested 
in  a  minority  stake  in 
Stroh.  Roy  D.  Burry,  an 
analyst  at  Kidder,  Peabody 
&  Co.,  speculates  that  Stroh  may  also  be 
talking  to  Australian  John  D.  Elliott, 
head  of  Elders  IXL  Ltd.  But  Elliott  stum- 
bled badly  when  he  bought  Carling 
O'Keefe  Breweries  of  Canada  Ltd.  for 
$300  million  in  1987,  with  the  aim  of 
flooding  Canada  and  the  U.  S.  with  his 
Foster's  Lager. 

Oland  thinks  Stroh  is  "loosening  up  a 
bit"  on  its  demand  for  keeping  majority 
ownership.  Competing  in  the  U.  S.  mar- 
ket is  no  happy  hour.  And  a  partial  stake 
in  a  troubled  company  isn't  a  big  selling 
point.  In  the  end,  the  minority  partner  in 
this  deal  may  just  end  up  being  Stroh. 

By  Dave  Woodruff  in  Detroit,  with 
Chuck  Hawkins  in  Toronto 
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HOLLYWOOD  I 


RETREAD  IV:  RETURN  OF 
THE  SON  OF  SEQUEL 


How  the  studios  hope  to  relive  their  greatest  hits  this  summer 


Things  at  Columbia  Pictures  Enter- 
tainment Inc.  haven't  gone  better 
with  Coke.  The  studio  has  had  four 
different  chiefs  and  has  lost  market 
share  since  Coca-Cola  Co.  bought  it  in 
1982.  Columbia  had  the  worst  record  of 
any  major  distributor  in  1988,  capturing 
only  3.57<  of  the  $4.5  billion  in  U.  S.  tick- 
et sales,  and  there  has  been  little  im- 
provement so  far  this  year  (table). 

Why,   then,   is  studio  President 
Dawn  Steel  so  confident  that  Co- 
lumbia will  have  what  she  calls  "an 
awesome  summer"?  Quite  simply: 
Ghostbusters  II.  The  original  film 
grossed  $220  million  for  Colum- 
bia in  1984,  making  it  the  fifth- 
biggest  moneymaker  of 
all  time.  And  the  early 
buzz  in  Hollywood  sug- 
gests that  the  sequel  will 
be  one  of  the  year's  biggest 
hits.   "The  movie  will  do 
huge  business,"  says  John 
N.  Krier,  president  of  Exhibitor 
Relations  Co.,  which  helps  the- 
ater owners  predict  how  new 
films  will  fare.  "But  it's  going 
to  have  plenty  of  competition." 
BOND  IS  FOREVER.  From  what? 
You  guessed  it — sequels.  In  all, 
there  will  be  eight  this  year. 
That's  the  same  number  as 
1988,  but  this  year  they  follow 
far  bigger  hits.  Columbia  has  a  lot  riding 
on  the  strategy:  In  addition  to  Ghostbus- 
ters II,  it  will  release  The  Karate  Kid 
III.  The  second  Karate  Kid  is  Colum- 
bia's only  other  film  since  1984  that 
made  over  $100  million  at  the  box  office. 

Paramount  will  keep  its  title  as  king 
of  the  sequels  with  three  entries,  includ- 
ing a  likely  smash,  Indiana  Jones  and 
the  Last  Crusade.  The  third  Indiana 
Jones  adventure  from  George  Lucas  and 
Steven  Spielberg  will  be  released  on  Me- 
morial Day  weekend — one  of  the  hottest 
moviegoing  periods  of  the  year.  The  two 
previous  "Indie"  flicks  are  the  seventh 
and  eighth  biggest  hits  of  all  time.  Para- 
mount is  also  launching  Star  Trek  V: 
The  Final  Frontier,  and  the  eighth  of 
its  Friday  the  ISth  horror  spectacles. 

Hollywood's  other  top  guns  are  loaded 
with  sequels,  too.  Warner  Brothers  Inc. 
has  Lethal  Weapon  2,  an  update  of  its 
violence-laced  1987  hit.  MGM/UA  Commu- 
nications Inc.  will  trot  out  its  16th  James 


Bond  flick,  Licence  to  Kill.  Universal 
Pictures  will  flourish  yet  another  comic 
revision  of  The  Three  Musketeers,  The 
Return  of  the  Musketeers. 

Even  some  films  that  aren't  sequels 
will   have  a   familiar  look. 
Warner  has  one  of  the  sum- 


GHOSTBUSTERS,  11: 
A  COMIC-STUDDED  CAST  REUNION 


COLUMBIA:  RUNNING 
HARD,  YET  FAR  BEH^D 


Studio 

Number  of 
1989  releases 

Marnet  share 

1939 

MGM/UA 

10 

15.8% 

WARNER  BROS. 

13 

15.0 

UNIVERSAL 

6 

14.6 

DISNEY 

9 

14.3 

FOX 

8 

10.1 

ORION 

5 

9.5 

PARAMOUNT 

4 

8.0 

TRI-STAR 

6 

4.9 

COLUMBIA 

11 

3.9 

DATA;  DAILY  VARIBTY 

All  figures 

OS  of  Apr  16.  1989 

mer's  most  eagerly  awaited  movies;  Bat- 
man, a  new  take  on  the  comic-book  clas- 
sic, starring  Michael  Keaton  as  the 
Caped  Crusader  and  Jack  Nicholson  as 
his  archenemy,  the  Joker.  The  movie, 
filmed  primarily  in  London,  cost  more 
than  $40  million — about  twice  the  going; 
price  for  a  major  film.  Walt  Disney  Co.; 
doesn't  have  any  blockbuster  candidates!; 
this  year,  but  the  studio  will  reissue  the' 
classic  cartoon  Peter  Pan.  '{ 
Hollywood  executives  and  analysts  be-j!, 
lieve  the  sequels  will  help  revive  movie-l' 
goers'  interest  after  a  quiet  spring.  Phil| 
Garfinkle,  senior  vice-president  of  Enter-ji 
tainment  Data  Inc.,  which  tracks  ticket!, 
sales,  predicts  sequels  will  rake  in  as!; 
much  as  $800  million  of  the  $1.5  billion  in' 
total  summer  ticket  sales.  With  that;] 
momentum,  Hollywood  could  break!; 
the  record  for  annual  box-officelj 
sales  for  the  fourth  straight  year.jj 
Columbia  has  the  most  to  lose;! 
among  the  major  studios  if  the| 
analysts  are  wrong.  Its  otherli 
summer  films — including  Ca-\\ 
sualties  of  War,  a  Viet-| 
nam  War  saga  starring!] 
Sean  Penn  and  Michael  J.'f. 
Fox — look  less  promising.! 
And  it  will  take  a  whilei 
before  the  studio  can  re-j 
lease  many  more  movies" 
with  such  proven  mon- 
eymakers as  Cher,  Michael 
Douglas,  and  Sally  Field,! 
who  shunned  Columbia  dur- 
ing David  Puttnam's  stormy: 
18-month  reign  that  ended  in 
1987.  Since  taking  charge  of| 
the  Burbank  (Calif.)  studio 
19  months  ago.  Steel  has 
wooed  back  the  stars.  But 
the    five-month  writers' 
strike  last  year  delayed 
many  new  productions. 
SURE  THING.  Columbia  needs 
some  successes  to  make, 
ends  meet.  Without  several  hits  this 
year,  the  studio's  cash  flow  could  fall  as 
much  as  $100  million  short  of  the  inter- 
est payments  on  the  $1.1  billion  in  debt  it 
is  carrying,  says  First  Boston  Corp.  ana- 
lyst Roy  W.  Hong  in  a  recent  report.  A 
bad  summer  might  also  rekindle  Coke's 
interest  in  selling  its  49%  stake  in  the 
studio,  other  analysts  say. 

Steel  says  the  production  schedule, 
not  fear  of  Indiana  Jones,  prompted  Co- 
lumbia to  wait  until  June  16  to  release 
Ghostbusters  II.  But  by  conjuring  up  a 
sequel  to  the  Bill  Murray-Dan  Aykroyd 
hit.  Steel  is  clearly  looking  for  a  sure 
thing.  With  the  financial  worries  haunt 
ing  Columbia,  Steel  has  taken  the  advice 
of  the  Ghostbusters  theme,  when  it 
asks:  Who  you  gonna  call? 

By  Ronald  Graver  in  Los  Angeles 
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Ihis 

is  the  last 
trade-in 
you'll  ever 
need. 


Since  the  DEFINITY™  75/85  Communications  System  is  designed  to  be  the  last  communications 
system  you'll  ever  need,  we  designed  a  trade-in  offer  to  help  move  your  company's  communications 
system  into  the  future. 

The  DEFINITY  75/85  system  adds  on  modules  to  add  lines  from  40  to  30,000.  Along  with  room  for 
all  the  sophisticated  capabilities  you  need.  Or  will  need  in  the  future. 
It  makes  obsolescence  obsolete. 

And  makes  our  special  trade-in  allowance  even  more  special.  If  you  currently  have  a  system  from 
one  of  our  competitors,  we'll  take  it  off  your  hands  and  hand  you  a  handsome  credit  allowance  on  your 
new  DEFINITY  75/85  system  in  return.  But  this  offer  lasts  only  until  September  1, 1989. 

So  say  goodbye  to  communication  system  obsolescence,  and  hello  to  DEFINITY  75/85  system,  and 
also  say  hello  to  a  trade-in  offer  to  end  all  trade-in  offers. 

Call  your  AT&T  Account  Executive,  or  call  1  800  247-1212,  Ext.  279. 


AT&T 

The  right  choice. 


©  1989  AT&T 


Management  must  guide  the  forces  of  change..." 

—  John  W.  Teets,  Chairman 


» 


for  a  copy  of  Greyhound's 
latest  annual  report,  write  to 
Public  Relations. 
1618  Greyhound  Tcwer 
Ptioenix.  Arizona  85077 


The  Greyhound  Corporation  has  been  recast.  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  |0b  of  management  always  has  been  to  see  the 
company  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program 

Hard  choices  were  faced;  tough  decisions  were 
made.  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired 

For  example,  Purex  household  and  laundry  prod-(«r 
ucts  were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhound's  Dial  Corporation.  FYemif 4 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 
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avelers  was  acquired,  complementing  Greyhound's 
listing  airport  and  food  service  businesses^  General 
otors'  RTS  transit  bus  manufacturing  and  parts  opera- 
)n  was  purchiased  to  expand  Greyhiound's  top-ranked 
'  tercity  coach-building  business. 

Today  Greyhound's  four  business  segments  — 
Jnsumer  products,  services,  transportation  manufac- 
ring  and  financial  —  produce  revenues  at  a  $3  billion 
inual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day 

The  Greyhound  Corporation 
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TROUBLE  IS  KNOCKING 
AT  AVON'S  DOOR 


►  Avon  Products  has  unwel- 
come visitors  knocking  at  its 
door.  Amway  and  Minneapolis 
investor  Irwin  Jacobs  have 
teamed  up  since  April  to  buy 
10.3%  of  the  cosmetics  maker 
for  $151  million.  On  May  3, 
the  partners  said  they  may 
seek  control  of  the  $3  billion 
company,  which  last  year  lost 
$405  million  and  is  trying  to 
shed  its  health  care  units. 

Avon  Chairman  James 
Preston  insists  the  company  is 
not  for  sale.  But  Avon's 
heavy  debt  and  undervalued 
stock  will  make  it  difficult  to 
escape  Jacobs  and  Amway  or 
other  potential  bidders. 

The  partners'  interest  in 
Avon  isn't  too  surprising. 
Like  Avon,  closely  held  Am- 
way is  famous  for  its  direct- 
sales  force,  which  pitches  ev- 
erything from  housewares  to 
hosiery.  In  March,  Jacobs  bid 
unsuccessfully  for  another 
door-to-door  sales  company, 
Shaklee  of  San  Francisco. 


MET  LIFE  BUYS 
INTOCSFB 


►  Metropolitan  Life  Insur- 
ance's May  3  decision  to  buy 
10%  of  Credit  Suisse-First 
Boston  seems  like  a  shrewd 
way  for  the  giant  insurer  to 
gain  a  toehold  on  Wall  Street. 
But  for  CSFB,  formed  in  De- 
cember with  the  merger  of 
First  Boston  and  Financiere 
Credit  Suisse-First  Boston,  a 
Japanese  partner  may  still  be 
needed  to  complement  its 
U.  S.  and  European  opera- 
tions. Failure  to  secure  a  Jap- 
anese buyer  could  hamstring 
CSFB's  grand  plan  of  creating 
a  dominant  global  investment 
bank. 


WHAT  MAKES  JOHNSON 
CONTROLS  SO  SPECIAL? 


►  Johnson  Controls,  a  $3.1  bil- 
lion Milwaukee  conglomerate, 
cranks  out  such  mundane 
goods  as  automated  building 


control  systems,  automotive 
seats,  and  plastic  bottles.  But 
Wall  Street  gets  a  charge  out 
of  Johnson  anyway.  Its  stock 
has  shot  up  6  points,  to  42,  in 
recent  weeks  on  takeover 
talk.  The  cast  of  rumored 
raiders  includes  Chicago  in- 
vestor Sam  Zell,  Mark  IV  In- 
dustries, and  Banner  Indus- 
tries, none  of  which  would 
comment  on  their  intentions. 

Why  the  rumors?  Johnson's 
stock,  despite  the  recent  run- 
up, trades  well  below  the  com- 
pany's estimated  $66-a-share 
bust-up  value.  Even  more  tan- 
talizing to  a  potential  raider  is 
that  Johnson's  four  key  busi- 
nesses boast  market-leading 
positions,  yet  there's  little 
overlap  among  them. 


BENEFITS:  BRADY  GIVES 
BUSINESS  A  BREAK 


►  The  Treasury  Dept.,  under 
a  hail  of  criticism,  has  post- 
poned the  effective  date  of  a 
complicated  law  governing 
employee  health  benefits.  On 
May  1,  Treasury  Secretary 
Nicholas  Brady  said  the  gov- 
ernment won't  require  em- 
ployers to  begin  testing  em- 
ployee benefits  for  compliance 
with  the  law,  known  as  Sec- 
tion 89,  until  Oct.  1. 

The  complex  requirements, 
part  of  the  1986  Tax  Reform 
Act,  were  designed  to  assure 
that  health  benefits  are  fairly 
distributed.  But  business 
groups  contend  that  the  re- 
quirements are  too  onerous. 
Brady  is  asking  Congress  to 


HEIGH-HO,  HEIGH-HO,  IT'S  OFF  TO  COURT  WE  Gl^ 


The  folks  who  brought  you  Tin- 
ker Bell  have  displayed  a  liti- 
gious streak  of  late.  First  Walt 
Disney  Co.  sued  the  Academy  of 
Motion  Picture  Arts  &  Sciences 
for  using  a  Disney-like  Snow 
White  character  without  permis- 
sion in  its  Academy  Awards 
broadcast.  Disney  dropped  the 
suit  after  the  Academy  apolo- 
gized. Next,  Disney  sternly  or- 
dered three  Florida  day-care  cen- 
ters to  remove  the  unauthorized  painted  likenesses  of  Mickl 
Mouse,  Goofy,  and  Donald  Duck  from  their  exterior  walls.! 

Now,  Disney  finds  itself  the  object  of  a  similar  attack.  <| 
Apr.  28,  Brovra  Derby,  an  Ohio  restaurant  chain,  sued  Disri 
for  opening  a  Brown  Derby  diner  at  its  new  Orlando  thei 
park.  Disney  says  it  got  an  0.  K.  from  two  Brown  Der| 
restaurants  in  California.  But  the  Ohio  chain,  which  is  unrelj 
ed  to  the  West  Coast  eateries,  says  it  has  owned  the  rights  j 
the  name  for  50  years.  It's  asking  for  $25  million. 


simplify  the  law,  and  he's  get- 
ting some  support  from 
House  Ways  &  Means  Com- 
mittee Chairman  Dan  Rost«n- 
kowski  (D-Ill.). 


THE  HIGH  COURT  TAKES 
A  SWIPE  AT  SEX  BIAS 


►  The  U.  S.  Supreme  Court 
has  given  a  boost  to  women 
who  claim  they  were  turned 
down  for  jobs  or  promotions 
because  of  their  sex.  The  May 
1  ruling  involved  a  decision  by 
accounting  firm  Price  Water- 
house  not  to  consider  a  wom- 
an for  a  partnership. 

The  justices  said  that  once 
a  woman  presents  evidence 
that  her  sex  played  a  role  in 


TDOW.SClENnSTE, 
^  FUSION  EXFtWMfcNV 

OF  ETHvis  m>  ^ 
FOLmcim. 


an  employer's  job  decisi(jj: 
the  burden  shifts  to  the  e|fc 
ployer  to  prove  there  were  fk 
gitimate  reasons  for  withhopi 
ing  the  job.  And  the  hife 
court  found  that  evidence  ^ 
sexual  stereotyping — ^judgife 
a  woman  by  whether  s§ 
meets  traditional  expectatiopii 
of  women's  beha\dor — can  'jt- 
used  to  prove  discriminatio''  i 


A  SWEET  DEAL 

FOR  KARUSCHERER 


►  R.  P.  Scherer's  auction(|' 
has  become  its  buyer.  On  Mp 
1,  winning  bidder  Shearsi 
Lehman  Hutton  Holdings  ai 
its  merchant-banking  partn.^ 
ships  ofl[ered  $352  million,  r 
$28.19  a  share  in  cash  ai 
preferred  stock  valued  t 
$3.56.  That's  more  than  othp 
bidders  were  willing  to  payhti 
but  about  $2  a  share  less  thi 
arbitrageurs  had  expected. 

Karla  Scherer  hired  She;^l 
son  last  June  to  find  a  suilr 
when  the  stock  was  trading  { 
16.  Scherer,  daughter  of  tS 
company's  founder,  pushi 
for  the  sale  of  the  compairaj 
after  filing  for  divorce  fnSfl 
Peter  Fink,  who  was  thie 
Scherer's  CEO.  She  eventuap' 
ousted  her  ex-husband.  Wi 
33%-  of  the  company's  voti|; ; 
power  Scherer  will  gain  soiS  l 
$50  million  in  pretax  cash.  !  i 
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One  of  the  world's  leading  economic 

powers  doesn't  have  its 
own  currency  army  or  Olympic^am. 


"The  key  to  Compaq  iS  success  seems 
to  be  tile  right  blend  of  engineering  and 
marketing  sawy." 


Add  your  marketing  expertise 
to  the  team  the  experts  are 
talking  about. 

Our  philosophy  at  Compaq  is  simple . . .  when 
you  put  your  best  into  a  product,  it  shows.  This 
philosophy  pays  off.  Because  through  team- 
work and  commitment,  our  people  have  made 
us  one  of  the  world's  leading  manufacturers  of 
high-performance  business  PCs. 

We  feel  that  the  value  of  our  products 
reflects  the  values  of  our  people.  Compaq  mar- 
keting professionals  take  pride  in  their  work 
and  work  together  for  a  common  goal— making 
Compaq  the  best  it  can  be.  And  with  values 
like  that,  you  win,  the  customer  wins  and 
Compaq  wins. 

The  success  we  achieve  relies  on  our  ability 
to  maintain  a  market-driven  rather  than  a 
product-driven  approach.  Our  innovative 
products  are  a  direct  result  of  our  successful 
marketing  organization. 

If  you  have  a  strong  sense  of  personal  values 
and  a  commitment  to  your  profession,  now  is 


-Business  Week 


your  chance  to  join  a  winning  team.  We're  look- 
ing for  marketing  professionals  with  Business 
degrees,  excellent  communication  skills  and 
three  years'  relevant  PC  marketing  experience. 


Marketing  Research  Analysts 

Drive  a  winning  marketing  team  to  new 
heights.  You'll  design  and  conduct  valu- 
able research  vital  to  strategic  marketing 
decisions  and  company  positioning.  You'll 
assess  customer  needs,  track  brand  images, 
research  competitive  products  and  determine 
market  opportunities. 

Product  Planners 


You'll  develop  1-5  year  product  plans  for  PCs 
and  other  related  Compaq  products  from  input 
based  on  marketing  research  data.  Working 
with  our  Engineering  team,  you'll  plan  new 
products,  define  marketing  opf)ortunities  and 
target  markets,  and  detail  product  definition. 

Applications  Marketing 
Managers 

Manage  application  marketing  strategies  to 
achieve  specific  results.  You'll  be  involved  in 
such  areas  as  CAD/CAE  and  connectivity. 
You'll  monitor  industry  trends  and  compe- 
tition, maintain  vendor  relationships  and 
increase  awareness  of  Compaq  products 
through  promotional  programs. 

Product  Analysts 

As  a  Compaq  Product  Analyst, 
you'll  implement  marketing  pro- 
grams and  assist  product  managers 
in  all  phases  of  product  and  option  mar- 
keting. You'll  develop  pricing  and  distri- 
bution strategies,  product  overviews, 

competitive  analyses 
and  promotional  strat- 
egies, as  well  as  coor- 
dinate a  variety  of 
operations  to  lead 
the  Marketing  team. 


intMll.imnimuinminiinu.iinii.ii.i...  yilfHIIfH 


Talented  individuals, 
Ihe  Compaq  team 
creates  some  nf 
the  industry  's  most 
innovative  PC 
products 


At  Compaq 

innovation  begins  with  skillful  market  insighl 
and  results  in  successes  such  as  Ihe  SLTI286 

Strong  project  management  and  communica 
tion  skills  are  essential. 


Marketing  Program  Managers 

Develop  promotional  projects  for  Compaq 
dealers  and  representatives.  !n  addition,  you'll 
manage  these  projects  and  monitor  their 
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Service  Program  Managers 

You'll  develop  and  implement  Customer  Ser- 
vice marketing  programs  to  assist  dealers  and 
end-users  in  their  service  requirements.  Pro- 
grams include  service  product  announcement 
kits,  technical  documentation  updates,  how-to 
manuals  and  others.  Experience  in  Customer 
Service  marketing  is  essential. 

Compaq  and  you: 
a  marketable  team. 

Compaq  offers  competitive  salaries,  compre- 
hensive benefits  and  an  unequaled  work  envi- 
ronment. If  you're  interested  in  one  of  these 
opportunities,  please  call  1-800-243-9003. 
Or  submit  your  resume  along  with  the  position 
for  which  you  wish  to  be  considered  to: 
Compaq  Computer  Corporation, 
Dept.  BWCA515  SF,  P.O.  Box  692000, 
Houston,  Texas  77269  2000. 

©  1989  Compaq  Computer  Corporation.  ©  1989  Accent 

Software.  Inc  All  rights  reserved 

Compaq  is  an  affirmative  action  employer,  m/f/h/v. 
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CALIFORNIA  REPUBLIC 


Welcome  toThe  Califomias,  the 
sixth  largest  economy  in  the  world.  Just 
behind  France,West  Germany,  Japan, 
Soviet  Union  and  the  United  States. 

One  of  the  most  durable  m3^hs 
about  this  part  of  the  world  is  that  it's  on 
the  edge-the  edge  of  the  continent,  the 
edge  of  the  Pacific,  the  edge  of  change. 

That's  very  romantic  and  very  very 
misleadiag.The  Califomias  are  the  cen- 
ter, not  the  edge.  If  you  want  to  be  in  the 
middle  of  things,you  have  to  be  here. 

The  Califomias  are  the  wealthiest, 
fastest-growing  market.  Six  hundred 
billion  dollars  last  year  And  growing. 


The  Gross  State  Product  has  in- 
creased steadily- 40%  over  the  past 
four  years. 

Since  1983,  over 2000  companies 
have  located  or  expanded  their  opera- 
tions here.  Fully  one-third  of  United 
States'  high-tech  companies  are  here. 

US.  trade  with  Asia  now  surpasses 
trade  with  Europe.  One  hundred  billion 
dollars  of  foreign  trade  passes  through 
The  Califomias  each  year. 

Remember  that  saying  about  the 
right  place  at  the  right  time?  Forget  it. 

E  you're  in  the  right  place,  it 
doesn't  matter  what  time  it  is. 


The  Califomias' 

Qililbmia  Department  of  Commerce 
1121  L  Street,  Suite  600,  Sacramento,  CA  95814  •  (916)  322-5665. 


Are  your  comp 
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If  it  seems  like  your  fleet  ve- 
hicles are  spending  more  time  on 
the  rack  than  on  the  street,  maybe 
its  time  to  call  Nissan*^ 


The  Senna  is  just  what  every  business 
needs,  an  efficiency  expert 

According  to  a  recent  consumer 
study  fewer  Nissan  owners  experi- 
enced problems  in  the  first  three 
to  four  months  of  ownership  than 
owners  of  any  other  make  of  car 
And  that  includes  Mercedes,  BMW 
and  Porsche* 

A  good  example  of  this  out- 
standing reliability  is  the  Nissan 


The  Stanza  offers  exceptional  value  when 
you  buy  it  And  when  you  sell  it. 

Sentra'Recendy  it's  been  shown 
to  be  one  of  the  most  trouble-free 
cars  in  its  class.  Even  higher  than 
the  Honda  Civic* 

For  something  equally  well- 
built,  but  a  little  bigger,  there's  the 
Stanza®  E.  Which  is  equipped  with 


more  standard  features  than  any 
domestic  car  in  its  class** 

And  for  something  luxurious, 
the  Maxima"^  is  a  world-class  per- 
formance sedan,  featuring  a  slighdy 
modified  version  of  the  sameV6 
engine  that's  found  in  our  classic 
Z-Car  It's  also  one  of  the  biggest 
lapanese  cars  in  its  class.  With  room 
for  five  big  executives  to  travel  in 
style  and  comfort.  Even  if  they  hap- 
pen to  be  negotiating. 


The  Maxima  Perhaps  the  ulumate  executive  perk 

Of  course,  these  are  just  some 
of  the  quality  cars  Nissan  can  put 
to  work  for  you.  For  complete  infor- 
mation on  our  wide  range  of  fleet 
vehicles  and  programs,  just  call 
1-800-323-5313. 

And  take  the  first  step  towards 
building  an  automotive  fleet  that 
works  for  your  company. 

Instead  of  against  it. 


NISSAN 


Nissan  Fleet  Sales. 
Built  for  the  Human  Race: 


Our  regularyelowpages  Will  helpyou  finda  Ixiwli^ 
Ihbone  will  nelpyouflind  pinselten^  Im 

renld  shoes  and 300 bowling  balls. 

You  aln^ady  know  you  can  find  a  gocxl  bowling  alley  in  our  regular  Paeific  Bell  SMART  Yellow  Pages. 
But  if  th(^  sport  of  making  a  living  recjuires  bowling  machinery,  industrial  gusher  pumps,  or  laser 
suppliers, you'll  find  the  Pacific  Bell  SMART  Yellow  Pages"  Business  Buyers  Guide"  the  most  c  omplete 
and  far-reaching  business  directory  in  Northern  California. 

Because  whatever  business  you're  in,  there  are  over  70,000 
listings  Irom  26  directories  for  everything  a  business  needs  to 
conduct  business.  Nothing  else.  Just  business. 

The  Pacific  Bell  SMART  Yellow  Pages  Business  Buyers'  Guide. 
For  your  copy  or  to  advt^rtise  call  1-800-848-8000.  Now  you  can  do 
all  your  business  by  the  book. 
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.APITAL-GAINS  CUTS:  NEW  LOOK, 
AME  DIM  PROSPECTS 


Since  taking  office,  President  Bush  has  been  stung  by 
criticism  that  he's  walked  away  from  campaign  prom- 
ises, including  his  pledge  to  slash  the  tax  rate  on  capital 
li  lins.  So  the  Administration  is  cooking  up  some  schemes  to 
j'  vive  the  capital-gains  cut.  Congress  is  responding  as  if  it  had 
i  len  served  yesterday's  oatmeal. 

Bush  has  proposed  slashing  the  top  rate  on  gains  to  15% 
:  om  33%' — but  only  for  stocks  and  other  financial  paper.  Now, 
■easury  Secretary  Nicholas  F.  Brady  is  hinting  that  he  would 
j  nsider  extending  the  plan  in  future  years  to  depreciable 
1  sets,  such  as  timber  and  real  estate.  The  goal  is  winning  the 
i  icking  of  some  key  lawmakers  who  have  so  far  opposed  the 
I  nited  cut  in  capital-gains  taxes.  One  target:  Oregon's  Bob 
j  ickwood,  ranking  Republican  on  the  Senate  Finance  Commit- 
i  e.  Packwood  has  vowed  to  kill  the  Bush  proposal  if  it  does 
'  it  include  more  generous  tax  treatment  for  timber. 

)STLY  BREAK.  So  far,  the  ploy  isn't  working.  Packwood  hasn't 
'  idorsed  the  cut  partly  because  it  might  lead  to  higher  individ- 
il  rates.  And  groups  such  as  the  National  Association  of 
I  jaltors  would  rather  focus  their  lobbying  efforts  on  tax 
;ues  they  regard  as  more  important,  namely  depreciation  or 
rtain  investment  losses. 

The  biggest  impediment  to  a  lower  rate  on  gains  is  the 
!  idget  deficit.  The  congressional  Joint  Tax  Committee  esti- 
ates  that  broadening  the  break  for  capital  gains  would  cost 
3  billion  over  the  next  five  years.  And  that's  in  addition  to 
e  $25  billion  it  would  cost  over  five  years  just  to  lower  the 
te  for  stocks  and  other  financial  assets. 
Even  the  Treasury,  which  believes  cutting  taxes  on  gains 
Duld  increase  revenues  by  encouraging  capital  investment, 
Irnits  that  extending  the  break  to  other  assets  would  cost 
lOut  $2  billion  a  year. 

The  plan  is  the  Administration's  second  try  in  recent  weeks 
revive  the  capital-gains  initiative.  Earlier,  senior  officials 
nted  that  Bush  might  be  willing  to  accept  a  hike  in  the 
deral  gasoline  tax  to  finance  a  cut  in  capital  gains.  But  the 
ggested  trade-off  is  bombing  on  Capitol  Hill.  Senate  Finance 
)mmittee  Chairman  Lloyd  Bentsen  (D-Tex.)  is  a  fierce  foe  of 


higher  gas  taxes.  And  senior  GOP  Finance  members — most  of 
them  Westerners  whose  constituents  rely  heavily  on  their  cars 
and  trucks — have  no  interest  in  the  plan.  Says  an  aide  to  one 
Republican  committee  member:  "Whoever  came  up  with  this 
one  has  got  to  be  on  drugs."  With  even  Republicans  unhappy, 
the  capital-gains  cut  is  unlikely  to  find  many  takers. 

By  Howard  deck  man 


BUSH  WON'T  GET  ANY  MILEAGE 
FROM  THIS  AUTO  COMPROMISE 


A key  characteristic  of  George  Bush's  style  is  his  pen- 
chant for  resolving  disputes  by  splitting  the  difference. 
But  this  passion  for  compromise  may  cost  the  Presi- 
dent an  opportunity  to  shore  up  his  environmental  credentials. 

Transportation  Secretary  Samuel  K.  Skinner  is  fighting  hard 
to  increase  the  federal  corporate  average  fuel  economy  (CAFE) 
standard  for  cars  from  26.5  to  27.5  miles  per  gallon  for  the 
1990  model  year,  and  he  has  strong  backing  from  the  Energy 
Dept.  and  the  Environmental  Protection  Agency.  But  some 
White  House  aides  fear  that  a  higher  mileage  standard  would 
mainly  benefit  Japanese  auto  makers.  Ideological  opposition  to 
regulation  is  also  playing  a  part.  Chief  of  Staff  John  H. 
Sununu  recently  invited  free-market  conservative  groups  to 
the  White  House  to  present  their  plea  for  scrapping  CAFE  and 
easing  other  regulations.  "Sununu  said  he  was  no  friend  of 
CAFE,"  recalls  one  participant,  Fred  L.  Smith  Jr.,  president  of 
the  Competitive  Enterprise  Institute. 

Sununu  may  settle  for  a  compromise  at  27  mpg.  General 
Motors  Corp.,  which  fears  it  would  have  to  trim  production  of 
big  cars  to  average  27.5  mpg,  says  it  can  live  with  27. 

The  trouble  is  that  1  mpg  is  such  a  small  bump  that  halving 
it  may  make  the  President  look  silly.  "Bush  has  tried  to  cut 
every  loaf  in  half,"  grumbles  one  conservative  activist.  "A 
compromise  means  he'll  have  both  sides  mad  at  him." 

By  Richard  Fly  with  Seth  Payne 


APITAL  WRAPUPI 


THE  PENTAGON 


Defense  Secretary  Richard  B.  Che- 
ney was  the  last  member  of  the 
iush  Cabinet  to  be  named,  but  he's 
naking  up  for  lost  time  by  moving 
iwiftly  to  assemble  his  team.  Solomon 
•  .  Buchsbaum,  an  executive  vice-presi- 
lent  of  AT&T  Bell  Labs,  is  Cheney's 
;hoice  to  head  one  of  the  Pentagon's 
ouchiest  jobs.  Buchsbaum  is  expected 
0  be  nominated  as  Under  Secretary 
or  acquisition.  The  job  was  created  by 
Congress  in  1986  to  tighten  civilian 
control  over  miltary  procurement  but 
las  never  lived  up  to  its  potential.  In 
mother  move  to  keep  Pentagon  brass 
)n  a  short  leash,  Cheney  has  asked 


David  S.  Chu  to  stay  on  as  assistant 
secretary  for  program  analysis  and 
evaluation.  Chu  angered  the  services 
by  leading  fights  to  kill  such  programs 
as  the  Marines'  V-22  tilt-rotor  aircraft. 

TAKEOVERS  

The  Senate  hasn't  given  up  efforts 
to  reduce  incentives  for  debt-fi- 
nanced corporate  buyouts  and  take- 
overs. Finance  Committee  Chairman 
Lloyd  Bentsen  (D-Tex.)  says  he's  still 
looking  for  a  formula  that  would  pi'o- 
vide  more  equal  tax  treatment  of  debt 
and  equity.  If  he  discovers  a  workable 
approach,  it  would  be  included  in  legis- 
lation, expected  to  pass  this  fall,  imple- 
menting the  fiscal  1990  budget  pact. 


THE  WHITE  HOUSE 


White  House  image-maker  Ste- 
phen M.  Studdert  has  been  hav- 
ing a  tough  time.  Supporters  of  Presi- 
dent Bush  claim  that  Studdert, 
assistant  to  the  President  for  special 
activities  and  initiatives,  hasn't  pro- 
duced much  of  either.  He  takes  the  rap 
for  the  recent  cross-country  swing  that 
earned  Bush  scant  press  attention. 
Some  colleagues  say  that  Studdert  set 
himself  up  for  the  criticism  by  becom- 
ing highly  visible  in  the  early  days  of 
the  Administration.  While  his  job 
doesn't  appear  to  be  on  the  line,  the 
backbiting  is  evidence  of  tension  on  the 
White  House  staff. 


iHINGTON  OUTLOOK 
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IS  THE  ERA 

)F  CHEAP  ASIAN  LABOR  OYER? 


ising  wages  and  union  strife  are  sending  some  companies  packing 


IMMhen  Tandy  Corp.  set  up  an 
W^^m  electronics  manufacturing  fa- 
cility  in  South  Korea  in  1972, 
e  lure  of  low-cost,  docile  Korean  labor 
as  an  obvious  attraction.  But  this  past 
arch,  Tandy  closed  its  factory  in  the 
ce  of  an  angry  anti-American  labor 
infrontation,  leav- 
g  1,400  workers 
thout  jobs.  In  addi- 
m  to  the  strife,  Ko- 
a's  labor  costs 
,ve  exploded,  ana  it 

longer  made  eco- 
mic  sense  to  make 
i\'-end  computer 
mponents  there. 
Today,  workers  in 
iSt  Asia  are  neither 
eap  nor  docile, 
ke  Tandy,  othet- 
S.  companies  whd 
ifted  manufactur- 

to  Asia's  Four  Ti- 
rs  to  reduce  costs 
i  suddenly  facing 

to  this  change, 
ide  from  Korea's 
lor  strife,  severe 
artages  of  workers  in  Singapore, 
ing  Kong,  and  Taiwan  are  forcing  pro- 
:tion  cutbacks  and  delivery  delays.  In 
;se  four  economies,  average  industrial 
ge  increases  have  ranged  from  327'  to 
)7'  since  1984  (table,  page  46).  Even  in 
iwan,  strikes  are  becoming  more  fre- 
mt,  affecting  such  companies  as  Ford 
'tor  Co. 

GRESSIVE  STRATEGIES.  Japanese  and 
i  ler  Asian  companies  appear  to  have 
eseen  the  challenges  of  rising  labor 
ts  more  quickly  than  many  Ameri- 
is  did.  They  have  moved  more  aggres- 
ely  to  make  more  technologically  so- 
sticated  products  at  home,  while 
fting  low-end  production  to  newly 
erging  countries.  Hong  Kong  compa- 
5  employ  more  industrial  workers  in 
na's  southern  Guangdong  province 
n  in  the  British  colony  itself.  Singa- 
ean  companies  are  making  a  big  push 
)  neighboring  Malaysia.  Korean  and 
wanese  companies  are  emerging  as 
jor  investors  in  Thailand,  the  Philip- 
es,  and  China.  And  the  Japanese  are 


pouring  billions  of  dollars  into  all  of 
these  countries. 

The  result  is  a  fundamental  change  in 
how  things  get  made  in  East  Asia.  Some 
U.  S.  companies,  such  as  Mattel  Inc.,  are 
shifting  manufacturing  back  to  America. 
Others  have  joined  the  parade  into  less- 


TO  STAFF  ITS  PHONE  PLANT  IN  SINGAPORE 
(ABOVE),  AT&T  HIKED  BENEFITS.  FORD  DID 
THE  SAME  TO  MOLLIFY  STRIKERS  IN  TAIWAN 


developed  Asian  countries  in  search  of 
ever  cheaper  labor. 

Still  other  businesses  are  being  forced 
to  find  workers  any  way  they  can.  When 
Seagate  Technology  moved  its  disk-drive 
production  to  Singapore  in  1983,  it  had 
no  trouble  hiring  300  workers.  But  to 
add  an  additional  1,000  line  operators  to 
today's  work  force  of  9,700,  Seagate  has 
to  send  recruiters  to  Singapore's  work- 
ing-class housing  projects.  It  offers  in- 


creased starting  salaries,  day-care  allow- 
ances, and  a  sign-up  bonus  of  as  much 
as  $250.  Likewise,  American  Telephone 
&  Telegraph  Co.,  which  makes  tele- 
phones in  Singapore,  is  offering  such 
benefits  as  higher  pay  for  late  shifts  to 
get  the  workers  it  needs  in  Singapore, 
while  switching  some 
of  its  production  to 
Thailand. 

CLEAR  CHANGE.  U.  S. 

investment  in  the 
P^our  Tigers  is  still 
increasing,  but  there 
is  a  marked  change 
in  strategy.  In  the 
old  days,  American 
I'ompanies  put  up  la- 
bor-intensive facili- 
ties, often  with  the 
|)urpose  of  shipping 
products  back  home. 
Mow,  the  invest- 
ments are  beginning 
10  concentrate  on 
technology-intensive 
V'  L^^^S^%  areas  and  on  crack- 
i\s    SlHflBil  I  '"^  booming  Asian 

*V  JB^^^^^^M  I  markets.  Numatics 

Inc.,  a  privately  held  Highland  (Mich.) 
company  with  about  $200  million  in 
sales,  plans  to  start  assembling  valves  in 
Taiwan  this  year  for  industrial  automa- 
tion equipment.  "Our  purpose  in  build- 
ing there  is  to  serve  the  [Asian]  market, 
not  to  import  back  into  the  U.  S.,"  says 
President  John  Welker. 

Worst  hit,  by  far,  are  U.  S.  manufac- 
turers in  Korea,  which  is  facing  the  se- 
verest labor  crisis  in  its  history  (page 
55).  Radical  labor  leaders  have  taken 
charge  of  many  unions,  and  about  50 
labor  disputes  have  broken  out  at  for- 
eign plants  so  far  this  year.  Besides 
Tandy,  the  disruptions  have  hit  IBM,  Mo- 
torola, Pico  Products,  American  Life  In- 
surance, and  Fairchild  Semiconductor. 
Although  IBM  solved  its  problem  quickly 
by  recognizing  a  new  union,  others 
couldn't  cope.  Pico  Products  shut  down  a 
plant,  and  on  May  3,  Fairchild  an- 
nounced that  it,  too,  would  close  its  plant 
and  negotiate  a  severance  package  for 
271  workers. 
The  strife  is  taking  on  an  increasingly 
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political  hue.  U.  S. 
companies  "came 
here  for  cheap  la- 
bor, and  that  means 
exploitation  of  Kore- 
an workers,"  says  a 
leaflet  distributed 
by  the  Tandy  union. 
The  result:  Many 
U.  S.  executives  are 
rethinking  their  de- 
cisions. "You  should 
not  come  to  Korea 
unless  you  have  to," 
says  one  American  executive. 

In  the  other  three  tigers,  strikes  are 
fewer  and  almost  never  turn  violent. 
Still,  since  martial  law  was  lifted  in  mid- 
1987,  labor  activism  has  increased  in  Tai- 
wan, affecting  the  auto,  textile,  paper, 
and  electronics  industries.  This  year,  the 
number  of  disputes  doubled,  hitting  not 
just  manufacturers  but  also  transporta- 
tion companies  and  even  a  duty-free 
shop  at  Taipei's  airport. 

Ford  has  been  a  prominent  target  in 
Taiwan.  Its  70%-owned  Taiwan  subsid- 
iary. Ford  Lio  Ho  Motor  Co.,  was  hit  by 
strikes  or  slowdowns  this  year  and  in 
1988.  In  both  cases,  its  workers  demand- 
ed a  larger  percentage  of  corporate  prof- 
its, and  Ford  was  obliged  to  increase 
overall  compensation.  But  Ford  isn't 
complaining  too  loudly.  A  burst  of  con- 
sumer spending  helped  boost  its  sales  in 
Taiwan  last  year  by  a  remarkable  70%. 

Labor  shortages,  rather  than  strikes, 
are  the  biggest  problems  for  U.  S.  com- 
panies in  Taiwan,  Hong  Kong,  and  Sin- 
gapore. In  all  three,  strong  economic 
growth  has  increased  demand  for  work- 
ers far  faster  than  the  population  can 
supply  them.  Taiwan's  manufacturing 
sector  alone  is  short  some  200,000  work- 
ers, especially  in  footwear,  construction, 
knitwear,  and  toys.  Hong  Kong  also  has 
about  200,000  vacancies,  and  its  con- 
struction, hotel,  retail,  and  garment  in- 
dustries are  suffering.  Even  in  tiny  Sin- 
gapore, the  shortfall  has  reached  80,000. 
RUDE  SHOCK.  In  Taiwan  and  Korea,  the 
labor  problem  is  compounded  by 
strengthened  local  currencies.  Lee  Ja- 
cobs, general  manager  at  the  Taiwan 
subsidiary  of  Illinois-based  Electro  Mag- 
netic Devices  Inc.,  says  the  latest  rise  of 
the  New  Taiwan  dollar,  to  about  4(t,  an 
increase  of  6%  in  less  than  a  week,  has 
driven  his  costs  too  high.  'T  don't  know 
what  I'm  going  to  tell  my  customers"  in 
the  U.  S.,  he  says.  If  he  can't  move 
some  production  to  a  cheajier  labor  coun- 
try, he  worries  that  "we  will  cease 
to  exist." 

Wyse  Technology  also  got  a  rude 
shock.  Early  last  year,  it  started  up  a 
new  factory  making  personal  computers 
in  Hong  Kong.  Initially,  Wyse  was  able 


THE  EXPLOSION 
IN  ASIAN  LABOR  COSTS 


Average  industrial 
monthly  wage 

1984  1988 

Percent 
increase 

SOUTH  KOREA 

$302 

$633 

110% 

TAIWAN 

325 

598 

84 

HONG  KONG 

363 

544 

50 

SINGAPORE 

416 

547 

32 

DATA  BW 

to  hire  550  workers 
quickly  because  it 
took  over  the  pre- 
mises of  a  toy  fac- 
tory that  had  closed 
down.  But  wages 
have  already  risen 
15%  to  207'  ,  to  about 
$350  a  month  for  an 
entry-level  operator. 
After  the  Chinese 
New  Year  in  Febru- 
ary, the  plant  lost 
about  100  workers, 
and  manager  Garwing  Wu  is  still  trying 
to  replace  them.  "If  people  are  using 
labor  cost  as  their  primary  reason  to 
come  to  the  Far  East,  they're  making  a 
mistake,"  says  Wu. 

White-collar  workers,  too,  are  increas- 
ingly hard  to  find  in  Hong  Kong,  Singa- 
pore, and  Taiwan.  In  Hong  Kong,  the 
problem  is  exacerbated  by  a  serious 


brain  drain:  Last  year,  about  45,000  pel 
pie  emigrated  from  the  colony  becausij 
of  uncertainty  about  the  future  afu'j 
1997.  Singaporeans,  too,  are  fleeing  m 
pressures  and  rigidities  of  life  at  hoir| 
for  jobs  abroad. 

The  labor  pressures  that  Americsl 
companies  are  facing  in  the  Four  Tigei 
also  apply  to  the  Japanese.  But  therel 
an  important  difference.  Although  tn 
currencies  of  Taiwan,  Korea,  and  Singj 
pore  have  strengthened  against  the  U. 
dollar,  they  have  weakened  against  tH 
yen.  So  production  costs  there  are  sti 
cheap  by  Japanese  standards.  What's  J 
timately  at  stake  for  American  compi 
nies  as  they  scramble  to  reposition  them 
selves  in  Asia  is  whether  they  aiis 
moving  fast  enough  to  keep  up  with  tlj 
Japanese. 

By  Dori  Jones  Yang  in  Hong  Kong  or 
Laxmi  Nakarmi  in  Seoul,  with  Dirk  Beri, 
nett  in  Taipei  and  bureau  reports 


MEXICO  I 


MARCHING  IN  MEXICO  CITY:  LABOR  STRIFE  MAY  DISRUPT  TALKS  TO  REDUCE  THE  COUNTRY'S  DEB 


WHY  SALINAS  MUST 
TAME  THE  TEACHERS 


He  needs  to  quell  their  strike  before  it  sparks  other  protests 


I 


n  a  balcony  above  the  May  Day  pa- 
rade, Mexican  President  Carlos  Sali- 
nas de  Gortari  looks  on  as  more  than 
100,000  workers  file  peacefully  below. 
Staged  as  elaborately  as  a  Cecil  B.  De 
Mille  movie,  the  parade  is  meant  to  deliv- 
er a  message:  Even  in  an  economic  cri- 
sis, the  President  can  count  on  the  undi- 
vided support  of  Mexican  workers.  But 
Salinas  knows  better.  From  his  post,  he 


can  also  see  the  helmeted  police,  wit 
their  Plexiglas  shields  and  Doberma; 
pinschers,  keeping  dissident  workeri 
from  spoiling  the  show.  ' 

Salinas  faces  major  labor  trouble.  H 
has  lost  control  of  Latin  America's  larj 
est  union,  the  Mexican  teachers.  Wildes 
strikes  by  teachers  since  mid-April  havj 
shut  most  of  Mexico  City's  schools  an 
others  in  outlying  states.  The  teacher. 
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uill  was  hand  sculpted  with  Georgia-Pacific  paper. 


tpeo] 
ere 


ia-Padfic, 

leringour  nest  with  over  $800  million  in  printing  paper  sales. 


Georgia-Pacific  has  now  become  one  of  the  world's 
largest  suppliers  of  uncoated  printing  and  writing  paper. 

Already  we  have  one  of  the  world's  largest  white 
paper  machines,  that  produces  over  650  tons  per  day.  And  with 
our  new  machine  in  Port  Hudson,  Louisiana,  now  on  line,  we  are  well 
positioned  to  become  an  even  more  influential  comp)etitor  in  a  market 
that  is  expected  to  grow  at  a  rate  twice  that  of  the  GNP. 

Containerboard.  Packaging.  Tissue.  Market  pulp.  Printing  and 
writing  papers.  Combined,  they  generated  nearly  $3.5  billion  in 
sales  and  upwards  of  $600  million  in  operating  profits  in  1988. 

And  considering  the  way  things  are  going,  pulp  and  paper 
will  continue  to  be  a  highly  profitable  feather  in  our  cap  for  many 
years  to  come. 


^1989  Georgia-Pacific  Corporation. 
'  All  Rights  Reserved. 


Georgia-F^cific  ^ 

Savvy  Vrom  the  ground  up! 


Craftsmanship  so  fine, 
it's  warranted  to  tlie  21st  centflria 


r 


here  is  a  lot  to  be  said  for  a 


watch  that  can 
e  up  to  a  classic  i 
il.  Or  in  our  case, 
;een  classic  dials. 

Let  us  begin,  as  few  other 
tchmakers  would,  with  the 
ck  of  the  watch.  The  back  of  a 
irit"  watch  has  the  same  mirror 
ght  finish  as  the  front  bezel  - 
!  result  of  a  patented  process. 


MMNTED  TO  JANUARY  1, 2001 
1123M 

ATRICK  HILLtlAN 

ffinated  by  NASA,  that  com- 
ics the  durability  of  titanium 
h  the  warmth  of  gold. 

Detailing  on  a  Noblia®  watch 
lOt  confined  to  the  dial.  Some- 
ag  as  insignificant  to  other 
;chmakers  as  a  winding  stem  is 
IS  a  full,  coin-edged  cabochon 
wn,  set  with  onyx. 

Nor  have  we  neglected  the 
ts  of  the  timepiece  that  don't 
p  time.  Our  bands  are  fash- 


ioned only  from  genuine  lizard 
or  crocodile  or  peccary  (the 
finest  glove-grade  pigskin), 
and  even  the  narrowest  straps 
are  padded  and  finely 
stitched  for  comfort 
and  good  looks. 
(Bracelet  version 
ol  Spirit  watches 
are  joined  with  a 
jewelry  clasp  that  has 
been  engraved  with  the  makers 
mark,  a  sign  of  nothing  but  pridt 

This  painstaking  approach 
to  watchmaldng  reflects  an  era 
when  craftsmanship  was  a  given: 
when  the  moon 
wasn't  a  desti- 
nation; and  when  time  was 
measured  by  the  slow  sweep  of  a 
second  hand  over  Roman  numer- 
als on  a  mother-of-pearl  dial. 

But  unlike  its  mechanical 
forebearers,  a  Spirit  watch  is  water 


resistant  to  three  atmospheres 
(99  feet).  And  it  is 
equipped  with  a 
quartz  movement 
so  accurate  it 


may  take  years  ^ 
before  the  loss  of 
even  a  few  seconds 
can  be  detected  bv  its  owner. 

And  so  it  is  only  fitting 
that  a  timepiece  from  Noblia  be 
protected  by  the  most  remark- 
able warrantv  of  our  time:  One 
that  lasts  until  the  year  2001.* 
Upon  registration,  Noblia  owners 
will  rcccixc  a 


personalized  gold 
card  embossed  with  their  name 
and  warranty  number.  Classic 
timepieces  were  always  designed 
to  last;  it  is  time  thev  were  con- 
structed  that  way. 


NOBLIA 

SPIRIT 


Page  Jewelers 


KrigePs  Jewelers 


Samuels 

Kay  Jewelers  Long's  Jewelers  Karten  s  Jewelers 

Gem  Jewelers  Bullock  &  Losee  Saslow  s  Jewelers 

Fox  Jewelers  Potaskv  Jewelers  Brendan  Jewelers 


Wehmueller  Jewelers 
Don  Roberto  Jewelers 
Diamond  Designs  Inc. 
J.  B.  Robinson  Jewelers 


Warranted  to  the  Year  2001. 

Armstrongs  Diamond  Center 
Barlow  &  Eaton  Fine  Jewelers 
Aliens  &  Ringmakers  Jewelers 
Meyer  Treasure  Chest  Jewelers 


Shifrin  Jewelers     Merksamer  Jewelers     S  &  N  Katz  Fine  Jewelers     J.  C.  Keepsake  Diamond  Center 


"For  details,  see  manufacturer's  warranty. 
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are  demanding  a  lOO'/(  pay  hike  and  the 
right  to  choose  their  own  leaders.  But 
the  Sahnas  administration  says  it  cannot 
afford  such  huge  pay  increases.  And  it 
is  worried  that  the  teachers'  movement 
for  greater  independence  will  spread  to 
other  groups,  such  as  the  1  million- 
strong  government  workers'  union. 

The  teachers,  says  Mexico's  labor  pa- 
triarch Fidel  Velazquez,  89,  could  loosen 
"an  avalanche"  of  unrest.  That  could  dis- 
rupt talks  to  cut  the  country's  $100  bil- 
lion foreign  debt.  Big  pay  hikes  might 
also  upset  Mexico's  17-month-old  anti- 
inflation  pact.  "The  final  measure  of  this 
will  be  its  eff'ect  on  inflation,"  says  Carl 
D.  Ross,  a  consultant  in  Mexico  City. 

The  teachers'  struggle  finds  Salinas 
rushing  to  catch  up  with  events.  He 
stuck  too  long  with  the  teachers'  union 
leader,  Carlos  Jonguitud  Barrios,  who 
kept  an  iron  grip  on  the  1.2  million-mem- 
ber union  for  17  years.  Jonguitud  held 
wages  below  $200  a  month,  and  his 
strong-arm  tactics  exasperated  the  rank 
and  file.  They  went  on  strike  on  Apr.  19. 
DAMAGE  CONTROL?  Salinas  did  not  dis- 
miss Jonguitud  until  a  week  later — too 
late  to  appease  union  members.  His  re- 
placement, Elba  Esther  Gordillo,  was  re- 
jected by  strikers  because  of  her  associa- 
tion with  Jonguitud.  A  government  off'er 
to  raise  salaries  257(  was  also  turned 
down.  Over  the  May  Day  weekend,  the 
administration  took  the  battle  to  the  air- 
waves, rebuking  teachers  in  TV  ads.  But 
the  instructors  took  to  the  streets,  ridi- 
culing Salinas  with  their  chant:  "We're 
going  to  pull  out  baldy  by  the  ears." 

Salinas'  failure  with  the  teachers  con- 
trasts with  his  earlier  success  with  the 
oil  workers'  union.  While  a  submissive 
rank  and  file  looked  on,  the  President 
sent  corrupt  leaders  to  jail.  But  although 
power  in  the  oil  union  is  wielded  from 
the  top,  the  teachers'  strength  perco- 
lates from  below — far  from  the  levers  of 
presidential  power.  "The  oil  workers 
were  cold,"  says  Jose  Domingo  Betan- 
zos,  a  teacher  from  the  state  of  Chiapas. 
"We're  hot." 

The  government's  challenge  now  is  to 
keep  the  heat  from  spreading.  More 
strikes  could  erode  the  administration's 
popularity  as  it  heads  into  state  and  city 
elections  this  summer.  Worse,  rising  un- 
rest could  push  Salinas  to  use  force,  an 
option  he  has  so  far  avoided. 

Talks  with  the  teachers  continue 
around  the  clock.  The  257'^  pay  hike  on 
the  table  is  more  than  other  unions  have 
won.  But  by  striking,  teachers  are  fight- 
ing to  wrest  control  of  their  union  from 
the  government.  If  they  succeed,  others 
will  follow.  That's  one  lesson  Salinas 
doesn't  want  labor  to  learn. 

By  Stepheit  Baker,  with  Michael  Zellner, 
in  Mexico  City 


ISRAELI 


MEDIA  BARONS  ARE  MAKING 
PII6RIMAGES  TO  JERUSALEM 


The  Jerusalem  Post  is  the  latest  paper  to  draw  a  bevy  of  bidders 


esperate  for  cash,  Israel's  Koor 
Industries  was  all  set  last  De- 
cember to  sell  its  majority  inter- 
est in  the  influential  Jerusalem  Post  for 
a  mere  $900,000  to  a  New  York-based 
investment  group.  But  the  conglomer- 
ate's directors  had  second  thoughts. 
Why  not  open  the  bidding  for  Israel's 
only  English-language  daily  to  all  inter- 
ested buyers?  To  the  directors'  surprise, 
they  touched  off  one  of  the  nation's 
fiercest  takeover  battles  vet. 


HAWKING  THE  POST:  PREDATORS  SEE 
GROWTH  POTENTIAL  AND  POLITICAL  CLOUT 


Global  press  barons  have  suddenly 
taken  a  keen  interest  in  Israeli  media 
properties.  The  predators  are  attracted 
by  the  growth  potential  of  newspapers 
such  as  the  Post  and  by  the  political 
influence  they  command.  Even  though 
the  Post  lost"  $200,000  on  $20  million  in 
sales  last  year,  British  media  magnate 
Robert  Maxwell  and  Canadian  financiers 
Charles  R.  Bronfman  and  Conrad  M. 
Black  all  entered  the  contest.  On  Apr. 
27,  Toronto's  Hollinger  Inc.,  controlled 
by  Black,  emerged  as  victor.  Unlike  his 
rivals  for  the  paper.  Black  comes  from 
outside  the  Jewish  business  Establish- 
ment. But  Hollinger's  $17.3  million  bid 
for  a  787'  stake  in  the  Post  beat  the 
other  offers  by  as  much  as  $10  million. 


The  sale  of  the  Post  caps  a  series^ii 
moves  that  are  changing  the  face  of  Is- 
raeli media.  Last  August,  Maxwell  pld 
$8  million  for  a  337  stake  in  Ma'ap, 
Israel's  No.  2  Hebrew-language  da/. 
Then  in  March,  Arye  Genger,  a  multiilj- 
lionaire  associate  of  Rapid-Ameri(ln 
Corp.'s  Chairman  Meshulam  Rik,, 
bought  control  of  Haolam  Hazeh,  a  c;- 
ter-left  weekly.  The  sale  sparked  an  > 
roar  because  Genger  has  close  ties  o 
Israel  Commerce  &  Industry  Minisjr 
Ariel  Sharon,  the  country's  leadg 
hawk.  Genger  now  wants  to  buy  hk- 
fim,  Israel's  leading  business  weekly 

•TREMENDOUS  NETWORK.'   Of   all  thle 

deals,  the  Post  sale  is  most  signific&t, 
because  the  paper's  international  ina- 
ence  exceeds  that  of  Hebrew  dail5. 
King  Hussein  of  Jordan  is  said  to  bejn 
avid  reader.  The  Post's,  profitable  wel- 
ly international  edition,  with  a  circti- 
tion  of  65,000,  is  an  important  Isnli 
voice  among  U.  S.  and  European  Jes, 
whose  support  is  key  to  Israeli  polio;' 

Black  is  likely  to  build  on  that  pi5- 
ence.  Already,  Hollinger  controls  200  J- 
pers  in  North  America  and  the  Day . 
Telegraph  in  London.  "That's  a  tremii-' 
dous  network  for  distributing  and  f> 
moting  the  Post,"  says  attorney  Daial 
W.  Colson,  who  negotiated  the  Post  dd. 
While  Black  aims  for  expansion,  Bt- 
ain's  Maxwell  and  Canada's  Bronfnn 
are  left  disappointed.  They  had  teanid  \ 
up  to  bid  for  the  Post,  mounting  a  Ciii- 
paign  to  sway  Israeli  politicians  id 
Koor  board  members.  But  Maxwes 
support  of  Israel's  Prime  Minister  i- 
hak  Shamir,  leader  of  the  center-ri.it 
Likud  Party,  scored  few  points  with  e 
Post's  editorial  board,  which  backs  e 
Labor  Party.  Despite  losing  the  11 
Maxwell  remains  Israel's  single  largst 
foreign  investor,  after  spending  $76  il- 
lion  on  stakes  in  electronic  and  phara- 
ceutical  companies  in  the  past  year. 

Now  that  the  Post  deal  has  b^n 
sealed,  the  betting  in  Israel  is  that  ot:r 
papers,  such  as  Yedioth  Aharoyioth,  e 
country's  best-selling  daily,  could  e 
next  on  the  auction  block.  With  interi- 
tional  predators  willing  to  pay  hlh 
prices,  the  battle  for  the  hearts  ;d 
minds  of  Israelis  is  far  from  over. 

By  John  Rossant  in  Rome  and  A'i 
Sandler  in  Jerusalem,  with  Chuck  H'> 
kins  in  Toronto 
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Kood  help  isrft  hard  to  find.  If  s  waiting 
in  Kne  at  the  fax  machine. 


Does  it  ever  seem  like  the  people  who  work  for 
i  ou  are  spending  more  time  at  the  fax  machine 
mdless  time  attheir  desks? 
''  With  Western  Union's  OfficeAccess^'  software 
*  nd  electronic  messaging  services  you  can  keep 
mm  out  of  the  fax  lines.  It  allows  anyone  in 
cour  office  to  send  fax  directly  from  the  desktop 


terminal  where  the  message  was  composed. 

With  OfficeAccess  software  on  your  current 
terminal  system,  you  can  communicate  with 
your  customers,  your  suppliers,  your  field  offices 
and  the  general  public  through  electronic  mail, 
telex,  and  Western  Union's  Priority  Mail  Serv- 
icesf  as  well  as  fax.  And  you  can  do  it  all  from 

WESTERN 
UNION 


any  terminal  in  your  office. 

WTiether  you're  using  IBM,  DEC,  Wang,  Apple 
or  almost  any  other  system,  OfficeAccess  can  give 
you  a  smarter,  more  efficient  office. 

Call  Western  Union  at  1-800-247-1373,  Dept. 
140.  And  find  out  how  to  help  your  bottom  line  by 
keeping  your  employees  out  of  the  fax  line. 

OFFICE 
ACCESS 
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Innovation  THE  ZULUS  AND 


ELECTRONIC  WARFARE 


British  a 

under  Lord  Chelmsford  invaded  Zululand  in  south 
Africa  to  ciainn  it  as  Crown  property.  The  campa 
was  expected  to  be  over  before  the  month  was  oi 

But  the  Zulus  proved  to  be  no  walkovers. 

Among  their  many  military  talents  was  their 
of  deception.  One  trick  was  for  an  impi  (the  equiva 
of  a  division)  to  condense  its  formations  so  the  ene 
could  not  count  its  regiments.  Another  was  to  h 
small,  diversionary  groups  of  soldiers  drive  herd 
cattle  around  the  countryside,  raising  dust  and  de( 
ing  the  enemy  as  to  the  location  of  the  main  Zulu  fc 


Idgoosfi 

leaiiv/n'e,t' 


The  Battle  of  Isandhlwana  Charles  Fripp.  1885,  The  National  Army  Museum,  London 


inn 


Utilizing  such  deceptive  tactics,  the  Zulus  misled 
)lmsford  into  splitting  his  army  and  taking  half  of 

j  1  a  wild  goose  chase  to  the  southeast. 

j  Meanwhile,  from  the  north,  the  main  Zulu  impi 
0,000  attacked  the  remainder  of  the  English  force 
xed  at  the  base  camp  at  Isandhlwana.  The  sur- 
e  was  complete.  The  British  were  massacred.  And 

I  ilmsford,  heanng  of  the  disaster,  retreated  to  Natal. 

I  The  Zulus  were  applying  a  timeless  principle  of 
fare.  Deception.  A  sin  in  everyday  life,  in  time  of 
a  virtue.  In  the  late  20th  century  it  has  become 
jntial. 

Nowadays,  the  primary  medium  of  this  realm  of 
iare  is  electronic.  Planes,  tanks,  ships,  helicopters 
I  ave  electronic  means  of  finding  the  enemy  or  pre- 


venting him  from  finding  themi.  Modern  battle  now, 
more  than  ever,  favors  the  side  with  the  most  effective 
electronic  technology 

While  the  Zulus  used  deception  to  help  them  win 
a  battle,  that  tactic  is  now  interwoven  into  every  aspect 
of  defense.  From  the  movement  and  intentions  of  vast 
forces,  down  to  individual  encounters  between  aircraft 
or  tanks,  electronic  deception  is  decisive. 

But  beyond  this,  electronic  technology  becomes 
decisive  on  the  grand  strategic  level.  For  it  is  part  of 
the  deterrence  that  compels  potential  enemies  to  find 
ways  to  be  friends. 

^=yLockheec/ 

Giving  shape  to  imagination. 


Lux  One-Fam,  138  Cu  Ft,  W/W Carpet, 
Magnif  Liv  Spce,  4-Drs,  Hi  Ceil,  Easy 
Commute  City/Shppg/ Wilderness.  New. 


Its  good  to  find  something  that  rewards 
your  investment  as  handsomiely  as  the  new 
Montero. 

Consider  it  just  as  a  4x4:  automatic-locking 
hubs,  4-wheel  drive,  and  a  3.0-liter,  143  hp,  V-6 
powerplant  are  all  standard.  They  let  Montero 
take  you  out  where  the  Grt  Vus  are, 

In  comfort.  "Off-road,  the  Montero  handled 
the  rough  with  grace,"  reported  Motor  Trend, 
"courtesy  of  its  independent  suspension  with 
unequal-length  A-arms,  torsion  bars,  and  anti- 
roll  bar  in  front  and  solid  axle  witt^i  coil  springs 
in  back." 

But  there's  no  sense  in  achieving  such 
comfort  and  control  off-road,  only  to  feel  sorely 
out  of  place  on  the  highway  So  the  Montero's 
sophisticated  suspension  system  is  designed 


to  be  smooth-riding  on  the  paved  roads. 

Add  the  fact  that  the  4-door  Montero  provides 
nearly  a  third  more  interior  cargo  space  than 
Jeep  Cherokee  or  Isuzu  Trooper  II,  and  you'll 
see  why  Motor  Trend  ultimately  chose  it  Top 
Buy  in  the  Sport/Utility  Class  for  1989. 
All  this,  and  so  Vry  Rsnably  Prod  at  only  $17,099* 
Call  1-800-447-4700  for  your  nearest 
Mitsubishi  Motors  dealer. 

•Mlt  S',uyg  f(-l.3il  piiCf  Ar  lu,3l  price 'jC-I  by  dlrs  Fax,  lie  ,  Ireight.  dl(  options  and  charges  extra, 
(Montfro  shown  with  optional  alloy  wheels— M  S  R  P  $464  ) 
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SUDDENLY  THE  OBVIOUS  CHOICE" 
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international  Outloo 
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NPIDMACY,  GORBACHEV-STYLE, 
LOOKS  LIKE  A  WINNER  IN  BEIJING 


rhe  May  15-18  summit  in  Beijing  between  Soviet  President 
Mikhail  S.  Gorbachev  and  Chinese  leader  Deng  Xiaoping 
will  underscore  the  vast  changes  in  Communism  since 
959,  when  a  bitter  rift  between  their  countries  split  the  Com- 
lunist  bloc.  For  both  men,  it  will  be  a  political  milestone: 
robably  the  84-year-old  Deng's  last  international  role  and,  for 
orbachev,  a  big  step  in  expanding  Soviet  political  and  eco- 
omic  influence  in  the  Far  East.  That  is  why  both  sides  are 
laying  down  Moscow's  failure  to  completely  remove  the  three 
Dbstacles"  that  Beijing  insisted  had  to  be  cleared  away  before 
jlations  could  be  normalized.  These 
ere  Soviet  intervention  in  Afghanistan, 
insions  along  the  Sino-Soviet  border, 
ad  Cambodia's  occupation  by  Vietnam, 
Soviet  client.  Moscow's  ongoing  arms 
ipplies  to  Afghanistan  and  uncertainty 
30ut  Vietnam's  promised  pullout  from 
ambodia  will  create  undercurrents  of 
■nsion  at  the  summit. 
What  Gorbachev  and  Deng  hope  to 
;hieve  by  renewing  normal  ties  be- 
veen  the  Communist  giants  are  mostly 
'Gnomic  gains:  ending  the  heavy  cost  of 
val  military  buildups  along  their  3,000- 


STUDENT  PROTESTS  ARE  A  REBUFF  TO  DENG 


ile  border  and  spurring  their  economies  through  stepped-up 
ade  and  investment.  Gorbachev  plans  to  remove  200,000 
oops  facing  China  as  part  of  the  10%  cutback  in  Soviet 
ilitary  manpower  that  he  announced  last  December.  And 
aina's  1989  budget  cuts  real  military  outlays  for  the  10th 
msecutive  year.  Economic  links,  too,  are  already  expanding, 
•ade  and  joint  ventures  are  booming,  for  example,  between 
lina's  Heilongjiang  province  and  the  Soviet  Far  East,  which 
ans  to  import  10,000  Chinese  construction  workers  this  year. 
lESH  HAND.  For  the  U.  S.,  the  warmup  between  the  Asian 
ants  crimps  its  ability  to  exert  influence  by  playing  the 
'hina  card"  in  relations  with  Moscow.  Although  China  is  far 
0  big  to  manipulate,  the  U.  S.  took  advantage  of  the  Commu- 
st  split  to  encourage  China  to  expand  trade  and  other  ties 


with  the  West.  And  by  providing  military  aid,  the  U.  S.  helped 
China  meet  Soviet  military  pressure  along  its  borders.  Now, 
although  Beijing  still  needs  Western  technology  and  markets, 
it  sees  normal  Soviet  ties  as  a  chance  to  diversify  its  economic 
relations — including  a  recent  proposal  to  acquire  a  nuclear 
power  plant  from  Moscow.  Beijing  is  still  wary,  however,  of 
Soviet  suggestions,  outlined  by  Deputy  Premier  Igor  Roga- 
chev,  for  an  Asian-Pacific  security  system  based  on  the  "com- 
bined efi'orts  of  all  the  states  located  there."  China  sees  this 
as  a  Soviet  bid  for  an  expanded  role  as  a  Pacific  power,  aimed 
partly  at  building  links  to  Japan. 

For  Deng,  Gorbachev's  visit  carries 
more  symbolism  than  the  Chinese  leader 
bargained  for.  As  a  member  of  the  Long 
March  generation  that  broke  with  the 
Soviets,  he  is  showing  political  flexibility 
by  reconciling  with  Moscow.  But  sudden- 
ly, Deng's  authority  has  been  been  se- 
verely challenged  by  recent  student 
demonstrations  in  a  dozen  cities  demand- 
ing democracy.  The  students  are  in- 
spired by  Gorbachev's  glasnost — show- 
ing Deng  that  his  brand  of  authoritarian 
socialism  is  obsolete. 
For  Gorbachev,  the  meeting  will  be  only  the  latest  example 
of  his  technique  of  scoring  political  gains,  as  he  has  done  in 
Europe,  by  reducing  Soviet  threats  and  offering  concessions — 
in  sharp  contrast  to  his  Kremlin  predecessors'  preference  for 
force  and  bullying.  In  the  past,  the  main  result  of  Soviet 
military  muscle-flexing  and  interventions  was  to  push  China, 
South  Korea,  and  Japan  closer  to  the  U.  S.  Now  South  Korea 
is  also  becoming  an  important  trading  partner  and  prospective 
investor  in  the  Soviet  Far  East  and  Siberia. 

The  Beijing  summit  is  a  major  move  in  Gorbachev's  strategy 
for  easing  conflicts  and  removing  diplomatic  roadblocks.  His 
approach  has  drastically  altered  Europe's  political  landscape — 
and  seems  likely  to  reshape  Asia's  as  well. 

By  Dinah  Lee  in  Beijing 


LOBAL  WRAPUPI 


;OUTH  KOREA 


rhe  death  of  six  policemen  at  the 
hands  of  radical  students  threatens 
0  transform  South  Korea's  deepening 
)olitical  crisis  into  open  conflict  be- 
ween  extremists  on  both  ends  of  the 
pectrum.  Students  in  the  port  city  of 
'usan  ignited  a  fire  that  killed  the  po- 
icemen  on  May  3  as  they  tried  to  res- 
ue  student-held  hostages. 
Labor  leaders  and  political  dissidents 
lave  joined  student  radicals  in  trying 
0  bring  down  President  Roh  Tae  Woo. 
'hey  are  ignoring  appeals  for  modera- 
ion  from  opposition  leaders  Kim 
foung  Sam  and  Kim  Dae  Jung.  In  re- 
ponse,  conservatives  and  the  military 


are  pressuring  Roh  to  crack  down. 
They  see  the  leftist  activity  as  being 
inspired  by  communist  North  Korea. 
After  the  Pusan  incident,  Roh  warned 
in  a  TV  address  that  he  may  declare  an 
emergency,  which  could  bring  troops 
onto  campuses  and  into  factories. 

Most  alarming  for  Roh  is  his  loss  of 
support  among  middle-class  backers, 
who  see  him  as  indecisive.  Since  he 
took  office  in  February,  1988,  student 
unrest  has  intensified  and  labor  actions 
have  become  more  radical.  In  a  news- 
paper poll,  40%  of  respondents  said 
Roh  has  failed  to  perform.  His  most 
immediate  crisis  is  the  threat  of  a 
general  strike.  With  radicals  dominat- 
ing unions  in  key  industries,  such  a 


walkout  could  cripple  the  economy. 

Even  moderate  opposition  leaders 
acknowledge  that  pro-North  Korean 
groups  are  fomenting  at  least  part  of 
the  turmoil.  In  a  statement  on  Apr.  26, 
three  opposition  leaders  distanced 
themselves  from  Chonminnyun,  a  new 
group  that  seeks  to  overthrow  the 
South's  capitalist  system  and  reunite 
the  peninsula  under  communist  rule. 

In  coming  weeks,  Roh  will  have  to 
deal  firmly  with  labor  and  campus  un- 
rest, while  bringing  former  President 
Chun  Doo  Hwan  to  testify  on  charges 
of  corruption  and  repression.  At  stake 
is  Roh's  ability  to  hold  Korea's  fragile 
democracy  together. 

By  Laxmi  Nakarmi  in  Seoul 
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"Digitals  desktop 
computing  gives 

the  Virginia 
Department  of 
Transportation 

the  perfect 
vehicle  for  the 
21st  century" 


"Digital's  distributed  desktop 
computing  systems  and  ALL-IN- 1™ 
integrated  office  and  information  sys- 
tem give  us  the  productivity  and 
expandability  to  meet  the  transporta- 
tion challenges  of  the  next  centuw. 

"The  system  has  been  more  than 
accepted,  it's  been  welcomed.  Now 
management  has  access  to  the  infor- 
mation they  need  right  from  their 
desks,  and  our  field-level  people  have 
a  desktop  network  that  enables  them 
to  provide  better  services  to  the  peo- 
ple of  Virginia. 

"Digital's  system  helps  us  be  more 
productive.  We're  not  only  taking  on 
more  projects,  we  need  fewer  people 
per  project.  And,  we  can  easily  grow 
to  handle  future  needs. 

"Virginia  leads  other  state  trans- 
portation departments  in  the  scope  of 
its  desktop  computing  environment. 
\XTien  we  tell  other  states  what  we're 
doing,  it  just  blows  their  minds.  We're 
on  the  leading  edge  of  technology. 
Light  years  ahead." 

The  rewards  of  working  together. 

Digital's  approach  to  desktop  com- 
puting and  networking  means  everyone 
can  now  have  fuU  access  to  all  the  com- 
putijig  resources  ot  the  organization. 

This  ability  to  share  information 
and  resources  throughout  the  organi- 
zation gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before. 


Digital 
has 


evelopments  to  Watc 
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SEMICONDUCTORS: 

FUJITSU'S  END  RUN  AROUND  THE  EC 


'hen  it  comes 
to  producing 
semiconductors,  Eu- 
rope trails  a  lot  fur- 
ther behind  Japan 
than  does  the  U.  S. 
But  the  European 
Community  agrees 
with  U.  S.  officials 
on  one  reason  its 
chipmakers  are  suffering:  predatory  dumping  practices  by 
Japanese  companies.  To  remedy  that,  the  EC  ruled  in  January 
that  only  chips  that  are  "printed"  locally  will  enjoy  free  access 
to  EC  markets.  The  aim  is  to  encourage  Japanese  companies  to 
boost  the  content  of  European-made  parts  in  the  copiers,  TVs, 
and  other  equipment  they  sell  in  Europe. 

It  didn't  take  long  for  Japan  to  react.  In  mid-April,  Fujitsu 
Ltd.  unveiled  plans  for  a  huge,  $680  million  chipmaking  com- 
plex in  northeastern  England.  That's  almost  triple  the  cost  of 
today's  world-class  semiconductor  plants.  But  even  that  is  only 
for  starters,  says  Fujitsu.  The  facility  will  occupy  less  than 
407<  of  a  110-acre  site,  and  it  will  be  expanded  to  the  hilt, 
creating  perhaps  the  world's  biggest  chipmaking  operation. 

While  Fujitsu's  move  is  shaking  up  electronics  companies  on 
the  continent,  Britain  welcomes  the  investment.  It  will  provide 
1,500  jobs  by  1994  and  reduce  the  country's  deficit  in  electron- 
ics trade.  In  fact,  Britain's  Trade  &  Industry  Dept.  chipped  in 
$50  million  in  financial  assistance. 


A  STRESS  DETECTOR  THAT  MAY 
PREVENT  PLANE  DISASTERS 


Last  year,  when  the  roof  peeled  away  from  an  Aloha  Air- 
lines 737  jet  near  Maui,  Hawaii,  engineers  claimed  that  the 
constant  pressurization  and  depressurization  of  multiple  take- 
oiTs  and  landings  had  weakened  the  airplane's  metal  skin. 
Now,  engineers  at  Lockheed  Electronics  Co.  are  developing  an 
on-board  computer  system  for  aircraft  that  just  may  prevent 
similar  disasters  by  monitoring  stress  on  critical  components. 

Lockheed's  system  consists  of  a  computer  microprocessor 
that  collects  and  analyzes  data  from  up  to  70  strain  gauges  on 
the  aircraft's  wings  and  fuselage.  They  also  record  when 
specifications  have  been  exceeded.  Beyond  preventing  acci- 
dents, the  on-board  strain  monitor  could  save  airlines  money 
by  pinpointing  problem  areas  and  avoiding  frequent  major 
aircraft  overhauls  that  cost  up  to  $5  million  each.  The  Lock- 
heed system,  which  should  be  ready  for  delivery  later  this 
year,  will  cost  $10,000  to  $50,000  depending  on  complexity. 


STRIKING  AT  THE  HEART 
OF  THE  AIDS  VIRUS 


lOst  of  the  experimental  AIDS  vaccines  under  development 
1  trigger  the  production  of  antibodies  to  proteins  on  the 
coat  of  the  virus.  But  researchers  worry  that  they  won't  be 
very  effective  because  the  virus  evades  attack  by  changing 
those  proteins,  which  are  essential  for  the  virus  to  invade 
human  cells.  Now,  clinical  trials  of  a  new  vaccine  are  begin- 
ning at  London's  St.  Stephen's  Hospital.  The  vaccine,  produced 
at  Viral  Technologies  Inc.  in  Washington,  targets  a  key  pro- 


tein found  in  the  core  of  the  AIDS  virus.  The  protein  seems 
be  critical  to  the  virus'  ability  to  reproduce,  and,  says  tl 
company,  it  remains  constant. 

Developed  at  George  Washington  University  medical  scho 
and  the  National  Cancer  Institute,  the  vaccine  is  a  synthet 
protein  called  HGP-30  that  is  modeled  after  a  portion  of  tl 
core  protein.  In  laboratory  tests,  the  substance  stimulat 
production  of  antibodies  that  stop  the  virus  from  proliferatin 
Viral  Technologies  says  HGP-30  will  be  tested  as  a  therapeut 
in  patients  who  test  positive  for  AIDS  but  have  no  symptom,^ 
The  company  also  plans  to  test  the  vaccine  in  the  U.  S.  ' 


'HEY,  CAPTAIN, 
WATCH  THE  ROCKS' 


The  newest  crew  member  to  board  an  oil  tanker  in  the  Gu 
of  Alaska  could  be  made  from  silicon.  Two  researchers  ; 
Rensselaer  Polytechnic  Institute  have  designed  a  computerizt 
system  that  would  help  guide  pilots  through  harbors  under 
wide  range  of  weather  and  traflRc  conditions.  The  "expe 
system"  was  originally  developed  to  train  pilots  to  navigai 
ships  into  and  out  of  New  York  Harbor.  But  after  the  recei 
Exxon  oil  spill  in  Prince  William  Sound,  the  Transportatic 
Dept.'s  Maritime  Administration  gave  the  researchers,  Williai 
A.  Wallace  and  Martha  R.  Grabowski,  funding  to  redesign  tl 
computer  program  for  real-time  navigation  in  Alaska. 

The  system,  which  will  run  on  a  microcomputer,  will  be  tie 
into  sensors  on  the  bridge  and  to  satellite  navigation  equi) 
ment,  which  provides  exact  readings  of  a  ship's  location.  Gri 
bowski,  who  has  a  second  mate's  license  as  well  as  a  doctorat 
in  decision  science,  says  the  computer  will  use  informatio 
about  fog,  drifting  ice,  or  heavy  seas  to  plot  out  a  course.  '. 
will  tell  the  pilot  when  he  has  either  strayed  off  course  or 
going  too  fast.  And  it  will  give  exact  instructions  on  how  t 
get  back  on  course.  The  main  hurdle  to  overcome:  resistanc 
from  pilots,  who,  says  Grabowski,  "are  an  independent  breed.) 


CAN'T  FIND  GOOD  HELP? 
ONE  ARCHITECT  BUILDS  IT  IN 


*  lexander,  start  the 
^^cofli'ee  maker,"  you 
yell  from  the  shower.  "As 
you  wish,  master,"  replies 
the  electronic  butler. 
Downstairs,  the  pot  be- 
gins brewing,  thanks  to 
Alexander,  the  butler  of 
the  future. 

When  you  enter  the  $3 
million  Encino  (Calif.) 
mansion  in  which  this 
$75,000  computer  system 
has  been  installed,  Alexander  greets  you  with  a  stuffy,  BritiS' 
"hello."  If  a  strange  voice  answers  back,  the  computer  can  ca! 
the  police  or  a  relative  for  help.  Alexander  is  controlled  by  a 
IBM  PC  connected  to  all  appliances  by  a  fiber-optic  network.  Iti 
voice-recognition  system,  made  by  MasterVoice  Inc.  of  Hur' 
tington  Beach,  Calif.,  understands  256  English  verbal  coirj 
mands  and  controls  the  computer's  work  habits. 

Alexander  will  soon  have  a  job  in  more  homes.  Michae 
Nouri,  the  Santa  Monica  (Calif.)  architect  who  designed  th 
mansion,  says  that  he's  building  two  more  smart  homes  ii 
Encino  and  is  negotiating  to  build  one  each  in  Italy,  Britain; 
and  Saudi  Arabia.  What's  next?  Smart  plugs  that  will  tun 
down  the  stereo  volume  when  the  doorbell  rings. 


58  BUSINESS  WEEK/MAY  15,  1989 


SCIENCE  &TECHNOLO; 


The  results  of  our  phone  survey  are  in. 


If  you  and  your  phone  system  aren't  speaking,  talk  with  Fujitsu  Business  Com- 
munication Systems.  We  found  in  recent  independent  studies  that  Starlogrour  small 
business  voice  and  data  communication  system,  has  everyone  talking.  In  fact,  86% 
of  users  surveyed  rated  its  performance  as  good  to  excellent.  Moreover,  the  Starlog 
^ ' ' '  — achieved  a  higher  performance  rating  than  the  industry  leader  received  for  its 
comparable  system.  Better  yet,  most  felt  the  Starlog  system  made  their  businesses  significantly  more  efficient. 
Maybe  that's  why  in  1987  Fujitsu  Business  Communication  Systems  was  ^^^^^^^^^^^ 
the  #2  provider  of  small  business  communication  systems  in  the  U.S.  And  we're 
backed  by  Fujitsu  Ltd.,  a  $16  billion  global  computer  and  telecommunications 
leader  who's  been  around  for  over  50  years.Tb  find  out  more  about  the  Starlog, 
call  or  write  us  at  3190  Miraloma  Ave.,  Anaheim,  CA  92806. 1-800-654-0715. 
Pretty  soon,  you'll  be  talking  like  a  satisfied  customer  too. 


FUJITSU 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


©  1989.  Fujitsu  Business  Communication  Systems.  Starlog  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 
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MONTEREY 

At  FishcrmiinV  Wharf.  Near 
Miiiirerey  Bay  Aquarium 
and  Carmcl.  Adjacenr  to 
the  Monterey  Conference 
Center. 


ORANGE  COUNTY 

At  The  City  Near  Disney- 
land *  and  Anaheim 
Stadium.  20  minutes  from 
John  Wayne  Airport. 


PALM  SPRINGS 

At  [  Vsert  Princess  Country 
CluK  Private  18-hole  cham- 
pionship golf  course,  tennis, 
swimming,  racquethall  and 
fitness  center.  10  minutes 
from  Palm  Springs  Airport. 


SAN  DILGO 
Located  in  the  heart  ot 
Mission  Valley.  Near  Sea 
World  and  the  San  Diego 
Zoo.  10  minutes  from  the 
San  Diego  Airport. 


SANTA  CLARA 

At  the  Santa  Clara  Con- 
vention Center.  In  the 
heart  ot  Silicon  Valley 
Adjacent  to  Great  America 
Theme  Park.  10  minutes 
north  of  San  jose  Airport. 


SEATTLE 

Doubletree  Suites  Seatt 
with  free  breakfast  and 
manager's  reception. 
Doubletree  Inn  at  Soutl 
Center  near  SouthCen 
Mall.  5  minutes  from  Si 
Tac  Airport. 
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Doubletree  Hotels  are  also  located  in:  Atlanta* Austin»Dallas(2)»Houston(3)*Kansas  City*Louisville  (The  Seelb. 


URA 

e  resort  hotel  on 
ia's  Gold  Coast, 
seconds  from  the 
id  less  than  an 
n  Los  Angeles. 


ALBUQUERQUE 

In  downtown  Albuquerque. 
Adjacent  to  the  Civic  Plaza 
and  Convention  Center. 
Near  the  Albuquerque 
Airport. 


DENVER 

At  HeatherRidge  Country 
Club.  15  minutes  from 
Stapleton  Airport.  Near 
Red  Rocks  Park  and  Coors 
Brewery. 


PHOtMX 

Doubletree  Suites  at  the 
Phoenix  Gateway  Center, 
2  miles  north  of  Sky  Har- 
bor International  Airport. 
Complimentary  breakfast 
and  hosted  cocktail  hour. 


SALT  LAKE  CITY 

Adjacent  to  the  Salt  Palace 
Convention  Center.  Com- 
plimentary breakfast  and 
evening  reception.  1  block 
from  Temple  Square. 


TUCSON 

At  Randolph  Patk.  Com- 
plete resort  hotel  only 
10  minutes  from  downtown 
Tucson  and  15  minutes 
from  the  airport.  Near  Old 
Tucson. 


i*Nashville»New  Orleans»St.  Louis»Tulsa(2)»  VaiNOpening  Summer  1989:  Dallas  Park  West»Pasaclena 
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This  is  what 
it  feels  like 
to  have  * 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association*  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  hves. 

It's  a  matter  of  life  and  breath*^ 

AMERICAN  i  LUNG  ASSOCIATION  ' 

I     The  Christmas  Seal  People® 
I  % 

space  contributed  by  the  publisher  as  a  public  service 
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\H  OPEN  DOOR 

rHE  U.S.  ISN'T  USING 


'hy  are  there  so  few  American  researchers  in  Japan's  labs? 


T 


all,  with  a  bushy  red  beard,  Craig 
T.  Van  Degrift  cuts  a  striking  fig- 
ure as  he  pedals  to  work.  The  com- 
ite  from  his  small,  seven-room  house 
nds  past  schools  and  rice  paddies.  Af- 
■  17  minutes.  Van  Degrift  arrives  at 
;  destination:  the  red-brick  Electro- 
:hnical  Laboratory,  Japan's  largest  na- 
nal  research  institute,  located  in  Tsu- 
ba,  a  sprawling  "science  city"  37  miles 
rtheast  of  Tokyo. 

The  43-year-old  American  scientist 
snds  his  days  scouring  technical  docu- 
?nts  and  assembling  cryogenic  test 
uipment  with  three  Japanese  co-work- 
Their  mission:  to  determine  the  ac- 
i-acy  of  a  new  standard  for  precisely 
'asuring  electrical  resistance.  Van  De- 
ift,  an  expert  in  low-temperature  phys- 
,  communicates  in  a  mix  of  English 
d  Japanese,  which  he  first  studied,  on 
ark,  as  a  high  school  student.  "Japa- 
36  research  in  this  area  is  very  ad- 
nced,  and  while  they  publish  their 
irk,  it's  much  faster  to  learn  from 


them  directly,"  says  Van  Degrift,  who  is 
spending  a  year  in  the  lab  while  on  leave 
from  the  National  Institute  of  Standards 
&  Technology  in  Gaithersburg,  Md. 

Van  Degrift  isn't  the  only  American 
scientist  working  in  Japan,  but  he  is  one 
of  a  precious  few.  By  most  estimates 
there  are  fewer  than  150  U.-  S.  scientists 
working  in  Japanese  laboratories.  Most 
will  be  there  for  only  a  few  months;  only 
about  50  are  doing  long-range  projects 
of  a  year  or  more. 

TRICKLING  IN.  Japan,  on  the  other  hand, 
sends  thousands  of  its  best  scientists 
abroad  to  study  and  work  in  American 
and  European  laboratories.  Last  year 
alone,  there  were  more  than  5,000  Japa- 
nese researchers  working  in  U.  S.  labs. 
These  scientists  are  part  of  the  foreign 
talent  pool  that  has  helped  make  U.  S. 
science  so  strong.  Many  are  also  scouts 
in  a  global  economic  competition,  send- 
ing information  and  bringing  back  tech- 
nical knowhow  that  is  often  transformed 
into  a  wide  array  of  products. 


But  Japan  has  been  less  than  gener- 
ous in  allowing  foreign  scientists  to 
work  in  its  labs.  Only  after  years  of 
resisting  U.  S.  pressure  is  Japan  relent- 
ing. Last  year.  Prime  Minister  Noboru 
Takeshita  provided  the  National  Science 
Foundation  in  Washington  with  $4.8  mil- 
lion to  help  send  U.  S.  researchers  to 
Japan.  And  the  government  has  opened 
more  slots  for  visiting  Americans  at  Ja- 
pan's national  and  university  labs. 

The  U.  S.  scientists  are  also  trickling 
into  Japanese  company  labs.  Since  1984, 
Hitachi  Ltd.  has  hosted  70  foreigners  for 
extended  stays  at  its  Central  Research 
Laboratory'.  About  half  of  this  year's  30 
visitors  are  from  the  U.  S.  And  an  Amer- 
ican Electronics  Assn.  (AEA)  program, 
launched  in  1984,  sends  10  to  12  U.S. 
engineering  and  computer-science  gradu- 
ate students  to  Japanese  company  labs 
for  a  year,  aea's  Japanese  sponsors  in- 
clude Hitachi,  Sony,  and  Toshiba. 

By  hosting  foreign  scientists,  Japan 
gets  political  credit  in  Washington,  of 
course.  It  is  also  anxious  to  strengthen 
its  ability  to  do  basic  research.  "People 
with  different  training  may  have  quite 
different  approaches  to  science,  which 
could  create  a  very  challenging  atmo- 
sphere," says  Kaname  Ikeda,  interna- 
tional affairs  division  director  at  Japan's 
Science  &  Technology  Agency. 
TIME  TO  REPAY.  Working  shoulder-to- 
shoulder  with  Japanese  researchers, 
American  scientists  can  learn  new  tech- 
niques, bring  back  cutting-edge  technol- 
ogy, and  observe  firsthand  the  Japanese 
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This  is  what  we  call  return  on  invest- 
ment. It's  not  in  oil,  or  chemicals,  or 
refining.  It's  in  learning.  We're  invest- 
ing in  today's  children  through  a 
unique  program  in  Cleveland  that 
actually  puts  money,  up  to  $6,000, 
into  escrow  for  a  student's  college 
education.  A  serious  student  can 
cost  us  a  lot.  But  kids  who  fail  to 
iearn  will  cost  us  all  a  lot  more. 


Hotel  Beijing-Toronto  is 
situated  in  the  heart  of  Beijing's 
business  and  diplomatic  area. 

on  Jianguo-Menwai  Street. 
10  minutes  from  Tiananmen 
Square,  and  within  walking 
distance  from  the  Friendship  Store. 
We  offer  superb  business  and 
pleasure  amenities,  that  include 

a  business  center,  conference 
rooms,  and  the  finest  Cantonese 
and  Continental  cuisine. 
Along  with  the  unique  and 
hospitable  personal  service 
that  has  come  to  characterize 
Nikko  Hotels  International. 
Where  the  heart  is  alwa\^s  content. 


hotel  beijing-toronto 

3,  Jianguo-Menwai  Da  Jif,  Beijing  Tel;  5(1(12266 
Telex:  210011/210012  JLH  CN  Cable^  5650  BEIJING 

Managed  by 


nikkO  hotels  international 

For  reservations,  call  your  travel  agen!, 
Japan  Air  Lines,  or  Nikko  Hotels  International: 
Toll  free  in  U  S  and  Cana(da 
1-800-NIKKO-US  (645-5687) 


facility  for  swiftly  turning  basic  discov- 
eries into  products.  Like  their  Japanese 
counterparts  in  the  U.  S.,  they  also  can 
build  a  network  of  valuable  contacts. 

The  Americans  say  they  are  getting  a 
warm  welcome.  "I  can  walk  into  any  lab 
here  and  find  out  what's  going  on,"  says 
Van  Degrift,  who  arrived  last  August 
with  his  wife  and  two  daughters.  "So 
many  Japanese  researchers  have  studied 
abroad.  They  understand  that  their  turn 
has  come  to  repay." 
BABY  STEPS.  The  differences  between 
U.  S.  and  Japanese  labs  are  subtle. 
"There  aren't  many  technical  tricks  that 
I've  seen  here  that  I  haven't  seen  at 
home,"  says  Van  Degrift.  On  the  other 
hand,  Japanese  scientists  do  much  of  the 
work  that  would  be  left  to  technicians  in 
the  U.  S.  "In  general,  the  Japanese  sci- 
entist who  is  not  willing  to  get  his  fin- 
gers wet  is  a  rarity,"  he  adds. 

The  U.  S.  scientists  are  struck  by  the 
Japanese  attitude  toward  innovation. 
"People  here  are  enthusiastic  about 
making  improvements  a  bit  at  a  time," 
marvels  electrical  engineer  Jim  Mar- 
oney,  who  joined  a  Toshiba  Corp.  opto- 
electronics research  lab  last  year.  "We 
in  the  West  like  to  go  in  big  steps — 
invent  the  light  bulb,  the  transistor." 

Felicia  Pagaduan,  who  is  spending  a 
year  at  Hitachi's  Central  Research  Lab- 
oratory, finds  Japanese  thoroughness 
has  its  benefits — and  drawbacks.  "In  the 
U.  S.,  the  guys  I  worked  with  were  such 
risk-takers — here  you  have  to  be  99% 
sure,"  says  Pagaduan,  who  is  working 
toward  a  master's  degree  in  electrical 
engineering  at  the  University  of  Califor- 
nia at  Santa  Clara. 

Despite  the  opportunity,  Americans 
aren't  rushing  to  take  advantage  of  the 
new  opening  to  Japan's  labs.  Last  year, 
Japan's  Science  &  Technology  Agency 
created  100  places  for  foreigners  at  na- 
tional laboratories,  earmarking  half  for 
U.  S.  researchers.  Only  14  Americans  ap- 
plied. A  few  years  ago,  Japan  agreed  to 
accept  three  U.  S.  scientists  to  its  much- 
ballyhooed  Fifth  Generation  project  to 
build  advanced  computers.  Only  one 
([ualified  researcher  signed  on. 
SECOND-BEST.  Japan's  high  cost  of  living 
and  the  perception  that  it  is  a  difficult 
place  to  live  because  of  the  language 
and  culture  are  a  deterrent.  But  many 
U.  S.  researchers  in  Japan  say  that  the 
adjustment  was  easier  than  they  expect- 
ed. "Word  has  to  get  out  that  it's  possi- 
ble to  live  in  Japan  with  a  family,"  says 
Van  Degrift. 

Others  argue  that  the  crack  in  the 
door  is  not  giving  U.  S.  researchers  ac- 
cess to  the  best  Japanese  labs.  Although 
a  few  researchers  are  working  for  lead- 
ing companies  or  institutes,  most  posi- 
tions are  at  Japanese  universities.  "In 


Japan,  the  best  research  is  not  beir 
done  at  universities,"  says  Arden  L.  B 
ment  Jr.,  vice-president  for  technical  r 
sources  at  TRW  Inc.  in  Cleveland.  "Mo 
of  the  good  research  is  being  done  i 
industry  laboratories,"  he  adds,  whe:  I 
"there  is  not  the  degree  of  reciproeii 
one  might  think." 

The  biggest  obstacles  to  broader  e 
change  are  homegrown,  however.  Mar 
U.  S.  research  institutes  are  unwilling 
spare  talented  staffers.  And  many  U. 
scientists  simply  don't  believe  they  hai 
much  to  learn  from  Japan.  "We  have 
barrier  of  indifference — almost  an  arr 
gance — about  there  being  anythin 
worth  learning  in  basic  research  in  J 
pan,"  says  nsf's  Robert  Cutler. 

Indeed,  many  researchers  say  th; 
their  U.  S.  employers  are  not  interest* 
in  what  they  learned  in  Japan.  Take  fo 


Some  Americans  say  they  ar 

still  shut  out  of  the 
most  important  research- 
in  industry  labs 


mer  aea  fellow  Anderson  E.  Howar 
who  worked  on  digital  signal-processir 
technology  at  NEC  Corp.  in  Japan.  Wh( 
he  returned  to  the  U.S.  in  1985,  I 
joined  Hewlett-Packard  Co.  as  a  develo 
ment  engineer  in  the  microwave  instr 
mentation  division.  "HP  hasn't  gone  oi 
of  its  way  to  utilize  my  Japan  experiem 
or  language  skills,"  says  Howard,  wl 
thinks  he  could  contribute  more  as 
company  resource  on  technical  data  pu 
lished  in  Japanese. 
CERAMIC  STARS.  Sending  a  scientist 


Japan,  however,  paid  off  brilliantly 
at  least  one  U.  S.  company.  In  1986,  Do 
Corning  Corp.  ceramics  expert  Rona 
Baney  was  working  at  Nagoya  Univeri 
ty  when  IBM  scientists  in  Zurich  disco 
ered  high-temperature  superconductor 
Baney  and  Nagoya  University  Profes& 
Shin-ichi  Hirono  joined  the  worldwi( 
race  to  exploit  the  new  materials. 

Together  they  developed  a  techniqi 
for  making  fibers  and  films  of  ceram 
superconductors.  The  result  was  a  pa 
ent,  filed  in  Japan  and  the  U.  S.,  wi' 
Baney  and  Hirono  as  co-inventors, 
was  an  example  of  very  rapid  technc 
ogy  transfer,"  says  Baney,  who  calls  h 
stay  in  Japan  "one  of  the  most  rewar 
ing  years  of  my  life."  That's  an  expei 
ence  more  American  scientists  are  goirll 
to  need  if  the  U.S.  wants  to  compei: 
head-to-head  with  Japan. 

By  Amy  Borrus  in  Tsukuba,  with  Joh 
Carey  in  Washington  and  bureau  report 
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IHTRODUCING  A  FILENET  IMAGE  PROCESSOR 

FOR  LESS  THAN  $100,000. . .  MAYBE 
YOU  DONl  NEED  A  BIGGER  FILE  CABINH 


Paper  files  are  dominating 
wday's  office.  And  the  problem  seems 
^.0  get  bigger  and  bigger  everyday. 
That's  why  FileNet  developed  the 
Series  1000 ...  the  first  series  of 

locument-image  processing  ,   

systems  based  on  5!-4-inch' 
optical  disk  technology. 

How  does  image 
processing  work? 

The  concept  is  simple. 
Replace  paper  with  digi- 
ized  images  recorded  on 
)ptical  disk.  Then  route  them 
vith  computer  data  and  word 
)rocessed  text  to  FileNet 
vorkstations  and  PCs 
.hroughout  your  organization. 
Ion  can  even  recreate  your  office's 
)rocessing  procedures  with  FileNet's 
VorkFlo®  software. 

WorkFlo  anticipates  when  and 
vhere  people  need  information.  As 


a  result,  work  is  organized  the  way 
people  like  prior  to  processing. 
Priorities  are  set.  Time  sensitive 
-=  work  is  scheduled.  If  infor- 
mation is  missing,  files 
are  automatically  held 
until  complete  and  ready 
for  processing.  By  stream 
lining  the  work  flow,  pro- 
cessing is  more  efficient 
and  people  are  more 
productive. 

A  logical  growth  path 

FileXet  offers  a  com- 
plete family  of  systems  that 
are  both  hardware  and  soft- 
ware compatible.  You  never  have 
to  replace  software  or  abandon 
hardware  as  the  size  of  the  system 
grows.  In  fact.  Series  1000  systems 
deliver  the  same  performance,  flexi- 
bility and  software  functionality  of 
FileNet's  larger  production  systems. 


With  the  Serifis  1000,  you  get 
everything  when  y(.)u  need  it:  a  low 
starting  price,  full  integration  with 
your  existing  data  processing  system, 
growth  that  allows  hundreds  of 
users  to  access  information  and 
a  powerful  software  package  that 
makes  it  all  work. 

Get  the  facts  today 

If  you'd  like  to  find  out  how 
your  company,  branch  offices  or 
departments  can  increase  productiv- 
ity and  improve  customer  service 
with  image  processing,  call  for  a  free 
Series  1000  brochure.  Call  1-800- 
950-3435,  Dept.  19.  And  forget  about 
trying  to  find  a  bigger  file  cabinet. 


RIeNet 

Still  a  generation  ahead. 


ileNet  Corporation.  3565  Harbor  Boulevard,  Costa  Mesa,  California  92626. 


THESE  ARE  NOT 

FIRST- QUARTER  PROFITS  ROSE,  BUT  AT  A  SLOWER  RATE.  AND  IT  LOOKS  AS  I 


F 


lorecasters  are  locked  in  a  seeming- 
ly endless  debate  over  whether  the 
economy  is  slowing  down.  But  the 
evidence  on  one  count  is  already  in,  and 
it  suggests  the  slowdown  has  indeed 
started.  The  signal  comes  from  corpo- 
rate profits.  Even  though  they  rose  a 
respectable  15%  over  the  previous  year 
for  the  900  companies  in  BUSINES.S 
week's  Corporate  Scoreboard,  that's  a 
marked  deceleration.  A  year  ago,  first- 
quarter  profits  rose  22%.  In  last  year's 
fourth  quarter,  they  were  up  28%. 

Worse,  all  signs  indicate  that  the  slow- 
down will  continue.  "Profits  will  proba- 
bly be  at  their  best  for  the  first  quar- 
ter," says  Abby  Joseph  Cohen,  senior 
investment  strategist  at  Drexel  Burn- 
ham  Lambert.  "But  rising  business  costs 
mean  profit  margins  will  not  increase  as 
easily  as  they  have  been." 

Labor  costs,  including  wages,  bene- 
fits, and  Social  Security  taxes,  will  be 
the  biggest  strain  on  future  corporate 
performance.  Interest  rates  and  energy 
costs  are  also  headed  up.  The  squeeze  on 
margins  will  probably  lead  to  the  end  of 
double-digit  profit  growth  before  the 
year  is  over. 

DRAGGING  EXPORTS.  Other  economic  fac- 
tors are  eating  away  at  profits.  The  ex- 
port boom  that  has  fueled  growth  in 
chemicals,  paper,  and  aluminum  is  slow- 
ing now  that  the  dollar  has  stabilized. 
Also,  companies  have  milked  just  about 
the  last  benefit  from  the  tax  changes 
that  gave  1988  earnings  such  a  boost. 

Manufacturing  companies  continued 
to  fuel  this  quarter's  growth.  Profits  for 
the  general  manufacturing  sector  grew 
by  36%,  and  thanks  to  continued  high 
capacity,  there  has  been  a  boost  in  such 
manufacturing-dependent  industries  as 
trucking  and  shipping.  Carolina  Freight 
and  Preston,  for  example,  had  runaway 
growth  in  the  first  quarter  thanks  to 
increased  tonnage  levels  and  higher 
prices.  But  manufacturers  may  soon  be 
dropping  down  a  notch  or  two  in  the 
profit  rankings.  "New  order  growth  is 
slowing,  and  demand  is  weakening," 
says  Jason  Benderly,  co-director  of  eco- 
nomic research  at  Goldman  Sachs. 

In  fact,  some  industries  are  already 
braced  for  earnings  declines.  The  auto- 
motive group  posted  a  25%  increase,  but 
Ford  Motor  executives  recently  warned 
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that  the  company  would  probably  not 
show  profit  increases  in  1989  because  of 
increased  marketing  and  production 
costs  and  lower  U.  S.  sales  volume.  The 
industry  total  does  not  include  Chrysler, 
which  later  reported  a  first-quarter  prof- 
it increase  of  48%. 
The  auto  companies  mirror  the  trend 


Wil  K 


among  less  pricey  consumer  goods, 
the  personal  savings  rate  now  up  to  i' 
highest  level  since  May,  1985,  Amei 
cans'  reluctance  to  open  their  wallets 
aflflicting  plenty  of  corporate 
lines.  Appliances  and  home  furnishing 
for  instance,  showed  a  slight  decline 
profits.  The  miscellaneous  sector  of 


bottoipWtvi'^ 


m 


HE  BEST  OF  TIMES 

INGS  SLOWDOWN  MAY  NOT  STOP  ANYTIME  SOON 


iure  industry,  where  profits  were  up 
%)  this  time  a  year  ago,  grew  only  4% 
er  the  past  year. 

This  quarter's  Corporate  Scoreboard, 
npiled  by  Standard  &  Poor's  Compu- 
it  Services,  was  peppered  with  some 
imatic  comings  and  goings.  Only  3  of 
i  top  15  industry  performers  in  the 


first  quarter  last  year  made  a  repeat 
appearance  this  year.  Aluminum,  nonfer- 
rous  metals,  and  paper  containers  con- 
tinued to  benefit  from  increased  demand 
and  higher  prices. 

Airlines,  one  of  last  year's  worst-per- 
forming industries,  sprang  to  the  top  of 
the  list  of  sharpest  gains.  The  industry 


r-QUARTER  PROFITS 

THE  COMPANIES 


MADE  THE  MOST     WHO  lOST  THE  MOST 


Millions 
of  dollars 

Millions 
of  dollars 

roR 

$1,637 

NATIONAL  SEMICONDUaOR 

$81 

(AOTORS 

1,553 

UNISYS 

79 

1,455 

WANG 

UBORATORIES 

64 

1,270 

INTERCO 

42 

950 

GOLDOME 

39 

ilEQRIC 

849 

FORT  HOWARD 

36 

VUCAL 

743 

SANTA  FE  SOUTHERN  PACIFIC 

22 

736 

LAFARGE 

20 

594 

KROGER 

19 

IRRIS 

590 

LONE  STAR  TECHNOLOGIES 

17 

529 

SHEARSON  LEHMAN  HUnON 

15 

458 

MGM/UA 

15 

lEY 

435 

ASHLAND  OIL 

14 

429 

BRANIFF 

13 

393 

SUBARU  OF  AMERICA 

12 

POOR'S  COMPUSTAT  SERVICES  INC. 

NOTE:  Airline  results  do  not 
include  $255  million  loss  at  Texas  Air. 

posted  a  348%  profit  increase  as  compa- 
nies such  as  UAL  and  Delta  Air  Lines  felt 
the  positive  efi'ects  of  declines  in  fuel 
prices  and  the  end  of  the  fare  wars. 
However,  the  jump  in  industry  profits 
doesn't  count  the  $255  million  loss  at 
Texas  Air,  whose  results  were  too  late 
to  be  included  in  the  computations. 

Meanwhile,  plenty  of  last  year's  lead- 
ers turned  into  this  year's  laggards.  Ex- 
penses from  the  $25  billion  leveraged 
buyout  of  FUR  Nabisco  helped  hit  the 
tobacco  industry  with  a  deep  drop  in 
profits.  The  semiconductor  industry  also 
went  from  riches  to  rags.  A  chip  short- 
age drove  up  prices  and  profits  last 
year,  but  this  year  many  companies  got 
stuck  with  too  much  inventory  as  they 
tried  to  catch  up  with  demand. 
BACK  IN  THE  STORES.  The  Scoreboard  is 
not  without  its  ironies.  Apparel  manufac- 
turers posted  some  of  the  weakest  prof- 
its, while  discount  and  fashion  retailers 
weighed  in  with  some  of  the  biggest 
gains.  "Usually,  the  results  in  both  in- 
dustries tend  to  be  pretty  parallel,"  says 
Carl  E.  Steidtmann,  vice-president  and 
chief  economist  at  Management  Hori- 
zons, the  retail  consulting  division  of 
Price  Waterhouse.  Currently,  retail  prof- 
its are  healthy  because  women  are  final- 
ly back  in  the  stores  after  they  were 
turned  off  by  confusing  fashions  and 
higher  prices  last  year.  And  retailers 
have  been  immune  to  the  squeeze  on 
apparel  producers  that  are  still  fighting 
import  restrictions  and  rising  textile 
prices. 

Companies  can  take  some  heart  from 
the  slowdown  in  profits,  since  the  rising 
stock  market  seems  somewhat  indiffer- 
ent so  far.  True,  investors  have  been 
especially  tough  on  companies  with  neg- 
ative surprises.  When  IBM  announced 
earlier  that  earnings  estimates  were  too 
high,  the  stock  price  tumbled  from  $118 
to  $109  per  share  over  a  two-day  period. 
The  problem,  said  IBM,  stemmed  from 
flaws  in  its  new  memory  chips.  By  the 
time  IBM  announced  its  meager  profit 
increase  of  2%  for  the  first  quarter,  the 
market  accepted  the  report  with  nary  a 
ripple.  As  profits  wind  down,  more  com- 
panies may  find  that  the  best  they  can 
do  is  make  sure  their  bad  tidings  are  not 
surprising  as  well. 

By  Walecia  Konrad  in  New  York 
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A  SPOTLIGHT  ON  FIRST-QUARTER  PROFITS 


AFTERTAX  ?mms, 
QUARTER  BY  QUARTER 


PERCENT  CHANGE  FROM 
SAME  PERIOD  PRECEDING 
YEAR,  All  INDUSTRIES 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

In  1989's  first  quarter,  profits  continued  to  climb.  These  industry 
groups  hod  the  biggest  impact  on  that  $6.4  billion  increose. 

OIL  &  GAS 

TELECOM.  EQUIPMENT 
RETAILING 
CARS  &  TRUCKS 
CHEMICALS 
CONGLOMERATES 
BANKS-WEST  &  SOUTHWEST 
AIRLINES 

DRUGS  &  RESEARCH 
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A  LOOK  AT  PROFITS  FROM  THE  INVESTOR'S  PERSPECTIVE 
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EARNINGS  GROWTH 
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THE  HIGHEST 

HOUSING 


CHEMICALS 


METALS  &  MINING 


HEALTH  CARE 


CONSUMER  PRODUCTS 


THE  LOWEST 
TRANSPORTATION 


ALL-INDUSTRY 
AVERAGE 


THE  HIGHEST 

MANUFACTURING 

CONTAINERS 


PAPER 
CHEMICALS 
NONBANK  FINANCIAL 

m 


ALL-INDUSTRY 
AVERAGE 


THE  LOWEST 

AEROSPACE 


THE  HIGHEST 

SERVICE  INDUSTRIES 


TELECOMMUNICATIONS 


PUBLISHING  &  TV 


LEISURE  TIME 


FOOD 


THE  LOWEST 

CONTAINERS 


ALL-INDUSTRY 
AVERAGE 


Clilll 


met 


AEROSPACE 
ELECTRICAL 
TELECOMMUNICATIONS 
UTILITIES 


0  10 
^  PERCENT 


LATEST 
12  MONTHS 


OFFICE  EQUIPMENT 
TRANSPORTATION 


UTILITIES 
FUEL 


ANNUAL  PER-SHARE 
AVERAGE, 
LATEST  5  YEARS 
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PAPER 
BANK^^ 

AUTOMOTIVE 
METALS  &  MINING 


0 
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10 
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DATA:  STANDARD  i.  POOR'S  COMPUSTAT  SERVICES  INC, 
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CORPORATE  SCOREBO; 


FIRST  QUARTER  1989 


lOSSARY 

ales:  Includes  all  sales  and  other  operating 
■venues.  For  banks,  includes  all  operating 
venues. 

rofits:  Net  income  before  extraordinary 
;ms  and  discontinued  operations.  For  bonks, 
ofits  ore  net  income  after  security  gains  or 
sses. 

larcpins:  Net  income  before  extraordinary 
;ms  as  percent  of  sales, 
eturn  on  invested  capital:  Ratio  of  net 
come  before  extraordinary  items  and 


discontinued  operations,  plus  minority  interest 
and  interest  expenses  adjusted  by  tax  rate 
(all  for  most  recent  12  months),  to  latest 
available  total  funds  invested  in  company. 
Return  on  common  equity:  Ratio  of  net 
available  for  common  stockholders  (most 
recent  12  months)  to  latest  available  common 
equity,  v/hich  includes  common  stock,  capital 
surplus,  retained  earnings. 
Price-earnings  ratio:  Based  on  Apr.  21 
stock  price  and  earnings  for  latest  12 
months. 


Growth  in  common  equity:  Annual 
percentage  grov/th  in  common  equity  for 
latest  5-year  period. 

Growth  in  earnings  per  share:  Annual 

percentage  grov/th  in  earnings  per  shore, 

including  all  common  stock  equivalents  for 

latest  5-year  period. 

Market  value:  Latest  available  shares 

outstanding  times  stock  price  on  Apr.  21, 

1989. 

Earnings  per  share:  For  latest  1 2  months; 
includes  all  common  stock  equivalents. 


COMPANY 


SALES 


PROFITS 


RETURN 


5-YEAR  GROWTH 


1ST 
QUARTER 
1989 
$  MIL 


CHANGE 
FROM 
1988 


1ST 
QUARTER 
1989 
$  MIL 


CHANGE 
FROM 
1988 

% 


1ST 
QUARTER 
1989 


1ST 
QUARTER 
1988 

% 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 


P-E 
421 


COMMON 
EQUITY 


EARNINGS 
PER 
SHARE 


MARKET 
VALUE 
SHARES 
OUTSTANDING 
4-21 
$  MIL 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


ALL-INDUSTRY 
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11 
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15 
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11.8 
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13 

7 

8 

21 17566 
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1 
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11 

5 
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10 
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17 

12 

3 
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4,18 
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13 
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1.8 

3.3 

16.0 

49.5 

1 1 

NA 

24 
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1,58 

Seneral  Oynamics 

2360.9 

-2 

75.4 

-12 

3.2 

3.5 

11.9 

18.1 

7 

10 

10 

2371 

8.32 

<aman 

203.6** 

7 

6.8 

4 

3.4 

3.4 

10.2 

14.3 

10 

15 

12 

247 

1.43 

.ockheed 

1995.0 

-17 

63.0 

-42 

3.2 

4.5 

15.1 

16.0 

7 

24 

1 1 

2715 

6.67 

Martin  Marietta 

1316.4 

2 

59.2 

16 

4.5 

3.9 

16.4 

26.3 

7 

13 

14 

2403 

6,18 

McDonnell  Douglas 

3337.0 

1 

-10.0 

NM 

NM 

1.5 

10.6 

8.7 

12 

9 

3 

3366 

7.55 

Northrop 

1280.7 

-6 

9.7 
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0.8 

0.3 

NM 

-2.6 

NM 

11 

NA 

1284 

-0.54 
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14 
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4.2 
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13 

16 
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14 
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17 
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1 
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25 
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0 
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956.4 

4 
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3.9 

6.5 
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NA 

NA 

1391 

0.80 

Jshkosh  Truck  (3) 
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26 
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9 
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8 

36 

17 
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1.77 
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17 
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19 

5.4 
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10 

7 

23 
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12 
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17 

3.8 

3.7 
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29 

7 

5 

11107 

0.85 
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21 

2.8 

NM 
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NM 

6.1 

8.4 

13 

16 

-5 
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1.60 
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15 
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0.9 

NM 
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NM 

3 

NA 

734 
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)ana 

1379.2 

7 
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1  1 

2.8 

2.7 

14.6 

17.0 

10 

-6 

8 

1666 

4.09 

>anaher 

195.0** 

8 

1 1.4 

13 

5.9 

5.6 

15,4 

26.6 

10 

51 
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1.71 

>onaldson|5i 

97.6 

14 

2.5 

-34 

2.6 

4.4 

13,2 

15.6 

10 

4 

12 

170 

1.71 

ogle-Picher  Industries  (i) 

192.2 

9 

27.6 

165 

14.3 

5.9 

NM 

NM 

NM 

-5 

NA 

146 

-41.93 

aton 

957.7 

12 

63.3 

5 

6.6 

7.0 

14.5 

19.9 

9 

1 

15 

2036 

6.22 

ichlin  |4) 

344.9 

13 

12.5 

1 

3.6 

4.1 

8.7 

10.1 

14 

25 

4 

926 

1.17 

ederal-Mogul 

288.7 

-3 

4.7 

-47 

1.6 

3.0 

9.6 

10.8 

16 

3 

-5 

634 

3.10 

.  P.  Industries 

108.4 

14 

3.2 

-12 

3.0 

3.9 

5,4 

9.2 

16 

74 

16 

178 

1.03 

^asco  Industries 

488.8 

21 

21.0 

-32 

4.3 

7.6 

7.8 

19.6 

1 1 

40 

62 

768 

0.83 

'ep  Boys-Manny,  Moe  &  Jack  1 1 1 ) 

168.1 

18 

10.1 

20 

6.0 

5.9 

9.3 

14.1 

22 

27 

17 

813 

0.68 

■mith  (A.  O.) 

274.4 

10 

5.7 

34 

2.1 

1.7 

6.4 

5.7 

10 

1 1 

-7 

169 

2.06 

PX 

164.0 

23 

7.7 

1 

4.7 

5.7 

8.9 

12.8 

1 1 

8 

2 

475 

3.59 

tandard  Motor  Products 

95.6 

-2 

3.6 

25 

3.7 

2  9 

8.5 

6.6 

22 

9 

-11 

219 

0,76 

irst  quarter  ending  Feb,  28.  (2)  First  quarter  ending  Jon.  31.  |3|  Second  quarter  ending  Mor.  31.(4)  Second  quorter  ending  Feb.  28.  |5)  Second  quarter  ending  Jon.  3 1 .  (6)  Third  quarter 
ng  Mor.  31.  (7)  Third  quorter  ending  Feb.  28.  (8)  Third  quorter  ending  Jon.  31 ,  (9)  Fourth  quarter  ending  Mor.  31.(10)  Fourth  quorter  ending  Feb.  28,  (11)  Fourth  quorter  ending  Jon,  31. 
les  include  excise  taxes.  **Sales  include  other  income.  ***Soles  include  excise  taxes  and  other  income.  fRevenues  from  some  major  subsidiories  ore  not  included  in  consolidated  sales; 
■nl's  shore  of  eornings  is  included  in  profits.  NA  =  not  available.  NM  =  not  meoningful.  Earnings  per  share  are  tor  latest  12  months,  not  necessorily  tor  end  of  most  recent  fiscal  year; 
include  oil  common  stock  equivalents  but  exclude  extroordinory  items.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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The  new  COMPAQ  DESKPRO  286e. 
Further  proof  that  ^AAlat's  on  the  outside, 


says  a  lot  about  what's  on  the  inside. 


-"Compaq  has  earned  a  reputa- 
tion for  building  the  most  powerful 
ind  reliable  per- 
sonal computers 
n  the  world. 

Credit  this  to 
he  engineers  at 
Compaq  who  work 
0  make  sure  that 
/ou  have  the  exact 
;ombination  of 
eatures  needed  to 
lo  your  job.  And  do  it  better. 

The  new  COMPAQ  DESKPRO 
586e  is  the  latest  personal  com- 
)uter  to  prove  this  point. 

It  brings  a  12-MHz  286 
nicroprocessor  together  with  a 
ong  list  of  integrated  features. 
Ul  in  a  compact  package  that 
akes  on  the  latest  applications, 
vithout  taking  over  your  desk. 
Start  with  high-performance 


You'll  see  things  in  a 
built-in  high-speed 


ive  expansion  slots  give  you  room  to  grow: 
ie  for  high-speed  memory,  and  four  for 
tousands  of  industry-standard  add-ins. 

uilt-in  VGA  graphics.  It  gives 
ou  higher  resolution  and  sharp- 
r  contrast,  so  everything  from 


text  to  graphics  is  easier  to  read.  to  four  internal  storage  devices, 

It  also  gives  you  the  capability  to  choosing  fast  110-,  40-,  or  20-MB 

display  up  to  256  fixed  disk  drives,  both  5  V4-  and 

colors  simultane-  3  V2-inch  diskette  drives ,  as 

ouslyonaVGA  well  as  tape  drives, 

monitor.  Simply  translated,  the  COMPAQ 

We  know  you  DESKPRO  286 e  has  the  features 

have  lots  on  your  //         flexibility  to  use 

mind.  That's  ^^^L       ^''J'^'t'  ^''"f'^ 

^^^^^^^^k         diskette  drives,  along 

i  riLJ  why  one  mega-  ^^^^^^^^      ^'^^  ^  ^"^^  variety 

^^iStB              r  ^^^1^^^^^^^        of  fixed  disk  drives 

better  light  with      byte  of  memory  ^^^^^^BP^^  "^""^  ^^P^  drives. 

VGA  graphics.      is  standard  and  J^Uf'  and  compatibility  to 
can  be  expanded  to  13  megabytes     ^^^W     easily  run  the  spread- 
using  a  separate  high-speed  mem-  '  -Wp     sheets,  reports  and 
ory  expansion  slot.  So  you  can  other  work  you  do. 

-4.  B"'/?-!"  interfaces  mean  you  can  And  it  Can  just  aS  CasUy  run  On  a 

"^fcv      connect  a  mouse,  printer, 

Jmi-  ^^'^^^  °^      ^o^''^  network,  so  you  can  share  your 

"^■*5^HK~,,__^     out  taking  up  a  slot. 

JPF^^'^  ideas  with  everyone, 

tackle  just         about  It's  this  kind  of  attention  to 

anything  you  want.            — ■  ■"''™"''~~"*"**«^^       that's  made 

Need  room  to  grow?  Four  the  COMPAQ^v  name  unparal- 

industry-standard  expansion  slots  leled  for  quality  ^^reliability 

let  you  add  extra  capabilities  to  and  performance, 

do  things  like  swap  information  That  about  covers  it. 

with  other  PC's.  Work     -„.^^^aM  and  out. 

over  the  phone.  Even  I  For  a  free  brochure  on  the 
get  on  speaking  terms     I  ^3IB  ||    COMPAQ  DESKPRO  286e 

with  a  mainframe .       '          'WIM  location  of  an  Autho- 

The  COMPAQ              ^H?^  COMPAQ  Computer 

DESKPRO  286e  'i    Dealer  near  you,  just  call 

Personal  Comput-      '  "  1-800-231-0900,  Operator 
er  also  allows        ^  '  '  ■'  v ^  Canada,  1-800- 

youtouseup     .,  'TiMi    263-5868,  Operator 92. 


simply  works  better. 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 

5-TEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

15T 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH! 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINC 

1989 

1988 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4.21 

PER 

$  MIL 

I  Mil 

4.21 

$  MIL 

SHARE 

143.3 

7 

9.1 

-12 

6.3 

7.7 

19.4 

21.3 

9 

19 

20 

305 

3.08 

154.6** 

15 

-0.9 

NM 

NM 

2.5 

NA 

NM 

213 

56 

83 

-0.13 

484.3 

16 

19.5 

7 

4.0 

4.4 

1  1.6 

13.0 

1  1 

7 

12 

957 

2.56 

Standard  Products  |6| 
Sudbury  (7) 
Trinova 


Id  TIRE  &  RUBBER 
GROUP  COMPOSITE 


3744.7 


122.8 


3.3 


3.3 


10.4 


17.0 


10 


-7 


14 


4891 


Bandog 
Carlisle 

Cooper  Tire  &  Rubber 


1 14.3 
143.1 
195.5 


9 
3 
21 


15.5 
6.1 
10.3 


9 
24 
51 


13.6 
4.3 
5.3 


13.5 
3.6 
4.2 


40.1 
9.8 
13.2 


44.9 

9.7 
17.3 


15 
18 
12 


1047 
328 
524 


4.80 
2.31 
2.17 


Goodyear  Tire  &  Rubber 
TBC 

Uniroyol  Goodrich  Tire 


2642.9 
1 1  1.3 

537.6 


94.5 
3.4 

-7.0 


-1 
7 

NM 


3.6  3.8 
3.0  2.9 
NM  NM 


9.1 
24.2 
NA 


17.2 
22.5 
-2.0 


1 1 
NA 


-10  16 
13  35 
NA  NA 


2814 
178 
NA 


6.08 
1.50 
NA 


3 BANKS 


INDUSTRY  COMPOSITE 


47405.5 


16  3826.4 


13 


8.1 


8.3 


19.5 


17.0 


13 


12 


103225 


4.52 


(a)  BANKS -EAST 
GROUP  COMPOSITE 


27185.9 


17 


1971.5 


7.3 


8.3 


20.7 


18.3 


13 


11 


49073 


5.59 


Bank  of  Boston 
Bank  of  New  England 
Bankers  Trust  New  York 
BoyBonks 


1405.0 
909.5 

1694.3 
266.6 


14 

23 
29 
23 


89.1 
42.3 
164.3 
20.8 


6 

-36 
30 

-1 


6.3 
4.7 
9.7 
7.8 


6.9 
8.9 
9.6 
9.7 


NA 
24.7 
28.8 
19.0 


16.7 
15.8 
19.6 
15.6 


13  -17 

52  7 

16  -32 

19  16 


1832 
1479 
3569 
697 


4.65 
3.70 

8.50|Ke(W.R.j 
5.5 


Chose  Manhattan 
Chemical  Banking 
Citicorp 

CoreStotes  Financial 


3214.4 
1935.4 
8598.0 
451.3 


131.9 
1 17.9 
529.0 
48.2 


-52 
-6 
48 
16 


4.1 
6.1 
6.2 
10.7 


9.8 
6.8 
4.9 
10.9 


22.3 
25.4 
20.6 
19.3 


20.4 
22.4 
21.3 
16.4 


5  18 

7  14 

9  8 

18  9 


3261 
2335 
9532 
1765 


9.74 
11.56 
5.38  tales 
4.66  tionl 


Fleet/Norstar  Financial  Group  854.6  18  92.4 

KeyCorp  390.2  21  31.0 

Manufacturers  Hanover  772.0  10  103  0 

Mellon  Bank  380.0  2  53.0 


16 
15 


10.8 
7.9 
13.3 
13.9 


11.0 
8.4 

13.1 
6.7 


16.9 
14.2 
16.2 
NM 


17.9 
13,6 
24.8 
-9.4 


3 

NM 


48 
27 
1 

-1 1 


7 
12 
NA 


3035 
972 

1841 
957 


14.09 
-3^15  *"»' 


Midlontic 
MNC  Financial 
Morgan  (J.  P.) 
PNC  Financial 


533.3 
543.1 
2508.1 
1 121.3 


27 
21 
25 
20 


59.5 
47.5 
179.6 
123.6 


15 
61 
-36 
10 


1 1.2 
8.7 
7.2 

1  1.0 


12.4 
6.6 
14.0 
12.0 


22.6 
25.7 
23.0 
31.5 


18.0 
16.9 
16.0 
18.1 


40  3 

30  20 

12  -6 

29  8 


1643 
1408 
6776 
3764 


Republic  New  York 
Showmut  Notional 
United  Jersey  Bonks 


583.3 
736.2 
289.4 


24 
15 
19 


41.8 
64.7 
31.9 


1 1 
19 
10 


7.2 


11.0 


8.0 
8.5 
1 1.9 


10.9 
24.7 
NA 


13.8 
15.1 
15.5 


17 
52 
42 


1303 
1867 
1038 


2.65 


(b)  BANKS -MIDWEST 
GROUP  COMPOSITE 


5528.3 


15 


582.0 


16 


10.5  10.4 


18.8 


14.2 


10 


12 


16730 


2  66 
1.98 
6.81 
5.33 


Banc  One 

Boatmen's  Bancshores 
Comerica 
Continental  Bank 


744.4 
358.5 
301.3 
292.5 


17 
6 

21 
7 


87.2 
30.9 
27.4 
75.6 


1 1.7 
8.6 
9.1 

25.8 


12  6 

8.3 
10.8 
25.0 


21.4 
NA 
16.7 
39.2 


17.1 
NA 
17.8 
28.2 


33  12 

43  3 

8  16 

-9  -13 


3215 
1 148 
770 
895 


First  Bonk  System 
First  of  America  Bank 
Huntington  Bancshores 
Manufacturers  National 


619.1 
252.1 
241.1 
268.0 


9 
22 
14 
24 


50.3 
26.9 
23.1 
24.8 


44 
44 
1  1 
13 


8.1  6.1 

10.7  9.0 

9.6  9.8 

9.3  10.1 


NM 
NA 
21.3 
25.1 


-34.3 
NA 
15.8 
17.3 


NM 
6 


27  16 
19  12 
13  -17 


1422 
497 
735 
708 


-4.96 
6.67'   

6.0/ 


Notional  City 
NBD  Bancorp 
Northern  Trust 
Norwest 
Society 


611.3 
605.1 
287.9 
674.6 
272.4 


17 
17 
24 
14 
19 


62.4 
63.5 
25.4 
57.0 
27.4 


16 
21 
28 
14 
19 


10.2 
10.5 


8.5 
10.0 


10.3 
10.1 
8.6 
8.5 
10.1 


22.7 
20.4 
NA 
18.4 
18-2 


18.3 
15.8 
26.3 
18.5 
15.4 


24 
14 
2 
2 
20 


1 1 
15 
42 
17 
13 


2080 
2003 

755 
1699 

804 


6.85|- 


|c)  BANKS  -  SOUTH  A  SOUTHEAST 
GROUP  COMPOSITE 


5730.0 


16 


569.5 


11 


9.9  10.4 


23.0 


15.6 


28 


19964 


3.35*11: 


Bornett  Bonks 
Citizens  &  Southern 
Crestar  Financial 
First  Union 


720.8 
574.1 
104.6 
787.8 


18 
16 
-23 
14 


62.4 

57,8 
23.6 
72.2 


8.7  8.9 

10.1  9.8 

22.6  15.6 

9.2  11.2 


NA 
23.0 
23.0 
25  6 


16.1 
16.9 
14.2 
14.9 


9 
10 
9 
9 


28  12 

29  9 
15  4 
42  8 


2077 
2132 
753 
2535 


First  Wachovia 
NCNB 

Signet  Banking 


574.6 
814.3 
316.3 


22 
17 
9 


67.3 
75.8 
31.5 


1 1.7 
9.3 
10.0 


12.5 
10.1 
9.3 


23.9 
25.6 
31.5 


16.2 
12.8 
23.1 


10 
12 
6 


27 
25 
28 


2509 
31 19 
941 


4.43| 
2.90| 


Southeast  Banking 
Sovran  Financial 
SunTrust  Bonks 


405.1 
625.2 
807.1 


23 
18 
19 


33.1 
61,9 
84.0 


42 

13 
1 1 


8.2 
9.9 
10.4 


7.1 
10.4 
11.1 


13.5 
21.1 
19.2 


n.5 

17.5 
NA 


10 
9 


10 
31 
34 


839 
2107 
2953 


2.65 1( 
4.20"* 


(d|  BANKS  -  WEST  »  SOUTHWEST 
GROUP  COMPOSITE 


BankAmerica 

First  City  Bancorp,  of  Texos 
First  Interstate  Bancorp 
Security  Pacific 


8961.4 

16 

703.4 

58 

7.9 

5.8 

12.6 

16.0 

8 

4 

-9 

17458 

2737.0 

17 

208.0 

134 

7.6 

3.8 

14.3 

17.6 

7 

-9 

NA 

4546 

267.3 

0 

26.2 

NM 

9.8 

NM 

NA 

9.0 

9 

NA 

NA 

400 

1561.6 

13 

94.3 

8 

6.0 

6.3 

2.0 

5.1 

23 

5 

NA 

2242 

2350.5 

20 

179.3 

22 

7  6 

7.5 

15.5 

18.4 

7 

15 

-37 

4777 

379.0 

18 

35.2 

23 

9.3 

8.9 

15.9 

13.8 

9 

15 

10 

1136 

309,2 

1 1 

19.0 

37 

6.1 

5.0 

1 1.7 

11.7 

8 

7 

2 

575 

1356.9 

18 

141.5 

18 

10.4 

10.4 

NA 

23.3 

8 

14 

0 

3783 

4.50 


3.33  Kg) 

3.14 

2.15 


Wo 


U.  S.  Bancorp 
Valley  Notional 
Wells  Forgo 


3.18 
3.67  "nirj;, 

9.61  ^'mt, 


Footnotes  on  page  67 
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:OMPANY 

SALES 

PROFITS 

RETURN 

MARGINS 

5-VEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$  MIL 

$  MIL, 

4-21 

$  MIL 

SHARE 

:hemicals 

NDUSTRY  COMPOSITE 

33276.5 

1  1 

3125.9 

20 

9.4 

8.7 

16.1 

25.3 

9 

2 

23 

104756 

5.79 

Vrco  Chemical 

699.0 

20 

1  16.0 

7 

16.6 

18,5 

28.1 

36.5 

7 

NA 

NA 

3552 

5.14 

\\r  Products  &  Chemicals  |3) 

668.9 

8 

56.6 

2 

8.5 

9.0 

11.1 

16.5 

10 

3 

4 

2257 

4.02 

American  Cyanamid 

1231.6 

7 

89.0 

12 

7,2 

6.9 

14.6 

15.3 

15 

5 

1 5 

4759 

3.52 

iristech  Chemical 

275.2 

6 

26.5 

-50 

9.6 

20.2 

26.9 

33.7 

6 

NA 

NA 

77 1 

3,50 

>etz  Laboratories 

124.4 

18 

13.2 

18 

10.6 

10.6 

19.7 

21.8 

16 

7 

7 

81 1 

3.27 

laboto) 

.540.9 

16 

29.0 

58 

5.4 

3.9 

8.8 

13.6 

21 

-3 

-4 

1 164 

2.04 

lexter 

217.8 

4 

1  1 .4 

-5 

5,2 

5,8 

10.3 

12.8 

1 8 

1 1 

8 

705 

1 .58 

tow  Chemical 

4485.0 

13 

743.0 

47 

16.6 

1 2.7 

25.8 

36.5 

7 

7 

57 

1 7550 

1 4.23 

•u  Pont 

8674.0 

10 

736.0 

25 

8.5 

7.5 

11.8 

NA 

1 1 

6 

13 

26578 

9.74 

ngelhard 

587.3 

15 

14.4 

7 

2.4 

2,6 

7.4 

8.5 

15 

12 

0 

945 

1.44 

thyl 

729.1 

12 

56.4 

6 

7.7 

8.2 

NA 

NA 

13 

7 

24 

2956 

1 .94 

irst  Mississippi  (6) 

1 18.2 

90 

8.6 

594 

7.3 

2.0 

15.4 

16.7 

1 1 

2 

15 

347 

1 .61 

reeport-McMoRon 

470.8 

8 

69.9 

35 

14.9 

1 1.9 

16.6 

38.2 

8 

1 

22 

2493 

4.39 

uller(H.  B.)(i) 

177.6 

15 

1.9 

-59 

1.1 

3.1 

8.4 

10.2 

14 

15 

13 

253 

1.91 

ieorgia  Gulf 

317.8 

43 

55.4 

43 

1  7.4 

1 7.4 

64.5 

82. 1 

6 

91 

89 

1018 

7.53 

•oodrich  (B.  F.) 

639.0 

16 

53.0 

30 

8.3 

7.4 

1 7.2 

20.6 

6 

-3 

40 

1320 

8.47 

irace  (W.  R.) 

1397.2 

8 

30.3 

9 

2.2 

2.1 

9.6 

12.6 

14 

-10 

4 

2664 

2.29 

.  ireot  American  Management  isi 

338.6** 

59 

-8.3 

NM 

NM 

NM 

6.5 

10.6 

13 

8 

-33 

225 

1.92 

ireat  Lakes  Chemicclf 

158.1** 

4 

28.6 

19 

18.1 

1  5.8 

20.5 

22.4 

1 1 

28 

24 

1 151 

6.20 

lanna  (M.  A.)t 

256.4 

7 

13.8 

6 

5.4 

5.4 

15.3 

20.4 

8 

-5 

NA 

568 

3.51 

iercules 

681.6 

3 

43,2 

9 

6.3 

6.0 

5.8 

6.1 

18 

12 

1  1 

2161 

2,65 

imont(2| 

443.4 

8 

78.6 

0 

17.7 

19.3 

25.3 

NA 

NA 

NA 

NA 

2703 

NA 

^C  Fertilizer  Group  |6| 

322.6 

1 1 

38  8 

41 

12.0 

9.5 

14.0 

18.1 

8 

NA 

NA 

1117 

5.19 

itl.  Minerals  &  Chemical  |6| 

258.4 

-20 

23.9 

1  1 2 

9.3 

3.5 

6.9 

8.3 

13 

NA 

-30 

957 

3.20 

»ctite  (61 

1 16.4 

7 

14.1 

35 

12,1 

9.6 

22.1 

23.0 

15 

10 

18 

745 

2.86 

jbrizol 

345.2 

17 

30.7 

29 

8.9 

8.0 

18.8 

20.8 

1 1 

8 

13 

1497 

3.61 

^onsanto 

2265.0 

6 

222.0 

6 

9.8 

9.9 

12.4 

15.9 

1 1 

1 

10 

6728 

8,65 

^orton  Thiokol  (61 

708.7 

17 

0.5 

-99 

0.1 

6.9 

9.0 

10.5 

19 

14 

13 

2250 

2,48 

aico  Chemical 

249.5 

6 

25.1 

1 

10.1 

10.6 

180 

NA 

14 

7 

7 

1451 

2,72 

>iin 

671.0 

18 

34.0 

16 

5.1 

5.1 

1 1.0 

15.1 

1 1 

-5 

5 

1076 

4.96 

'  ennwalt 

279.9 

6 

28.5 

66 

10.2 

6.5 

17.2 

25.4 

21 

-10 

16 

1023 

6.08 

'uantum  Chemical 

814.1 

9 

71.4 

-25 

8.8 

12,8 

36.8 

-82.6 

4 

0 

42 

1203 

13.37 

'  exene(9) 

173.7 

5 

24.5 

-16 

14,1 

17.7 

33.8 

59.1 

4 

NA 

NA 

518 

4.00 

:  ohm  &  Haas 

679.5 

10 

53.1 

-15 

7  8 

10.0 

16.2 

18.3 

10 

5 

12 

2163 

3.33 

chulman  (A.)  (4) 

159.8** 

10 

7.2 

17 

4.5 

4,2 

17.1 

18.7 

13 

22 

22 

382 

2.21 

I  lerling  Chemicals  13) 

161.9 

-14 

31.7 

-50 

19.6 

33,8 

92.9 

136.0 

4 

NA 

NA 

840 

3.26 

1  nion  Carbide 

2241.0 

15 

201.0 

99 

9.0 

5  2 

19.5 

41.5 

5 

-26 

46 

4145 

6.00 

'  ista  Chemical  |3| 

198.5 

-8 

32.5 

12 

16,4 

13.4 

36.2 

104.5 

7 

NA 

NA 

874 

8.02 

^  /itco 

399.5 

1 

20.3 

q8 

5.1 

2.2 

10.5 

14,4 

1 1 

1  1 

3 

837 

3.52 

CONGLOMERATES 

«IIDUSTRY  COMPOSITE 

34692.2 

8 

2334.3 

15 

6.7 

6.3 

14.7 

17.4 

12 

6 

1  1 

105003 

3.63 

1  Ilied-Signal 

2942.0 

0 

126.0 

13 

4,3 

3,8 

1 1.7 

14.6 

10 

4 

-10 

4920 

3.20 

ggie  International 

324.0 

18 

14.7 

10 

4.5 

4,9 

12.0 

17.3 

10 

17 

19 

676 

8.96 

jqua  Industries 

246.7 

29 

5.1 

-93 

2.1 

40,1 

1.4 

0.3 

NM 

24 

13 

614 

0.05 

1  eneral  Electric 

11900.0 

13 

849.0 

17 

7.1 

6.9 

19.0 

19.0 

12 

NA 

7 

43640 

3.89 

r  eneral  Host(ni 

124.6 

15 

-0.4 

NM 

NM 

0.3 

NM 

-2.6 

NM 

9 

NA 

174 

-0.23 

i  reyhound 

841.8 

1 1 

14.8 

16 

1,8 

1,7 

8.5 

9  4 

13 

-3 

5 

1228 

2.47 

ulf  &  Western  (2| 

773.1 

10 

69.2 

7 

9,0 

9.2 

12.9 

16.6 

16 

4 

16 

6259 

3.25 

linnesota  Mining  &  Mfg. 

3017.0 

8 

318.0 

15 

10.5 

9.9 

20.4 

21.7 

14 

9 

12 

16068 

5.30 

ill  (5) 

118.3 

13 

11.8 

6 

10.0 

10.6 

16.4 

16.9 

20 

22 

15 

1 181 

1.57 

inn  Central 

343.1 

1 

92.7 

352 

27.0 

6.1 

9.3 

9.4 

1 1 

4 

-19 

1758 

2.35 

■emark  International 

620.7 

5 

22.4 

-5 

3.6 

4,0 

11.6 

13.8 

12 

NA 

NA 

1 186 

2.98 

Bckwell  International  13) 

3162.0 

4 

270.7 

24 

8.6 

7.2 

20.1 

22.1 

7 

9 

17 

5817 

3.19 

'ondard  Shares  |10| 

212.0 

15 

3.7 

-14 

1.7 

2.3 

8.4 

10.0 

16 

1 

0 

281 

6.50 

iledyne 

1116.3 

2 

70.5 

-53 

6.3 

13.6 

13.0 

14.7 

13 

2 

8 

3922 

27.54 

^xtro^> 

1826.0 

2 

63.3 

-7 

3.5 

3,8 

4.9 

1 1.2 

9 

NA 

22 

2358 

3.06 

IW 

1785.0 

-1 

69.0 

5 

3.9 

3.7 

12.0 

16.8 

10 

-2 

10 

2721 

4.33 

5X 

4458.0* 

11 

296.0 

89 

6.6 

3.9 

1 1.7 

16.5 

1 1 

0 

-13 

8742 

3.18 

'hitman 

881.5 

15 

37.8 

49 

4.3 

3.3 

10.5 

21.0 

19 

-4 

8 

3460 

1.73 

ONSUMER  PRODUCTS 

'  IDUSTRY  COMPOSITE 

45180.0 

18 

2455.3 

4 

5.4 

6.2 

12.9 

22.1 

15 

9 

1 1 

149035 

3.21 

1  >PAREL 

lOUP  COMPOSITE 

425S.9 

14 

163.8 

-18 

3.8 

5.4 

14.6 

26.4 

12 

14 

6 

9533 

1.68 

•'  own  Group  (1 1) 

462.6 

12 

1.1 

-93 

0.2 

3.8 

8.0 

8.5 

20 

-2 

-4 

612 

1.74 

■ystal  Brands 

232.8 

168 

6.1 

59 

2.6 

4.4 

3.7 

7.7 

17 

6 

NA 

262 

1.73 

1  uit  of  the  Loom 

282.0 

34 

7.7 

166 

2.7 

1.4 

12.3 

30.2 

8 

NA 

NA 

608 

1.26 

artmarx(i| 

327.4 

8 

9.8 

10 

3.0 

2.9 

9.7 

10.9 

13 

5 

-3 

511 

2.06 

terco(iO) 

483.1 

-3 

-42.2 

NM 

NM 

6.5 

NA 

NM 

NM 

4 

4 

101 

-0.42 

sllwood  (8) 

190.6 

1 1 

6.3 

14 

3.3 

3  2 

15.7 

17.5 

1 1 

14 

20 

351 

2.78 
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COMPANY 


SALES 


1ST 
QUARTER 


PROFITS 


RETURN 


MARGINS 


CHANGE         1ST  CHANGE  IS?  1ST  ON  ON 

FROM       QUARTER       FROM  QUARTER  QUARTER  INVESTED  COMMON 

1988           1989           1988  1989  1988  CAPiTAl  EQUITY 
S  •••  , 


5-TEAR  GROWTH 

EARNINGS 
COMMON  PER 

EQUITY  SHARE 


MARKET 
VAIUE 
SHARES 
OUTSTANDING 

J-21 


12 

MONTHS 
EARNING 
PER 

SHARE 


..  _ 
L6sl  16  ray 

20 

9.6 

64 

4.7 

3.5 

1  4.6 

19.4 

: 

—6 

262 

1 .36 

464.7 

40 

48.8 

77 

1 0.5 

8.3 

37.6 

33.2 

9 

10 

1 3 

1386 

4.29 

Oxford  Industries  7) 

132.9 

-4 

1.1 

NM 

0.8 

NM 

NA 

1.2 

71 

0 

NA 

113 

0.16 

Phillips-Van  Heusen  ii' 

164.1 

6 

3.3 

346 

2.0 

0.5 

15.3 

40.5 

14 

-17 

12 

167 

1.36 

kggdok  inT6rnoTionoi 

488  5 

g 

49  4 

2 

10  1 

in  *; 

1 U- J 

18  2 

20  1 

94 

1 525 

1 .21 

Russsli 

1 46  9 

24 

1 3  0 

]  ^ 

8  8 

0  A 
y.o 

12  9 

1  A  1 

1 0. 1 

14 

807 

1 .39 

Stride  RiteiD 

1  14.1 

32 

11.6 

73 

10.1 

7.7 

26.2 

29.5 

14 

5 

28 

558 

2.89 

VF 

562.8 

-6 

38.3 

4 

6.8 

6.2 

14.5 

16.0 

13 

25 

7 

2269 

2.57 

(b)ArrLIANCC9  &  HOME  rURNISnlNus 



GROUP  COMPOSITE 

6069.9 

25 

263.6 

-1 

4.3 

5.5 

12.2 

15.8 

14 

1 5 

1 1 

13032 

. .... 
1.77 

Allegheny  International  3 

268.3 

5 

-4.6 

NM 

NM 

NM 

21.4 

NV, 

NA 

NA 

14 

-5.51 

Armstrong  World  Industries 

710.1 

13 

37.4 

-4 

5.3 

6.2 

12.9 

16.0 

1  1 

1  1 

22 

1735 

3.48 

Circuit  City  Stores 

563.5 

22 

30.2 

27 

5.4 

5.1 

20.5 

28.6 

15 

50 

49 

1065 

3.05 

niuiliuiiu  JUUdSlulo 

315  9 

]  7 

2 1 

1  4 

1  3 

5  7 

1 6 

85 

—34 

114 

0  40 

InterTan  6i 

1 78.3 

1 6 

1 2.6 

4 1 

5.8 

1 6.5 

1 9.5 

1 2 

N  A 

N  A 

425 

3.97 

Kimball  International  (6| 

152.7 

17 

8.4 

-5 

5.5 

6.7 

12.2 

13.2 

12 

13 

15 

360 

1.47 

La-Z-Boy  Chair  !8i 

134.8 

16 

5.4 

-27 

4.0 

6.4 

11.3 

13.8 

13 

13 

12 

339 

1.42 

Leggett  &  Plott 

237.1 

28 

1  1.4 

12 

4.8 

5.5 

11.8 

15.9 

1 1 

22 

13 

436 

2.28 

Masco 

659.0 

10 

68.2 

-18 

10.4 

13.9 

12.9 

17.7 

13 

18 

17 

3506 

2.00 

Maytag 

678.6 

55 

34.1 

9 

5.0 

7.2 

14.1 

27.6 

1 1 

21 

12 

1455 

1.71 

Ohio  Mattress  ij 

158.2 

13 

5.5 

42 

3.5 

2.8 

9.2 

13.3 

24 

41 

15 

836 

1.06 

Pier  1  Imports  lO) 

1 1 1.7 

31 

4.9 

65 

4.4 

3.5 

13.4 

19.6 

18 

21 

19 

382 

0.70 

SSMC 

169.6** 

0 

-1.9 

NM 

NM 

1.2 

NM 

-10.9 

NM 

NA 

NA 

206 

-2.99 

Toro  (5) 

156.2 

2 

6.9 

15 

4.4 

3.9 

14.7 

22.9 

1  1 

8 

27 

212 

2.00 

Whirlpool 

1 576. 1 

48 

40.7 

10 

2.6 

3.5 

1  2.4 

1 2.5 

1 2 

1 

1949 

2.38 

c  BEVERAGES 

GROUP  COMPOSITE 

6254.4 

6 

537.9 

23 

8.6 

7.4 

14.9 

22.5 

16 

1 1 

14 

35989 

2.41 

Anheuser-Busch 

2205.1 

6 

167-1 

10 

7.6 

7.4 

13.8 

23.5 

1 5 

12 

18 

10805 

2  52 

Brown-Forman  (8) 

273.0 

0 

57.9 

103 

21.2 

10.5 

18.5 

26.5 

13 

1 

8 

1815 

5.02 

Coca-Colo 

1985.2 

6 

259.8 

23 

13.1 

11.3 

28.5 

35.5 

18 

2 

16 

18804 

3.00 

Coca-Cola  enterprises 

859.6 

0 

13.5 

4 

1.6 

1.5 

6.6 

8.9 

16 

51 

NA 

2159 

1.01 

Coors  (Adolph) 

324.1 

13 

-4.8 

NM 

NM 

1.3 

3.2 

3.6 

17 

5 

-9 

660 

1.05 

General  Cinema  : 

607.5 

10 

44.4 

59 

7.3 

5.1 

9.9 

16.2 

19 

18 

0 

1746 

1.35 

[a  PERSONAL  CARE 



UKOUr  ^OMrW9lTc 

1021 5.2 

1 1 

579.6 

14 

5.7 

5.5 

14*2 

20.0 

1 5 

4 

2 

.S20ea 

3  57 

Alberto-Culver  31 

180.6 

19 

6.3 

27 

3.5 

3.2 

17.2 

19.2 

18 

18 

44 

494 

2.05 

Avon  Products 

704.9 

13 

6.2 

2 

0.9 

1.0 

14.8 

42.1 

17 

-25 

1 

1354 

1.52 

Bausch  &  Lomb 

276.3 

30 

19.2 

16 

7.0 

7.8 

14.7 

16.0 

16 

19 

13 

1561 

3.36 

Chemed 

141.9 

42 

5.3 

17 

3.8 

4.6 

12.3 

19.3 

15 

9 

-3 

322 

2.28 

Clorox  i 

376.0 

16 

38.4 

10 

10.2 

10.7 

16.5 

18.7 

14 

16 

11 

2006 

2.58 

Colgate-Palmolive 

1203.6 

5 

67.2 

30 

5.6 

4.5 

1 1.7 

14.7 

20 

-4 

-34 

3341 

2.45 

Ecolab 

235.4 

4 

-7.7 

NM 

NM 

NM 

8.9 

9.6 

17 

19 

9 

732 

1.54 

Gillette 

941.0 

4 

77.6 

3 

8.2 

8.3 

21.0 

NM 

15 

-6 

8 

3744 

2.60 

Helene  Curtis  Industries  10 

170.5" 

25 

4.2 

62 

2.5 

1.9 

NA 

11.3 

16 

15 

21 

258 



3.43 

NCH  = 

149.6 

13 

9.4 

20 

6.3 

5.9 

16.8 

17.9 

11 

2 

19 

379 

3.89 

Noxell 

156.4 

8 

17.1 

9 

10.9 

10.8 

20.7 

21.3 

16 

17 

16 

839 

1.29 

Procter  &  Gamble  ; 

5430.0 

12 

310.0 

18 

5.7 

5.4 

12.8 

17.0 

14 

6 

-7 

15990 

 — 

6.95 

Stanhome 

1 19.0 

3 

8.4 

9 

7.1 

6.7 

28.7 

26.1 

13 

12 

36 

529 

2.00 

Tambrands 

129.9 

-2 

18.0 

-14 

13.9 

15.7 

23.2 

23.4 

16 

15 

1 1 

1339 

3.70 

(eTOBACCO 

GROUP  COMPOSITE 

18384.6 

25 

910.4 

-5 

5.0 

6.5 

1  1.4 

24.8 

14 

9 

17 

57592 

6.IS 

American  Brands 
Culbro 
Philip  Morris 
RJR  Nabisco 
UST 


3245.9* 
230.1* 
10770.0* 
3981.0 

157  d* 


5 
45 

5 

9 


172.2 
1.2 
590.0 
103.0 
44.0 


1  1 
15 
20 
-62 
19 


5.3 
0.5 
5.5 
2.6 
27.9 


5.0 
0.5 
6.6 
7.2 
25.5 


13.6 
2.8 
9.7 
13.3 
32.5 


21.8 
-0.7 
28.2 
21.2 

37.3 


12 
NM 
13 
16 
16 


6 
0 

15 
4 

12 


9 

-35 
22 
16 
18 


6351 
161 
28994 
19460 

2626 


5.79 
0.13 
9.61 
5.27 
1.47 


/CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 


4717.4 


14 


348.6 


21 


7.4 


6.9 


14.4 


19.8 


13 


31 


12645 


3.85 


(a  GLASS,  METAL  &  PLASTIC 
GROUP  COMPOSITE 


1074.2 


26.4 


-25 


3.5 


3.4 


6.6 


9.8 


19 


12 


2296 


1.71 


Anchor  Glass  Container 
Ball 

Constar  International 
Crown  Cork  &  Seal 


249.4 
257.3 
135.7 
431.8 


-4.1  NM 

7.7  -37 

3.6  11 

19.2  5 


NM 

3.0 
2.6 
4.4 


0.6 
5.1 
2.5 
4.4 


NM 
5.8 
10.2 
13.5 


-18.0  NM 

6.7  23 

14.6  13 

14.6  14 


98 
10 

1 


NA 
-1 
6 
21 


149 

661 
147 
1337 


-0.99 
1.21  i-: 
1.95  ^ 
3.44 


(blPAPER 

GROUP  COMPOSITE 


3643.1 


17 


322.2 


27 


8.8 


8.1 


16.2 


22.7 


14 


36 


10349 


4.35 


Bemis 

Federal  Paper  Board 
Gaylcrd  Container  (3) 
GreifBros.  : 


265.1 
284.7 
178.0 
105.1 


16 
18 
13 


7.8 
47.1 
6.0 
5.2 


16 
115 
-41 

-8 


2.9 
16.5 
3.4 
5.0 


2.7 
8.9 
6.7 
6.1 


12.0 
16.1 
11.7 
12.2 


17.2 
25.1 
28.0 
12.8 


18 
7 


7  28 

31  40 

NA  NA 

4  5 


673 
1076 
189 

537 


1.53 
4.14 

2.43 
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CORPORATE  SCOREBQ*  ■;  , 


:OMPANY  SALES  PROFITS   RETURN  

MARGINS  S-TEAR  GROWTH  MARKET 

    vAiue  12 


CHANGE 

CHANGE 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$  MIL 

% 

$  MIL, 

% 

4-21 

$  MIL, 

SHARE 

efferson  Smurfitt 

319.8 

2 

34.9 

8 

10.9 

10.4 

29.3 

47.0 

8 

26 

61 

1201 

3.79 

ongview  Fibre  (2| 

169.9 

24 

19.3 

18 

1  1.4 

12.0 

18.7 

27.0 

9 

12 

42 

845 

8.98 

otlatch 

297.4 

15 

35.9 

36 

12.1 

10.3 

10.6 

17.7 

8 

4 

34 

938 

4.39 

onoco  Products 

433.1 

15 

24.6 

10 

5.7 

5.9 

14.6 

21.7 

15 

14 

18 

1513 

2.25 

tone  Container 

1127.4 

28 

86.8 

33 

7.7 

7.4 

21.9 

NA 

5 

33 

112 

1829 

6,05 

emple-lnlond 

462.6 

9 

54.5 

20 

11.8 

10.7 

12.9 

19.0 

8 

8 

27 

1548 

7.48 

DISCOUNT  &  FASHION  RETAILING 


VDUSTRT  COMPOSITE 

70785.1 

1 6 

3232*1 

34 

4*6 

3.9 

13.1 

14.9 

16 

12 

9 

109326 

2.10 

klexander's  |S| 

172.5** 

-1 1 

17.2 

927 

10.0 

0.9 

13.5 

18.2 

16 

8 

NA 

346 

4.30 

imes  Department  Stores  iH) 

1771.0** 

169 

22.9 

35 

1.3 

2.6 

3.8 

10.6 

14 

48 

8 

614 

1.20 

lair 

102.5 

5 

6.3 

-20 

6.1 

8.0 

33.3 

33.3 

11 

9 

13 

353 

3.57 

rendle's  (1 1) 

1 1 3.5** 

7 

4.9 

-25 

4.3 

6.2 

4.2 

2.1 

48 

NA 

NA 

62 

0.16 

uriington  Coat  Factory  (2| 

278.7 

23 

21.5 

18 

7.7 

8.0 

12.6 

12.9 

10 

17 

9 

248 

2.13 

arson  Pirie  Scott  (ii) 

345.1** 

13 

9,3 

-26 

2.7 

4,1 

6.4 

0.2 

NM 

4 

-4 

319 

0.02 

arter  Howiey  Hole  Stores  |5| 

930.7** 

7 

21.9 

8 

2.4 

2.4 

8.6 

-3.1 

32 

-26 

20 

204 

0.28 

harming  Shoppes |)  i| 

221.5 

21 

17.0 

1 26 

7.7 

4. 1 

NA 

1 7.9 

19 

29 

28 

731 

0.76 

hild  World  (11) 

408.4 

5 

22.9 

25 

5.6 

4.7 

7.6 

6.8 

15 

NA 

NA 

186 

1.10 

ML  Group  (5) 

120.8 

13 

7.2 

13 

6.0 

6.0 

9.9 

16.3 

1 1 

22 

20 

133 

1.92 

onsolidated  Stores ni) 

215.8 

12 

14.2 

56 

6.6 

4.7 

12.0 

16.5 

14 

NA 

NA 

317 

0.50 

ostco  Wholesale  (4) 

696.8 

46 

9. 1 

38 

1 .3 

1 .4 

1 0.2 

1 5.5 

35 

56 

NA 

555 

0.65 

VN  Companies  (4) 

192.3 

17 

6.7 

4 

3.5 

3.9 

6.1 

6.5 

30 

114 

32 

256 

0.49 

alton  (B.)  |2| 

246.3 

3 

18.2 

13 

7.4 

6.7 

4.5 

2.5 

NA 

NA 

NA 

NA 

NA 

ayton  Hudson  ii  ii 

4100.0** 

1 1 

183.0 

37 

4.5 

3.6 

10.0 

15.2 

14 

9 

3 

3889 

3.45 

illard  Department  Stores  |i  1| 

882.0** 

1 3 

65.7 

32 

7.4 

6.4 

13.2 

16.6 

16 

38 

23 

1788 

3.53 

ollar  General  (11) 

190.0 

0 

6.2 

17 

3.3 

2.8 

8.8 

9.4 

18 

12 

-17 

185 

0.55 

imily  Dollar  Stores  (4) 

195.5 

9 

7.8 

-16 

4.0 

5.2 

14.9 

15.5 

1 1 

20 

9 

295 

0.96 

apdii 

423.7 

18 

32.2 

49 

7.6 

6.0 

25.7 

29.1 

21 

25 

35 

1495 

2.05 

enesco  (1 1) 

128.8 

1  4 

9.5 

28 

7.4 

6.6 

1 2.3 

13.4 

8 

3 

NA 

130 

0.76 

ordon  Jewelry  |4) 

134.7 

-1 

16.2 

44 

12,0 

8,2 

NM 

-3.4 

NM 

-5 

NA 

251 

-0.71 

reenman  Brothers (ii) 

113.5 

8 

11.0 

138 

9.7 

4.4 

NM 

4.3 

23 

26 

NA 

41 

0.30 

rossmon's 

219.6 

8 

-7.4 

NM 

NM 

NM 

13.4 

14.7 

16 

NA 

NA 

232 

0.57 

echinger  |i  i) 

245.9 

43 

12.9 

1  9 

5.2 

6.3 

10.7 

13.8 

14 

33 

20 

659 

1 ,30 

I  ills  Department  Stores  (111 

573.4 

13 

24.9 

1 

4.3 

4.8 

10.0 

-45.4 

19 

NA 

NA 

151 

0.41 

'  ome  Depot  {1  ii 

524.8 

40 

18.9 

18 

3.6 

4.3 

16.6 

20.0 

27 

63 

39 

1988 

1.50 

'  ome  Shopping  Network  (4| 

207.6 

8 

5.2 

1 

2.5 

2.7 

8.7 

12.5 

26 

NA 

NA 

559 

0.24 

'  ouse  of  Fabrics  i  ii  i 

100.8 

10 

4.7 

9 

4.7 

4.7 

1 1.8 

1 1.7 

14 

7 

-8 

156 

1 .69 

icobson  Stores  (11) 

120.5** 

13 

7.6 

33 

6.3 

5.4 

8.3 

15.9 

13 

25 

46 

140 

1.91 

>  imesway  (11) 

263.5 

15 

3.7 

-2 

1,4 

1,7 

6.0 

7.8 

16 

19 

1 

151 

0.69 

.  mart(ii) 

8555.0** 

9 

393.0 

22 

4.6 

4,1 

12,3 

16,0 

10 

1 1 

10 

7603 

4.00 

cinds*  End  (i  1} 

1 89.0 

44 

16. 1 

47 

8.5 

8,3 

36,9 

40,4 

20 

NA 

NA 

631 

1.61 

i«mited(ii| 

1356.0 

34 

120.1 

90 

8.9 

6.3 

16.2 

29.7 

22 

47 

46 

5421 

1.36 

loonel(n) 

221.3** 

18 

13.9 

60 

6.3 

4,6 

5.0 

5.5 

21 

NA 

-33 

86 

0.30 

'  »we's(ii) 

569.6 

13 

11.8 

NM 

2.1 

0,1 

10.7 

11.8 

14 

24 

9 

928 

1.83 

lacy  (K.  n.j  (5) 

2278.2** 

28 

77.5 

28 

3.4 

3.4 

NM 

NM 

NA 

NA 

NA 

NA 

-97.45 

'  iay  Department  Stores  ( 1 1 1 

4051.0** 

24 

276.0 

20 

6.8 

7.0 

NA 

17.8 

1  1 

23 

10 

5838 

3.42 

'  kelville 

1529.1 

10 

24.2 

8 

1.6 

1.6 

20.7 

20.9 

12 

15 

14 

4429 

3.28 

'  Mercantile  Stores  ( 1 1 1 

766.3** 

8 

57.3 

23 

7.5 

6.6 

13.5 

15.5 

12 

1 4 

13 

1690 

3.92 

lerry-Go-Round  Enterprises (ii 

106.8 

35 

6.1 

55 

5.8 

5.0 

12.9 

19.4 

13 

26 

2 

149 

1.16 

■  ieyer  (Fred)  (11) 

568.4 

16 

15.3 

11 

2.7 

2.8 

10.2 

15.1 

13 

NA 

NA 

428 

1.50 

^eiman-Marcus  Group  (5) 

449.4 

20 

13.8 

-1 1 

3.1 

4.1 

4.0 

NM 

NM 

NA 

NA 

539 

-0.35 

ichois(S.  E.)(iil 

98.5 

-2 

-3.3 

NM 

NM 

NM 

NM 

NA 

NM 

13 

NA 

12 

-0.74 

ordstromd!) 

765.1 

27 

47.5 

43 

6.2 

5.5 

14.2 

19.3 

23 

23 

25 

2790 

1.51 

shman's  Sporting  Goods(i  i| 

104.3 

-13 

5.5 

-22 

5.3 

5.9 

20.6 

24.3 

6 

4 

-17 

1 10 

3.14 

ice  Membership  Warehoused 

)  497.5 

31 

5.7 

58 

1.1 

0.9 

11.3 

8.3 

23 

99 

NA 

192 

0.65 

!nney  (J.  C.)  d  i) 

4950.0 

-2 

435.0 

55 

8.8 

5.5 

12.1 

24.3 

9 

0 

14 

6756 

6.02 

!trie  Stores  (1  i)t 

385.7 

8 

18.9 

-21 

4.9 

6.7 

5.4 

5.8 

28 

18 

3 

976 

0.75 

icei4| 

1035.2** 

23 

25.6 

21 

2.5 

2.5 

15.3 

20.6 

19 

50 

39 

2025 

2.17 

>se's  Stores  (1 1) 

445.6 

12 

6.5 

431 

1.5 

0.3 

7.9 

8.4 

12 

16 

5 

184 

0,81 

>ss  Stores  (11) 

201.3 

15 

16.3 

58 

8.1 

5.9 

21.1 

25.6 

16 

40 

NA 

398 

0.97 

^ars,  Roebuck 

12160.5** 

1 1 

256.3 

35 

2.1 

1.7 

15,8 

7.8 

16 

8 

-4 

17080 

2.92 

Tvice  Merchandise 

565.4 

7 

-4.4 

NM 

NM 

NM 

14.0 

22.3 

6 

6 

4 

775 

2.57 

rawbridge  &  Clothier  (1 1) 

322.7** 

12 

21.0 

12 

6.5 

6.5 

9.6 

14.2 

12 

5 

15 

314 

3.02 

ffony  (1 1) 

103.1 

25 

12.8 

32 

12.4 

1 1.8 

NA 

29.8 

20 

NA 

NA 

441 

2.44 

X  (1 1) 

567.3 

22 

22.2 

21 

3.9 

3.9 

20.7 

NA 

14 

NA 

NA 

1193 

1.62 

ys'R'Usim 

1889.4 

22 

196.6 

27 

10.4 

10.0 

18.7 

21.2 

22 

28 

22 

5675 

2.04 

S.  Shoe  (11) 

683.9 

1 1 

18.0 

74 

2.6 

1.7 

4.2 

2.6 

62 

9 

-15 

795 

0.29 

1  al-Mart  Stores  (11) 

6530.7 

31 

323.2 

31 

4.9 

4.9 

23.7 

31.0 

25 

35 

35 

20569 

1.48 

I  holesoleClubdi) 

132.3** 

44 

2.9 

56 

2.2 

2.0 

14.1 

10.1 

18 

NA 

NA 

51 

0.61 

'  ool worth  (F.  W.)(ni 

2546.0** 

15 

144.0 

10 

5.7 

5.9 

15.8 

15.6 

12 

12 

23 

3380 

4.47 

lyredi) 

1920.8 

-69 

55.1 

-55 

2.9 

0.1 

NA 

10.3 

26 

20 

17 

1438 

0.98 
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COMPANY 


SALES 


1ST 
QUARIfR 
1989 


PROFITS 


RETURN 


MARGINS 


CHANGE         1ST  CHANGE  1ST  1ST  ON  ON 

FROM       QUARTER  FROM  QUARTER  QUARTER  INVESTED  COMMON 

1988           1989  1988  1989  1988  CAPITAL  EQUITY 
$  MIL. 


S-YEAR  GROWTH  MARKET 

  VALUE  12 

EARNINGS          SHARES  MONTHS'! 

COMMON         PER  OUTSTANDING  EARNINGll 

PE         EQUITY         SHARE               4-21  PER 

4  21            \               %                 SMIL  SHARE 


9  ELECTRICAL  &  ELECTRONICS 


INDUSTRY  COMPOSITE 


24891.0 


1317.9  -4 


5.3 


6.0 


11.4 


12.4 


15 


10 


63570 


2.20 


(a)  ELEaRICAL  PRODUaS 
GROUP  COMPOSITE 


5439.7 


311.9 


-3 


5.7 


6.3 


14.7 


18.0 


II 


15 


16236 


3.32 


Ametek 

Cooper  Industries 
Genlyte  Group 
Hubbell 


144.1 
1039.2* 
129.3 
161.8 


1 1.3 
38.0 
2.9 
19.2 


3 
18 
-10 
13 


7.8 
3.7 
2,3 
1  1.8 


8.5 
3.5 
2.6 
1  1.2 


12.0 
10.2 
9.9 
17.4 


19.6 
13.0 
31.7 
18.7 


16 
13 


NA 
12 


25 
NA 
13 


578 
2927 
121 
914 


-iflUtionolWI 


Notional  Service  Industries  (4)             376.9         11  21.6  10  5.7  5.8  13.1           15.8          14         11  9  1225 

Roychemm                                         270.1         -2  2.4  -92  0.9  10.5  9,4           10.2           15          21  27  1145 

Square  D                                             431.3         10  27.6  1  6.4  7.0  14.2           18.7           12           6  11  1371 

Westinghouse  Electric  2887.2  5  189.0  5  6.5  6.6         17.4  2K9  10  1         18  7954 


(b)ELEaRONiCS 


GROUP  COMPOSITE 

10091.5 

11 

576.6 

2 

5.7 

6.3 

12.5 

13.0 

12 

18 

-3 

19539 

2.91  1 

E-Systems 

394.9 

28 

19.1 

24 

4.8 

5.0 

13.7 

15.9 

12 

15 

4 

908 

2.51  ,1' 

General  Instrument  (loi 

328.8 

12 

20.6 

7 

6.3 

6.6 

10.7 

14.0 

12 

-4 

-13 

1014 

2.55  V 

GM  Hughes  Electronics 

2974.8 

16 

210.1 

-10 

7.1 

9.1 

10.3 

10.1 

14 

6 

17 

3434 

1.89  ij 

Harris  |6| 

581.7 

1  1 

27.6 

25 

4.7 

4.2 

6.7 

7.5 

15 

8 

0 

1123 

1.94  1 

Litton  Industries  (SI 

1204.7 

4 

43.5 

7 

3.6 

3.5 

10.0 

14.4 

12 

-1 1 

-3 

1977 

6.66 

Motorola 

2175.0 

1 1 

123.0 

8 

5.7 

5.8 

14.6 

13.5 

13 

11 

7 

5950 

3.50 

Raytheon 

2073.0 

6 

120.8 

7 

5.8 

5.8 

25.0 

23.4 

9 

1 

15 

4555 

7.50 

Varian  Associates  |3| 

358.6 

20 

12.0 

28 

3.3 

3.1 

12.2 

13.2 

10 

3 

-15 

579 

2.66 

(c)  INSTRUMENTS 

GROUP  COMPOSITE 

4633.4 

8 

157.6 

23 

3.4 

3.0 

-0.2 

-3.4 

NM 

0 

-8 

9357 

-0.39 

Foxboro 

137.9 

3 

3.0 

203 

2.2 

0.7 

8.3 

6.0 

34 

-10 

9 

406 

0.96 

General  Signal 

478.4 

15 

19.8 

0 

4.1 

4.7 

3.1 

5.5 

44 

-8 

-18 

1024 

1.23 

Honeywell 

1663.5 

-4 

62,9 

9 

3.8 

3.3 

NM 

-24.8 

NM 

-5 

NA 

3159 

-10.12 

Imo  Industries 

178.3 

14 

7.9 

57 

4.4 

3.2 

8.2 

10.6 

1  1 

NA 

NA 

353 

1.85 

Johnson  Controls  (3) 

863.7 

16 

19.4 

2 

2.2 

2.6 

9.5 

11.8 

12 

16 

4 

1306 

2.87 

Mark  IV  Industries  (10) 

278.7 

163 

4.2 

2 

1.5 

3.9 

9.7 

20.2 

6 

76 

62 

130 

2.10 

Millipore 

160.8 

1 1 

12.4 

5 

7.7 

8.2 

12.2 

NA 

16 

14 

19 

886 

1.98 

Perkin-Elmer(5) 

316.8 

6 

17.2 

20 

5.4 

4.8 

10.0 

9.1 

18 

7 

2 

1090 

1.45 

Tektronix  (7) 

434.1 

0 

6.4 

NM 

1.5 

NM 

0.8 

0.8 

NM 

-3 

NA 

638 

0.13 

Teradyne 

121.2 

12 

4.4 

280 

3.6 

1.1 

NM 

NA 

NM 

21 

NA 

363 

0.00 

Wson'i : 

'tarn  Sttr-; 

iay'iGe»eic : 


liryMtrtCwYei 


SwrolNntrtioB 

^ftlfooii 

mlWonlicJfe 


wioMBwIlijt 

l« 

*ii)iiiSu|mM« 

Ml 

*se  Super  Moil 
liiiMatkels 

'"•OilisilMd 


(d)SEMICONDUaORS 
GROUP  COMPOSITE 


4726.4 


271.7 


-24 


5.8 


8.2 


14.8 


14.8 


14 


13 


27 


18438 


1.79 


Advanced  Micro  Devices 
AMP 

Analog  Devices  (2| 
AVX 


269.6 
712.6 
114.1 
102.5 


-5 
9 
13 
-3 


10.1 
77.3 
9.5 
6.3 


-50 
0 
49 
1  1 


3.7 
10.8 
8.3 
6.2 


7.1 
1 1.9 
6.3 
5.4 


NM 
19.6 
10.8 
10.0 


-0.2 
21.0 
11.7 
13.6 


NM 
15 

13 


17 
14 

17 
17 


NA 

13 
2 
9 


710 
4646 
543 
230 


0.02 
2.96 
0.87 
2.11 


Intel 
LSI  Logic 

Micron  Technology  |4) 
Molex  (6) 


713.1 
133.9 
113.8 
141.7 


12 
83 
95 
1 1 


97.0 
8.0 
29.2 
14.8 


71 
72 
6 


13.6 
6.0 
25.6 
10.4 


14.7 

6.5 
29.0 
10.9 


18.5 
4.5 

30.2 
NA 


20.8 
8.2 
34.1 
14.7 


12 
17 
5 
15 


9 
14 
54 
27 


33 
4 
NA 
16 


5236 
455 
649 
838 


2.49 
0.65 
3.93 
2.25 


•but  BUMS 

Hi 

Siloii 

'*«ielori<C«o 


National  Semiconductor  (7) 
Sprogue  Technologies 
Texas  Instruments 
Thomas  &  Betts 


589.0 
137.6 
1561.1 
137.4 


3 
10 
6 


-80.9 
0.4 
84.6 
15.4 


NM 
-89 
-1 
4 


NM 
0.3 
5.4 
1 1.2 


2.3 
3.0 
5.8 
1 1.7 


NA 
3.0 
NA 
17.5 


-13.5 
3.0 

19.3 
18.8 


NM 
22 
10 
14 


21 
NA 
7 
10 


NA 
NA 
2 
12 


832 
216 
3246 
837 


-1.02 
0.54 
4.00 
3.49 


10  FOOD 


INDUSTRY  COMPOSITE 


53066.8 


16  1262.2 


2.4 


2.5 


12.3 


20.7 


17 


84070 


2.05 


(alFOOD  DISTRIBUTION 
GROUP  COMPOSITE 


5393.5 


25 


71.7 


20 


1.3 


1.4 


11.3 


16.6 


16 


15 


10 


4695 


Di  Giorgio 
Rykoff-Sexton  (8) 
Super  Food  Services  |4| 


259.8 
317.2 
381.5* 


7 
14 
7 


1.7 
4.5 
3.4 


-15 
18 
12 


0.6 
1.4 
0.9 


0.8 
1.4 
0.8 


10.9 
9.4 
1 1.6 


11.5 
11.3 
15.7 


16 
14 
13 


0 
23 
15 


137 
286 
197 


1.74 
1.68 
2.11 


Super  Rite  Foods  ( i  oi 
Super  Valu  Stores  i  loi 
Sysco  (6) 


210.3 
2507.0 
1717.7 


25 
12 
64 


2.3 
37.4 
22.5 


19 
19 
27 


1.1 
1.5 
1.3 


1.2 
1.4 
1.7 


14.1 
13.1 
9.7 


17.8 
18.1 
17.1 


17 
14 

20 


24 
16 
17 


122 
1880 
2073 


1.47 
1.81 
2.26 


*llllOil! 
*VIO(l 

^^CeiittolPH, 


(b|FOO[>«>ROCESSING 


GROUP  COMPOSITE 

24037.6 

12 

913.0 

16 

3.8 

3.7 

14.1 

19.7 

16 

7 

13 

60635 

2.66 

American  Maize-Products 

137.1 

20 

2.1 

464 

1.6 

0.3 

4.6 

2.1 

39 

7 

-14 

122 

0.48 

Borden 

1803.9 

13 

59.0 

13 

3.3 

3.3 

12.6 

17.2 

15 

6 

14 

4703 

4.31 

Campbell  Soup  |S| 

1582.3 

18 

94.8 

12 

6.0 

6.3 

10.5 

12.8 

22 

1 1 

8 

5661 

2.00 

Castle  &  Cooke 

563.1 

2 

12.5 

-49 

2.2 

4.5 

11.8 

12.8 

15 

20 

NA 

1666 

1.84 

ConAgra  (7) 

2682  2 

22 

37.6 

23 

1.4 

1.4 

15.9 

20.0 

15 

23 

19 

2672 

2.23 

CPC  International 

1260.0 

16 

67.7 

17 

5.4 

5.4 

18.1 

25.0 

15 

-4 

24 

4446 

3.81 

Curtice-Burns  Foods  i6) 

204.1 

12 

3.2 

4 

1.6 

1.7 

7.3 

17.7 

11 

11 

7 

183 

2.86 

Dean  Foods  (7| 

430.8 

9 

12.3 

4 

2  9 

3.0 

15.0 

16.8 

18 

25 

13 

838 

1.75 

Dekalb  Genetics  (4) 

118.8 

6 

5.1 

NM 

4.3 

0.1 

9.5 

13.9 

12 

NA 

NA 

155 

2.38 

Flowers  Industries  (6| 

175.2 

7 

5.8 

-24 

3.3 

4.7 

13.6 

19.1 

17 

12 

14 

638 

1.12 

'"•iiltljy 
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CORPORATE  SCOREBOAf 


COMPANY  SALES  PROFITS   RETURN  

MARGINS                                                            5-YEAR  GROWTH  MARKET 
    VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS" 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1989 

1988 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

$  Mil 

$  MIL 

4-21 

$  MIL 

SHARE 

General  Mills  (7| 

1455.7 

17 

82.3 

24 

5.7 

5.3 

17.4 

34.2 

18 

-14 

5 

5248 

3.64 

Heinz  (H.  J.)  181 

1366.5 

9 

103.0 

13 

7.5 

7.3 

16.4 

26.7 

16 

7 

14 

6566 

3.22 

Hershey  Foods 

572.2 

16 

39.7 

10 

6.9 

7.3 

12.0 

14.7 

18 

10 

10 

2604 

1.63 

Holly  Farms  (7) 

463.0 

19 

16.4 

NM 

3.5 

0.3 

14.0 

19.0 

13 

14 

7 

1 125 

4.65 

Hormel  (Geo.  A.)(2| 

551.2 

-1 

13.7 

12 

2.5 

2.2 

13.5 

14.4 

13 

10 

16 

824 

1.61 

Hudson  Foods  (3| 

142.2 

20 

4.0 

NM 

2.8 

NM 

NM 

25.3 

8 

84 

-28 

169 

1.60 

IBP 

2235.3 

6 

1.4 

-90 

0.1 

0.7 

7.9 

10.1 

14 

4 

NA 

692 

1.05 

Infernatlonal  MultlfoodsdOi 

479.8 

6 

7.0 

-10 

1.5 

1.7 

9.5 

11.2 

12 

1 1 

-9 

367 

2.49 

Lance 

97.0 

1 1 

8.4 

-8 

8.7 

10.5 

17.4 

19.3 

16 

7 

7 

628 

1.21 

McCormlck(i| 

277.9 

2 

7.5 

92 

2.7 

1.4 

11.9 

13.3 

18 

6 

~5 

676 

1.70 

Pilgrim's  Pride  |3) 

158.0 

32 

1.6 

NM 

1.0 

NM 

NM 

10.6 

23 

NA 

NA 

164 

0.32 

Pioneer  Hi-Bred  International  (4| 

136.6 

32 

12.2 

NM 

8.9 

NM 

14.2 

14.9 

14 

1  1 

2 

1185 

2.61 

Quaker  Oats  (6) 

1381.5 

3 

68.1 

-9 

4.9 

5.6 

15.3 

19.5 

18 

14 

16 

4476 

3.17 

Ralston  Purina  (3) 

1 589.3 

1 3 

90.8 

2 

5.7 

6.3 

1 8.7 

29.5 

1 5 

0 

2 1 

5663 

5.59 

Sara  Lee  (6) 

2835.9 

14 

95.0 

23 

3.4 

3.1 

13.1 

NA 

15 

12 

14 

5756 

3.39 

Smithfield  Foods  (8) 

208.3 

-1  1 

5.1 

-45 

2.4 

3.9 

18.7 

29.5 

1 1 

19 

57 

116 

1.55 

Thorn  Apple  Valley  (7| 

134.2 

3 

0.1 

-78 

0.1 

0.4 

1 1.4 

13.6 

7 

-1 

-1 1 

24 

1.03 

Tyson  Foods  (3) 

Do4.y 

1 5 

Z  1  ./ 

O  1 
Z  1 

4. 1 

J.V 

1 4. 1 

24.2 

1 2 

4 1 

47 

1030 

1 .36 

Universal  Foods  (3) 

201.6 

24 

8.4 

47 

4.2 

3.5 

12.0 

17.7 

18 

1  1 

6 

589 

1 .99 

Wrigley  (Wm.)  Jr. 

259.0 

20 

26.4 

30 

10.2 

9.4 

29.7 

30.2 

18 

6 

21 

1649 

2.34 

FOOD  RETAILING 

GROUP  COMPOSITE 

23635.7 

18 

277.5 

-1 1 

1.2 

1.6 

8.3 

28.4 

21 

12 

7 

18741 

1.06 

Albertson's  (11) 

1889.5 

24 

51.9 

29 

2.7 

2.7 

19.8 

21.5 

18 

14 

14 

2904 

2.44 

American  Stores  in; 

5388.9 

41 

20.2 

-56 

0.4 

1.2 

10.6 

8.4 

24 

20 

6 

1843 

2.54 

Big  Bear(4| 

270.0 

15 

0.7 

-84 

0.3 

2.0 

9.8 

10.3 

30 

20 

10 

339 

1.27 

Casey's  General  Stores  |8) 

101.0 

25 

1.7 

-29 

1.7 

3.0 

NA 

14.3 

13 

63 

31 

132 

0.88 

Circle  K IS) 

894.9** 

45 

12.8 

45 

1.4 

1.4 

7.3 

15.3 

15 

38 

17 

668 

1.05 

Dairy  Mart  Convenience  Stores  (H)  181.5*** 

43 

-0.4 

NM 

NM 

NM 

8.5 

12.9 

14 

69 

24 

58 

0.94 

Deichamps(6| 

224.0 

9 

3.8 

93 

1.7 

1.0 

10.6 

15.4 

15 

9 

-2 

153 

1.45 

Food  Lion 

1010.8 

30 

28.7 

31 

2.8 

2.8 

20.7 

26.4 

27 

28 

32 

3300 

0.38 

Foodarama  Supermarkets  |2| 

131.1 

6 

0.0 

-95 

0.0 

0.7 

7.3 

8.7 

15 

7 

101 

38 

2.26 

General  Nutrition  (1 1) 

116.3 

2 

5.0 

NM 

4.3 

NM 

NA 

14.3 

23 

-1 

-54 

283 

0.39 

Giant  Food  (10) 

966.6 

9 

35.7 

32 

3.7 

3.1 

17.8 

24.6 

16 

17 

12 

1564 

1.63 

Great  Atlantic  &  Pacific  Tea  |10| 

2433.4 

9 

30.6 

21 

1.3 

1.1 

12.0 

13.5 

15 

22 

34 

1964 

3.34 

Hcnnaford  Brothers 

348.0** 

26 

8.6 

22 

2.5 

2.5 

12.3 

18.3 

17 

22 

20 

509 

1.61 

Kroger 

4490.8 

4 

-19.0 

NM 

NM 

0.9 

NM 

NM 

NM 

3 

-24 

880 

-0.50 

Mayfair  Super  Markets  (4) 

152.7 

6 

0.7 

-76 

0.5 

2.1 

1  1.2 

21.1 

19 

40 

50 

185 

1.22 

National  Convenience  Stores  (6) 

239.3 

6 

-7.5 

NM 

NM 

NM 

NM 

-12.8 

NM 

-2 

-60 

193 

-0.42 

Penn  Traffic  (HI 

434.7 

169 

-2.7 

NM 

NM 

1.2 

NM 

-26.0 

NM 

-21 

-23 

103 

-2.21 

Ruddick|3) 

315.0 

17 

4.5 

1 

1.4 

1.7 

9.7 

12.3 

12 

10 

6 

217 

1.89 

Seaway  Food  Town  (4) 

127.5 

NA 

1.4 

NA 

1.1 

NA 

NA 

NA 

NA 

-7 

19 

53 

NA 

Stop  &  ShopiU) 

1264.0 

4 

41.3 

37 

3.3 

2.5 

NM 

-18.5 

NA 

-11 

NA 

NA 

-0.70 

Village  Super  Market  |5| 

167.1 

9 

1.6 

-14 

1.0 

1.2 

8.8 

11.9 

10 

29 

71 

58 

1.80 

Weis  Markets 

301.5 

7 

20.3 

7 

6.7 

6.7 

16.2 

16.5 

16 

12 

1 1 

1385 

1.85 

Winn-Dixie  Stores  |6) 

2186.9 

6 

37.4 

31 

1.7 

1.4 

18.3 

18.3 

14 

5 

1 

1913 

3.41 

FUEL 

INDUSTRY  COMPOSITE 

82966.5 

5 

5059.4 

33 

6.1 

4.8 

9.4 

13.2 

13 

-2 

-6 

203846 

3.17 

COAL 

GROUP  COMPOSITE 

725.2 

5 

30.6 

-22 

4.2 

5.7 

8.3 

8.9 

15 

0 

NA 

1513 

1.30 

Nerco 

156.9 

-10 

16.3 

-60 

10.4 

23.3 

9.0 

NA 

12 

12 

9 

593 

1.53 

Pittsfon 

418.6** 

10 

10.9 

156 

2.6 

1.1 

9.4 

9.6 

18 

-4 

NA 

757 

1.14 

Westmoreland  Cool 

149.7 

9 

3.5 

NM 

2.3 

NM 

NM 

6.4 

18 

-8 

NA 

163 

1.09 

OIL  &  CAS 

GROUP  COMPOSITE 

80241.8 

5 

4929.5 

34 

6.1 

4.8 

9.4 

13.3 

12 

-2 

-5 

189013 

3.42 

Amerada  Hess 

1484.8** 

18 

220.2 

236 

14.8 

5.2 

10.2 

12.6 

12 

-4 

-4 

3279 

3.41 

American  Petrofino 

718.9 

19 

48.8 

60 

6.8 

5.0 

11.3 

18.2 

7 

6 

15 

1009 

11.08 

Amoco 

5908.0 

16 

458.0 

-2 

7.8 

9.2 

9.9 

15.4 

1 1 

1 

-3 

23196 

3.99 

Anadarko  Petroleum 

126.6 

46 

26.1 

1  10 

20.6 

14.3 

6.3 

NA 

28 

0 

NA 

1485 

1.02 

Ashland  Oil  (3| 

1778.2** 

2 

-13.8 

NM 

NM 

1.2 

11.2 

17.2 

1 1 

3 

21 

2474 

3.70 

Burlington  Resources 

442.2 

-29 

56.8 

24 

12.8 

7.4 

3.1 

2.3 

NA 

NA 

NA 

6845 

NA 

Chevron 

7700.0*** 

3 

313.0 

-52 

4.1 

8,7 

7.1 

9.7 

14 

1 

-4 

19457 

4.17 

Crown  Central  Petrol 

284.3 

10 

2.8 

589 

1.0 

0.2 

14.1 

15.9 

7 

2 

NA 

229 

5.02 

Diamond  Shamrock  R&M 

466.5 

1 1 

14.9 

NM 

3.2 

NM 

14.5 

19.6 

9 

NA 

NA 

596 

2.90 

Exxon 

20409.0** 

0 

1270.0 

-13 

6.2 

7.1 

11.6 

16.0 

12 

3 

5 

56861 

3.88 

Kerr-McGee 

717.1 

8 

33.9 

225 

4.7 

1.6 

7.3 

8.8 

17 

-5 

1 

2157 

2.60 

Louisiana  Land  &  Exploration 

196.1** 

-3 

20.6 

NM 

10.5 

0.5 

NM 

-10.3 

NM 

-4 

NA 

1079 

-1.63 

Mapco 

468.4* 

7 

35.4 

3 

7.6 

7.9 

12.5 

19.3 

12 

-4 

26 

1391 

5.93 

Maxus  Energy 

152.3 

-6 

-9.9 

NM 

NM 

NM 

NM 

NM 

NM 

-60 

NA 

651 

-1.21 

Mitchell  Energy  &  Dev.  (1 1| 

152.7 

-2 

5.1 

12 

3.3 

2.9 

2.3 

0.2 

NM 

4 

-39 

690 

0.02 

Mobil 

14024.0*** 

1 

429.0 

-22 

3.1 

3.9 

9.5 

12.2 

1  1 

4 

5 

21409 

4.64 

Murphy  Oil 

386.6** 

9 

6.4 

NM 

1.7 

NM 

3.8 

6.8 

24 

-7 

-21 

1240 

1.52 

Occidental  Petroleum 

5143.0 

15 

76.0 

-32 

1.5 

2.5 

8.2 

4.4 

26 

21 

-13 

7436 

1.07 

'ennzoil 

672.9** 

39 

52.5 

NM 

7.8 

0.9 

NM 

-12.0 

NM 

-9 

NA 

3089 

-3.63 
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COMPANY 


SALES 


PROFITS 


RETURN 


5-YEAR  GROWTH 


MARKET 
VALUE 


1ST 

CHANGE 

1ST 

CHANGE 

1ST  . 

1ST 

ON 

ON 

EARNINGS 

SHARES 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDI 

1989 

1968 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

P  E 

EQUITY 

SHARE 

4-21 

$  MIL 

$  Mil 

4-21 

$  MIL 

— 11 — ;  

Phillips  Petroleum 

3052.0 

7 

190-0 

46 

6.2 

4.5 

1  3  0 

33.3 

8 

-24 

-21 

5838 

Quaker  State 

192.4 

-13 

0.4 

-88 

0.2 

1.4 

4.3 

NA  . 

37 

3 

-13 

445 

Sun 

2650.0*** 

1 1 

81.0 

35 

3.1 

2.5 

NM 

0.8 

NM 

-6 

-47 

4310 

Sun  Exploration  &  Production 

304.0** 

-8 

17.0 

NM 

5.6 

NM 

NM 

-17.6 

NM 

NA 

NA 

3370 

Texaco 

9610.0** 

10 

1455.0 

439 

15.1 

3.1 

19.1 

32.6 

5 

-12 

13 

13437 

Tosco 

274.7 

4 

-8.0 

NM 

NM 

3.0 

1  1.8 

37.4 

16 

NA 

NA 

204 

Union  Texas  Petroleum 

306.8** 

-16 

49.8 

31 

16.2 

10.5 

12-0 

46.9 

15 

NA 

NA 

1089 

Unocal 

2419.0** 

14 

87.0 

NM 

3.6 

NM 

8.8 

18.0 

14 

-20 

-40 

5282 

Valero  Energy 

201.4 

-5 

1 1.4 

44 

5.7 

3.7 

6.9 

3.5 

27 

2 

-18 

465 

12 

MONTHS' 
EARNINGS 
PER 
SHARE 


2.94 
0.46 
0.25 
-2.68 


10.15 
0.30 
0.87 
3.35 
0.67 


(c|  PETROLEUM  SERVICES 


GROUP  COMPOSITE 

1999.6 

-1 

99.3 

8 

5.0 

4.6 

11.3 

10.6 

29 

-13 

NA 

13320 

I.OS 

Baker  Hughes  |3| 

568.6 

6 

15.8 

230 

2.8 

0.9 

6.8 

6.4 

34 

-3 

NA 

2104 

0.52 

Cameron  Iron  Works  m 

151.0 

12 

5.1 

NM 

3.4 

NM 

5.0 

1.2 

NM 

-7 

NA 

690 

0.14 

Ocean  Drilling  &  Exploration 

98.3** 

2 

-3.9 

NM 

NM 

NM 

-3.1 

-5.1 

NM 

-14 

NA 

927 

-0.44 

Schlumberger 

1 181.8 

-5 

82.3 

-19 

7.0 

8.1 

18.1 

15.8 

24 

-16 

-15 

9598 

1.70 

12  HEALTH  CARE 


INDUSTRY  COMPOSITE 


30822.6 


10  3106.2 


10.1 


9.7 


18.5 


23.4 


17 


12 


178846 


2.94 


(a|  DRUG  DISTRIBUTION 
GROUP  COMPOSITE 


7446.5 


11 


159.6 


23 


2.1 


1.9 


9.6 


12.8 


15 


11 


7088 


1.43 


Anac  Holding  (7|  664.6  11  -6.0  NM  NM  NM  NM  NM  NA 

Bergen  Brunswig  (41  970.4**  12  11.4  35  1.2  1.0  12.1  17.6  13 

Bindley  Western  Industries  362.2  17  0.9  -24  0.2  0.4  10.3  7.3  15 

Drug  Emporium  (101  112.7  17  3.1  73  2.7  1.8  16.1  NA  18 


NA 
12 


NA 
3 
-7 
NA 


NA 
519 

50 
150 


-24.92 
2.19 
0.54 
1.32 


Durr-Fillauer  Medical 
Fay's  Drug  (1  n 
Geno vese  Drug  Stores  ( 1 1 1 
Longs  Drug  Stores  ( 1 1 1 


171.9 
149.9 
107.7 
549.5 


23 
6 
26 
1  1 


2.8 
4.8 
2.6 
16.9 


41 
28 
35 
13 


1.6 
3.2 
2.4 
3.1 


1.4 
2.6 
2.2 
3.0 


13.7 
13.3 
11.1 
17.0 


18.9 
18.6 
17.1 
18.1 


12 
15 
13 
13 


9 
12 
12 

6 


15 
-10 
0 
9 


143 
147 
74 
740 


1.62 
0.73 
0.83 
2.75 


McKesson  (9i 
Perry  Drug  Stores  (2i 
Rite  Aid  (101 
Walgreen  (4i 


1877.4* 
184,3 
819.2 

1476.7 


9 
5 
18 
9 


25.4 
4.2 
36.1 
57.3 


132 
0 
21 


2.3 
4.4 
3.9 


1.4 
1.0 
5.2 
3.5 


NA 
NM 
13.1 
15.3 


13.5 
-12.7 
15.6 
19.9 


15 
NM 
16 
16 


9 
-2 
16 
15 


5 
NA 
9 
1 1 


1328 
121 
1508 
2307 


2.22 
-0.58 
2.30 
2.35 


(b|  DRUGS  &  RESEARCH 
GROUP  COMPOSITE 


1 1079.0 


10  1844.5 


13 


16.6  16.2 


24.5 


27.7 


18 


110041 


3.56 


American  Home  Products 
Lilly  (Eli) 

Marion  Laboratories  (6| 
Merck 


1519.8 
1225.0 
243.3 
1571.4 


14 
26 
9 


263.8 
284.7 
55.1 
340.4 


1 1 
22 
40 
25 


17.4 
23.2 
22.6 
21.7 


16.8 
21.8 
20.4 
18.9 


32.0 
21.9 
41.4 
35.1 


32.2 
25.2 
42.6 
44.7 


14 
19 
21 
21 


7 

10 
30 
1 


10 
7 
58 
25 


13224 
14501 
3991 
27276 


Pfizer 

Rorer  Group 
Schering-Plough 
SmithKline  Beckman 


1436.3 
241.2 
831.8 

1241.8 


1 1 
10 
1 1 

7 


240.8 
9.8 

125.7 
130.2 


10 
17 
24 

-22 


16.8 
4.1 
15.1 
10.5 


16.9 
3.8 
13.5 
14.3 


18.1 
9.1 
25.3 
12.7 


18.9 
14.1 
24.7 
12.5 


13 
21 
18 
40 


15 
17 
5 


11 
0 
16 

-3 


10213 
1340 
7606 
7796 


6.56 
5.69 
1.27 
3.22 


4.82 
2.00 
3.69 
1.55 


Squibb 

Syntex(5) 

Upjohn 

Warner-Lambert 


662.7 
330.9 
755.1* 
1019.7 


106.5 
83.5 
103.0 
101.1 


16.1 
25.2 
13.6 
9.9 


15.2 
25.9 
14.4 
9.0 


30.3 
43.9 
17.2 

27.7 


31.5 
48.5 
19.8 
35.8 


3 
3 
12 

-9 


21 
21 
18 
15 


7368 
5267 
5511 
5949 


4.50 
2.73 
1.95 
5.27 


(c)  HEALTH  CARE  SERVICES 


CROUP  COMPOSITE 

3802.8 

10 

156.2 

3 

4.1 

4.4 

8.4 

13.6 

17 

10 

0 

9402 

1.34 

American  Medical  International  (4) 

678.2 

-1 1 

18.1 

-25 

2.7 

3-2 

8.2 

9.6 

24 

10 

-10 

1487 

0.90 

Beverly  Enterprises 

51 1.1 

3 

-9.4 

NM 

NM 

NM 

NM 

-7.2 

NM 

4 

NA 

473 

-0.62 

Community  Psychiatric  Centers  (i| 

98.0 

24 

20.5 

22 

20.9 

21.4 

17.2 

19.5 

18 

20 

19 

1375 

1.62 

FHP  International  (6i 

186.8 

38 

5.3 

28 

2.9 

3.1 

28.9 

45.0 

12 

NA 

NA 

242 

1.99 

Humana  |4| 

1005.5 

19 

62.4 

14 

6.2 

6.5 

12.7 

20.4 

13 

13 

1 

3017 

2.41 

National  Medical  Enterprises  (7) 

939.1** 

15 

49.4 

14 

5.3 

5-3 

9.3 

17.4 

12 

8 

6 

2205 

2.44 

U.  S.  Healthcare 

230.6** 

33 

5.2 

-4 

2.3 

3-1 

2.4 

2.4 

NM 

30 

-14 

468 

0.07 

Universal  Health  Services 

153.5 

5 

4.5 

16 

2.9 

2-7 

4.7 

4.5 

20 

9 

-20 

136 

0.47 

(d)  MEDICAL  PRODUaS 

CROUP  COMPOSITE 

8494.4 

7 

945.9 

16 

11.1 

10.2 

17.1 

21.5 

16 

11 

13 

52316 

2.91 

Abbott  Laboratories 

1295.5 

9 

198.0 

15 

15.3 

14.5 

26.1 

31.6 

16 

1 1 

18 

12338 

3.45 

Bard(C.  R.) 

197.2 

10 

21.3 

17 

10.8 

10.1 

23.5 

24.9 

15 

1 1 

21 

1247 

1.45 

Baxter  International 

1774.0 

9 

101.0 

1 1 

5.7 

5.6 

9.2 

10.8 

14 

25 

12 

4665 

1.34 

Becton,  Dickinson  oi 

462.9 

8 

41.6 

15 

9.0 

8.4 

13.9 

15.9 

14 

1 1 

33 

2112 

3.90 

Bristol-Myers 

1602.2 

5 

237.1 

13 

14.8 

13.9 

22.8 

24.1 

16 

14 

13 

13884 

2.97 

Cooper|2) 

130.7 

-18 

-4.1 

NM 

NM 

NM 

NM 

NM 

NM 

-10 

NA 

105 

-6.19 

Johnson  &  Johnson 

2445.0 

6 

317.0 

14 

13.0 

12.1 

23.2 

28.9 

16 

3 

16 

15987 

6.00 

Medtronic  (81 

186.8 

12 

23.8 

10 

12.8 

12.9 

21.2 

21.0 

13 

6 

14 

1221 

7.13 

Mine  Safety  Appliances 

102.7 

10 

6.1 

42 

5.9 

4.6 

9.6 

11.2 

13 

12 

5 

329 

3.94 

Owens  &  Minor 

195.8 

10 

0.9 

-54 

0.5 

1.1 

7.3 

9.5 

14 

23 

11 

100 

0.88 

Westmark  International 

101.4 

1 1 

3.3 

62 

3.2 

2.2 

5.0 

5.0 

29 

NA 

NA 

328 

1.16 
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CORPORATE  SCOREBOARli. 


* 


COMPANY  SALES  PROFITS   RETURN 


MARGINS 

5-YEAIt  GROWTH 

MARKET 

12 

VALUE 

1ST 

CHANGE 

1ST 

CHANGE 

1ST  1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

OUARTED 

FROM 

QUARTER 

FROM 

QUARTER  QUARTER 

INVESTED 

COMMON 

COMMON  PER 

OUTSTANDING 

EARNINGS 

1989 

1988 

1989 

1988 

1989  1988 

CAPITAL 

EQUITY 

P-E 

EQUITY  SHARE 

4-21 

PEP 

$  Mil 

$  MIL 

4-21 

S  MIL 

SHARE 

•lOUSING  &  REAL  ESTATE 


NDUSTRY  COMPOSITE 

8005.0 

1 7 

325.4 

0 

4.1 

4.7 

1 1.3 

27.0 

10 

3 

1  1 

1 6426 

2.19 

lUllDING  MATERIALS 

iROUP  COMPOSITE 

6273.2 

9 

272.0 

-4 

4.3 

4.9 

13.4 

29.3 

10 

4 

12 

15120 

2.48 

arnes  Group 

128.7 

3 

3.5 

-10 

2.7 

3. 1 

10.7 

14.4 

1 2 

-3 

1 3 

1 94 

2.97 

!alMat 

152.9** 

„1 

1 3.2 

-8 

8.6 

9.2 

8.8 

1 1 .5 

16 

29 

41 

899 

1 .78 

le  Soto 

99.0 

1 

1.4 

-21 

1.4 

1.8 

4.8 

2.9 

71 

-6 

-23 

201 

0.70 

edders 

107.0 

88 

6.8 

71 

6.4 

7.0 

NA 

20.5 

15 

NA 

40 

212 

1.06 

orniicQ 

97.7 

_9 

-1.5 

NM 

NM 

2.6 

16.9 

24.1 

8 

NA 

NA 

244 

2.29 

lughes  Supply  n  1| 

125.6 

10 

2.6 

1 

2,1 

2.2 

7.9 

10.8 

9 

15 

12 

90 

1,99 

epson 

168.6 

10 

5.8 

139 

3,4 

1.6 

13.1 

21.9 

12 

NA 

NA 

195 

0,87 

□forge 

207.4 

12 

-19.6 

NM 

NM 

NM 

10.5 

13.4 

8 

13 

93 

780 

1.97 

Aonville 

508.3 

9 

34.4 

0 

6,8 

7.4 

7.2 

30.2 

5 

-12 

-1 

291 

1.61 

lolond 

104.9 

5 

0.5 

-48 

0,5 

1.1 

5.7 

5.1 

18 

6 

13 

87 

1.30 

^WGns-Corning  Fiberglos 

665  0 

34  0 

2 1 

4  4 

41  7 

—33  3 

1 1 05 

4  87 

PG  Industries 

1459.4 

6 

129.8 

9 

8.9 

8.6 

15.5 

21.3 

10 

3 

19 

4862 

4.34 

cotty's  (61 

149.1 

9 

3.4 

1  1 

2.3 

2.2 

4.3 

2.7 

48 

9 

-10 

218 

0.31 

herwIn-Wlllloms 

464.8 

12 

8,8 

5 

1 .9 

2.0 

13.4 

16.9 

12 

10 

15 

1211 

2.31 

DUinuo  wn 

1  44  7** 

92 

7  0 

41 

4  8 

6  6 

8  3 

1 0 

3 

9 

374 

2  28 

tondex  International  (6i 

109.1 

1 

4.6 

NM 

4.2 

NM 

1 1.9 

15.1 

12 

3 

-2 

254 

1.95 

jcumseh  Products 

402.9 

39 

21.7 

1  0 

5.4 

6.8 

11.1 

11.7 

1 1 

9 

3 

804 

1 3.20 

?xas  Industries  (7) 

157.0 

10 

-1.6 

NM 

NM 

0.4 

7.5 

3.9 

35 

3 

-55 

308 

0.99 

f\et 

163.6 

7 

-2.0 

NM 

NM 

1.9 

7.9 

18.9 

18 

-17 

-7 

204 

0-52 

SG 

538.0 

-4 

1.0 

-97 

0.2 

6.1 

15.8 

-2.7 

8 

-4 

6 

324 

0.75 

alspar|2| 

102.0 

8 

2.6 

45 

2.5 

1.9 

15.2 

19.1 

16 

1 1 

15 

314 

1.70 

ulcan  Materials 

217.5 

7 

15.7 

1 

7.2 

7.7 

17.6 

21.5 

15 

6 

21 

1951 

3.30 

ONSTRUaiON  &  REAL  ESTATE 

ROUP  COMPOSITE 

1731.9 

56 

53.4 

32 

3.1 

3.6 

6.2 

11.5 

11 

2 

-9 

1307 

0.86 

lount(ioi 

245.1** 

-I 

1,4 

NM 

0.6 

NM 

NA 

-51.1 

NM 

9 

-23 

150 

-6.03 

ovnanion  Enterprises  |10| 

170.8** 

43 

12,7 

13 

7.4 

9.4 

NA 

24.4 

7 

52 

61 

195 

1.26 

aufman  &  Broad  Homeiu 

174.1** 

28 

1 1,5 

64 

6.6 

5.2 

16.7 

22.7 

6 

NA 

NA 

311 

1.92 

laxxam  t 

572.2 

NM 

7.0 

483 

1.2 

2.4 

NM 

NA 

8 

-8 

-57 

207 

3.30 

jfers  (J.  M.)  110) 

121.4** 

-16 

15.6 

4 

12.9 

10.4 

13.6 

44.5 

3 

NA 

NA 

121 

2.81 

yland  Group 

294.5 

1 1 

4.6 

-17 

1,6 

2  1 

67 

23  6 

6 

24 

27 

243 

3.02 

.  S.  Home 

153.8 

3 

0.4 

-41 

0,3 

0  5 

NM 

NA 

14 

-12 

NA 

80 

0.14 

EISURE  TIME  INDUSTRIES 

^  ISUSTRY  COMPOSITE 

13040.2 

II 

613.2 

1  1 

4.7 

4.7 

10.6 

17.4 

18 

12 

20 

47025 

1.85 

ITING  PLACES 

tOUP  COMPOSITE 

3316.2 

9 

188.0 

9 

5.7 

5.7 

10.9 

19.4 

16 

12 

10 

14154 

2.29 

}b  Evans  Farms  |8| 

105.7 

0 

8.1 

-8 

7.6 

8.3 

NA 

15.6 

14 

15 

13 

445 

1.07 

jllins  Foods  International  (Si 

160.2 

-7 

6.8 

39 

4.3 

2.9 

1  1.9 

12-9 

14 

22 

7 

408 

1.28 

!rricoi6i 

163.2** 

6 

5.3 

31 

3.2 

2.6 

6.8 

8-4 

16 

6 

1 

320 

1.01 

archer  (Carl)  Enterprises n  i| 

1 1 1.0 

25 

4.2 

77 

3.8 

2.7 

22.5 

36.2 

14 

1 1 

-3 

243 

1.93 

icDonald's 

1362.5 

12 

141.7 

13 

10.4 

10.3 

11.6 

19.4 

15 

14 

15 

10208 

3.53 

lorrison  (7) 

207.0** 

17 

8.8 

25 

4.3 

4.0 

15.0 

17.5 

17 

8 

7 

512 

1.72 

ioney's(2) 

237-1** 

12 

3.0 

-77 

1.3 

6.2 

20.1 

-9.3 

9 

25 

13 

318 

0.94 

N  Services 

864.2 

7 

8.2 

17 

1.0 

0.9 

6.7 

11.0 

29 

0 

-7 

1576 

1.12 

icorp  Restaurants  (2| 

105.3 

12 

1.8 

NM 

1.8 

NM 

NM 

-7.5 

NM 

17 

NA 

124 

-0.76 

ITERTAINMENT 

tOUP  COMPOSITE 

2432.9 

25 

113.6 

25 

4.7 

4.7 

9.7 

12.4 

26 

2 

39 

10900 

1.75 

iCA 

735.3** 

20 

27.3 

2 

3.7 

4.4 

7.4 

9.8 

24 

8 

4 

4026 

2.26 

iGM/UA  Communications  (4| 

241.9 

53 

-14.7 

NM 

NM 

NM 

NM 

-55.3 

NM 

-15 

NA 

906 

-1.99 

I  'orner  Communications 

1455.7 

24 

101.0 

47 

6.9 

5.9 

19.0 

21.8 

18 

NA 

1 19 

5968 

2.66 

1  OTEL&  MOTEL 

1  lOUP  COMPOSITE 

2765.6 

8 

1 15.5 

15 

4.2 

3.9 

12.9 

52.6 

15 

8 

13 

9503 

2.59 

'  lesars  World  (SI 

213.8 

8 

10.4 

-34 

4.9 

8.0 

15.3 

31.3 

13 

1 1 

37 

856 

2.64 

1  reus  Circus  Enterprises  11 11 

1 15.7 

4 

11.6 

-4 

10.0 

10.9 

18.9 

44.4 

16 

31 

20 

1  134 

2.29 

Iton  Hotels 

225.1 

5 

13.1 

-53 

5.8 

12.9 

9.7 

14.3 

25 

6 

6 

2868 

2.42 

sliday 

424.9** 

5 

34.5 

NM 

8.1 

0.0 

21.4 

-22.3 

6 

NA 

7 

990 

6.03 

orriott 

1786.0 

9 

46.0 

3 

2.6 

2.7 

9.9 

32.8 

17 

4 

18 

3655 

2.00 

THER  LEISURE 

tOUP  COMPOSITE 



4525.6 

7 

196.1 

4 

4.3 

4.5 

9.2 

12.0 

17 

15 

8 

12468 

1.30 

nerican  Greetings  (10) 

318.7** 

1 

14.3 

NM 

4.5 

0.2 

7.1 

7.9 

18 

12 

-5 

755 

1.38 

illy  Mfg. 

516.7** 

1 1 

1 1.8 

15 

2.3 

2.2 

6.3 

5.4 

19 

7 

37 

586 

1.18 

unswick 

791.1 

-9 

17.2 

-68 

2.2 

6.2 

12.1 

16.5 

1 1 

21 

23 

1710 

1.80 

irnival  Cruise  Lines  ni 

231.8 

52 

46.3 

1 

20.0 

30.1 

NM 

26.1 

12 

NA 

NA 

2322 

1.46 

•lliii 

101.8 

18 

12.4 

33 

12.2 

10.8 

NA 

24.2 

14 

39 

20 

413 

1.81 

setwood  Enterprises  (8) 

346.8 

1 1 

12.6 

58 

3.6 

2.6 

18.3 

17.5 

9 

15 

2 

604 

2.94 

irley-Davidson 

197.0 

14 

7.8 

26 

4.0 

3.6 

15.7 

23.7 

8 

191 

80 

253 

3.48 

irmon  International  (6) 

133.5 

8 

3.8 

27 

2.9 

2.4 

14.7 

NA 

13 

NA 

NA 

181 

1.68 
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BUSINESS  WEEK/MAY  15  1989  77 


COMPANY                                SAIES              PROFITS   RETURN  

MARGIHS  5-TEAR  GROWTH  MARKET 

VALUE  12 

1ST           CHANGE         1ST         CHANGE         1ST,           1ST  ON                 ON  EARNINGS  SHARES  MONTHS' 

QUARTER         FROM       QUARTER       FROM       QUARTER    QUARTER  INVESTED         COMMON  COMMON         PER  OUTSTANDING  EARNING: 

1989             1988           1989           1988           1989          1988  CAPITAL            EQUITY           P-E  EQUITY         SHARE  4-21  PER 

SMIL               %            $Mlt,                           %             %  '.                   "o              4-21  %               X  $MIL  SHARE 


Hasbro  288.3  1  18.7  12  6.5  5.9  11.0  10.6  15  49  10  988  1.27 

Huffy  115.8  14  4.3  30  3.7  3.3  7.1  6.a  26  6  27  141  0.66 

Mattel  195.3  4  4.3  NM  2.2  0.1  16.2  30.6  15  -5  1  598  0.83 

Outboard  Marine  0)  473.9  18  11.9  -41  2.5  5.0  10.7  10.8  10  11  3  633  3.26 


Polaroid  442.3  8  25.9  82  5.9  3.5  -0.8  -1.1  NM  3  NA  2722  -0.18 

Tonka  162.2  -4  -6.1  NM  NM  NM  -0.2  -1.6  NM  31  NA  113  -0.18 

Trans  World  Music  (111  103.4  42  8.2  30  8.0  8.8  22.1  31.5  18  NA  NA  239  1.50 

Winnebago  Industrie?  (41  107.1  12  2.6  103  2  4  1.3  5.8  6.5  22  9  -24  210  0.39 


15  MANUFACTURING  

INDUSTRY  COMPOSITE  18470.2        13       892.6      28        4.8       4.3        12.5         14.9  13  S        36        48000  2.51 


(a)  CENERAl  MANUFACTURING 

GROUP  COMPOSITE  4866.2        17       274.9      36        5.6       5.1         12.9         16.7  14  8        16         15075  2.07 


Avery  International  (II  413.9  11  20.3  17  4.9  4.7  12.2  15.8  13  17  6  1052  1.83 

Corning  Glass  Works  t  533.5  18  41.1  12  7.7  8.1  15.0  19.0  10  10  25  2999  3.31 

Crane  348.1  27  10.7  15  3.1  3.4  13.4  18.4  12  3  17  577  2.27 

Eagle  Industries  (SI  194.8  na  1.5  NA  0.8  NA  na  na  na  na  na  na  na 


Harsco  370.0  26  15.5  -4  4.2  5.5  6.9  7.2  23  1  5  710  1.16 

Hexcel  101.3  1  1.5  -53  1.5  3.3  7.5  11.4  15  24  25  208  2.07 

Hillenbrand  Industries  (1)  262.5  19  16.8  -11  6.4  8.5  14.8  18.6  17  10  17  1161  1.81 

Illinois  Tool  Works  493.8  9  37.0  18  7.5  6.9  15.5  19.0  13  17  24  1874  2.76 


Jostens(6)  148.2  18  11.7  31  7.9  7.2  19.9  25.8  16  -1  10  775  1.37 

Marley(81  156.2  18  26.0  NM  16.6  0.3  NM  NM  na  na  na  na  -2.61 

Newell  271.9  15  14.0  42  5.2  4.2  13.7  22.2  15  27  22  820  2.31 

Norton  388.2  10  28.9  9  7.4  7.4  12.8  15.1  11  -3  8  1003  4.16 


OneidodH  99.4**  21  2.5  -62  2.5  8.0  13.2  16.6  12  -3  7  205  1.62 

Philips  Industries  |9|  245.6  42  8.5  8  3.5  4.6  15.2  19.0  12  25  24  544  1.61 

Robertson  (H.  H.)  109.2  19  -4.4  nm  nm  nm  nm  -8.7  nm  -14  na  65  -1.13 

Rubbermaid  349.0  16  29.3  14  8.4  8.5  18.5  20.1  22  21  19  2262  1.40 


Sealed  Air  95.7  14  7.2        15  7.5         7.5  15.7  16.2  14  21  18  376  3.21 

Valmont  Industries  189.4         23  4.2       36         2.2        2.0         15.4  20.7  10  9  5  160  2.91 

Wyman-Gordon  95.6         27  2.5     -29         2.6        4.7  1.9  1.9  57         -6       -29  285  0.28 


(b)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE  2291.3  9        120.0      21         5.2       4.7         12.3         14.2  14  4        20  6380  2.07 


Black  &  Decker  (31  570.7  6  25.9  22  4.5  3.9  14.7  14.4  10  4  5  1086  1.85 

Cincinnati  Milacron  189.1  1  5.5  14  2.9  2.6  9.1  11.5  22  -7  na  563  1.05 

Clark  Equipment  313.7  11  14.0  61  4.5  3.1  10.9  12.5  12  -5  NA  640  3.01 

Cross  &  Trecker  131  121.4  25  -5.5  nm  nm  nm  nm  -17.1  nm  -4  na  172  -2.23 


Kennametal(6|  124.6  12  9.6  44  7.7  5.9  12.7  14.6  12  -4  21  332  2.74 

Nacco  Industries  151.2  37  7.9  14  5.2  6.3  14.1  18.7  8  18  17  346  5.19 

Snap-onTools  232.1**  8  31.4  5  13.5  13.8  22.2  22.8  13  15  18  1529  2.78 

Stanley  Works  480.6  3  24.6  15  5.1  4.6  11.5  15.3  13  10  12  1412  2.48 

Vermont  American  107.9  13  6.7  1  6.2  7.0  10.2  12.7  18  6  8  300  1.53 


(c)  SPECIAL  MACHINERY 

GROUP  COMPOSITE                          9284.5  13  434.3  26  4.7  4.2  12.9         14.4          12          3  52         23295  3.26  _ 

Allied  Products                                    159.6  8  4.8  233          3.0  1.0  9.0  5.9           15          29  -20  100  1.32 

Applied  Materials  (21                           106.7  67  13.5  137  12.6  8.9  22.7           22.2            9          26         -6  421  2.88 

Briggs  &  Stratton  (61                             307.4  6  14.5  -20          4.7  6.2  3.6  3.8           34           3         -3  369  0.74 

Caterpillor  2626.0  12  141.0  20  5.4  5.0  14.0  15^  10  5         60  6136  6.31 


Commercial  Intertech  (21  101.2  27  3.1  95  3.1  2.0  9.4  11.5  15  7  23  255  1.57 

Deere(2!  1141.5  9  48.4  25  4.2  3.7  13.0  11.9  13  -1  52  3998  4.14 

Dover  514.8  10  32.1  -14  6.2  8.0  19.3  19.0  14  7  12  1940  2.16 

Dresser  Industries  12)  847,8  6  22.0  142  2.6  1.1  9.3  8.9  19  -5  26  2567  1.98 


FMC  837.1  17  30.0  24  3.6  3.4  19.6  -60.4  10  NA  37  1237  3.76 

Goulds  Pumps  114.0  13  6.5  32  5.7  4.9  12.9  12.8  18  7  -1  456  1.23 

Harnischfeger  Industries  12)  320.8  22  9.1  194  2.8  1.2  10.3  8.2  15  34  31  623  1.31 

Ingersoll-Rand  801.8  13  40.7  21  5.1  4.7  11.0  13.0  12  4  26  1969  3.14 

Interlake  234.1  10  8.2  0  3.5  3.9  12.6  14.6  11  -5  13  411  3.80 

Stewart*  Stevenson  Services  (11)  139.8  5  7.1  -4  5.1  5.6  17.9  21.6  10  -3  NA  217  3.02 

Terex  103.1  51  3.6  42  3.5  3.7  15.5  20.8  8  126  77  119  1.90 

Timken  434.7  14  27.7  88  6.4  3.9  7.5  8.1  13  5  71  1015  2.80 

Tyco  Laboratories  (7)  494.1  23  22.0  28  4.5  4.3  10.7  19.5  15  12  23  1463  2.31 


Id)  TEXTILES 

GROUP  COMPOSITE  2028.3        12         63.4      31         3.1       2.7  9.0         13.1  13         10  7  3251  1.79 


Albany  International  118.2  8  9.4  50  7.9  5.7  12.6  22.1  11  NA  NA  443  1.57 

Delta  Woodside  Industries  16)  147.3  20  8.6  22  5.9  5.8  31.3  na  10  NA  na  278  1.58 

DWGiS)  306.8  4  -0.1  nm  nm  1,4  -0.7  -1.6  NM  8  -31  200  0.03 

Fieldcrest  Cannon  296.3  -5  3.0  nm  1.0  nm  6^0  6^3  16  1 1  0  27]  1.62 

Guilford  Mills  (6)  155.7  12  6.1  3  3.9  4.3  10.3  13.0  12  12  5  294  2.61 

Interface  147.4  89  5.6  19  3.8  6.1  na  16.8  13  44  18  280  1.23 

Shaw  Industries  (61  283.1  14  9.6  46  3.4  2.7  14.8  25.4  10  16  19  414  2.83 

Springs  Industries  471.9  11  15.3  46  3.2  2.5  8.9  10.7  13  5  12  746  3.25 

Unifi(6)  101.7  35  5.8  1  5.7  7.6  18.8  19.8  14  12  22  325  2.34 
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COMPANY 


SALES 


PROFITS 


RETURN 


1ST 
QUARTER 


CHANGE 
FROM 


1ST 
QUARTER 


CHASGE 
FROM 


QUARTER  QUARTER 


ON 
INVESTED 


ON 
COMMON 


5-YEAR  GROWTH 


EARNINGS 
PER 


MARKET 
VALUE 
SHARES 


12 

MONTHS' 


OUTSTANDING  EARNINGS 


1988 

PER  M 

1  MIL 

$  MIL 

% 

% 

% 

4-21 

% 

% 

$  MIL. 

SHARE  m 

16METALS  &  MINING 

INDUSTRY  COMPOSITE 

12865.0 

20 

11 11.7 

47 

8.6 

7.0 

16.6 

24.7 

5 

7 

NA 

23973 

  "4 

6.32  4 

Al  IIUIUIIU 

lajALUMinuM 

GROUP  COMPOSITE 

5049.2 

21 

514.7 

55 

10.2 

7.9 

18.1 

27.2 

5 

51 

10724 

9.98  41 

Aluminum  Co.  of  America 

2624.4 

25 

276.0 

54 

10.5 

8.5 

15.3 

20.9 

6 

7 

23 

5617 

10.84  2 

Amax 

979.6 

7 

114.2 

39 

1 1.7 

9.0 

NM 

45.2 

3 

0 

NA 

2109 

9.09  f,  . 

Reynolds  Metals 

1445.2 

24 

124.5 

78 

8.6 

6.0 

17.7 

26.3 

6 

10 

29 

2998 

9.97  ,i 

|b)  STEEL 

f 

GROUP  COMPOSITE 

5957.0 

14 

276.0 

8 

4.6 

4.9 

13.6 

21.4 

7 

4 

NA 

8895 

3.56  'i 

All 

Alle^neny  Lualum 

363  9 

33 

34  4 

69 

9  4 

7  4 

35  6 

54  4 

Q07 
or/ 

0.40  iJ*^ 

Armco 

899.8 

20 

40.9 

NM 

4.5 

0.0 

16.5 

19.5 

6 

-10 

NA 

1009 

1.86 

Bethlehem  Steel 

1402.5 

6 

64.7 

-24 

4.6 

6.4 

NM 

23.6 

5 

4 

NA 

1744 

4.73 

Birmingham  Steel  (6) 

106.1 

24 

9.4 

61 

8.9 

6.8 

26.3 

30.7 

8 

NA 

NA 

309 

3.33  jl 

Carpenter  Technology  {6| 

169.6 

15 

0.6 

-92 

0.3 

5.0 

6.6 

8.4 

16 

1 

-14 

432 

2.88  i 

Commercial  Metals  |4| 

315.9 

7 

6.9 

-3 

2.2 

2.4 

14.5 

16.5 

9 

8 

19 

248 

2.51  1 

Cyclops  Industries 

306.8 

27 

9.3 

47 

3.0 

2.6 

24.3 

91.2 

6 

NA 

NA 

1 86 

4.54  IK 

Inland  Steel  Industries 

1 101.4 

14 

49.4 

-2 

4.5 

5.2 

12.2 

15.2 

6 

8 

NA 

1383 

6.98  jS 

Lone  Star  Technologies 

166.7 

3 

-17.1 

NM 

NM 

0.7 

NM 

-19.7 

NM 

-8 

NA 

210 

-2.92  jl 

Lukens 

159.6 

15 

7.1 

6 

4.5 

4.8 

15.0 

18.6 

7 

8 

61 

230 

3.96  jl 

309.9 

26 

16.0 

_7 

5.2 

7.0 

10.3 

13.1 

1 5 

1 5 

1 5 

1075 

3  28  m 

Quanex  {2| 

115.5 

13 

7.2 

408 

6.2 

1.4 

19.3 

23.3 

8 

4 

38 

210 

2.25  i 

Wheeling-Pittsburgh  Steel 

287.5 

9 

31.5 

0 

10.9 

1 1.9 

NM 

NM 

0 

NA 

NA 

79 

33.08  1| 

Worthington  Industries  (7) 

251.6 

1 1 

15.9 

10 

6.3 

6.4 

16.9 

20.7 

14 

17 

18 

883 

1.55  '(f 

(c|  OTHER  METALS 

 ~i 

GROUP  COMPOSITE 

1858.8 

37 

321.0 

92 

17.3 

12.4 

18.6 

24.6 

5 

26 

NA 

4355 

7.78  l| 

Asarco 

618.2 

38 

68.6 

54 

11.1 

10.0 

14.8 

17.4 

5 

9 

NA 

1224 

5.50  ,5 

Cyprus  Minerals 

435.8 

69 

81.0 

205 

18.6 

10.3 

17.3 

21.3 

5 

7 

NA 

1075 

8.22  !* 

Intermet 

112.4 

36 

5.6 

40 

5.0 

4.8 

10.5 

NA 

15 

44 

5 

230 

0.83  1 

Phelps  Dodge 

692.5 

22 

165.9 

79 

24.0 

16.3 

22.7 

33.5 

4 

10 

300 

1826 

15.16  1 

17NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

33963.8 

18 

1484.0 

-8 

4.4 

5.6 

16.9 

13.8 

11 

14 

20 

64135 

2.90 

(olFINANCIAL  SERVICES 

GROUP  COMPOSITE 

22243.0 

23 

897.6 

-9 

4.0 

5.4 

20.6 

16.8 

12 

11 

20 

45674 

2.97 

Alleghany 

236.3 

6 

7.0 

53 

3.0 

2.1 

9.1 

8.9 

11 

4 

23 

545 

7.65 

American  Express 

5867.0** 

21 

251.9 

4 

4.3 

5.0 

34.7 

20.2 

15 

2 

9 

13910 

2.29 

Bear  Stearns  |6| 

623.6** 

26 

41.1 

-22 

6.6 

10.6 

NA 

NA 

NA 

NA 

NA 

1241 

NA 

Block  (H&R)  (8) 

135.3 

13 

-9.6 

NM 

NM 

NM 

NA 

26.2 

15 

13 

15 

1410 

1.77  1 

Corroon  &  Black 

119.7** 

13 

12.1 

-86 

10.1 

82.1 

15.8 

18.8 

13 

16 

39 

588 

2.56  1 

Edwards  (A.  G.)  (loi 

134.0** 

24 

11. 4 

104 

8.5 

5.1 

12.8 

12.0 

12 

13 

6 

434 

1.70  1 

Equifax 

195.5 

15 

8.5 

32 

4.3 

3.8 

13.0 

16.0 

19 

20 

13 

700 

1.51  1 

Federal  National  Mortgage  Assn. 

2754.2** 

8 

165.2 

64 

6.0 

4.0 

10.9 

25.3 

10 

13 

53 

5387 

7.10  1 

Marsh  &  McLennan 

622.7** 

5 

88.3 

-6 

14.2 

15.8 

29.3 

38.5 

15 

16 

36 

4407 

4.04  1 

Merrill  Lynch 

3003.1** 

25 

37.2 

-46 

1.2 

2.8 

42.0 

11.8 

7 

14 

21 

291 1 

4.05 

Morgan  Stanley  Group 

1238.8** 

27 

81.1 

-18 

6.6 

10.1 

71.5 

26.9 

6 

60 

NA 

2098 

9.68 

PaineWebber  Group 

677.6** 

11 

9.2 

-56 

1.4 

3.4 

45.6 

0.8 

93 

21 

-15 

493 

0.19 

Primerica 

1015.8** 

343 

51.4 

75 

5.1 

12.8 

9.8 

9.4 

6 

1 1 

NA 

2016 

3.48 

Schwab  (Charles) 

122.4** 

27 

4.0 

96 

3.3 

2.1 

30.8 

6.0 

29 

NA 

NA 

257 

0.35 

Shearson  Lehman  Hutton  Holding 

3003.0** 

21 

-15.0 

NM 

NM 

3.0 

59.0 

-1.5 

NM 

NA 

NA 

1666 

-0.20 

Student  Loon  Marketing  Assn. 

782.1 

66 

61.3 

14 

7.8 

1 1.4 

NA 

38.1 

17 

16 

31 

3468 

5.57 

Telerate 

122.7 

17 

21.7 

-8 

17.7 

22.6 

NA 

26.2 

16 

66 

35 

1482 

0.95 

Transamerica 

1589.3** 

4 

70.9 

131 

4.5 

2.0 

10.1 

12.5 

8 

8 

12 

2661 

4.34 

IbllNSURANCE 

GROUP  COMPOSITE 

5423.7 

5 

398.2 

3 

7.3 

7.5 

II.O 

13.6 

9 

16 

16 

11472 

3.38 

American  National  Insurance 

250.4 

11 

26.2 

24 

10.5 

9.4 

NA 

6.5 

10 

14 

1 

1018 

3.52 

Chubb 

992.0 

7 

104.9 

2 

10.6 

11.0 

14.7 

16.7 

8 

26 

51 

2799 

8.93 

Fireman's  Fund 

830  7 

-16 

36.5 

-52 

4.4 

7.7 

NM 

13.2 

8 

2 

NA 

1526 

4.03 

First  Capital  Holdings 

203.0 

39 

16.4 

235 

8.1 

3.3 

12.3 

14.2 

5 

171 

131 

349 

2.32 

Hartford  Steam  Boiler 

1 18.1 

7 

19.8 

20 

16.7 

15.0 

21.5 

27.8 

12 

12 

56 

853 

3.63 

Provident  Life  &  Accident 

682.9** 

4 

26.1 

NM 

3.8 

0.2 

NA 

10.5 

10 

12 

-20 

NA 

2.35 

Reliance  Group  Holdings 

854.9 

21 

27.1 

94 

3.2 

2.0 

NM 

NA 

10 

12 

NA 

354 

0.50 

Safeco 

705.3** 

8 

65.6 

-12 

9.3 

1 1.4 

13.9 

15.0 

8 

9 

19 

1831 

3.51 

Torchmcii'k 

402.7 

4 

51.6 

-1 

12.8 

13.4 

13.0 

22.2 

10 

1 

18 

1792 

3.31 

USLico 

100.6 

7 

8.6 

-IB 

8.6 

11.2 

10.6 

NA 

9 

16 

1 

244 

2.59 

USLife 

283.1 

11 

15.5 

12 

5.5 

5.4 

7.4 

7.5 

1 1 

6 

0 

706 

3.95 

{c)SAVINGS&LOAN 

C 

GROUP  COMPOSIT!: 

6297.1 

16 

188.2 

-24 

3.0 

4.5 

7.3 

8.0 

8 

18 

21 

6989 

2.17  . 

Ahmanson  (H.  F.) 

980.2** 

23 

39.2 

30 

4.0 

3.8 

10.9 

11.2 

9 

18 

19 

1863 

2.14 

American  Savings  Bank 

106.1 

1 1 

6.6 

-18 

6.2 

8.4 

NA 

14.7 

4 

NA 

NA 

106 

4.44 

CalFed 

751.3** 

21 

17.5 

-49 

2.3 

5.6 

10.4 

8.5 

5 

13 

15 

565 

4.70 

Coast  Savings  &  L  oan  Assn. 

301.5** 

10 

4.9 

-53 

1.6 

3.8 

12.1 

8.5 

5 

28 

NA 

216 

3.15 
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CORPORATE  SCOREBOAF 


ONLY22^DMrS 
UNTIL  RETIREMENT. 


I 


Seems  like  an  eternity. 

But  the  fact  of  the  matter  is  today  people  are  retir- 
ing sooner  than  ever. 

The  average  retirement  age  is  now  61.5,  not  65. 
And  it's  getting  even  lower. 

It's  a  trend  that  has  employers  worried. 

Because  as  more  and  more  workers  retire,  employ- 
ers end  up  paying  more  and  more  in  post-retirement 
benefits. 

At  the  CIGNA  companies,  we  have  a  solution. 

We've  developed  a  variety  of  voluntary,  portable 
payroll  deduction  plans  that  help  relieve  the  employ- 
er's post-retirement  financial  burden. 

In  each  of  these  programs,  employees  are  given 
the  opportunity  to  plan  for  a  financially  secure  retire- 
ment at  economical  group  rates. 

They  can  choose  from  contemporary  insurance 
programs  like  Group  Universal  Life  that  not  only 
provide  benefits  at  retirement,  but  allow  access  to 
accumulating  funds  during  working  years  as  well. 


There  ore  also  other  options  available. 

Like  savings  and  investment  vehicles. 

Family  insurance  coverages. 

Supplemental  disability  plans. 

All  these  employee-paid  benefits  supplement, 
and,  in  some  cases,  replace  existing  programs,  helping 
to  reduce  on  employer's  post-retirement  costs. 

We'll  handle  initial  enrollment,  ongoing  plan 
management,  and  all  employee  communications, 
tailoring  each  program  to  minimize  employer 
administrative  time.  We've  even  implemented  a  toll- 
free  hotline  to  answer  employee  questions. 

For  more  information  about  how  we  can  help  with 
the  post-retirement  cost  problem,  write  CIGNA  Corp., 
Dept.  R12,  One  Logon  Sq.,  Philo,,  PA  19103. 

Employee  Marketing  will  benefit  you  and  your  employ- 
ees now.  And  22,463  days  from  now.  I 

It's  one  more  example  of 
CIGNA's  commitment  to  person-  | 
alized  service  to  business. 


CIGNA 


Benefits  are  provided  by  Connecticut  General  Lite  Insurance  Company,  Lite  Insurance  Company  of  North  America  and  INA  Lite  Insurance  Company  of  New  York,  CIGNA  companies. 


Why  1-2-3  users  ate  In 
corf^uters  for  the 


MicrosofiExcel  for  Windcws' ' 


It  first  happened 
about  six  years  ago. 

When  you  made  the 
jump  from  paper  ledgers  to 
something  called  the  PC. 

If  you'll  recall,  that 
little  box,  coupled  with 
Lotus®  1-2-3"'  basically  shot  you  from  the  Stone 
Age  to  the  Industrial  Revolution. 
Overnight. 

Six  years  later,  just  when  you  were 


convinced  the  thrill  was  gone,  a  situation 
comes  along  to  prove  the  exact  opposite. 
Briefly: 
Character- 
based  technology 
is  being  replaced 
by  the  remarkable 
power  and  simpli- 
city of  graphical 


Finally,  output  that's  admired,  enviec  |  ;ilOVf  (q 
and  saved.  Not  tossed.  ' .      ■ ' 

seaet  that  the  PC  industry  is  moving  rapidly  :  l^g}^ 


environments:  It's  no 


Customers  in  Canada,  call  (416)  673-981 1.  Outside  North  America,  call  (206)  882-  8661.  <&  Copyright  1989  Microscjft  Corporation.  All  nghts  reserved.  Microsoft,  MS  and  the  Microsoft  logo  are  :  | 
registered  trademarks  and  Making  it  all  make  sense  is  a  trademark  of  Microsoft  Corporation.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  Macintosh  is  a  ; 


covering 
ond  time. 


oward  graphical  platforms  like  Microsoft® 
A^indows,  MS®  OS/2  Presentation  Manager 
ind,  of  course,  the  Macintosh.®  Its  a  simple 
reality  Which  means  serious 
spreadsheet  users  are  suddenly 
faced  with  a  decision. 

Stay  with  1-2-3,  the  cur- 
rent character-based  standard. 
)r  move  to  Microsoft®  Excel  for  Windows, 
he  emerging  standard  designed  expressly 
or  graphical  environments.  Graphical  as  in 


Micro^Excel 


jmapsoH- 


Get  a  free  Working  Model  of 
Microsoft  Excel  for  Windows. 
After  all,  using  is  belieinng. 


the  simplest,  most  visual  way  to  harness  the 
power  of  the  286/386  machines— which  in 
turn  lets  you  easily  tap  all  the  power  and 
glory  of  the  spreadsheet. 

Were  not  saying  its  an  easy  decision. 
Just  an  inevitable  one.  And  to  help  you  make 
a  more  informed  one,  we  offer  the  following: 

Microsoft  Excel  lets  you  link  multiple 
spreadsheets  without  the  hassles  of  complex 
cell  references— to  link, 
you  just  point  and  click 
on  the  cells  you  want 
linked.  That's  it. 

WithMiCTOsoft 
Excel  you  can  work 
interactively— you 
can  change  fonts  and 
sizes,  add  borders, 
shade  areas,  and  see  it 
all  on  screen.  And,  thanks  to  Print  Preview, 
see  exactly  what  you've  done,  before  making 
a  trip  to  the  printer 

You  can  also  create  charts  with  a  sin- 
gle keystroke.  Make  mistakes  and  simply 
"undo"  them.  Even  adjust  column  widths  or 
color  without  a  laundry  list  of  commands. 

And  no,  your  equity  in  1-2-3  is  not  lost. 
Because  Microsoft  Excel  actually  reads  and 
writes  1-2-3  files,  guides  you  with  1-2-3  on-line 
help,  and  even  helps  you  translate  1-2-3  maaos. 
So  making  the  switch  is  easier  than  you  think. 

All  of  which  brings  us  back  to  the 
decision— and  a  simple  fact:  You  have  nothing 
to  lose  by  calling  for  a  free,  fully  functional 
Working  Model  of  Microsoft  Excel  for 
Windows  to  use  in  a  real-life  situation.  Yours. 

It's  the  only  way  to  fully  appreciate  the 
power  of  Miaosoft  Excel.  And  the  quickest 
way  to  rekindle  your  long-time  love  affair 
with  the  PC:  (800)  323-3577  Dept.  J51. 

We  strongly  suggest  calling.  Because 
if  you  think  going  from  ledgers  to  computers 
was  a  thrill,  you  haven't  seen  anything  yet. 

Microsoft 

Making  it  all  make  sense: 


registered  trademark  of  Apple  Computer.  Inc.  When  ordenng  the  Workmg  Mixiel  of  Miaosoft  Excel  fur  Wmdows.  inquire  about  specific  system  requirements.  Gtxjd  only  in  the  50  United  States. 


COMPANY 


SALES 


PROFITS 


RETURN 


S-YEAR  GROWTH 


VALUE 

12 

I  ST 

CHANGE 

I  ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

QUABTER 

FROM 

QUARTER 

FROM 

C3UARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINC 

1989 

1988 

1989 

1988 

1989 

1988 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-21 

PER 

i  MIL 

$  Mil 

4-21 

% 

$  MIL, 

SHARE 

CrossLand  Savings 

373.9** 

12 

11.8 

-66 

3.2 

10.4 

NA 

4.3 

5 

NA 

NA 

189 

2.82 

Dime  Savings  Bank  of  N.  Y. 

281.2 

6 

6.1 

-60 

2.2 

5.8 

9.2 

5.0 

8 

NA 

NA 

294 

1.60 

Downey  Savings  &  Loan  Assn. 

97.3** 

36 

21.0 

239 

21.6 

8.7 

13.7 

20.8 

4 

46 

37 

183 

4.07 

For  West  Financial 

133.5 

32 

5.6 

1  14 

4.2 

2.6 

NA 

8.1 

6 

29 

-7 

66 

1.47 

Financial  Corp.  of  Santa  Barbara 

119.3 

-2 

1.3 

-15 

1.1 

1.3 

7.4 

0.7 

67 

34 

-57 

12 

0.03 

Glenfed  |6) 

652.0 

1 1 

20.2 

-43 

3.1 

6.1 

9.6 

12.6 

4 

16 

34 

56! 

4.73 

Goldome 

342.2 

-2 

-38.8 

NM 

NM 

NM 

NM 

-49.0 

NM 

NA 

NA 

77 

-5.30 

Golden  West  Financial 

437.4 

37 

35.0 

19 

8.0 

9.2 

7.1 

16.1 

9 

32 

15 

1311 

4.58 

Great  Amer.  First  Savings  Bank 

397.4 

6 

11.1 

-23 

2.8 

3.8 

6.7 

7.2 

7 

17 

16 

308 

1.95 

HomeFed 

448.2** 

24 

30.5 

24 

6.8 

6.8 

7.0 

12.3 

7 

1 1 

22 

801 

5.48 

Homestead  Financial 

135.4 

13 

2.0 

NM 

1.5 

NM 

NA 

NA 

1 1 

33 

20 

42 

0.35 

Imperial  Corp.  of  America 

306.0** 

14 

-0.1 

NM 

NM 

1.8 

4.6 

2.1 

14 

10 

79 

77 

0.39 

Northeast  Savings  (9| 

191.5** 

10 

1.6 

-69 

0.8 

2.9 

NA 

-8.6 

NM 

NA 

NA 

41 

-4.58 

Standard  Federal  Bank 

242.6** 

19 

12.9 

4 

5.3 

6.1 

NA 

14.5 

5 

NA 

NA 

274 

1.92 

isOFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  COMPOSITE 

41249.4 

1 A 

1  tk 
—  II 

dad 

/  •O 

1  1  il 

1 A  1 

l<t 

1  9 

12 

1 57506 

^  At  H 

(a)BUSINESS  MACHINES,  SERVICES  &  SUPPLIES 

3201  •6 

12 

172.4 

9 

5.4 

5.5 

13.3 

17.7 

14 

18 

14 

10352 

2.09 1 

American  Business  Products 

98.3 

12 

3.3 

8 

3.4 

3.5 

12.8 

13.9 

12 

8 

6 

157 

2.31  ■ 

Businessland  |6| 

293.3 

17 

8.5 

58 

2.9 

2.1 

12.9 

16.2 

12 

16 

562 

340 

1.07 1 

Deluxe 

316.9 

1 1 

30.5 

-10 

9.6 

11.8 

23.1 

24.7 

17 

16 

16 

2380 

1.641 

Dennison  Mfg. 

180.3 

9 

6.5 

12 

3.6 

3.5 

13.3 

15.1 

11 

3 

7 

432 

2.461 

Esselte  Business  Systems 

367.0 

3 

16.5 

-1 

4.5 

4.6 

10.7 

12.6 

12 

19 

19 

718 

2.861 

HON  Industries 

146.9 

12 

9.6 

114 

6.5 

3.4 

16.9 

20.9 

14 

6 

15 

425 

1.681 

LDI 11 1| 

1 1 1  0** 

164 

2,5 

37 

2.2 

4.3 

5.1 

15.9 

12 

NA 

NA 

74 

1.30  I 

Miller  (Herman)  |7) 

192.6 

6 

10.9 

-8 

5.7 

6.5 

14.3 

16.8 

12 

15 

14 

516 

1.78  1 

Nashua 

239.9 

0 

2.6 

-63 

1.1 

2.9 

12.8 

12.3 

13 

17 

25 

374 

2.93  I 

Pitney-Bowes 

669.7 

13 

53.5 

12 

8.0 

8.0 

12.7 

19.2 

14 

18 

14 

3467 

3.07  1 

Reynolds  &  Reynolds  (3) 

1 55.5 

3 

7.5 

596 

4.8 

0.7 

11,2 

13.9 

1 1 

20 

5 

O  AO  H 

Softsel  Computer  Products 

147.7 

36 

2.6 

44 

1.7 

1.6 

22.7 

40.6 

9 

NA 

NA 

67 

0.73  1 

Stondord  Rc^istGr 

1716 

7 

8.5 

-4 

5.0 

5.6 

1 1 .0 

NA 

15 

20 

1  1 

562 

1.27  ■ 

\A/gIIoc6  Computer  Services  (5) 

110  9 

15 

9.5 

13 

8.6 

8.7 

13.0 

15.0 

15 

17 

12 

513 

3.25  1 

IblCOMPUTERS  &  PERIPHERALS 

CROUP  COMPOSITE 

332S3.0 

8 

1752.0 

-19 

5.3 

7.0 

11.2 

13.5 

13 

11 

3 

129734 

4.63  1 

Amdahl 

470.3 

28 

45.6 

7 

9.7 

1 1 .6 

18.0 

21.4 

10 

22 

38 

2073 

2.01  I 

Apollo  Computer 

204.7 

2 1 

J.J 

—47 

2  7 

O.z 

—2  1 

20 

—45 

465 

-0  13  H 

Apple  Computer  |3| 

1246.9 

44 

56.4 

-29 

4.5 

9.2 

26.0 

34.6 

13 

22 

42 

4943 

3.09  1 

AST  Research  |6| 

1 13.8 

8 

-1.3 

NM 

NM 

5.0 

1.0 

-2.1 

NM 

83 

7 

98 

-0.21  1 

Compacf  Computer 

682.9 

55 

83.2 

78 

12.2 

10.7 

25.7 

32.4 

1  1 

54 

109 

3071 

7.05 

Control  Data 

843.5 

-6 

3.5 

-55 

0.4 

0.9 

0.3 

0.0 

NM 

—  12 

—45 

878 

—0.07 

%>ray  ncacurcn 

116  1 

-20 

1.5 

-94 

1.3 

18.1 

17.3 

19.5 

13 

34 

43 

1616 

4.19 

Data  General  oi 

342.7 

-2 

7.0 

-65 

2.0 

5.7 

NM 

-9.4 

NM 

4 

NA 

504 

-2.12 

Digital  Equipment  |6| 

3125.8 

1 1 

256.4 

-16 

8.2 

10.8 

15.2 

15.4 

1  1 

17 

35 

11875 

9.02 

Hewrlett-Packard  121 

2657.0 

21 

193.0 

8 

7.3 

8.2 

17.0 

17.9 

16 

10 

10 

13383 

3.48 

International  Business  Machines 

12730.0 

6 

950.0 

2 

7.5 

7.7 

1 1 .3 

13.9 

1 2 

1 2 

-2 

66936 

9.31 

NCR 

1250.5 

-2 

61.1 

-18 

4.9 

5.8 

16.1 

19.0 

1 1 

2 

14 

4568 

5.24 

Prime  Computer 

387.0 

6 

-5.0 

NM 

NM 

4.0 

3.3 

-0.1 

NM 

15 

-13 

955 

0.01 

Tandem  Computers  (3| 

363.4 

17 

16.9 

-28 

4.6 

7.5 

10.1 

10.4 

18 

23 

24 

1658 

0.97 

Tandy  (6) 

943.7 

12 

66.7 

4 

7.1 

7  6 

19.0 

17.6 

13 

9 

4 

4061 

3.61 

Unisys 

2201.8 

-7 

-78.7 

NM 

NM 

6.3 

8.7 

9.8 

12 

9 

19 

4162 

2.15 

Wang  Laboratories  16) 

759.4 

-1 

-63.7 

NM 

NM 

3.0 

NM 

-2.3 

NM 

10 

-18 

1304 

-0.22 

Xerox 

4139.0** 

8 

158.0 

4 

3.8 

4.0 

7.2 

6.9 

18 

6 

1 

6686 

3.61 

Zenith  Electronics 

674.5 

17 

-4.0 

NM 

NM 

0.1 

0.6 

0.2 

NM 

5 

NA 

497 

0.03 

IdCOMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

4794.9 

19 

350.S 

6 

7.3 

8.4 

13.2 

18.6 

17 

29 

20 

17421 

1.33 

AM  International  (5| 

206.7 

6 

5.8 

16 

2.8 

2.6 

2.7 

-1.3 

NM 

29 

-48 

307 

-0.06 

Automatic  Data  Processing  (6) 

454.0** 

9 

56.2 

10 

12.4 

12.3 

16.5 

20.0 

16 

20 

19 

2951 

2.43 

Comdisco  |3| 

437.0** 

41 

25.0 

25 

5.7 

6.5 

1 1.8 

20.3 

10 

23 

20 

993 

2.30 

Computer  Sciences  (9| 

360.2 

17 

16.8 

22 

4.7 

4.5 

NA 

13.7 

16 

20 

15 

809 

3.28 

Conne:  Peripherals 

130.9 

207 

5.7 

70 

4.3 

7.8 

17.9 

21.0 

15 

NA 

NA 

326 

0.63 

Diebold 

1  14.4 

7 

7.6 

1  1 

6.6 

6.4 

8.6 

8.9 

18 

8 

-10 

568 

2.44 

Electronic  Data  Systems 

1287.9** 

15 

100.0 

12 

7.8 

7.9 

23.1 

28.1 

15 

43 

48 

2393 

3.24  ' 

Intergraph 

185.7 

6 

19.5 

14 

10.5 

9.8 

13.8 

13.6 

11 

33 

15 

982 

'•60  A 

Lotus  Development 

120.0 

2 

5.3 

-71 

4.4 

15.6 

14.5 

19.8 

22 

29 

31 

943 

1.03  ] 

Maxtor  (9| 

97.7 

14 

1.4 

-77 

1.4 

7.1 

4.5 

4.1 

39 

NA 

424 

198 

0.26  \ 

Microamerica 

131.5 

NA 

2.5 

NA 

1.9 

NA 

NA 

NA 

NA 

NA 

NA 

98 

NA 

Microsoft  (61 

197.0 

22 

41.1 

10 

20.9 

23.1 

NA 

33.4 

20 

88 

63 

2986 

2.77 

Oracle  Systems  (7| 

153.4 

101 

24.0 

85 

15.6 

17.0 

NA 

34.9 

29 

208 

172 

1798 

1.01 

Seagate  Technology  (6) 

357.6 

5 

21.5 

-7 

6.0 

6.8 

NM 

-1.8 

NM 

29 

51 

642 

-0.14  ' 

Storage  Technology 

210.6 

7 

3.1 

-71 

1.4 

5.4 

13.2 

12.9 

10 

36 

NA 

371 

0.16 

3Com  (7) 

107.1 

62 

10.7 

62 

10.0 

10.0 

NA 

17.6 

22 

70 

186 

711 

1.16 

Western  Digital  (6) 

243.2 

28 

4.4 

-46 

1.8 

4.3 

10.5 

15.0 

8 

58 

62 

345 

1.56 

8<*  BUSINESS  WEEK/MAY  15,  1989 
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CORPORATE  SCOREBOAFl  j 


Yoxilt  never 
too  busy  for 
your  customers. 

Why  should 
your  phones  be? 


If  your  lines  are  too  busy  to  help  customers,  soon  you  won't  have  customers  to  keep  you  busy. 
This  is  the  premise  driving  MO  800  Service /"'the  most  flexible  toll-free  service  in  existence. 
,  RfSfSEI3>SISB9  Because  it^  designed  to  accomplish  just  one  goal:  make  sure  you  get  the  calls  that 
■■■■■■■■■■I  are  coming  to  you. 

It  achieves  this  with  innovations  such  as  Direct  Termination  Overflow.  An  ingenious  system  that 
automatically  reroutes  any  call  overflow  from  your  800  lines  to  your  regular  business  lines. 
'  Something  you  can't  get  from  AT&T. 

MCI's  advanced  800  routing  system  also  allows  you  to  route  calls  to  different  locations,  or  even 
'  terminate  multiple  numbers  to  a  single  location.  Of  course,  we've  always  offered  distance  sensitive 
I  pricing.  So  you're  charged  only  for  the  actual  distance  of  each  call.  And  our  itemized  call  detail  lists  the 
origin  of  each  call.  All  on  one  report.  Something  else  you  don't  get  from  AT&T.  | 

MCI  800  Service.  Itworks  harder  to  get  you  more  incoming  calls.  And  T^if^^T 
thatwillhaveadirecteffectonyourincome.  J^tti^^^A 
MCI  800  Service.  Another  reason  why  we  are  the  better  long  distance 


company.'''  1-800-888-0800. 


Let  US  show  you* 


COMPANY  SALES  PROFITS   RETURti  

MAKCWIS  S-TEAB  aROWTH  MAlcr 


1st 

VAlUt 

12 

iST  : 

CHANGE 

1ST 

Cs 

ON 

£AJ^^aNGS 

SHAKES 

MOWHS 

. 

FiOM 

QUATTa 

QUAKTH 

IN^'cSTED 

CC.wmOn 

COxlX-O, 

PH 

'980 

'9SS 

5-ASr 

4-2^ 

Fa 

S  •■•  . 

i-21 

S  -  . 

S-iUE 

19PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

19936.3 

1  1 

1521.7 

22 

7.6 

6.9 

10.9 

17.6 

8 

9 

26 

47934 

4.5S 

c  FOREST  PSOOUCTS 

GtcOvP  COMPOSITE 

691 9.7 

12 

569.5 

56 

8.2 

5.9 

1  1 .6 

1 7.6 

9 

6 

32 

1 5043 

4.16 

Boise  Cascade 

1099.1 

8 

78.3 

14 

7.1 

6.7 

12.6 

17.8 

7 

5 

39 

2016 

6.61 

Georgia-Pacific 

24-S7.C 

16 

254,0 

140 

10.4 

5.0 

12.4 

23.3 

9 

7 

34 

4445 

5.41 

Louisiana-Pacific 

4<57.0 

13 

35  ? 

5.5 

i.S 

1C,3 

12.5 

p 

10 

40 

1221 

3.86 

Pope  &  Talbot 

147.5 

27 

9.4 

19 

6.4 

6.9 

13.8 

20.6 

8 

8 

33 

255 

2.81 

Weyerhaeuser 

2321.3 

9 

148.1 

29 

6.4 

5.4 

10.5 

14.3 

10 

5 

26 

5931 

2.84 

WillameHe  Industries 

437.8 

8 

39.8 

-1 

9.1 

10.0 

14.3 

21.5 

7 

13 

41 

1175 

632 

b  PAPER 

GROUP  COMPOSITE 

13016.6 

10 

952.3 

9 

7.3 

7.4 

10.5 

17.6 

8 

10 

23 

32891 

4.80 

Bowater 

358.7 

5 

38.9 

2 

10.8 

11.1 

12.6 

19.3 

6 

20 

1 4 

1013 

- 

4,41  - 

Champion  International 

1288.7 

2 

113.5 

11 

8.8 

8.1 

9.9 

14.0 

7 

13 

34 

3076 

4.92  ■: 

Chesapeake 

188.0 

17 

12.9 

30 

6.8 

6.1 

11.4 

19.5 

9 

8 

31 

4S3 

2.66  i 

Consolidated  Papers 

242.4 

5 

43.4 

10 

17.9 

17.1 

17.9 

21.4 

11 

14 

18 

1656 

3.54  j 

Fort  Howard 

-35.7 

NM 

NM 

8.5 

NM 

-16.6 

NA 

-6 

NA 

NA 

NA  I 

Glatfelter(P.  H.) 

155.4 

24.4 

33 

15.7 

13.5 

21.4 

26.3 

12 

13 

23 

1078 

3.64 

Great  Northern  Nekooso 

986.4 

17 

93.3 

19 

9-5 

9.3 

13.5 

23.3 

6 

11 

28 

2215 

6.47 

International  Roper 

2600.0 

13 

223.0 

40 

8.6 

6.9 

12.1 

17.5 

7 

7 

34 

5538 

7.15 

James  River  Corp.  of  Virginia  £ 

12 

59.0 

20 

4.3 

4.0 

7.0 

11-0 

1 1 

2 

2361 

2.69 

Kimberly-Clark 

10 

103.1 

11 

7.3 

7.2 

14.0 

20.8 

13 

1 7 

5103 

4.83 

Mead 

52.6 

-20 

4.7 

6.1 

14.2 

22.4 

7 

1 1 

46 

2368 

5.34 

Pentair 

2~4.5 

9.0 

1 

3.3 

4.6 

8.9 

17.2 

8 

14 

11 

324 

3.61 

Scott  Paper 

1268.9 

13 

86.5 

17 

6.8 

6.6 

13.1 

21.2 

8 

5 

27 

3141 

5.37 

Union  Camp 

706.2 

9 

79.7 

18 

11.3 

10.5 

12.6 

19.7 

8 

5 

15 

2537 

4.46 

Wesfvaco  : 

29 

8.8 

5,9 

15-6 

y 

"  8 

'995 

3.27  f 

20PUBLISHING&  BROADCASTING  l 

INOUSTRY  COMPOSITE 

9860.1 

4 

910.3 

1 

9.2 

9.5 

12.6 

18.2 

20 

14 

14 

71980 

2.74  e 

1 

c  BROADCASTING 

GROUP  COMPOSfTE 

2190.7 

-4 

163.5 

22 

7.5 

5.9 

10.8 

15.8 

23 

39 

13 

17829 

4.84 

American  TV  &  Communications 

20 

19.8 

13 

8.5 

9.1 

7.9 

27.7 

67 

NA 

4876 

Capitol  Cities/ABC 

1120.4 

-13 

82.8 

18 

7.4 

5.5 

10.3 

13.2 

18 

19 

7470 

22  68  fa 

CBS 

731.2 

5 

56.3 

26 

7.7 

6-4 

10.9 

12-8 

16 

6 

4432 

11.4S  1 

Multimedia 

106.3 

6 

4.6 

319 

4.4 

1.1 

30-1 

-5-7 

38 

NA 

-5 

1052 

2.47  1 

c  PUBLISHING 

GROUP  COMPOSITE 

7669.4 

6 

746.8 

-3 

9.7 

10.6 

13.4 

19.0 

20 

12 

14 

54151 

2.44  -i 

Affiliated  Publications 

3 

-9.9 

NM 

NM 

S  V 

S  V 

-39.3 

NM 

15 

NA 

2974 

 1 

-" '°  !■ 

Commerce  Clearing  House 

28.8 

8 

13.4 

i4.5 

"5-4 

24.0 

19 

20 

1  3 

997 

2.87  ' 

Dow  Jones 

200.0 

93 

49.2 

26.4 

22.1 

28.0 

10 

22 

15 

3391 

3.26  1 

Dun  &  Brodstreet 

143.3 

15 

13.5 

12.4 

24.9 

24.7 

19 

24 

16 

10038 

2.77 

Gannett 

817.6 

8 

74.9 

1 

9.2 

9.8 

13.3 

20.5 

18 

12 

13 

6704 

2.27 

Knight-Ridder 

540.7 

10 

20.7 

-37 

3.8 

6.7 

10.3 

16.4 

20 

1 

8 

2536 

2.41 

McGraw-Hill 

416.1 

5 

23.2 

-14 

5.6 

6.8 

18.6 

19.7 

21 

8 

8 

3749 

3.74 

Media  General 

149.3"  - 

-20 

11.9 

3 

8.0 

6-2 

3.1 

3.7 

94 

2 

-19 

898 

0.37 

Meredith  t 

196.7 

18 

4.7 

17 

2.4 

2.4 

8.2 

8.7 

20 

13 

0 

636 

1.70 

New  York  Times 

423.1 

1 

31.5 

-28 

7.5 

10.5 

12.6 

17.0 

15 

17 

15 

2278 

1.86 

Scripps(E.  W.) 

294.9 

5 

15.1 

36 

5.1 

3.9 

8.7 

11.8 

21 

NA 

NA 

1594 

0.97 

Time 

r36C 

7 

49.0 

-26 

4.3 

6.2 

9.8 

20.0 

25 

8 

16 

6626 

4.75 

Times  Mirror 

S46.9 

9 

68.8 

-8 

8.1 

9.7 

13.1 

19.3 

15 

8 

12 

4839 

2J3 

Tribune 

552.9 

6 

36.8 

14 

6-7 

6.2 

12.1 

18.1 

17 

10 

23 

3545 

2.86 

Washington  Post 

341.9 

6 

41.5 

-71 

12.1 

45.1 

16.2 

19.1 

18 

21 

32 

2958 

12.88 

Western  Publishing  Group 

141.0" 

4  6 

4,2 

20.9 

18.5 

13 

Si 

383 

1.45 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

13336.5 

18 

555.0 

17 

4.2 

4.2 

10.5 

13.6 

22 

8 

14 

43495 

l.4« 

z  CONSTRUCnON  &  ENGINEERINC 

GROUP  COMPOSm 

4189.0 

21 

79.5 

19 

1.9 

1.9 

-0.3 

-2.1 

NM 

-8 

2 

6052 

-0.24 

Apogee  Enterprises  'j 

122.3 

35 

3.2 

27 

2.6 

2.8 

10.7 

16.6 

15 

13 

11 

204 

1-00  1 

Butler  Mfg. 

130.6 

-3 

2.5 

20 

1.9 

1.6 

11.3 

12.7 

■2 

31 

183 

3.50 

CD!  s 

205.3 

29 

4.6 

59 

2.2 

1.8 

14.1 

22.0 

35 

250 

1.83 

Combustion  Engineering 

866.4 

15 

11.6 

-15 

1.3 

1.8 

NM 

^1.7 

NA 

1098 

-6.41  , 

CRS  Sirrine  : 

149.2 

24 

3.6 

82 

2.4 

1.6 

15.1 

16.0 

18 

3 

12 

185 

1.78 

EG&G 

390.9 

18 

16.7 

0 

4.3 

5.0 

20.8 

20.7 

14 

12- 

6 

949 

230  1 

Fluor  ; 

1420.4 

37 

21.6 

140 

1.5 

0.9 

10.6 

n.o 

28 

-22 

NA 

1960 

0.87 

Foster  Wheeler 

252.1 

5 

7.0 

-24 

2.8 

3.8 

6.4 

5.8 

24 

-25 

626 

0.75 

Jacobs  Engineering  Group  : 

190.7 

-2 

2.4 

49 

1.3 

0.8 

14.0 

15.2 

18 

3 

i5 

1.52 

Morrison  Knudsen 

461.2 

12 

6.3 

-1 1 

1.4 

1.7 

NM 

-16.8 

NM 

-5 

NA 

454 

-3.49 
 ^ —  ( 
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FASTEST  IN  CHEAPEST  IN 

THE  MORNING.  THE  AFTERNOON. 


^^^r  II iTncon  j  Here's  something  to  smile  about.  With  our  new  after- 
noon service,  an  Overnight  Letter  costs  as  low  as  $8.25 
when  you  drop  it  off  at  one  of  our  many  convenient  drop 
off  locations.This  new  service  applies  to  documents  and 
p^^MTXy  \  letters  up  to  five  pounds  in  Federal  Express  packaging. 

SAVE  UP  TO  50%  WITH  FEDEX  STANDARD  OVERNIGHT  SERVICE. 


'Se^^vice  availability  ts  limited  and  some  festfictions  apply  Gall  Fede'al  Express  for  details  ^fe^  1989  Federal  Express  Corporation 


The  ivpical  BMW  engineer  ,s  a  THE  BMW  5-SERIES.  (AutoWeek  Mpz,^^^^^ 
family  man  with  a  genuine  THE  PERFECT  RKWCIUATW^^  BMVVcoddte 
^,«inn  fnr  i-.  lildinp  and  driv-  BETWEEH  iOVE  OF  FAMILY  the  senses  with  rich  leather 

FnTex^al^^d-^^^^^^^^^ 

So  It's  not  /urprismg  that  BMWs  5-Series      deemed  the  new  standard  in  its  class.  And  it 
is  the  family-size  four-door  that  ''effectively  re- 
calibrates the  performance  sedan  benchmark" 

«,  ms  BMVV  of  North  Amenca.  Int  The  BMW  irademark  and  logo  are  registered 


reassures  the  mind  with  superior  anti-lock 
disc  brakes  and  a  unitized  steel  body  that  is 


i  t^ned  to  absorb  35  percent  more  impact  en- 
[  than  Federal  law  requires. 

But  what  this  car  does  best  is  exalt  the 
:  It.  The  sweet  song  of  its  in-line  6 -cylinder 
r  ne,  the  feel  of  the  road  transmitted  through 
5  recise  power  steering,  the  pull  of  gravity 
^  5  50/50  balance  and  patented  independent 


suspension  mate  your  tires  to  the  curving  pave- 
ment —  all  this  must  be  experienced . 

The  experience  is  yours  by  contacting  your 
BMW  dealer  and  test  driving  the  5-Series  sedan. 


The  car  you  need,  reconciled  with 
the  car  that  you  really  want.  ( 
THE  ULTIMATE  DRIVING  MACHINE. 


COMPANY 


SALES 


PROFITS 


RETURN 


1ST  CHANGE  1ST  CHANGE 

QUARTER  FROM  QUARTER  FROM 

1989  1988  1989  1988 

$  Mil  7.  $  Mil 


MARGINS 

l^T  1ST 
QUARTER  QUARTER 
1989  1988 


5-TEAR  GROWTH 


MARKET 


ON 
INVESTED 
CAPITAl 


ON 
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(b|  INDUSTRIAL  DISTRIBUTiOK 


O 
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1 A 
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1  o.o 
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9 

9 

10106 

1.94 

AAR  (7) 

102.3 

10 

6.0 

16 

5.9 

5.6 

NA 

15.0 

18 

25 

33 

437 

1.51 

Arrow  Electronics 

237.9 

-8 

2.1 

-47 

0.9 

1.6 

NM 

1.6 

27 

15 

NA 

66 

0.21 

Avneti6i 

474.9 

2 
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-21 
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17 

5 

-12 
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22 
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2  6 
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1 2 

 ! — 

7 
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3.4i 

Bell  Industries  16) 

100.8 

-5 

0.9 

-57 

0.9 

2.0 

9.3 

NA 

10 

10 

-7 

96 

1.7; 

Castle  (A.  M.) 

141.3 

16 

3.6 

-2 

2.5 

3.0 

12.4 

NA 

8 

5 

13 

101 

2.8; 

Ocnuin^  Ports 

771  0 

1 0 

45  0 

1  ] 

5  8 
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20  6 

2 1  5 

1  ^ 

C 
J 

1 2 

2.41 

Getty  Petroleum  II  i| 

298.3** 

-19 

9.8 

23 

3.3 

2.2 

19.4 

28.7 

9 

24 

92 

245 

2.3; 

Grainger  (W.  W.) 

393.6 

13 

27.6 

14 

7.0 

6.9 

16.2 

17.7 

14 

9 

15 

1539 

4.0/ 

Jorgensen  (Earle  M.) 

138.9 

21 

5.2 

80 

3.7 

2.5 

7.8 

7.7 

17 

-3 

-3 

189 

\.7<, 

Marshall  Industries  |7) 

133.7 

24 

5.3 

10 

4.0 

4.5 

14,2 

17.9 

8 

41 

22 

167 

2.3? 

Morgan  Products 

105.5 

8 

0.2 

-84 

0.2 

1.5 

6.1 

4.8 

30 

46 

-15 

126 

0.5(f 
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15  6 

4 
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]  ] 

1 5 

1 107 

1  6-^ 

Safety-Kieen 

101.2 

13 

10.0 

13 

9.9 

10.0 

14.2 

20.1 

22 

26 

20 

966 

1.3G 

United  Stationers  (4) 

246.9 

15 

7.1 

21 

2.9 

2.7 

12.0 

16.4 

15 

24 

12 

379 

1.6*1 

Univariioi 

315.6 

16 

4.6 

84 

1.5 

0.9 

12.7 

18.0 

13 

-4 

-19 

253 

2.2^ 

VWRiiO) 

141.6 

2 

4.4 

59 

3.1 

2.0 

11.0 

14.2 

10 

NA 

NA 

99 

Willcox  &  Ciobs 

1 34.4 

48 

4.3 

27 

3.2 

3.7 

16.0 

16.4 

13 

40 

26 

191 

i.4;v 

Wyle  Laboratories  1 1 1 ) 

97-3 

6 

1 .5 

6 

1.6 

1 .6 

7.4 

8.4 

1 1 

13 

-15 

89 

0.7A 

(c)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

2232.3 

30 

214.1 

23 

9.6 

10.1 

13.1 

20.4 

22 

27 

NA 

19917 

Browning-Ferris  Industries  (3) 

594.9 

23 

58.8 

17 

9.9 

10.4 

15.2 

22.4 

20 

22 

20 

4820 

1.63I 

Chemical  Waste  Management 

189.8 

33 

29.0 

27 

15.3 

16.0 

21.4 

22.2 

26 

77 

NA 

3188 

1.23 

RC  Holding  {3) 

149.2 

69 

-3.0 

NM 

NM 

NM 

NM 

NM 

NA 

-35 

NA 

NA 

Waste  Management 

958,9 

25 

1 15.5 

22 

12.1 

12.4 

13.4 

22.3 

22 

25 

28 

10717 

2.1.^ 

Wheelabrator  Technologies 

339.5 

40 

13.8 

53 

4. 1 

3.7 

6.7 

9.0 

23 

NA 

NA 

1 192 

1.1  iH 

(d)  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

1360.9 

16 

54.2 

6 

4.0 

4.4 

11.8 

12.7 

15 

14 

12 

4833 

2.0c| 

Advo-System(3i 

139.3 

2 

-3  2 

0  6 

—39  3 

NM 

NA 

0  1 

—1  1 

Bonta  (George) 

137.0 

DO 

5. 1 

O.IJ 

6.7 

1 0, 1 

12,9 

1 3 

1 8 

6 

282 

1  .Ot^l 

Donnelley  (R.  R.)  &  Sons 

707.6 

1 1 

40.8 

12 

5.8 

5.7 

12.2 

NA 

14 

13 

13 

3175 

2.9M 

Interpublic  Group 

276.5** 

14 

8.0 

20 

2.9 

2.7 

18.4 

18.5 

15 

16 

16 

981 

2.7M 

Krueger(W.  A.) 

100.5 

19 

3.5 

47 

3.5 

2.8 

8.0 

11,1 

26 

15 

0 

313 

0.4C| 

(e|  OTHER  SERVICES 

GROUP  COMPOSITE 

1307.7 

30 

38.7 

37 

3.0 

2.8 

11.9 

17.3 

15 

22 

18 

2587 

1.5^ 

Adia  Services 

141.9** 

23 

5.0 

19 

3.5 

3.6 

12.7 

12.6 

15 

70 

32 

284 

I.53I 

American  Building  Maintenance  |2)     1 52. 1 

10 

1.5 

14 

1.0 

0.9 

10.3 

11.6 

18 

2 

-7 

130 

1.9(1 

Commtron  |4| 

123.9** 

17 

1.5 

198 

1.2 

0.5 

12.2 

12.6 

13 

51 

-1 1 

80 

0.6» 

Handleman  is) 

194.6 

27 

13.5 

31 

6.9 

6.7 

NA 

21,3 

17 

19 

24 

670 

1.861 

JWP 

344.9 

98 

7.8 

39 

2.3 

3.2 

11.1 

20.7 

14 

59 

50 

421 

2.37I 

National  Education 

99.5 

0 

7.0 

8 

7.0 

6.6 

17.7 

25.2 

14 

28 

0 

625 

i.sel 

Olsten 

140.6** 

22 

4.0 

20 

2.8 

2.9 

15.0 

NA 

17 

20 

32 

295 

1.49 

Volt  Information  Sciences  |2) 

110.2 

2 

-1.5 

NM 

NM 

NM 

2.8 

1.2 

95 

-4 

NA 

82 

0.14| 

22  TELECOMMUNICATIONS  | 

INDUSTRY  COMPOSITE 

37540.8 

6 

3487.4 

35 

9.3 

7.3 

6.7 

10.6 

20 

4 

6 

192534 

2.29 

(o|  EQUIPMENT  &  SERVICES 

-0.87 

GROUP  COMPOSITE 

12688.3 

8 

856.4 

NM 

6.8 

NM 

-2.8 

-9.2 

NM 

-19 

NA 

52887 

American  Telephone  &  Telegraph 

8659.0 

3 

594.0 

21 

6.9 

5.9 

NM 

-13.7 

NM 

-21 

NA 

37310 

-1.46 

Communications  Satellite 

97.4 

16 

16.5 

16 

16.9 

16.9 

6.8 

1 1.6 

9 

-2 

-5 

531 

3.47 

Communications  Transmission  (7) 

102.6 

451 

-3.6 

NM 

NM 

7,0 

NA 

NM 

NM 

NA 

NA 

84 

-1,79 

LPL  investment  Group 

143.9 

1 

16.9 

NM 

1 1.7 

1.0 

8.9 

53.4 

4 

NA 

NA 

98 

4.30 

M/A-Com  13) 

106.1 

-2 

3.0 

-35 

2.8 

4.2 

6.6 

7.0 

14 

-12 

-5 

186 

0.57 

MCI  Communications 

1500.0 

33 

145.0 

150 

9.7 

5.1 

16.4 

31.2 

20 

4 

1  1 

8049 

1,64 

Telecom-USA 

155,0 

31 

8.5 

50 

5.5 

4,8 

13.9 

18.2 

23 

177 

NA 

692 

1.14 

United  Telecommunications 

1766,1 

18 

76.4 

116 

4.3 

2,4 

2.1 

9.6 

33 

1 

-10 

5849 

1.75 

Western  Union 

158,2 

-33 

-0.2 

NM 

NM 

NM 

NM 

57.1 

NM 

-25 

NA 

86 

-12.67 

|b)  TELi^PHONE  COMPANIES 

GROUP  COMPOSITE 

24852.4 

5 

2630.9 

1 

10.6 

11.0 

8.7 

14.4 

13 

5 

7 

139224 

4.17 

Alltel 

275.9 

5 

39.0 

15 

14.1 

12,8 

9.9 

16.7 

14 

15 

10 

1861 

3.08 

Ameritech 

2500.7 

4 

300.8 

2 

12.0 

12.2 

9.4 

15.8 

12 

2 

8 

14806 

4.60 

Bell  Atlantic 

2766.7 

5 

348.8 

6 

12.6 

12.5 

8.4 

14.6 

12 

5 

7 

15638 

6.76 

BellSouth 

3367.6 

5 

381.2 

-12 

11.3 

13.5 

8.7 

13.6 

13 

6 

5 

21056 

3.43 

Centel 

281.5 

10 

0.7 

-98 

0.2 

1 1.5 

6.0 

8.6 

51 

6 

0 

3688 

0.86 

Cincinnati  Bell 

222.5 

29 

24.6 

22 

11.1 

1 1.7 

10.4 

17.7 

17 

6 

14 

1493 

2.76 

Contel 

748.0 

13 

64.0 

5 

8.6 

9.2 

10.2 

20.0 

14 

5 

-2 

4286 

3.98 

GTE 

4122.6 

5 

329.2 

15 

80 

7.3 

8.2 

15.0 

13 

4 

0 

15458 

3.71 

Nynex 

3234.7 

5 

283.6 

-9 

8.8 

10.1 

9.1 

13.7 

1 1 

5 

7 

14451 

6.54 

Pacific  Telesis  Group 

2343.0 

2 

317.0 

6 

13.5 

13.0 

8.9 

14.9 

13 

5 

6 

15604 

2.86 

Rochester  Telephone 

130.9 

15 

12.4 

9 

9.4 

10.0 

9.1 

15.2 

14 

6 

2 

698 

4.42 
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CORPORATE  SCOREBO/ 


These  days,  it's  common  practice  for 
copier  companies  to  mal(e  everyttiing  from 
toasters  to  bicycles.  However,  at  Mita,  we've 
refused  to  jump  on  the  bandwagon.  You  see, 
^^^=^we  still  believe  the  only  way  to  make 
great  copiers  is  to  make  only  copiers. 

Which  may  explain  why  the[*| 


Mita  DC-5585  is  a  veritable  virtuoso  at  copying, 
^^jjhis  console  can  make  a  fast  55  copies 
per  minute.  Copy  on  both  sides.  Zoom  from 
64  to  141%.  Make  transparencies  with--^]^ 
backing  sheets.  Hold  3,550  sheets  of  paper.- 
v^3^^^  It  can  even  automatically  enlarge 
or  reduce  originals  to  fit  any  paper  size. 

To  hear  more  about  the  DC-5585,'^^3 
or  any  of  our  13  other  copiers,  simply  call 


=4fe  1-800-ABC-MITA.  And  listen  to  a 


copier  company  that  toots  its  horn  about  its 
copiers.  Not  about  its  alarm  clocks. 


I  For  more  information  write  Mita  Copystar  America.  Iiic  ^ 
I  Post  Office  Box  599,  West  Paterson,  New  Jersey  074  24  I 
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PROFITS 


RETURN 


MARGINS 

5-TEAR  GROWTH 

MARKET 
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1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN( 

1989 

'986 

1989 

1988 

1989 

1988 

CAPITAL 

EOUITv 

P-E 

EQUITY 

SHARE 

4-21 

PER 

S  WIL 

S  MIL 

$  VL 

SHARE 

407.1** 

9 

41.3 

13 

10.1 

9.8 

8.2 

13.9 

14 

7 

5 

2186 

5.13 

2057.6 

3 

238.8 

9 

1  1.6 

10.9 

8.6 

12.7 

13 

5 

4 

14232 

3.60 

2393.6 

9 

249.6 

4 

10.4 

11.0 

8.4 

14.5 

10 

4 

7 

1  1586 

6.24 

Southern  New  England  Tel. 
Southwestern  Bell 
US  West 


23TRANSPORTATiON 


INDUSTRY  COMPOSITE 


24322.5 


13 


990.0  72 


4.1 


2.7 


8.3 


13.1 


1 1 


52S09 


3.34 


lajAIRLINES 

GROUP  COMPOSITE 

10453.3 

20 

281.0 

34i: 

2.7 

0.7 

II.S 

21.1 

9 

18 

14 

15579 

6.94 

Alaska  Air  Group 

197.7 

14 

6.4 

NM 

3.2 

NM 

10.6 

14.7 

10 

30 

-2 

424 

2.84 

America  West  Airlines 

233.1 

37 

6.4 

NM 

2.8 

NM 

8.8 

15.3 

21 

21 

NA 

178 

0.55 

AMR 

2451.0 

25 

101.0 

48 

4.1 

3.5 

9.8 

15.9 

8 

20 

4 

3726 

8.39 

Braniff  i 

125.4 

58 

-13.2 

NM 

NM 

NM 

NM 

NM 

NM 

0 

NA 

124 

-1.78 

Delta  Air  Lines  6 

2038.1 

19 

85.0 

52 

4.2 

3.3 

1 1.6 

NA 

9 

20 

6 

3277 

7.61 

Midway  Airlines 

1 17.3 

31 

1.8 

NM 

1.6 

NM 

NA 

13.6 

15 

13 

NA 

150 

1.01 

NWA 

1477.8 

19 

12.6 

NM 

0.9 

NM 

7.6 

11.7 

16 

15 

1  1 

2986 

6.54 

UAL 

2327.9 

13 

65.4 

134 

2.8 

1.4 

24.2 

S2.0 

6 

4 

13 

2744 

22.65 

USAir  Group 

1485.0 

19 

15.5 

NM 

1.0 

NM 

7.3 

NA 

10 

29 

1 

1970 

4.60 

(bRAILROADS 

GROUP  COMPOSITE 


7571.9 


441.3 


10 


5.8 


5.4 


6.4 


10.1 


13 


25169 


2.64 


Burlington  Northern 
CNW 

Consolidated  Rail 
CSX 


1 125.5 
248.1 
872.0 

1844.0 


33.2 
21.0 
60.0 
77.0 


-17 
170 
25 
67 


3.0 
8.5 
6.9 
4.2 


3.4 
3.2 
5.8 
2.6 


7.6 
1 1.4 
7.3 
NM 


21.7 
15.5 
7.9 
-0.6 


90 


-20 
1 1 
46 

-5 


-13 
9 
-7 
NA 


1715 
680 
2407 
3454 


2.67 
4.60 
4.63 
0.36 


Norfolk  Southern 
Santa  Fe  Southern  Pacific 
Soo  Line 
Union  Pacific 


1110.0 
690.1 
131.1 

1551.2 


7 
-5 
-15 
6 


133.8 
-22.5 
0.6 
138.2 


13 
NM 
-87 
6 


12.1 
NM 
0.5 
8.9 


11.5 
0.6 
3.1 

9.0 


8.2 
7.6 
4.9 
8.0 


12.6 
24.8 
4.3 
12.6 


9 
30 
15 
13 


4  0 

-31  -11 

-1  NA 

0  7 


5714 
3542 
176 

7482 


3.62 
0.76 
1.21 
5.00 


:  TRANSPORTATION  SERVICES 
GROUP  COMPOSITE 


3728.1 


12 


72.0  108 


1.9 


1.0 


7.1 


9.7 


16 


13 


18 


6052 


1.76 


Airborne  Freight 
Federal  Express  7 
Gatx 


218.4 
1283.8 
155.0* 


24 
31 
28 


2.7 
24.8 
17.4 


30 
-32 
87 


1.2 
1.9 
11.2 


1.2 
3.7 
7.7 


5.4 
10.1 
7.5 


6.0 
12.8 
20.8 


24 
14 
10 


14 
20 
-14 


-1 1 
12 
21 


180 
2417 
527 


1.09 
3,44 
5.86 


PHH  ; 

Ryder  System 
Subaru  of  America  21 


420.9 
1222  8 

427.3 


15 
5 
-17 


13.2 
26.2 
-12.3 


16 
NM 
NM 


3.1 
2.1 
NM 


3.1 
NM 
0.1 


NA 
7.7 
NM 


6.3 
12.0 
-32.5 


27 
11 
NM 


11 
19 


-9 
5 
NA 


583 
1993 
352 


1.28 
2.27 

-1.45 


Id  TRUCKING  &  SHIPPING 


GROUP  COMPOSITE 

2569.2 

24 

195.6 

155 

7.6 

3.7 

15.8 

20.0 

10 

8 

7 

5708 

2.98P 

Alexander  &  Baldwin 

336.8** 

120 

135.3 

337 

40.2 

20.2 

27.7 

40.0 

8 

7 

23 

1379 

4.95B 

Carolina  Freight 

149.5 

3 

1.5 

228 

1.0 

0.3 

6.2 

8.3 

15 

18 

-9 

159 

1.661 

Consolidated  Freightways 

726.1 

18 

21.2 

26 

2.9 

2.7 

12.5 

15.3 

10 

7 

10 

1193 

3.I1I 

Hunt  (J.  B.)  Transport  Services 

1 1 1.3 

26 

4.9 

-15 

4.4 

6.6 

14.2 

21.4 

15 

37 

26 

472 

I.37B 

Preston 

152.4 

10 

1.1 

130 

0.7 

0.3 

6.3 

7.0 

1 1 

4 

-24 

84 

1.38B 

Roadway  Services 

563.2 

20 

15.7 

23 

2.8 

2.7 

NA 

12.4 

14 

5 

-9 

1  164 

2.081 

Yellow  Freight  System 

529.9 

14 

15.8 

68 

3.0 

2.0 

11.9 

18.4 

10 

5 

759 

2.62^ 

24UTILITIES  1 

INDUSTRY  COMPOSITE 

38443.2 

4 

4081.9 

0 

10.6 

n.1 

6.6 

9.9 

12 

5 

-1 

132168 

2.14| 

(0  ELECTRIC  &  WATER 

GROUP  COMPOSITE 

29127.7 

5 

3482.0 

1 

12.0 

12.5 

6.7 

10.3 

12 

6 

0 

1 15365 

2.21 

Allegheny  Power  System 

590.1 

-4 

67.1 

-6 

1  1.4 

11.6 

7.9 

13.2 

9 

6 

3 

1890 

3.87 

American  Electric  Power 

1263.0 

4 

175.9 

-9 

13.9 

15.8 

8.5 

14.5 

8 

3 

4 

5153 

3.16 

Atlantic  Energy 

160.8 

1 1 

15.3 

18 

9.5 

8.9 

8.2 

13.4 

9 

4 

3 

655 

3.65 

Baltimore  Gas  &  Electric 

523.9 

4 

70.5 

-14 

13.5 

16.2 

8.5 

13.9 

9 

7 

7 

2419 

3.31 

Boston  Edison 

296.3 

-1 

11.8 

25 

4.0 

3.2 

6.5 

8.7 

8 

9 

-1 

602 

1.89 

Carolina  Power  &  Light 

604.0 

7 

104.1 

7 

17.2 

17.2 

5.5 

7.4 

17 

9 

-6 

2863 

2.13 

Centerior  Energy 

555.2 

10 

84.7 

11 

15.3 

15.0 

NM 

-3.3 

NM 

19 

NA 

2236 

-0.65 

Central  &  South  West 

576.0 

3 

80.0 

8 

13.9 

13.2 

8.0 

12.7 

9 

7 

3 

3020 

3.50 

Central  Illinois  Public  Service 

162.8 

-1 

17.2 

5 

10.5 

9.9 

7.3 

13.6 

9 

3 

0 

730 

2.37 

Cincinnati  Gas  &  Electric 

410.3 

-2 

63.0 

-8 

15.4 

16.4 

10.6 

17.5 

6 

5 

4 

1312 

4.11 

CMS  Energy 

922.6 

1 

1 12.1 

31 

12.1 

9.3 

9.0 

18.1 

7 

-5 

4 

2181 

3.64 

Commonwealth  Edison 

1363-0 

14 

139.5 

-1 

10.2 

11.8 

6.4 

9.1 

1  1 

9 

-5 

7112 

3.00 

Consolidated  Edison  Co.  of  N.  Y. 

1386.7 

5 

152.5 

-1 

11.0 

11.7 

8.6 

13.3 

10 

2 

2 

5344 

4.91 

DelmarvG  Power  &  Light 

209.4 

4 

23.8 

-5 

1 1.4 

12.5 

7.1 

12.5 

1 1 

4 

0 

808 

1.66 

Detroit  Edison 

790.1 

5 

102.7 

NM 

13.0 

1.0 

NM 

-8.4 

NM 

-2 

NA 

2734 

-1.26 

Dominion  Resources 

925.9** 

15 

107.2 

-24 

11.6 

17.5 

7.9 

12.5 

10 

7 

8 

4096 

4.14 

DPL 

283.2 

-6 

56.2 

-6 

19.8 

19.7 

NA 

14.4 

9 

3 

1050 

2.93 

Duke  Power 

863.2 

-6 

127.3 

-6 

14.7 

14.7 

7.3 

11.2 

12 

5 

2 

4608 

3.83 

Duquesne  Light 

270.0 

25 

32.0 

-4 

1 1.9 

15.4 

6.9 

11.0 

9 

-1 

-5 

1048 

1.94 

Florida  Progress 

473.0 

-3 

41.7 

-13 

8.8 

9.8 

7.9 

13.2 

10 

NA 

7 

1749 

3.40 

FPL  Group 

1365.8 

2 

81.8 

-21 

6.0 

7.7 

7.7 

13.1 

9 

9 

6 

4016 

3.25 

Hawaiian  Electric  Industries 

200.1 

18 

18.5 

27 

9.2 

8.6 

8.6 

13.0 

10 

1 1 

5 

631 

2.98 

Ipaico  Enterprises 

151.8 

-4 

27.3 

1 

18.0 

17.1 

8.6 

14.7 

9 

8 

6 

859 

2.65 

Kansas  City  Power  &  Light 

163.2 

-1 

17.7 

-2 

10.9 

11.0 

6.8 

12.2 

9 

4 

-8 

936 

3.19 
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Carbopol  is  just  one  of  the  many  high- 
performance  resins  and  special-purpose  products  pro-  i 
duced  by  our  Specialty  Chemical  business  segment.  In  | 
1988,  more  than  one-third  of  specialty  chemical  reve-  | 
nues  came  from  outside  North  America.  And  despite  I 
substantial  investments  in  Rfer'D,  operating  income 
rose  a  hearty  20  percent. 

Overall  last  year,  BFGoodrich  earnings  grew  over 
80  percent  to  $196  million.  Return  on  equity  was  19.4 
percent.  And  our  debt-to-capital  ratio  was  23  percent.  I 

Which  made  our  $2.4  billion  company  one  of  the  1 1 
healthiest  under  the  sun.  j 

BFGoodrich 

Chemicals  and  Aerospace 


Sun  worshippers  rely  on  sun- 
screens, suntan  lotions,  and 
moisturizers. 

But  here's  the  rub. 
Oil  and  water  don't  mix. 
So  manufacturers  of  per- 
sonal care  products  use 
emulsion  stabilizers  to  keep 
oil  and  water  from  separat- 
ing and  to  keep  oil  uniformly  sus- 
pended in  dispensers. 

We  developed  Carbopol®— a  key  em.ulsion  stabilizer 
—back  in  the  '50s.  Our  newest  version— Quickbreak®— 
allows  fast  and  even  application  to  the  skin. 

Today,  many  multinational  cosmetic  companies 
formulate  their  largest  selling  brands  with  Carbopol. 


COMPANY 


SALES 


PROFITS 


RETURN 


S-TEAR  GROWTH 


1ST 
QUARTER 
1989 
$  MIL 


CHANGE 
fROM 
1938 


1ST 
QUARTER 
1989 
I  Mil. 


CHANGE 
FROM 
1988 


i6t 

QUARTER 
1989 


1ST 
QUARTER 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUin 


P-E 
4  21 


COMMON 
EQUITY 


EARNINGS 
PER 
SHARE 


MARKET 
VALUE 
SHARES 
OUTSTANDING 

4-21 
S  MIL 


Louisville  Gas  &  Electric 

190.7 

2 

23.0 

21 

12.1 

10.2 

7.4 

13.8 

9 

7 

3 

690 

3.88 

Montana  Power 

218.4** 

6 

35.4 

32 

16.2 

13.0 

7.4 

9:9 

1 1 

7 

-6 

853 

3.18 

New  England  Electric  System 

427.6 

7 

43.6 

-13 

10.2 

12.6 

NM 

-5.7 

NM 

7 

NA 

1325 

-1.05 

New  York  State  Electric  &  Gas 

413.1 

15 

67.7 

3 

16.4 

18.2 

7.9 

13.7 

8 

0 

-14 

1311 

2.84  1 

Niagara  Mohawk  Power 

848.5 

5 

71.2 

-37 

8.4 

14.0 

NA 

6.3 

13 

-2 

-38 

1628 

0.89 

Northeast  Utilities 

559.6 

4 

69.3 

5 

12.4 

12.3 

7.0 

12.5 

9 

6 

-5 

2133 

2.121 

Northern  States  Power 

560.6 

2 

71.0 

1 1 

12.7 

1  1.6 

7.3 

14.1 

10 

6 

2 

2025 

3.21 

Ohio  Edison 

546.7 

4 

101.6 

7 

18.6 

18.0 

6.8 

7.7 

16 

9 

-9 

3126 

1.28 

Pacific  Gas  &  Electric 

2109.1 

13 

244.4 

79 

11.6 

7.3 

4.6 

1.0 

NM 

8 

NA 

7457 

0.17 

Pennsylvania  Power  &  Light 

613.1 

1 

101.2 

-9 

16.5 

18.4 

7.6 

13.2 

10 

2 

4 

2662 

3.60 

Philadelphia  Electric 

890.4 

5 

143.3 

-1 1 

16.1 

19.0 

8.8 

12.5 

9 

7 

-2 

4287 

2.21 

Pinnacle  West  Capital 

332.4 

6 

29.1 

-25 

8.8 

12.4 

0.8 

-0.3 

NM 

7 

-47 

1203 

-0.06 

Portland  General 

221.1 

5 

40.9 

5 

18.5 

18.6 

8.2 

1 1.2 

10 

2 

-10 

1014 

2.13 

Potomac  Electric  Power 

302.8 

0 

27.8 

-13 

9.2 

10.6 

7.9 

15.8 

10 

8 

10 

1877 

2.09 

Public  Service  Co.  of  Colorado 

544.7 

-4 

43.7 

-31 

8.0 

1 1.3 

7.5 

10.7 

12 

0 

2 

1108 

1.76 

Public  Service  Enterprise  Group 

1298.8 

8 

162.5 

2 

12.5 

13.3 

8.1 

13.5 

9 

7 

1 

5031 

2.59 

Puget  Sound  Power  &  Light 

274.3 

24 

50.5 

4 

18.4 

21.9 

8.2 

13.3 

9 

3 

4 

1013 

2.15" 

Rochester  Gas  &  Electric 

244.9 

0 

28. 1 

—9 

11.5 

1 2.7 

NA 

1 2.2 

8 

—  1 

-20 

53 1 

2.16  i 

San  Diego  Gas  &  Electric 

499.4 

-3 

35.9 

-32 

7.2 

10.2 

8.2 

13.1 

13 

5 

0 

21 10 

2.88'  i 

Scana 

285.8 

-5 

35.9 

-12 

12.6 

13.6 

7.3 

12.9 

1 1 

5 

5 

1229 

2.87  1 

SCEcorp 

1530.3 

15 

128.9 

0 

8.4 

9.7 

8.8 

15.1 

9 

8 

1 

7073 

3.49  ' 

Southwestern  Public  Service  (4) 

1 84.7 

-5 

21.1 

—  1 7 

1  1 .4 

1 3. 1 

8.9 

1 4.9 

1 1 

6 

-1 

1 064 

2.27 

Teco  Energy 

248.7 

0 

29.2 

-5 

1 1.8 

12.3 

8.4 

15.2 

1 1 

8 

5 

1348 

2.10 

Union  Electric 

449.4 

_3 

36.1 

-25 

8.0 

10.4 

7.6 

13.3 

10 

4 

0 

2438 

2.46 

Utilicorp  United 

220.2 

-3 

17.6 

14 

8.0 

6.8 

8.5 

12.6 

9 

24 

3 

373 

2.03 

Washington  Water  Power 

173.9 

1 2 

28.5 

2 

1 6.4 

1 8.0 

8.2 

1 2.5 

10 

3 

-4 

608 

2.62 

Wisconsin  Energy 

428.2 

-2 

64.4 

-13 

15.0 

16-8 

NA 

14.1 

10 

8 

7 

1800 

2.59 

IblGAS  &  TRANSMISSION 

GROUP  COMPOSITE 

9315.6 

2 

600.0 

-3 

6.4 

6.8 

6.2 

6.1 

25 

-2 

-4 

16804 

1.38 

Brooklyn  Union  Gas  |3| 

366.5 

5 

55.9 

20 

15.3 

13.4 

9.5 

15.2 

8 

8 

1 

601 

3.07 

Eastern  Enterprises 

257.3 

1  1 

31.5 

21 

12.2 

11.2 

8.7 

1 1.9 

12 

-2 

10 

652 

2.41 

Enron 

171 1.5 

-4 

89.2 

18 

5.2 

4.2 

7.0 

7.7 

19 

-3 

-35 

1986 

Enserch 

784.1 

-1 

35.8 

-9 

4.6 

5.0 

NA 

-0.4 

NA 

-10 

NA 

1298 

NA 

Nicor 

689.2 

3 

54.6 

-3 

7.9 

8.4 

8.6 

17.1 

9 

-4 

32 

967 

3.45 

Oneok  {i< 

242.0 

5 

28.5 

15 

1  1.8 

10.8 

NA 

4.4 

24 

-4 

-27 

337 

1.02 

Pacific  Enterprises 

1861.0 

25 

69.0 

-1 

3.7 

4.7 

7.8 

1 1.9 

12 

9 

-8 

2611 

3.41 

Panhandle  Eastern  t 

333.6 

-23 

33.0 

-69 

9.9 

24.8 

NM 

-30.8 

NM 

-14 

NA 

1284 

-4.46 

Piedmont  Natural  Gas  (2) 

160.9 

14 

19.0 

6 

1  1.8 

12.7 

8.8 

14.0 

10 

17 

5 

239 

2.41 

Questor 

203.4 

5 

28.2 

5 

13.9 

13.9 

5.2 

5.7 

24 

10 

-12 

621 

1.37 

Sonot 

411.2 

-15 

26.4 

-21 

6.4 

6.9 

5.5 

7.2 

18 

-6 

-18 

1371 

1.91 

Texas  Eastern 

1009.2 

12 

42.4 

1 19 

4.2 

2.2 

9.3 

13.1 

16 

-2 

3 

2877 

3.32 

Transco  Energy 

714.3 

-18 

23.8 

104 

3.3 

1.3 

NA 

-6.3 

NM 

-5 

NA 

1  190 

-2.72I 

Washington  Gas  Light 

311.3 

8 

40.3 

-4 

13.0 

14.6 

7.9 

11.0 

1  1 

7 

2 

492 

2.35I 

Wicor 

260.2 

-6 

22.3 

-6 

8.6 

8.6 

1  1.4 

14.3 

13 

9 

3 

278 

1.641 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  10< 
AAR21b 

AbboH  Laboratories  12d 
Adra  Services  21  e 
Advanced  Micro  9d 
Advo  System  21d 
AfRlioted  Pubs.  20b 
Ahmanson  [H  F  i  I  7< 
Air  Products  4 
Airborne  Freighl  23c 
Alosko  Air  Group  23a 
Albany  Inlernationol  1  5d 
Alberto-Culver  6d 
Albertson's  IO< 
Alcoa  16a 

Alexonder  &  Boldv/.n  23d 
Alexander's  8 
Alleghany  1  7a 
Allegheny  International  6b 
Allegheny  Ludlum  16b 
Allegheny  Povi/er  24a 
Allied  Products  ISc 
Allied-Signal  5 
Alltel  22b 

AM  International  18c 
Amax  16a 
Amdahl  18b 
Amerodo  Hess  lib 
America  West  Air  23a 


American  Bronds  6e 
American  Building  21e 
American  Business  18a 
American  Cyonomid  4 
American  Electric  24a 
American  Express  17a 
Americon  Greetings  14d 
Americon  Home  12b 
American  Moize  10b 
Americon  Medical  12c 
American  Notional  1  7b 
American  Pelrofina  lib 
Amer.  Savings  Bonk  1 7e 
American  Stores  lOc 
American  TV  20a 
Ameritech  22b 
'■^mes  Dept.  Stores  8 
Ametek  9a 
AtTioco  lib 
AMP  9d 
AMR  23a 
Anac  Holding  12a 
Anadorko  Petroleum  lib 
Analog  Devices  9d 
Anchor  Gloss  7o 
Anheuser-Busch  6c 
Apogee  Enterprises  21a 
Apollo  Computer  18b 
Apple  Computer  18b 
Applied  Moteriols  1  5c 
Arco  Chemical  4 


Aristech  Chemical  4 
Armco  16b 

Armstrong  World  Inds.  6b 
Arrov/  Electronics  21b 
Arvin  Industries  2b 
Asarco  1  6c 
Ashland  Oil  1  lb 
AST  Research  18b 
AT&T  22a 
Atlantic  Energy  24a 
Automatic  Data  1  8c 
Avery  International  15a 
Avnet  21b 
Avon  Products  6d 
AVX  9d 

B 


Boker  Hughes  lie 
Boll  7a 

Bolly  Mfg.  14d 
Baltimore  G&E  24a 
Banc  One  3b 
Bondog  2< 
Bonk  of  Boston  3a 
Bonk  of  New  England  3a 
BonkAmerico  3d 
Bankers  Trust  3o 
Bonto  (George)  21  d 
Bard(C  R.l  12d 
Barnes  Group  13a 


Barnett  Bonks  3c 
Bousch  &  Lomb  6d 
Baxter  International  12d 
BayBanks  3o 
Bear  Steorns  1 7a 
Bearings  21b 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
Bell  Industries  21b 
BellSouth  22b 
Bemis  7b 

Bergen  Brunswig  12a 
Bethlehem  Steel  16b 
Betz  Loboratories  4 
Beverly  Enterprises  12c 
Btg  Bear  lOc 
Bindley  Western  12a 
Birminghom  Steel  16b 
Block  &  Decker  15b 
Blair  8 

Block  (H&R)  17o 
Blount  13b 
Boatmen's  3b 
Bob  Evans  Forms  14a 
Boeing  1 

Boise  Cascade  1 9a 
Borden  lOb 
Boston  Edison  24a 
Bowoter  19b 
BranifT  23a 
Brendle's  8 


Briggs  &  Strotton  1  5c 
Bristol-Myers  12d 
Brooklyn  Union  Gos  24b 

Brown  Group  6a 

Brown-Forman  6c 
Browning-Ferns  Inds.  21c 
Brunswick  14d 
Burlington  Coot  8 
Burlington  Northern  23b 
Burlington  Resources  lib 
Businesslond  18a 
Butler  Mfg.  21a 


Cabot  4 

Caesars  World  14c 
ColFed  1  7< 
ColMot  13a 
Cameron  Iron  Works  11c 
Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Carlisle  2c 

Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  16b 
Carson  Pirie  Scott  8 
Corter  Hawley  Hole  8 
Cosey's  Gen.  Stores  lOc 


Castle  (A,  M,)21b 
Castle  &  Cooke  lOb 
Caterpillar  I  5c 

CBS  20a 

CDI210 

Centel  22b 

Centerior  Energy  24a 

Central  &  South  West  24s 

Central  Illinois  PS  24a 

Champion  Intl.  19b 

Chorming  Shoppes  8 

Chose  Manhattan  3a 

Chemed  6d 

Chemical  Banking  3a 

Chemical  Waste  21c 

Chesapeake  1 9b 

Chevron  lib 

Child  World  8 

Chubb  17b 

Cincinnati  Bell  22b 

Cincinnati  G&E  24a 

Cincinnati  Milocron  15b 

Circle  K  lOc 

Circuit  City  Stores  6b 

Circus  Circus  I4c 

Citicorp  3a 

Citizens  &  Southern  3c 

Clark  Equipment  15b 

Clorox  6d 

CML  Group  8 


CMS  Energy  24a 
CNW  23b 

Coost  S&L  17c 
Coca-Colo  6c 
Coco-Colo  Ents.  6c 
Colgate-Palmolive  6d 
Collins  Foods  14a 
Combustion  Eng.  21a 
Comdisco  1  8c 
Comerica  3b 
Commerce  Clearing  20b 
Commercrol  Intertech  1  5c 
Commercioi  Metals  16b 
Commonweolth  Ed.  24o 
Commtron  21e 
Comms.  Satellite  22a 
Comms.  Transmission  22a 
Community  Psych.  12c 
Compaq  Computer  18b 
Computer  Sciences  18c 
ConAgra  10b 
Conner  Peripherols  I8c 
Conrail  23b 

Consolidoted  Edison  24a 
Cons.  Freightwoys  23d 
Consolidated  Papers  19b 
Consolidoted  Stores  8 
Constor  International  7a 
Contel  22b 
Continental  Bonk  3b 
Control  Dato  18b 


Cooper  12d 

Cooper  Industries  9o 
Cooper  Tire  &  Rubber 
Coors  (Adolph)  6< 
CoreSfates  Finoncial  3 
Corning  Gloss  Worfcs  1 
Corroon  &  Black  1  7a 
Costco  Wholesale  8 
CPC  Intemotional  10b  i 
CPI  14d 
Crone  1  5a 
Croy  Reseorch  18b 
Crestor  Financial  3c 
Cross  &  Trecker  1  5b 
CrossLand  Savings  17 
Crown  Central  lib 
Crown  Cork  &  Seal  7a 
CRSSimne2la 
CSX  23b 

Crystol  Bronds  6a 

Culbro  6e 
Cummins  Engine  2b 
Curtice-Bums  lOb 
CVN8 
Cyclops  Industries  161 
Cyprus  Minerals  16c 


Dairy  Mori  lOc 
Continued  on  p.96 
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f.  U9§i  Umm  lNtM3:IIFII 
msUXl:  ill  cMtNcts  hMPt  Wm  sipfA  aid  mtifti. 


"  On  a  stressful  business  trip  little  amenities  can  make  a  big  difference.  That's 


why  we  provide  you  with  everything  from  an  in-room  video  message  and 


billing  center.. .to  pre-threaded  needles.  It's  our  way  of  working  to  give  you... 


Simply  everything.  Simply 


nikko  hotels  international 

SAN  FRANCISCO -CHICAGO -NEW  YORK 
1  •  800  •  NIKKO-US 


I  Hotel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
'  Other  Nikko  Cities:  Mexico  City  •  Dusseldorf  •  London  •  Paris •  Hong  Kong •  Taipei  'Manila  •  Beijing •  Shanghai •  lakarta  •  Osaka  •  Narita 


ALPHABETICAL  LIST  OF  COMPANIES 
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•ere 
so-r 
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Dalton(B.)8 
Dana  2b 
DanaKer  2b 
Doto  Generol  I  8b 
Dayton  Hudson  8 
De  Soto  13a 
Deon  Focxis  lOb 
Deere  f  5c 

Dekolb  Genetics  10b 
Delchomps  10< 
DelmorvQ  Power  24a 
Delta  Air  Unes  23o 
Delto  Woodside  1  5d 
Deluxe  18a 
Dennison  Mfg  18a 
Detroit  Edison  24a 
DeKter  4 
Di  Giorgio  10a 
Diamond  Shamrock  lib 
Diebold  18c 
Digital  Equipment  18b 
Dillard  Dept.  Stores  8 
Dime  Sovmgs  Bank  17c 
Dollar  General  8 
Dominion  Resources  24a 
Donaldson  2b 
Donnelley  |R.  R  I  21d 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20b 
Downey  S&L  17c 
DPL  24a 

Dresser  Industries  1  5< 
Drug  Emporium  12a 
Du  Pont  4 
Duke  Power  24a 
Dun  &  Brodslreet  20b 


Duquesne  Light  24a 
Durr  FiHouer  Medical  12a 
DWG  15d 


E-Systems  9b 
Eagle  Industries  1  5a 
Eagle-Pjcher  Inds  2b 
Eastern  Enterprises  24b 
Eaton  2b 
Echlm  2b 
Ecolcb  6d 

Edwards  {A.  G  )  17a 
EG&G  21a 
Electronic  Doto  1  8c 
Engelhord  4 
Enron  24b 
Enserch  24b 
Equifo-  17a 
Esselie  18a 
Ethyl  4 
Exxon  lib 


Family  Dollar  Stores  8 
Far  West  Financial  I  7c 
Fay's  Drug  12a 
Fedders  13a 
Federol  Express  23c 
Fed.  Natl,  Morlgoge  1  7o 
Federal  Paper  Board  7b 
Federal  Signal  2a 
Federal-Mogul  2b 
FHP  Intemotionol  12c 
Fieldcrest  Cannon  1  5d 
Figgre  International  5 
Fin  Corp,  S.  Barbara  17c 
Fireman's  Fund  17b 
First  Bonk  System  3b 


First  Copital  17b 
First  City  Bancorp  3d 
First  Interstate  3d 
First  Mississippi  4 
First  of  America  3b 
First  Union  3c 
First  Wochovio  3c 
Fteet/Norstor  3a 
Fleetwood  14d 
Flondo  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
FMC  15c 
Food  Lion  lOc 
Foodoroma  lOc 
Ford  Motor  2a 
Formica  13a 
Fort  Howord  19b 
Foster  Wheeler  21a 
Foxboro  9c 
FPL  Group  24a 
Freepoil-McMoRon  4 
Fruit  of  the  Loom  6a 
Fuller  (H.  B.)  4 
Fuquo  Industries  5 


Gannett  20b 
Gap  8 
Gotx  23c 

Goylord  Container  7b 
GenCorp  1 
General  Cinema  6c 
General  Dynomics  1 
General  Electric  5 
General  Host  5 
General  Instrument  9b 
General  Mills  lOb 


General  Motors  2a 
Generol  Nutrition  lOc 
Generol  Signol  9c 
Genesco  8 

Genlyte  Group  9o 
Genovese  Drug  12a 
Genuine  Parts  21b 
Georgia  Gulf  4 
Georgia- Pacific  19a 
Getty  Petroleum  21b 
Giont  Food  lOc 
Gillette  6d 
G!arfelter(P.  H.)  19b 
GM  Hughes  9b 
Glenfed  1 7c 
Golden  West  1 7c 
Goldome  1  7c 
Goodrich  [B,  F.)  4 
Goodyear  2c 
Gordon  Jewelry  8 
Goulds  Pumps  1  5c 
Grace  (W.  R.)  4 
Grainger  (W.  W)21b 
Great  American  First  1  7c 
Greot  American  M&l  4 
Greot  A&P  10c 
Great  Lakes  Chemical  4 
Great  No.  Nekoosa  19b 
Greenman  Brothers  8 
Greif  Bros.  7b 
Greyhound  5 
Grossman's  8 

GTE  22b 

Guilford  Mills  1  5d 
Gutf  &  Western  5 


Handlemon  2 1  e 
Hanno  (M.  A.)  4 


Hannaford  Brothers  lOc 
Horley-Dovidson  14d 
Harmon  Intl.  14d 
Hornischfeger  1  5c 
Horns  9b 
Horsco  1  5a 
Hartford  Steam  17b 
Hortmorx  6a 
Hosbro  14d 
Howoiian  Electric  24a 
Hechinger  8 
Heinz  (H.  J  ]  10b 
Helene  Curtis  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hexcel  15a 

Highland  Superstores  6b 
Hillenbrand  I  5a 
Hills  Dept  Stores  8 
Hilton  Hotels  14c 
Himont  4 
Holiday  14c 
Holly  Forms  10b 
Home  Depot  8 
Home  Shopping  8 
HomeFed  1  7c 
Homesleod  Financial  1  7c 
HON  Industries  18a 
Honeywell  9c 
Hormel  (Geo.  A.|  10b 
House  of  Fobrics  8 
Hovnonion  13b 

Hubbell  9a 
Hudson  Foods  10b 
Huffy  I4d 
Hughes  Supply  13a 
Humono  12c 


Hunt  [J.  B.)  23d 
Huntington  Boncshares  3b 


IBM  18b 
IBP  10b 

Illinois  Tool  Works  15a 

IMC  Fertilizer  4 

Imo  Industries  9c 

Imperial  Corp.  1  7c 

Ingersoll-Rand  1  5c 

Inland  Steel  16b 

Intel  9d 

Interco  6a 

Interface  I  5d 

Intergroph  I  8c 

Interlake  I  5c 

Intermet  1 6c 

Intl.  Minerals  4 

Intl.  Multifoods  lOb 

Intemotionol  Paper  19b 

Interpublic  Group  21  d 

InterTan  6b 

Ipaico  Enterprises  24a 


Jacobs  Engineering  21a 
Jocobson  Stores  8 
Jomes  River  1  9b 
Jomeswoy  8 
Jefferson  Smurfii  7b 
Jepsop  13a 
Jenico  14a 

Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jorgensen  (Eorle  M,)  21b 
Jostens  1  5a 


J.  P,  Industries  2b 
JWP  21e 


K  mart  8 
Kaman  1 

Konsos  City  Power  24a 
KorcherlCori)  14a 
Kaufman  &  Br,  Home  13b 
Kellwood  6a 
Kennametol  1 5b 
Kerr-McGee  I  lb 
KeyCorp  3a 
Kimball  Intl.  6b 
Kimberiy-CIark  19b 
Knight-Ridder20b 
Kroger  lOc 
Krueger21d 


Louisiano-Pocific  19a 
Louisville  G&E  24a 
Lowe's  8 

LPL  Investment  22a 
LSI  Logic  9d 
Lubrizot  4 
Lukens  16b 

M 


Lo-Z-Boy  Chair  6b 
Lofarge  13a 
Lance  I  Ob 
Lends'  End  8 
LDI  1 8a 

Leggett  &  Piatt  6b 
Leslie  Fay  6a 
Lilly  !Eti)  12b 
Limited  8 
Lionel  8 

Litton  Industries  9b 
Lockheed  1 
Loctite  4 

Lone  Stor  Techs.  16b 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Lotus  Development  18c 
Louisiana  Land  lib 


M/A-Com  22a 
Mocy  IR.  H.)  8 
Monuf.  Hanover  3a 
Monufocturers  Natl.  31 
Manville  13a 
MaF>co  lib 
Marion  Loborotories  1 
Mark  IV  Industries  9c 
Morley  1  5a 
Marriott  14c 
Marsh  &  McLennan  1 1 
Morsholl  Industries  21 
Martin  Marietta  1 
Mosco  6b 
Mosco  Industries  2b 
Mattel  14d 
Maxtor  18c 
Moxus  Energy  lib 
Maxxom  13b 
May  Dept.  Stores  8 
Moyfoir  10c 
Maytag  6b 
MCA  14b 
McCormick  10b 
McDonald's  14a 
McDonnell  Douglos  1 
McGraw-Hill  20b 
MCI  Communs.  22a 
McKesson  12o 
Mead  19b 
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Phone  WATS 


When  It  Comes  To  Savings  And  Services, 


Savings  isn't  the  only  reason  conipanies 
are  pickin>i  US  Sprint's  Network  W  ATS  '  ( i\"er 
.AT&T's  Multi-Location  \V.\TS. 

W'i t  h  S p ri  n  t .  e ve ry  ca  11 1  ra\'e  1  s  o n  t  h e 
nation's  first  and  oiily  100 digital  Fiber 
0  [)  tic  X  e  t  wo  rk  ( F  0  X '" ) — t  h  e  n  e  t  v\  I  u'  k  \\'  h  use 
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sound  (piality  is  iireferred  b\  !)  nut  of  10 
|)eople  over -AT&T, 

Notwi )rk  \\'.\TS  als(  i  gi\es  \  ou  the  option 
of  having  branch  offices  billed  individually 
o  r  ge  1 1  i  ng  o n e  con  so  1  i d  a  t  ed  co ni  pa  ny- 
vvide  invoice  ever\-  month.  .And  gives  you 


a  single  management  report  that  summarizes 
all  outbound  calls  from  all  locations, 
.AT&T  doesn't, 

.And  Sprint  gives  you  all  this  sa\ings  and 
flexibility  witit  no  stringsattached.Toget  any 
savings  at  all  w  ith  .AT&T,  you  have  to  sign 
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NCR  18b 

Neiman-Morcus  Group  8 

Nerco  11a 

New  Eng.  Electric  24a 

New  York  Stole  E&G  24a 

New  York  Times  20b 

Newell  1  5a 

Niagara  Mohawk  24a 

Nichols  (5,  E  )  8 

Nicer  24b 

Nike  6a 

Noland  13a 

Nordstrom  8 

Norfolk  Southern  23b 

Northeast  Savings  1  7c 

Northeast  Utilities  24a 

Northern  Stotes  Pwr.  24a 

Northern  Trust  3b 

Northrop  1 

Norton  1  5a 

Norwest  3b 

Noxell  6d 

Nucor  1  6b 

NWA  23a 

N/nex  22b 


Occidental  lib 
Ocean  Drilling  lie 
Ohio  Edison  24a 
Ohio  Mottress  6b 
Olin4 
Olsten  21e 
Oneida  1  5a 
Oneok  24b 
Oracle  Systems  18< 
Oshkosh  Truck  2a 
Oshmon's  8 
Outboard  Monne  14d 
Owens  &  Minor  12d 
Owens  Corning  13a 
Oxford  Industries  6a 


Poccor  2a 
Pace  Membership  8 
Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telesis  22b 


Paine  Webber  17a 
Pall  5 

Ponhandle  Eostern  24b 

Parker  Hannifin  I 

Penn  Central  5 

Penn  Traffic  lOc 

Penney  (J.  C.}  8 

Pennsylvonio  Power  24a 

Pennwolt  4 

Pennzoil  lib 

Pentair  19b 

Pep  Boys  2b 

Perkin  Elmer  9c 

Perry  Drug  Stores  12a 

Peters  (J.  M  )  13b 

Petrie  Stores  8 

Pfizer  12b 

Phelps  Dodge  16c 

PHH  23c 

Philadelphia  Electric  24a 
Philip  Morris  6e 
Philips  Industries  1  Sa 
Phillips  Petroleum  1  lb 
Phillips- Von  Heusen  6a 
Piedmont  Nat.  Gas  24b 
Pier  1  Imports  6b 
Pilgrim's  Pride  10b 
Pinnacle  West  24a 
Pioneer  Hi-Bred  lOb 
Pitney-Bowes  1  8a 
Pittston  11a 
PNC  Financial  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Potlatch  7b 
Potomoc  Electric  24a 
PPG  Industries  13a 
Premork  International  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 

Prime  Computer  18b 
Primerica  1  7o 
Procter  &  Gamble  6d 
Provident  Life  17b 
P  S  of  Colorado  24a 
Public  Service  Enl  24a 
Puget  Sound  Power  24a 


Quaker  Oats  lOb 
Quaker  State  lib 
Ouanex  16b 
Quantum  Chemical  4 
Questar  24b 


Ralston  Purina  10b 
Roychem  9o 
Raytheon  9b 
RC  Holding  21c 
Reebok  6a 
Reliance  Group  17b 
Republic  New  York  3a 
Re^ene  4 

Reynolds  &  Reynolds  18a 
Reynolds  Metols  16a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Robertson  [H.  H  )  1  5o 
Rochester  G&E  24a 
Rochester  Tel.  22b 
Rockwell  Intl.  5 
Rohm  &  Haas  4 
Rohr  Industries  1 
Rarer  Group  12b 
Rose*s  Stores  8 
Ross  Stores  8 
Rubbermaid  1  5a 
Ruddick  10< 
Russell  6a 
Ryder  System  23c 
Rykoff  Sexton  10a 
Ryland  Group  13b 


Safeco  1  7b 

Sofety-Kleen  21b 
Son  Diego  G&E  24a 
Sonto  Fe  Southern  23b 
Sara  Lee  10b 
Scano  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulmon  (A.)  4 
Schwab  (Charles)  17a 
Scott  Paper  19b 


Scotty's  13a 
Scripps(E  W,)20b 
Seagate  Technology  1  8c 
Seoled  Air  1  5a 
Sears,  Roebuck  8 
Seaway  Food  Town  lOc 
Security  Pacific  3d 
Service  Merchondise  8 
Shaw  Industries  1  5d 
Shawmut  National  3a 
Shearson  Lehman  17a 
Sherwin-Williams  13a 
Shoney's  14a 
Signet  Banking  3c 
Smith  (A.  O.)  2b 
Smithfleld  Foods  lOb 
SmithKline  Beckman  12b 
Snap-on  Tools  I  5b 
Society  3b 

Softsel  Computer  18a 
Sonat  24b 
Sonoco  Products  7b 
Soo  Line  23b 
Southdown  13a 
Southeast  Banking  3c 
So.  New  Eng.  Tel.  22b 
Southwestern  Bell  22b 
Southwestern  P.  S,  24a 
Sovron  Finonciol  3c 
Sprague  Technologies  9d 
Springs  Industries  I  5d 
SPX  2b 
Square  D  9a 
Squibb  12b 
SSMC6b  ' 

SlondordFed  Bonk  17c 
Standard  Motor  Prods.  2b 
Stondord  Products  2b 
Standard  Register  18a 
Stondord  Shores  5 
Standex  IntI  13a 
Stonhome  6d 
Stonley  Works  15b 
Sterling  Chemicals  4 
Stewort  &  Stevenson  1  5c 
Stone  Container  7b 
Stop&  Shop  lOc 
Storage  Tecnnology  1  8c 
Strowbridge  &  Clothier  8 
Stride  Rite  6a 


Student  Loon  Mktg  1  7o 
Subaru  of  America  23c 
Sudbury  2b 
Sun  1  lb 

Sun  Explorotion  lib 
Sundstrand  1 
SunTrust  Bonks  3c 
Super  Food  Services  10a 
Super  Rite  Foods  10a 
Super  Valu  Stores  10a 
Syntex  12b 
Sysco  10a 


3Com  18c 

3M  5 

Tolley  Industries  I 
Tambronds  6d 
Tondem  Computers  18b 
Tandy  1  8b 
TBC  2c 

Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Telecom-USA  22a 
Teledyne  5 
Telerote  1  7a 
Temple-lnlond  7b 
Teradyne  9c 
Terex  1  5c 
Texaco  lib 
Texas  Eastern  24b 
Texas  Industries  13a 
Texas  Instruments  9d 
Textron  5 
Thomos  &  Betts  9d 
Thorn  Apple  Valley  lOb 
Tiffany  8 
Time  20b 
Times  Mirror  20b 
Timken  1  5c 
TJX  8 
Tonka  14d 

Torthmork  1  7b 

Toro  6b 

Tosco  lib 

Toys  *R'  Us  8 

Trons  World  Music  14d 

Transamerico  1  7o 

Transco  Energy  24b 


Tribune  20b 
Tnnova  2b 
TRW  5 

TW  Services  14a 
Tyco  Laborotor.es  1  5c 
Tyler  13a 
Tyson  Foods  10b 


U  S.  Bancorp  3d 

U.  S.  Healthcare  12c 

U.  S.  Home  13b 

U.  S.  Shoe  8 

UAL  23a 

Unif.  1  5d 

Union  Comp  1  9b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pocific  23b 

Union  Texas  lib 

Uniroyal  Goodrich  2c 

Unisys  1  8b 

United  Jersey  Banks  3a 

United  Stationers  2 1  b 

United  Technologies  I 

United  Telecomms,  22a 

Univar  21b 

Universal  Foods  10b 

Universol  Health  12c 

Unocal  lib 

Upiohn  12b 

US  West  22b 

USAir  Group  23a 

USG  13a 

USLico  17b 

USLife  17b 

UST  6e 

USX  5 

Utilicorp  24a 


Valero  Energy  lib 
Volley  Notional  3d 
Volmont  Industries  15a 
Volspor  13a 
Vorion  Associates  9b 
Vermont  Americon  I  5b 
VF  6a 

Vicorp  Restaurants  14a 


Villoge  Super  Mkt  lOc 
Visto  Chemicol  4 
Volt  Inf.  Sciences  21  e 
Vulcan  Materiols  13a 
VWR  21b 

w 


Wat-Mart  Stores  8 
Walgreen  12a 
Wolloce  Computer  18a 
Wang  Laboratories  18b 
Warner  Communs.  14b 
Warner-Lombert  12b 
Woshington  Gas  24b 
Washington  Post  20b 
Washington  Water  24a 
Waste  Management  21c 
Weis  Morkets  lOc 
Wells  Forgo  3d 
Western  Digital  18c 
Western  Publishing  20b 
Western  Union  22a 
Westinghouse  Electric  9a 
Westmork  Intl.  I2d 
Westmoreland  Cool  11a 
Westvoco  19b 
Weyerhoeuser  l9o 
Wheelabrator  Techs.  21c 
Wheeling-Pittsburgh  16b 
Whirlpool  6b 
Whitman  5 
Wholesale  Club  8 
Wicor  24b 
Willamette  Inds.  19a 
Willcox&Gibbs21b 
Winn-Dixie  Stores  lOc 
Winnebago  Inds  14d 
Wisconsin  Energy  24a 
Wiico4 

Woolworth{F.  W)8 
Worthington  Inds  16b 
Wrigley  (Wm.)  Jr  10b 
Wyle  Laboratories  21b 
Wymon-Gordon  1  5a 

X  YZ 


Xerox  18b 

Yellow  Freight  23d 
Zoyre  8 

Zenith  Electronics  18b 
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SPRINT  NEmOBK  WATS 


Guess  Which  One  Sounds  The  Best? 


me-year  contract. 

But  how  much  do  you  actually  save  with 
urint?  Our  rates  are  up  to  13"()  less  than 
''&T's,  including  a  5%  discount_on  all 
al  1  WATSr  Ultra  WATS'"  and  FONCARD'" 
i  lis.  Plus,  we'll  waive  the  nionthlv  service 


ti'e  tor  the  first  three  months. 

And,  of  course,  we  give  \du  the 
top-quality  products  and  ser\ice  your 
business  demands. 

So  before  you  sign  on  the  bottom  line, 
be  sure  to  compare  the  bottom  lines. 


Call  l-H(K)-,S77-j:()(in  today.  .And  talk 
with  the  best. 


Talk  With  The  Best; 
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(dcial  Issues 


PARENTING  I 


IS  THE  MOMMY  TRACK 

A  BLESSING— OR  A  BETRAYAL? 


Co 


Family,  fairness,  and  feminism  could  be  on  the  line,  say  readers  of  a  BW  Cover  Story 


You  loved  it.  You 
hated  it.  It  was 
BUSINESS  week's 
Mar.  20  cover  story, 
"The  mommy  track" — a 
look  at  how  business  is 
accommodating  corpo- 
rate mothers  with  alter- 
native work  styles  and 
flexible  schedules.  It  dis- 
cussed the  conflicts  over 
career,  time,  energy,  and 
family  involvement  some 
fast-track  women  feel  af- 
ter children  arrive  on  the 
scene  and  argued  that 
companies  can  no  longer  afford  to  ofi:er 
such  employees  the  choice  of  all  or  noth- 
ing. And  it  suggested  that  restructuring 
work  could  be  positive  for  women,  for 
men,  and  for  business. 

BUSINESS  week's  readers  let  fly— with 
phone  calls,  requests  for  more  informa- 
tion, and  a  blizzard  of  mail.  There  were 
letters  from  corporate  consultants,  aca- 
demics, women's  groups,  mothers,  and 
fathers.  No  two  people  read  the  storj-  in 
quite  the  same  way.  Some  saw  it  as  a 
prescription,  others  as  a  starting  point. 
The  responses  were  often  intensely  emo- 
tional, as  well  as  extremely  diverse. 

Yet  some  common 
themes  emerged.  A  num- 
ber of  writers  strongly  en- 
dorsed the  mommy  track. 
Many  offered  personal  ac- 
counts. One  American 
Telephone  &  Telegraph  Co. 
middle  manager,  working 
part-time  since  the  birth  of 
her  third  child,  eloquently 
expressed  her  sense  of 
compromise,  as  well  as 
hopes  and  doubts  about 
her  future  career  path. 


After  years  of  struggle 
and  achierement  that  I'm 
very  proud  of,  I  have 
made  my  peace  with  the 
limitations  my  genera- 
tion, my  sex,  and  my 
family  place  on  me  in  the 
context  of  corporate  life. 
However,  I  spent  many 


TRACK 


■  ---Jfe:..  ■ 


years  going  to  school, 
am  highly  motivated, 
and  have  a  wealth  of 
life  and  work  experi- 
ence— all  of  which 
should  make  me  a  very 
desirable  employee. 

Phyllis  Sewell,  a  retired 
executive,  offered  a  note 
of  reassurance. 


Fortunately,  26  years 
ago,  my  employer.  Fed- 
erated Department 
Stores  Inc.,  was  far- 
sighted  enough  to  realize  the  advan- 
tages of  a  part-time  executive  and  let 
me  work  three  days  a  week  while  our 
son  was  young.  My  career  was  on  a 
plateau  for  a  few  years,  but  in  the 
decade  following  my  return  to  full- 
time  employment,  I  received  three  sig- 
nificant promotions. 

Should  such  paths  be  institutionalized? 
One  career  counselor  said  no,  fearing 
rigid  "sidetracking."  But  attorneys  at 
the  National  Women's  Law  Center  in 
Washington  said  yes,  in  the  interest  of 
equity. 


Far  too  many  women  have  cav^e 
fear  their  boss's  response  to  a  reqw 
for  a  schedule   that  accommodat 
their  family  needs,  as  do  their  ma 
co-workers.  One  executive  you  qui 
says  such  arrangements  should  be 
stricted  to  high-quality  employe^pn 
That  attitude  leaves  employees  vulni 
able  to  the  whims  of  their  employer 


ijecta  to  J! 

of  tiff 

ir  a  SOS 


The  uproar  over  the  mommy  track  w 
set  oft"  by  an  article — which  never 
the  controversial  term — in  the  Harva 
Business  Review.  Called  Manageme 
Women  and  the  A'ew  Facts  of  Life, 
was  written  by  Felice  N.  Schwartz,  pr 
ident  and  founder  of  Catalyst  Inc., 
nonprofit  organization  that  has  lo 
been  an  advocate  for  corporate  womi 
Her  views  elicited  this  comment: 


w  antim 


hi 


/  agree  with  Felice  Schwartz.  Two-ti 
tracking  makes  sense.  If  a  marrii 
woman  chooses  to  spend  time  raisi? 
a  family  and  doesn't  make  it  pa 
middle  management,  tough  cookie 
No  woman  can  have  it  all  unless  she 
remarkably  strong  and  very  lucky. 


But  in  an  open  letter  to  Schwartz,  o: 
woman  responded: 


doul 


n  the  decade  follomng  my  return 
to  full-time  employment,  I  received 
three  significant  promotions' 


There  already  is  a 
standard.  Your  ideas 
only  promote  the  ineqt 
ties  rather  than  allevia 
them.  It  will  pit  wome 
against  women — tho 
without  children  agairi 
mothers. 

Do  alternative  tracl 
aimed  largely  at  mothe 
threaten  the  accomplis 
ments  of  the  women 
movement  and  betrf 
women  who  have  stru 
gled  to  raise  families  ai 
work  alongside  men 
peers?  That  seems  to  d 
pend  on  one's  notion 
feminism.  Does  feminis 
mean  that  all  woven. 
should  model  their  livi 
and  careers  after  those 
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an?  Or  should  traditional- 
female  values  and  con- 
rns  reshape  male- 
minated  institutions? 
itherine  M.  Cooper,  a 
;e-president  at  Fairfield 
;search  Corp.  in  Connect- 
it,  commented: 

te  mommy  track  is  a 
itural  extension  of  the 
Tiinist  movement.  The 
xt  logical  step  is  to  rec- 
nize  that  women  have 
e  babies,  and  that  this 
s  to  be  accomfnodated. 
gives  ivomen  choices. 

iny  respondents,  howev- 
,  objected  to  what  they 
w  as  the  underlying  as- 
mption  of  the  mommy 
ick:  that  raising  kids  is 
imarily  a  woman's  job. 
;re  are  three  samples: 


Will  'another  generation  of 
children  ask,  "Daddy,  where  were 
you  when  I  was  growing  up?"  ' 


ind  it  ironic  that  the  same  women 
10  set  out  to  change  corporate  stnic- 
res  and  to  juggle  career  and  family 
e  arc  not  asking  their  husbands  to 
ke  similar  risks. 

men  continue  to  climb  corporate 
iders  without  assuming  family  re- 
onsibility,  another  generation  of 
ildren  will  ask:  "Daddy,  where  were 
u  vjhen  I  was  growing  up?" 

't's  consign  the  term  "mommy 
ick"  to  the  sexist  trash  heap.  Society 
eds  to  get  over  the  idea  that  raising 
ildren  is  women's  work  alone. 

number  of  readers  liked  the  concept, 
t  objected  to  the  term  "mommy 
ick."  Several  suggested  language: 
arent  track"  or  "people  track."  One 
.ter,  from  a  Pennsylvania  human  re- 
arces  consultant,  went  much  further. 

'  label  a  need  for  flexibility  in  corpo- 
te  careers  "the  mommy  track"  is  to 
isrepresent  the  situation  at  the  ex- 
nse  of  women.  Consider  these  exam- 
es:  A  spouse  undergoes  chemothera- 
';  a  widowed  parent  moves  in  with  a 
ngle  person;  a  young  employee 
"ites  a  dissertation;  an  older  employ- 
needs  a  year  off  to  fulfill  an  unreal- 
id  dream.  Any  of  these  gender-inde- 
ndent  situations  will  lead  a 
oughtful  human  being  to  consider 
tematives  to  the  50-hour  to  60-hour 
trk  week  for  a  limited  period. 

'  few  men  have  bucked  convention  for 
xibility.  Here's  one: 

'!/  mfe  and  I,  both  scientists  in  a  cor- 
mte  lab,  have  successfully  kept  our 


careers  on  track  and  cared  for  baby 
through  a  combination  of  day  care, 
work  at  home,  and  flexible  scheduling. 
This  is  in  spite  of  our  employer,  who 
encouraged  her  to  take  leave  atid  pres- 
sured me  not  to. 

Among  women  interviewed  for  the  Mar. 
20  cover  story,  nearly  all  said  their  hus- 
bands rejected  daddy  tracks.  For  some  it 
was  economics.  In  many  two-career  fam- 
ilies, fathers  earn  more  than  mothers. 

Many  women,  though,  hoped  they 
would  lead  a  workplace  revolution,  and 
that  as  mommy  tracks  became  preva- 
lent, other  paths 
would  follow. 

Still,  some  readers 
say  the  mommy  track 
is  too  much  track  and 
not  enough  mommy. 
Two  examples: 

The  mommy  track  is 
great  in  theory  bul 
has  little  chalice  of 
success  in  the  real 
world.  Employers  ex- 
pect 100%,  rightfully 
so.  Our  husbands 
and  children  deserve 
nothing  less.  The 
decision  becomes, 
whose  needs  are 
most  important  f 
Family  must  come 
first. 


to  have  had  a  mother  who 
temporarily  set  aside  a 
career  to  fulfill  her  ma- 
ternal obligations. 

John  K.  Thornburgh,  a 
Bell  Telephone  Co.  of 
Pennsylvania  executive, 
didn't  like  the  "glamoriza- 
tion"  of  working  mothers. 

My  wife,  who  chose  to  put 
a  professional  career  on 
hold  and  stay  home  to 
raise  our  children,  is  no 
June  Cleaver.  She  is  a 
maiiager  in  her  own 
right,  instilling  love  and 
responsibility  in  tomor- 
row's generation. 

For  one  reader,  the  idea  of 
slowing  down  a  career  for 
a  few  years,  then  resum- 
ing, was  no  solution  at  all. 


You  erroneously  as- 
sumed that  children 
are  oblivious  to  the 
difference  between 
part-time  and  full- 
time  mothers.  I  real- 
ize how  lucky  I  was 


So  the  decision 
becomes,  whose 
needs  matter  most? 


What  makes  Ms.  Ehrlich  think  parent- 
hood is  a  four-year  to  five-year  under- 
taking? What  parent  of  a  school-age 
child  doesn't  deal  daily  with  car  pools, 
chicken  pox,  math  tests,  birthday  par- 
ties, teachers'  conferences,  and  psychic 
and  physical  hurt?  Being  a  parent 
takes  at  least  18  years.  Just  try  getting 
off  the  mommy  track  after  18  years. 

Many  readers  pointed  out  that  tradition- 
al notions  make  firms  act  against  their 
own  interest — costing  them  valuable  em- 
ployees. One  San  Francisco  man  took 
issue  with  the  corpo- 
rate obsession  with 
rigid  career  ladders. 

Firms  that  discrimi- 
nate against  child- 
bearing  women  are 
doing  so  on  the  basis 
of  age  rather  than 
sex,  because  of  an 
outmoded  belief  that 
promotable  individ- 
uals should  advance 
up  the  career  path  in 
chronological  lock- 
step. 

Women  worried 
about  losing  precious 
years  on  the  mommy 
track  should  be  re- 
minded that  millions 
of  men  went  through 
a  similar  experience 
a  generation  ago. 
We  called  it  World 
War  11. 


By  Elizabeth  Ehrlich 
in  New  York  and  read- 
ers 0/ BUSINESS  WEEK 
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Stay  n ' 


ALAIN  GOMEZ, 

FRANCE'S  HIGH-TECH  WARRIOR 


II,  llOUg- 
ifffliitlieM 

utieiBC  bii^ 


Thomson's  CEO  zeros  in  on  defense  and  consumer  electronics.  Should  Japan  be  worried? 


Jean-Frangois  Benin  was  sitting  in  a 
barber's  chair  feeling  "disgusted." 
He  was  so  disheartened  at  corporate 
nationalizations  by  France's  new  Social- 
ist government  in  1982  that  he  had  decid- 
ed to  "leave  this  rotten  country  and  go 
work  in  the  U.  S."  While  he  waited  for 
his  weekly  trim,   the  finance  expert 


flipped  through  a  magazine  profile  of  a 
former  paratrooper  named  Alain  Gomez, 
who  had  just  become  chief  executive  of 
a  national  company.  Two  months  later, 
Henin  started  a  new  job  as  Thomson's 
treasurer.  Says  Henin:  "I  knew  this  was 
a  guy  who  was  going  to  take  risks." 
Henin  figured  right.  In  the  seven 


GOMEZ:  "i 
DON'T  TARE  ANT 
POIITICAL 
POSITIONS" 
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years  since  Alain  Gomez,  50,  becar 
CEO  of  the  huge  state-controlled  el 
tronics  group,  he  has  emerged  as  one 
Europe's  most  ambitious  executives.  F  afflnOgDS 
from  being  the  do-gooder  that  mai 
feared  President  Francois  Mitterrai  i  tiimaro'Jiii 
might  appoint,  Gomez  is  one  tough  ma    "  ''''^ 
ager.  He's  an  admirer  and  friend  of  Jot  ■ 

F.  Welch  Jr.,  the  General  Electi§rfS12fc 
Co.  chairman  sometimes  calk 
"Neutron  Jack"  for  his  asserti' 
management  style.  Gomez,  whoi 
tactics  are  similar,  has  aggressive 
restructured  Thomson  by  hamme  i«  ^ 
ing  down  costs  and  cutting  jobs.  iif-T 

Now,  Gomez  is  making  his  b( 
dest  move  ever.  Like  Welch,  Gom( 
only  wants  to  be  in  businesses  th; 
he  can  dominate  worldwide.  He  h; 
zeroed  in  on  two  industries  in  whic  Mim  "ft 
he  thinks  he  can  lead  the  pack:  coi 
sumer  and  defense  electronics. 
FIREPOWER.  Gomez  is  battling  f( 
the  future  of  European  high  tech  j 
much  as  he  is  for  Thomson's  pre 
tige.  He  is  convinced  Europe  ca 
get  back  into  the  global  high-tec  aaMMS 
race.  One  key:  the  move  to  a  unifie  Ml  It's 
European  market  in  1992.  Gom(  ily  whose  el 
believes  a  stronger  home  base  and  te  to  an ; 
measure  of  trade  protection  wi  .lid  Moiwve 
give  companies  like  Thomson  th  ajoperatioi 
firepower  to  fight  back  against  Ji  i\ 
pan  and  the  U.  S.  He's  also  countin  ss, 
on  Europe  Inc.  to  help  fund  higli  rr 
cost  research-and-development  pr(|  :ol 
jects  in  high-definition  televisio' 
(HDTV)  and  computer  chips. 

Two  years  ago,  he  swapped  $80 
million  in  cash,  plus  his  medical  elet- 
tronics  group,  for  Welch's  GE/RC 
TV  operation  in  the  U.  S.  (page  102 
As  head  of  a  state  company  insula 
ed  from  quarterly  earnings  pre;' 
sures,  Gomez  figures  he  can  kee 
up  the  heavy  investment  necessari 
in  TV.  The  acquisition  made  Thon: 
son  No.  2  in  the  world  in  TVs  aftei 
Dutch  giant  Philips.  Now,  Gomez  i^ 
staring  right  at  other  electronics  g 
ants  such  as  GE,  Japan's  Matsi 
shita,  and  Germany's  Siemens.  S< 
far,  he's  not  blinking.  ; 

But  he  must  move  quickly.  High 
definition  television  is  about  to  uf 
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d  the  entire  industry,  and  Gomez  is 
rambling  to  amass  the  technology  he 
eds  to  stay  in  the  race  against  the 
panese.  He's  also  investing  millions  in 
e  U.  S.  operations  he  bought  from  GE. 
•  far,  though,  his  U.  S.  TV  operation 
I't  even  in  the  black. 
In  defense  electronics,  Gomez  is  keen 

line  up  European  merger  partners, 
ith  a  shakeout  coming  in  the  frag- 
jnted  industry,  he  wants  to  make 
lomson  the  first  pan-European  defense 
ntractor.  That's  a  gamble,  too,  as  Eu- 
pe  warms  to  Soviet  peace  overtures 
d  defense  budgets  stagnate.  Right 
w,  Thomson  is  vying  with  such  U.  S. 
ints  as  Raytheon,  Lockheed,  and  GE 
f  the  No.  2  spot  in  defense  electronics 
hind  GM  Hughes  Electronics  Corp. 
Overall,  Gomez  has  worked  a  remark- 
le  turnaround.  Technically  bankrupt 
len  he  took  over,  Thomson  earned  a 
lid,  if  unspectacular,  $350  million  on 
les  of  $12  billion  last  year.  Productivi- 

is  way  up.  Gomez  laid  off  thousands 

Europe,  but  total  employment  world- 
de  fell  by  only  1,000  jobs,  to  104,000, 
ter  the  GE/rca  purchase.  Revenue  per 
iployee  has  shot  up  60%  during  his 
lure.  Thomson  CSF,  the  defense  elec- 
mics  company  that  accounts  for  half 

its  parent's  sales,  had  8.9%  net  mar- 
is last  year,  higher  than  any  of  its 

S.  competition. 

IDSLINGING.  "He's  articulate,  attrac- 
e,  and  very  quick,"  says  GE's  Welch, 
sat,  however,  has  not  saved  Gomez 
)m  becoming  a  lightning  rod  for  criti- 
m  in  France.  He  has  been  a  target  of 
;  adslinging  throughout  his  tenure  at 
omson,  often  by  former  executives 
d  unnamed  poison  tongues  in  the  gov- 
iment.  It's  partly  his  own  fault.  In  a 
untry  whose  elite  has  refined  verbal 
litesse  to  an  art,  Gomez  is  sharp- 
igued.  Moreover,  he  has  axed  nonper- 
•niing  operations — and  executives — of- 
n  without  the  usual  face-saving 
■eties.  "I  didn't  have  to  shake  them 
jnperformers]  out  of  the  trees,"  he 
ce  told  BUSINESS  WEEK.  "Most  of  them 
■re  already  senile  and  fell  out  on  their 
'n."  Says  one  Thomson  executive: 
le  s  got  a  lot  of  enemies  who  would 
e  to  see  him  out." 

They  could  get  their  wish  in  June, 
len  the  French  government  will  con- 
ler  the  reappointments  of  the  heads  of 
ite-controlled  companies.  Gomez  has 
•eady  nettled  some  top  Socialists  and 
vernment  officials  with  his  fierce  inde- 
I  ndence.  One  clash  could  come  over  a 
:  ach-discussed  bailout  of  troubled  fight- 
plane  maker  Dassault,  a  major  Thom- 
n  customer.  If  the  government  forces 
imez  to  take  over  the  moribund  com- 
ny,  it  could  suck  dry  Thomson's  prof- 
and  jeopardize  Gomez'  credibility. 
Rumors  that  President  Mitterrand 
'ght  veto  him  at  the  last  minute  have 


gotten  serious  enough  to  depress  the 
share  price  of  Thomson  CSF,  the  only 
unit  of  the  company  to  trade  on  the 
stock  market.  With  the  Paris  Bourse  at 
an  all-time  high,  CSF's  shares  are  now 
trading  at  just  eight  times  earnings,  a 
30%  discount  to  the  average.  But  even 
Gomez'  enemies  concede  that  the  odds 
favor  his  staying  on,  which  would  make 
him  the  longest-serving  CEO  of  a  French 
state-owned  company. 

The  fact  that  anyone  is  even  talking 
about  replacing  Gomez  is  a  measure  of 
the  passions  he  raises  in  France.  A  for- 
mer radical  leftist,  he  is  now  widely  re- 
garded as  one  of  France's  most  ruthless 
capitalists. 

His  enormous  drive  has  roots  in  his 
childhood.  Gomez'  anesthesiologist  fa- 
ther, Francis,  relentlessly  pushed  Alain 
to  succeed,  says  one  intimate.  Gomez 
made  his  way  through  France's  elite 
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schools.  His  father  took  the  family  to 
Algeria  when  Alain  was  11,  and  Gomez 
earned  the  equivalent  of  a  high  school 
diploma  at  16.  Back  in  Paris,  he  did  bril- 
liantly in  the  prestigious  Ecole  Nationale 
d'Administration  (ENA).  He  was  chums 
with  Jean-Pierre  Chevenement,  now 
France's  Defense  Minister,  and  together 
they  formed  a  radical-left  splinter  wing 
of  France's  Socialist  Party.  He  served  in 
a  paratroop  corps  near  the  end  of  the 
Algerian  War. 

LEARNING  HARDBALL.  Gomez  turned  to 
business  while  the  rest  of  his  generation 
was  embroiled  in  1960s  protest.  In  1967, 
he  married  Francine  Le  Foyer,  who  as 
Francine  Gomez  became  France's  best- 
known  woman  executive  as  head  of  pen 
company  Waterman.  At  least  one  Social- 
ist pal  accused  Gomez  of  becoming  an 
"enemy  of  his  class"  when  he  married 
her.  He  took  a  job  with  glassmaker 
Saint-Gobain. 

Gomez  learned  to  play  hardball  at 
Saint-Gobain.  "He  reorganized  Thomson 
according  to  the  lessons  he  learned 
here,"  says  Saint-Gobain  Chairman  Jean- 
Louis  BefTa.  Gomez  made  his  mark  re- 
structuring the  packaging  division, 
merging  factories,  cutting  personnel, 
and  holding  wages  in  line.  Despite  his 
leftism,  one  former  colleague  remem- 
bers him  going  out  to  a  picket  line  to 
argue  with  strikers.  "I'm  not  tough  by 
nature,"  Gomez  says  now.  "It's  just  that 
I've  spent  my  whole  career  in  operations 
that  needed  to  be  restructured." 

Gomez  hit  Thomson  like  a  bombshell. 
Says  Christophe  Cherblanc,  an  analyst  in 
Paris:  "Thomson  was  very  old  Establish- 
ment, and  Gomez  and  the  old  Establish- 
ment are  like  two  fists  coming  togeth- 
er." On  his  first  day,  Gomez  sat  in  a 
colleague's  office,  puffing  a  big  cigar 
and  waiting  until  his  own  office  was 
readied.  "The  others  didn't  want  to  meet 
him.  They  considered  him  an  outsider," 
remembers  one  former  Thomson  official. 

Gomez  likes  numbers  and  discipline  in 
a  country  where  many  executives  man- 
age by  instinct.  He  never  takes  a  note 
but  has  a  startling  memory,  frequently 
grilling  subordinates  with  figures  sum- 
moned up  from  meetings  months  earlier. 
If  the  numbers  don't  tell  a  good  story, 
he'll  go  to  the  wall.  If  the  trend  is  right, 
he  delegates  a  lot  of  authority,  but  he 
still  agitates.  "With  Gomez,  when  he's 
not  mad,  or  at  least  irritated,  we  know 
something's  wrong,"  says  Alain  Hage- 
lauer,  senior  vice-president  for  finance. 
"When  he's  calm,  we  worry." 
'OLD  BARONS.'  Thomson  needed  a  good 
shaking.  Born  of  a  1968  merger  of  CSF 
and  Thomson  Brandt,  a  consumer  elec- 
tronics company,  the  group  had  virtually 
no  financial  controls.  An  old-boy  net- 
work of  managers,  known  as  the  "Old 
Barons,"  built  personal  fiefdoms. 
"Thomson  seemed  to  be  out  of  control 


I  CORPORATION 


BUSINESSWEEK/MAY  15,  1989101 


e  CorDoration 


when  we  arrived,"  remembers  Noel  Gou- 
tard,  Gomez'  former  No.  2  man,  now 
president  of  auto  parts  maker  Valeo. 

The  first  financial  report  Gomez  re- 
ceived contained  one  page  of  figures, 
none  in  red  ink.  Yet  when  Thomson  fi- 
nally assembled  enough  information  to 
get  its  1981  aimual  report  out  in  Septem- 
ber, 1982,  it  showed  a  $27.3  million  loss. 
Shocked,  Gomez  reorganized  Thomson's 
jumbled  operations  by  line  of  business 
and  instituted  profit  centers  for  the  first 


time.  To  get  performance  up,  he  de-in- 
dexed most  salaries,  857^  of  which  were 
tied  to  inflation.  Jean-Frangois  Henin 
took  over  management  of  Thomson's 
multibillion-dollar  portfolio  of  advance 
payments  on  military  contracts  and 
started  boosting  returns.  Still,  losses  for 
1982  mounted  to  $355  million. 

Gomez  started  cutting,  shucking  oft" 
money-losers.  Out  went  copper  cable, 
light  bulbs,  and  commercial  refrigera- 
tors. Most  important,  Gomez  managed 


A  CASE  OF  CULTURE  SHOCK 
ALONG  THE  WABASH 


Patrick  Samier  memorizes  10  new 
English  words  a  day.  Michel  Pia- 
ton  keeps  a  French/English  dic- 
tionary next  to  the  phone.  The  trans- 
planted Parisians,  now  living  in 
Indianapolis,  even  spent  a  Monday  eve- 
ning last  year  watching  the  Colts 
trounce  the  Broncos. 

But  the  French  managers  aren't  let- 
ting the  cultural  dissonance  get  in  the 
way  of  the  big  job  at  hand.  They  were 


RAPT  GROUP:  WORKERS  LISTEN  TO  A  PEP  TALK  BY  GOMEZ 


dispatched  when  their  boss,  Alain  Go- 
mez, snapped  up  the  ge/rca  television 
operations  from  General  Electric  Co. 
two  years  ago,  hoping  to  become  No.  1 
in  global  consumer  electronics.  But 
their  company,  the  French  giant  Thom- 
son, has  an  uphill  climb:  High-defini- 
tion TV  is  about  to  burst  on  the  scene, 
and  the  Japanese  are  ahead.  Chief  Ex- 
ecutive Officer  Gomez  is  betting  that 
the  huge  research  and  development 
and  production  facilities  in  Indiana  will 
give  Thomson  a  strong  edge  in  the 
U.  S.  market. 

Gomez  is  also  hoping  for  help  from 
Uncle  Sam.  Thomson  has  teamed  up 
with  NBC  Inc.  and  the  David  Sarnoff 


Research  Center  Labs,  and  the  two 
groups  are  well-placed  to  win  some 
U.  S.  funds  to  develop  HDTV  technol- 
ogy. Already,  the  partnership  has  de- 
veloped an  advanced  TV  system  that  is 
compatible  with  American  broadcast- 
ing— something  the  Japanese  have  not 
yet  been  able  to  do. 

Paris  is  putting  its  stamp  on  every- 
thing from  product  design  to  union 
contracts.  'This  spring,  Thomson 
switched  to  a  direct-sales 
force  in  the  U.  S.,  dump- 
ing its  distributor  system. 
And  it  will  probably  spike 
RCA's  high-end  Dimensia 
brand  and  replace  it  with 
a  line  under  the  Thomson 
or  Telefunken  name. 

Gomez  wants  GE/RCA  to 
be  more  American  than  it 
ever  was.  In  the  past,  it 
has  bought  VCRs,  cam- 
corders, and  some  TV 
tubes  from  Japan.  This 
year,  Gomez  will  spend 
$54  million  to  modernize 
its  six  U.  S.  plants.  It 
plans  to  expand  its  Marion 
(Ind.)  tube  plant  to  make 


31-  and  35-inch  tubes,  now  entirely  sup- 
plied by  the  Japanese. 

The  Thomson  takeover  hasn't  been 
painless,  however.  Since  1987,  its 
French  owners  have  slashed  15%  of  the 
salaried  work  force  at  six  TV  plants  in 
the  U.  S.,  Mexico,  and  Canada.  Work- 
ers have  agreed  to  forgo  raises.  Still, 
many  employees  see  a  rosier  future 
with  Thomson  than  with  GE.  Says  se- 
nior scientist  D.  Joseph  Donahue:  "You 
would  always  rather  be  owned  by 
Americans.  But . . .  you  hate  to  work 
for  a  company  that  doesn't  care  about 
the  business  you're  in."  That  certainly 
isn't  the  case  with  Thomson. 

By  Lois  Therrien  in  Indianapolis 


to  cut  loose  a  telecommunications  ui 
that  was  losing  $100  million  annually,  li 
all,  he  ditched  operations  with  combina 
sales  of  $3  billion.  By  1986,  Thoms(H 
was  in  the  black.  Gomez'  reward  was  i  i 
be  among  the  few  chiefs  of  state  compM 
nies  reconfirmed  for  a  new  three-yeiisi 
term  by  the  conservative  government  U 
Prime  Minister  Jacques  Chirac.  I 

Since  1986,  Thomson  has  been  all  Gjjl 
mez.  Divorced  from  Francine  in  1982, 
married  Clementine  Gustin,  a  35-year-oj 
former  journalist  from  a  prominel 
French  family  who  had  been  Thomsoii;; 
public  relations  officer.  Gomez  dotes 
their  daughter,  and  the  couple  is  expedjj 
ing  a  second  child  in  June.  But  famia 
aside,  he's  all  business.  He's  out  of 
apartment  in  Paris'  posh  16th  arro] 
dissement  by  8:15  a.m.  and  is  rare! 
home  before  8:30  p.m. 
SECRET  PLANS.  Gomez  seems  to  seek  o 
challenges,  and  right  now  it's  to  beconi 
a  world  leader  in  TVs.  No  Western  corf 
pany  of  any  size,  other  than  Philips  a: 
Zenith  Electronics  Corp.,  is  staying 
that  competitive  game.  While  Japanesj 
executives  won't  comment  publicl; 
some  privately  disparage  Thomson  f(j 
its  dependence  on  Asian  technolo, 
which  supplies  Thomson  with  its  VC 
and  other  electronic  products.  But  thi 
do  fear  its  political  clout  in  Europe,  espj 
cially  as  a  force  behind  antidumpiri 
laws  for  consumer  electronics. 

When  Gomez  decided  to  go  aft« 
GE/rca's  business,  he  kept  the  plans  s( 
cret  even  from  his  top  managers,  says 
former  executive.  Talks  began  in  mi< 
1987  when  Welch  was  in  town  for  th 
French  Open  tennis  tournament  and  th 
Paris  Air  Show.  The  deal  was  done  in 
few  weeks.  By  January,  1988,  Gome 
was  laying  out  his  strategy  to  som 
17,000  Thomson  employees  in  the  U.  S 
Asia,  and  Europe  via  satellite  from 
Paris  concert  hall.  Huge  profits  will  b 
reaped  when  consumers  start  replacin 
their  current  TVs  with  new  high-defin 
tion  models  in  the  mid-1990s,  he  said,  hv 
only  a  few  giant  companies  will  surviv 
until  then.  "This  is  our  opportunity," 
exhorted.  "We  cannot  miss  it." 

Under  Gomez,  GE/rca  has  made  pr 
gress.  It  is  introducing  fiashy  new  mo. 
els  to  get  rid  of  RCA's  stodgy,  walnut' 
console  image  and  is  refocusing  sellin; 
efforts  on  big,  service-oriented  reta 
chains.  Quality  is  up:  Only  5%  of  the  TV' 
coming  off  its  main  Bloomington  (Ind' 
line  are  defective  vs.  11%  in  1986.  Than 
son  has  even  increased  color  TV  prices 
after  RCA  spent  years  holding  its  marke 
share  with  price  cuts.  So  far,  th' 
changes  are  trimming  losses  withou 
any  major  slippage  in  ge/RCa's  leading 
22.2%  share  of  the  U.  S.  TV  market 

Gomez  is  trying  to  take  back  some  o 
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1,500  cash  back 
On  Buicks. 


Right  now,  you  can  choose  2.9% 
A.P.R.  GMAC  financing— or  get  up  to 
S 1 ,500  cash  back*— when  you  choose 
a  new  Buick  Regal,  LeSabre,*  *  Eieara*  * 
or  Park  Avenue^ 

The  amount  of  cash  back  depends  on 
the  option  package  you  selea.  For 
example,  if  you  select  the  SE  Option 
Package  on  any  of  these  models,  you 
will  get  features  like  rear-window 
defogger,  6-way  power  seats.  Concert 
Sound  and  more.  And  you  will  get  your 


choice  of  $1,500  cash  back— or  2.9% 
A. PR.  GMAC  financing. 

$2,100  total  savings  on 
select  models. 

These  Buick  models  also  offer  addi- 
tional option  package  savings.  For 
example,  you  can  get  up  to  S600  addi- 
tional savings  on  select  Buick  Regalstt 
and  LeSabre  Limitedsttt  —for  a  total 
savings  up  to  $2,100.  Or  you  can  get  up 
to  $500  additional  savings  on  select 


Buick  Elearas  and  Park  Avenuesttt 

There  are  savings  on  other  Buick 
models  as  well.  So  buckle  up  and  see 
your  Buick  dealer  now. 

"Cash  back  amount  depends  on  option  package  you 
select.  Length  of  2  9%  finance  contraa  is  limited 
Dealer  financial  participation  may  affea  consumer 
cost.  You  must  take  retail  delivery  from  dealer  stock 
by  June  5,  1989.  See  your  partiapating  Buick  dealer 
for  qualification  details. 

**  LeSabre  and  Eieara  Estate  Wagons  offer  up  to 
51,000  cash  back 
'Excludes  Park  Avenue  Ultra 
^Produced  before  April  17,  1989 

^Produced  before  March  13,  1989. 


TTie  Great  American  Road  belongs  to 


GM 


©  1989  GM  Corp.  All  rights  reserved. 


,ii,h  Xrhivik  Let's  get  it  together,  buckle  up. 


BUIC  K 

Smaptlease 


See  your  dealer  for  terms  of  the  limited  warranty. 


The  fourth  in  a  series  to  help  set  the  record  straight.  I 

The  Wats  M>II 

'When  some  companies  say  they  can  save 
you  20%  off  our  long  distance  prices,  they're 


not  talking  about  AT&T  ?m  WATSr 

Nina  Aversano 
AL\T  Director 
Market  Manasement 


€1989Arsr 


Destroyed. 


Nina  Aversano,  AT&T 


"I  don't  blame  our  competitors  for  not  comparing  their 
discount  calling  plans  to  AT&T P/?0  WATS  in  their  advertising. 
They're  not  crazy 

They  would  have  to  admit 
right  out  in  public  that  our  prices 
are  extremely  competitive.  And 
that  could  be  bad  for  business. 
Theirs,  not  yours. 

AT&T  PRO  WATS  is  our  dis- 
count plan  for  businesses  that 
spend  $120  a  month  or  more  on 
out-of-state  long  distance  calls. 
It  can  save  you  10%  to  38%  off 
AT&T  long  distance  rates. 

And  while  it's  saving  you  money  it's  also  providing  you 
with  the  most  advanced,  most  reliable  network  in  the  world. 

Some  of  our  competitors  have  been  spreading  some  other 
myths.  So  let  me  give  you  the  facts. 

AT&T  PRO  WATS  works  off  your  existing  lines.  Which 
means  there's  no  installation.  And  it  has  distance-sensitive  pric- 
ing and  detailed  billing.  In  fact,  all  AT&T  WATS  products,  even 
the  original  AT&T  WATS,  havedistance sensitivity  and  calldetail. 

What's  more,  with  AT&T /TO  WATS,  you  get  discounts  on 
out-of  state  AT&T  Card  calls  and  many  direct-dialed  calls  to  -il 
of  the  most  frequently  called  countries. 

So  the  next  time  some  long  distance  company  calls  you  and 
says  they  can  save  you  20%,  tell  them, 'Sorry  wrong  number'." 
Call  us  now  and  get  the  right  numbers  on  AT&T  PRO  WATS: 
1800  222-0400 


AT&T 

The  right  choice. 


First 
Anniversary. 


Second 
Anniversary. 


Third 
Anniversary. 


Fourth 
Anniversary. 


While  she  accepts  the  fact  that 
you  never  promised  her  a  rose  garden, 
isn't  it  time  you  stopped  trying 
to  give  her  one? 


This  year,  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 


Suggested  retail  price  for  rings  S2.000-S2.360. 
For  more  information,  call  800  922-9877. 


/IKRylPVED' 

X,  SINCE  1(50 


DW  252 


IL^O^  *  No  separate  charges 

^HV'        for  checks,  exchanges  or  redemptions 


Special  Introductory  Offer ! 

To  introduce  this  Fund  to  new  investors,  for  a  period  of  time  the  usual 

management  fee  is  being  waived  and  other  operating  expenses 
arc  being  absorbed  to  boost  your  effective  high  money  market  return. 


•  PortfoHo  of  higher 
yielding  international 
money  market  instruments. 


Low  minimum  investment — only  $2,500. 


For  more  complete  mformation,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  the  toll  free  number.  Read  it  carefully  befoie  you 

invest  or  send  monev. 

Call  for  Yield! 
1-800-USA-LION 

Askfor  Extension  2111 

US  Worldwide  DoUar 

P.O.  Box  3498, Camden,  Nj  08101  Moocy  Market  Fund,  Inc.  ks-oos 

Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results. 
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the  ground  lost  to  the  Japanese 
one,  he's  putting  money  into  a  Mari( 
(Ind.)  plant  to  make  his  own  TV  tubes- 
until  now  supplied  entirely  by  the  Ja 
nese.  In  Europe,  Thomson  is  starting 
make  VCRs  without  Japanese  help, 
mez  wants  to  start  selling  them  in 
U.  S.  in  a  year  or  two.  The  challenge 
to  have  the  technology  in  hand  wh 
high-definition  TV  hits. 

In  the  meantime,  Gomez  has  his  han 
full  with  Thomson  CSF.  A  huge  air 
fense  contract  with  Saudi  Arabia,  whi 
added  an  estimated  $1.1  billion  to  sal 
last  year,  is  winding  down.  Thomson  a 
U.  S.  partner  GTE  Corp.  won  a  $4.3  billi 
U.  S.  Army  contract  in  1985  to  sup 
battlefield  communications  equipme 
But  even  so,  Gomez  is  budgeting  for 
sales  decline  of  up  to  20%  by  1991. 
UNION  HOWLS.  Gomez  decided  to  fix  c: 
before  it  went  broke.  He  took  over  tl 
chairman's  title  at  the  unit  after  his  r 
confirmation  in  1986.  Breaking  Fren( 
precedent,  he  is  now  restructuring  in 
period  of  record  profits.  Despite  how 
from  unions,  he  is  cutting  employmer 
He  spun  off  a  low-margin  avionics  di) 
sion  into  a  partnership.  He  even  so 
Thomson's  stately  Boulevard  Hausmai 
headquarters  and  moved  everyone  into 
drab  low-rise  on  the  edge  of  Paris. 

The  question  now  is  whether  Gom( 
can  make  it  in  the  big  leagues.  So  fa 
faster-moving  e.xecutives  in  Britain  ai 
Germany  have  done  a  better  job  of  caj 
talizing  on  Europe's  changing  defem 
electronics  industry.  Winners  will  \ 
those  companies  that  can  gain  grou: 
by  forging  joint  ventures  as  Europes 
defense  budgets  tighten.  Not  surprisin] 
ly,  competition  for  partners  is  fierce. 

Skeptics  wonder  if  Gomez  is  pushin 
too  hard.  Workers  are  growing  resti\ 
with  his  cost-cutting.  A  two-month  strik 
at  a  Scranton  (Pa.)  TV-tube  plant  wi 
keep  the  U.  S.  TV  operation  from  brea 
ing  even  this  year.  More  strikes  may  \ 
coming  in  Europe.  "Thomson  is  risking 
social  explosion  in  the  coming  inonths, 
says  an  official  of  the  Communist-le 
Confederation  Generale  du  Travail. 

Gomez  isn't  playing  for  the  shoi 
term.  Richard  W.  Miller,  forme 
GE/rca  chief,  recalls  that  after  the  de; 
negotiations,  he  asked  Gomez  when 
would  know  if  he'd  made  the  right  movi 
Replied  Gomez:  "I'll  know  in  10  years. 

Although  Thomson  has  come  a  lonii. 
way  under  Gomez,  he  still  acts  as  if  he" 
just  getting  started.  Thomson  has  thj, 
size  and  look  of  a  global  powerhouse 
but  Gomez  won't  rest.  "Nothing's  pro\ 
en,  nothing's  guaranteed,"  he  says.  I 
the  risky  game  Gomez  has  chosen,  th 
only  thing  that  counts  is  staying  poweii 
Bi/  Thane  Peterson  in  Paris,  with  Lot 
Therrien  in  Indianapolis 
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Now  you  can  earn  Alaska  Airlines 
Gold  Coast  Travel  frequent  flyer  miles 
and  awards  to  over  220  cities  world- 
wide-in  Europe,  the  South  Pacific,  the 
Orient,  Mexico  and  across  the  U.S. 

That's  because  Alaska  Airlines  has 
frequent  flyer  partnerships  with  seven 
carefully  selected  domestic  and  inter- 
national airlines:  TWA  Northwest,  SAS, 


Thai,  Hawaiian  Airlines,  Horizon  Air 
and  MarkAir 

Which  means  you  can  now  rack 
up  Gold  Coast  Travel  miles  and  awards 
to  just  about  everywhere  you'd  ever 
want  to  fly 

So  unless  you  do  a  lot  of  traveling 
to,  say  Antarctica,  we  suggest  you 
look  into  the  Alaska  Airlines  Gold  Coast 


Travel  frequent  flyer  program. 

For  more  information,  call  us  toll- 
free  at  1 -800-942-9911  (In  Washing- 
ton state,  call  1-800-654-5669.) 

And  sign  up  now  for  a  frequent 
flyer  program  that  not  only  promises 
the  world.  It  delivers. 

Alaska^Airlines 


If  You're  Having  AProblemWithYour  Phone  System 
We'll  Come  Over  And  Straighten  It  Out. 

At  GTEL,  we'U  be  glad  to  help  you  clean  up  this  mess.  Even  though  we  didn't  make  it. 
Why? 

Because  when  we  do  a  good  job  for  you  i  n  this  ki  nd  of  situation,  the  next  time  you  need 
to  change,  upgrade,  or  completely  redesign  your  phone  system,  we  hope  you'll  turn  to  us. 

Of  course,  if  you'd  like  to  prevent  problems  like  this  altogether,  then  one  of  our  five 
maintenance  plans  could  be  just  what  you  need  to  keep  your  system  running  smoothly 

So  whether  it's  an  NEC,  Northern  Telecom,  Focus  or  Rolm  phone  system  that's  giving 
you  trouble,  when  you  come  to  GTEL  we  can  go  to  work  on  the  problem  immediately 

Just  call  one  of  our  representatives. 

It's  a  connection  you'll  never  regret  making.  1-800-637-5323 

GTEL(5B 

THE  POWER  IS  ON 


Califomians  aren't  the  only  ones  who  need  their  space. 


Eastward  expansion— a  new  concept  in  American  pioneerini;. 

Once  considered  to  be  the  leading  real  estate  power  in  the 
West,  we  at  Grubb  &  Ellis  have  expanded  into  5S  cities  with 
64  commercial  offices  in  all  regions  of  the  United  States. 

Through  the  acquisition  of  the  nation's  leading  regional 
real  estate  firms,  Grubb  &  Ellis  has  grown  to  include  Adams- 
Cates  of  Atlanta,Wm.  A.White  of  New  York,  Leggat  McCall 
of  Boston  and  Washington  D.C.,  Oliver 
Realty  of  Pennsylvania  and  Michigan, 
AGR  of  Cleveland  and  Henry  S.  Miller 
of  Texas.  All  of  them  experts  in  their 


GrubbGEUis 


Regional  Expertise.  Nationwide. 


individual  markets.  All  of  them  Grubb  &  Ellis  firms. 

As  you  can  see,  our  roots  are  in  regional  real  estate.  We 
haven't  forgotten  that  expertise  goes  only  as  far  as  the  exact 
knowledge  of  a  particular  region. 

So  no  matter  what  territory  you  want  to  expand  into, 
know  that  our  regional  experts  have  done  some  advanced 
scouting.  At  Grubb  &  Ellis,  we  know  the  lay  of  the  land. 

  So  call  the  Grubb  &  Ellis  office 

nearest  you,  or  our  national  toll-free 
number,  1-800-635-9860  for  all  your 
real  estate  needs. 
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The  end  of  the 


Each  one  of  these  PC  screens  is 
saying  something  different.  But 
they're  all  telling  you  the  same 
thing. 

You  and  your  data  are  in  a 
whole  lot  of  trouble. 

Perhaps  someone  hit  the 
wrong  key  and  deleted  your 
data  by  accident. 

Perhaps  it's  simply  lost  some- 
where on  your  disk. 

Or  perhaps  the  disk  is  cor- 
rupted and  everything  is  lost. 

Perhaps  you 


should  get  the 
new  Norton 
Utilities! 

Because  only 
the  Norton  Util- 
ities can  take 
the  terror  out  of 
all  these  error 


The  Standard  Edition 
gives  you  VnErase.  File 
Find  and  a  range  of  features, 
functions  and  enhancements  — 
at  an  even  more 
reasonable  price. 


messages. 
If  someone 


has  accidentally 
deleted  your  data,  fear  not. 
Our  legendary  UnErase'  can 
resurrect  it  with  a  few  simple 
keystrokes. 

If  you've  misplaced  it— which, 
when  you're  dealing  with  a  hard 
disk,  is  terrifyingly  easy  to  do— 
our  File  Find  will  come  to  the 
rescue. 

And  what  if  worse  comes  to 
worst  and  your  whole  disk  goes 
down? 

Cheer  up. 


The  extraordinary  new 
Norton  Disk  Doctor  will  deter- 
mine the  exact  nature  of  the 
problem,  report  it  and,  in  most 
cases,  fix  it  for  you. 

All  by  itself. 

In  fact,  if  the  Doctor  can't  cure 
your  corrupted  floppy  or  hard 
disk,  then  Buster,  you've  got  one 
corrupt  disk. 

In  which  case,  you'll  need  to 
refer  to  The  Norton  Trouble- 


shooter,  a  158-page  guide  to  fin 
ing  and  fixing  most  anything 
could  go  wrong. 

Don't  worry  you  don't  have  to 
to  the  library  or  the  bookstore  t 
refer  to  it,  because  it's  included 
the  Advanced  Edition. 

Along  with  24  more  orgc 
tional  and  disk  management  ut 
ties  we  don't  have  space  to  menti 

PC  Magazine  calls  the  Norto 
Utilities  "indispensable!' 

You'll  want  to  call  your  local 
software  dealer  Or  call  us  at 
1-800-365-1010. 

Then  you'll  have  nothing  to  f 
but  fear  itself. 


COMPUTING 


Designed  for  the  IBM'  PS/2'  and  PC  families  and  100%  compatibles.  ©  1989  Peter  Norton  Computing,  Inc.  All  rights  reserved. 


'•••••iiiin, 


'  lllll.....  ^ 


One  of  the  world's 
newest  airlines. 

After  all,  an  airline  is  only  as  old  as  its  fleet.  And  while 
Lufthansa  is  one  of  the  world's  nnost  experienced  airlines, 
we  keep  our  fleet  of  planes  remarkably  new.  The  average 
age  of  a  Lufthansa  plane  is  one  of  the  youngest  in  the 
business -a  mere  7.8  years. 

Of  course,,  with  our  rigorous  maintenance  procedures  and 
close  attention  to  detail,  Lufthansa's  planes  never  really 
lose  their  original  luster  And  we  are  constantly  renewing 
our  fleet  to  guarantee  that  you  can  always  expect  our 
accustomed  level  of  reliable,  punctual  service.  Thafs  a 
comforting  thought  for  you,  as  well  as  good  business 
sense  for  us.  .  - 

Where  else  can  you  find  an  airline  so  young,  and  yet  so 
experienced? 

People  expect  the  world  of  us. 

©  Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  ftie  mileage  programs  of  United,  Delta,  USAir  and 
.Continentar/Eastern.  See  your  Travel  Agent  for  detai 
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RETAILING  I 


<DO  I  TAKE  RISKS?  OF  COURSE  I  DO,"  SAYS  ROBERT  CAMPEAU.  "BUT  THEY'RE  RATIONAL  AND  WELL-THOUGHT-OUT" 


CAMPEAU  IS  UP  ON  THAT 
HIGH  WIRE  AGAIN 


All  those  department  stores,  all  that  debt — and  now  a  radical  refinancing  plan 


For  more  than  three  years,  James  T. 
Roddy  translated  the  visions  of  Ca- 
nadian real  estate  developer  Robert 
Campeau  into  financing  plans  that  lend- 
ers would  buy.  When  Campeau  needed 
$11.3  billion  to  acquire  two  of  America's 
largest  department  store  chains,  Roddy 
helped  find  a  way.  Bridge  loans?  Junk 
bonds?  Interest-rate  caps?  No  problem. 
But  by  the  time  he  sat  down  with  Cam- 
peau for  a  tense  dinner  meeting  Apr.  24 
in  Toronto,  the  46-year-old  president  and 
second-ranking  executive  at  Campeau 
Corp.  had  reached  the  end  of  the  line. 

Roddy's  message  was  blunt:  No  way 
could  he  sell  investors  on  Campeau's 
pet  project,  a  new  form  of  15-year  mort- 
gage financing  with  an  unusual  kicker. 
In  exchange  for  extremely  low  repay- 
ments in  the  early  years  of  the  loans, 
Campeau  would  promise  to  give  lenders 
a  piece  of  the  future  sales  growth  in 
virtually  all  his  retail  properties.  Unable 


to  change  Campeau's  mind,  Roddy  quit. 

Campeau  believes  he  can  raise  as 
much  as  $3.6  billion  from  these  new- 
wave  mortgages.  If  he  succeeds,  he  will 
be  able  to  retire  significant  portions  of 
the  high-cost  debt  he  assumed  to  pay  for 
Allied  Stores  Corp.  and  Federated  De- 
partment Stores  Inc.  More  important,  by 
reducing  his  debt  expense  for  several 
years,  Campeau  would  give  his  retail  ex- 
ecutives breathing  room.  They  will  need 
the  time  to  boost  sales  growth  at  chronic 
laggards  Federated  and  Allied — and  to 
fund  an  aggressive  $250  million-a-year 
plan  for  store  openings  and  remodelings. 
Federated  owns  such  chains  as  Bloom- 
ingdale's,  Abraham  &  Straus,  and  Bur- 
dines.  Allied  stores  include  The  Bon,  Jor- 
dan Marsh,  and  Stern's. 

But  Campeau  might  be  playing  with 
fire.  His  credibility  is  already  lov/  with 
debt  holders  who  were  burned  when  he 
weakened  Allied  by  using  its  cash  to 


help  buy  Federated.  And  Roddy's  una 
pected  resignation  may  make  it  more  d 
ficult  to  place  the  mortgages.  Campe? 
also  needs  to  keep  the  confidence  of 
stitutional  real  estate  investors  if  he 
to  come  close  to  his  grandest  dreai 
developing  $10  billion  in  properties  ov 
the  next  15  years  with  Ohio  shoppin 
mall  magnate  Edward  J.  DeBartolo  Si 
NAGGING  ISSUE.  That's  the  real  reas( 
Campeau  went  to  the  trouble  of  takiri 
over  Allied  in  1986  and  Federated  a  yeii 
ago.  He's  convinced  his  real  estate  expi 
rience  puts  him  in  a  unique  position  1 
exploit  the  potential  of  his  nine  depai' 
ment  store  chains.  Unfortunately  f( 
Campeau,  the  latest  tumult  again  focui 
es  attention  on  a  nagging  issue:  Can  tl 
temperamental  entrepreneur  share  co 
trol  of  his  company  with  the  steadyir 
hand  of  professional  managers? 

The  debate  with  Roddy  was  more  thai 
a  test  of  wills.  Campeau's  intricate  ske:i 
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debt  could  unravel  if  the  mortgage 

al  stalls,  retail  sales  plunge,  and  credit 

irkets  tighten.  The  immediate  pres- 

re  is  on  Allied,  the  most  leveraged  of 

i  units.  It  must  boost  sales  at  least  4% 

stores  open  more  than  12  months  to 

oid  a  cash  squeeze  that  could  ripple 

rough  Campeau's  empire.  Says  one 

nker:  "Campeau  has  shown  he  can  put 

rether  a  deal,  but  he  still  hasn't  dem- 

strated  he  can  keep  it  together." 

Campeau  scoffs  at  such  observations. 

•0  I  take  risks?  Of  course  I  do,"  he 

ys.  "But  they're  rational  and  well- 

)Ught-out."  That  may  be, 

t    Roddy's  resignation 

•ced  a  reorganization  that 

mpeau  wasn't  planning  to 

1  out  for  some  time.  His 

ard  created  a  holding  com- 

ny  with  the  heads  of  the 

ail,  grocery,  and  real  es- 

:e  units  reporting  to  Cam- 

au's  new  president,  36- 

ir-old  Ronald  W.  Tysoe. 

Fj'soe  has  been  with  Cam- 

iu  for  eight  years,  longer 

m  any  other  senior  manag- 
and  Campeau  says  Tysoe 

jntually  will  replace  him 
chief  executive.  With  un- 

'graduate  and  law  degrees 

im  the  University  of  Brit- 
Columbia,  he  joined  Cam- 

lu  Corp.  as  an  executive 

sistant  in  the  shopping  cen- 
division.  He  was  Cam- 

iu's  chief  strategist  during 

i  Allied  and  Federated 

:eover  fights,  and  he  over- 

N  more  than  $6  billion  in 

>et  divestitures  after  the 

}uisitions.  Colleagues  say 

mpeau  and  Tysoe  have  a 

jcial  bond,  more  like  father 

1  son. 

tVith  Roddy  gone,  Tysoe 
ist  make  sure  the  mort- 
ge  financing  is  completed 
time.  There's  little  room 
•  delay:  Campeau  Corp. 
ids  a  portion  of  the  mort- 
^e  proceeds  to  pay  back 

2  billion  in  bridge  loans 
)m  the  1988  Federated 
:eover  that  will  come  due 
<t  January.  He  must  also  raise  $100 
llion  at  the  parent-company  level  by 
tober  to  tide  Allied  over  during  the 
i-Christmas  inventory  bulge. 
RD-NOSED.  If  all  this  sounds  like  a 
•h-wire  act  without  a  net,  that's  exact- 
the  way  Campeau  operates.  The  re- 
it  forced  refinancing  of  Allied's  short- 
m  debt  is  a  case  in  point.  Campeau 
ik  about  $700  million  in  cash  out  of 
ied  to  help  pay  for  Federated.  He  did 
it  by  selling  the  cash  generators  he 
i  hoped  to  keep.  Allied  specialty- 
res  Brooks  Brothers  and  Ann  Taylor, 


and  by  using  the  proceeds  to  buy  Allied 
a  50%  interest  in  Federated  that  pays  no 
cash  dividends. 

Allied's  junk-bond  holders  cried  foul 
because  the  company's  reduced  cash 
flow  raised  the  risk  on  their  $900  million 
in  junior  debt.  Allied  has  never  missed  a 
payment,  but  last  year  its  cash  flow  fell 
short  of  interest  costs  by  $25  million. 
That  explains  why  those  junk  bonds  are 
trading  at  a  38%  discount  and  yielding 
21.7%.  Allied's  banks  did  a  better  job  of 
writing  their  protective  covenants.  When 
Campeau  wanted  to  transfer  the  $410 


PIANIST  AT  A 
BURMNES  STORE 


CAMPEAU'S  HNANCIAI  BALANCING  ACT 

ALLIED  130  stores,  $1.83  billion  long-term  debt,  $4  million  due  this 
year.  Last  year's  cash  interest  of  $221.3  million  on  debt  exceeded 
operating  cash  flow  by  $24.8  million.  New  $1.2  billion  working 
capital  and  receivables  facility  signed  Apr.  7,  expires  in  one  year. 

fEDERATED  130  stores,  $2.3  billion  long-term  debt,  $890  million  due 
this  year.  Its  $800  million  mortgage  bridge  is  due  by  Januar>'. 
Campeau  wants  to  repay  $400  million  more  with  funds  from  new 
mortgage  placement.  Interest  on  debt  was  $266  million,  cash  flow 
was  $391  million  during  9  months  of  Campeau  ownership  in  1988. 

RALPHS  137  stores,  $981  million  long-tenn  debt,  $184  million  due 
this  year.  Sales  hit  $2.38  billion  last  year  for  California  grocery 
chain.  After  paying  $925  million  to  parent,  interest  expense 
jumped  to  $125  million  a  year. 

CAMPEAU  CORP.  Real  estate  and  Canadian  operations,  $1.33  bil- 
lion long-tenn  debt,  $239  million  due  this  year.  Cash  interest  of 
$135  million  just  less  than  $138  million  cash  flow.  Will  need  to 
give  Allied  $100  million  later  this  year. 

DATA:  CAMPEAU  CORP. 


million  from  the  sale  of  Ann  Taylor  to 
Federated,  Japanese  banks  in  Allied's 
loan  syndicate  just  said  no. 

Campeau's  team  knew  such  a  stale- 
mate was  likely.  They  quickly  assembled 
a  new  Allied  syndicate  headed  by  Citi- 
bank and  then  obtained  a  $1.2  billion  line 
of  credit  on  Apr.  7.  But  the  new  lenders 
took  a  hard-nosed  stance:  To  get  the  one- 
year  loan,  Campeau  Corp.  was  required 
to  pump  $150  million  into  Allied.  No 
spare  cash  was  available,  so  the  compa- 
ny had  to  borrow  $75  million  from  its 
own  credit  lines.  The  other  $75  million 


was  loaned  by  the  Reichmann  family's 
Olympia  &  York  Developments  Ltd. 

Repayments  of  those  notes,  as  well  as 
Allied's  likely  $100  million  cash  call  this 
fall,  are  to  be  funded  by  the  sale  of 
Canadian  real  estate  assets.  But  proper- 
ty prices  have  softened  considerably.  Ty- 
soe acknowledges  there's  no  guarantee 
he  can  raise  all  the  cash  in  time,  but 
insists  it's  not  a  major  worry:  "We  have 
a  tremendous  amount  of  flexibility." 
TEETHING  PAINS.  Nor  is  Campeau  wor- 
ried about  losing  control  of  his  company. 
The  O&Y  loan  raised  eyebrows,  but  the 
Reichmanns  still  appear  to  be 
only  passive  investors.  Cam- 
peau controls  56%  of  the  vot- 
ing stock.  O&Y  owns  just  un- 
der 25%  if  all  debt  securities 
are  converted  into  stock. 

With  that  many  shares 
outside  the  public  float,  it's 
easy  to  see  why  Campeau 
Corp.'s  stock  price  has  been 
stuck  in  the  mid-teens  for 
months.  The  company's  fi- 
nancial statements  don't 
help.  On  Apr.  28,  the  parent 
company  reported  a  loss  of 
$34  million  on  sales  of  $8.7 
billion  for  the  year  ended 
Jan.  31.  Excluding  onetime 
gains  from  asset  sales,  the 
loss  would  be  a  staggering 
$525  million. 

Campeau's  concern  is  not 
reported  earnings,  however. 
It's  having  enough  cash 
flow — earnings  with  noncash 
charges  such  as  depreciation 
added  back  in — to  keep  the 
wolf  from  the  door.  Campeau 
predicts  the  department  store 
divisions  will  generate  $1.15 
billion  in  cash  flow  this  year. 
His  staff  gives  a  more  con- 
servative estimate  of  $1  bil- 
lion, still  plenty  to  pay  the 
Federated-Allied  interest  tab 
of  $625  million. 

But  Allied  and  Federated 
are  responsible  for  paying 
their  own  debts.  Federated  is 
stronger,  so  the  pressure  is 
on  for  New  York-based  retail 
Chief  Executive  John  W. 
Burden  III  and  President  James  M.  Zim- 
merman, who  oversees  operations  from 
Cincinnati,  to  improve  results  at  Allied. 
In  Campeau's  eyes,  they  can't  do  worse 
than  previous  managers.  He  says  Al- 
lied's 1986  decision  to  purchase  nine 
bankrupt  Gimbels  stores  and  convert 
them  to  Stern's  was  a  $200  million  mis- 
take. He  claims  Federated  erred  in 
pumping  money  into  the  floundering 
MainStreet,  Children's  Place,  and  Gold 
Circle  divisions.  Campeau  says  he  recov- 
ered only  half  the  $200  million  invested 
in  MainStreet  when  he  sold  it.  All  three 
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chains  should  have  been  sold  years  ago, 
he  says. 

But  such  bold  moves  never  came  easi- 
ly at  the  old  Federated,  a  loosely  held 
group  of  retail  chains  famous  for  main- 
taining their  autonomy.  In  the  mid- 
1970s,  competitors  such  as  R.  H.  Macy  & 
Co.  were  eliminating  bargain  basements 
in  favor  of  fashion  boutiques.  It  took 
most  Federated  units  almost  10  years  to 
follow  suit.  Attempts  in  the  mid-1980s  to 
centralize  such  functions  as  billing  and 
inventory  control  stalled  because  divi- 
sion presidents  couldn't  agree  on  what 
computer  systems  to  buy.  Antiquated 
operations  kept  Federated's  return  on 
equity  consistently  lower  than  rivals. 

Things  are  different  now.  Even 


with  them — up  from  the  present  40%. 

Once  that  decision  was  made,  Cam- 
peau  wasn't  subtle  about  asking  key 
suppliers  for  price  reductions.  Last 
spring  he  held  meetings  in  New  York  to 
press  his  message.  The  push  went  over 
like  a  lead  balloon  on  Seventh  Avenue.. 
"We're  not  cutting  prices,"  says  Bernard 
Chaus,  chairman  and  CEO  of  Bernard 
Chaus  Inc.,  which  nevertheless  expects 
to  boost  its  women's  clothing  sales  to 
Federated  and  Allied  by  at  least  40%. 

In  addition  to  emphasizing  select 
name-brand  suppliers.  Burden  wants  to 
increase  private-label  business  from  9% 
of  sales  to  20%  over  the  next  three-and- 
a-half  years.  That  would  translate  into 
annual  sales  of  $1.5  billion,  more  than 


TYSOE,  WITH  FAMILY,  MUST  MAKE  SURE  THAT  THE  TAKEOVERS  HE  PLOTTED  DON'T  SOUR 


though  Burden  and  Zimmerman  came  up 
through  the  old  Federated  culture,  the 
sweeping  changes  they  imposed  are  a 
break  from  the  past.  The  first  move, 
consolidating  back-office  operations,  cut 
8,200  jobs  and  created  teething  prob- 
lems. Until  last  month,  the  Cincinnati- 
based  Lazarus  department  store  chain 
was  taking  two  weeks  to  deliver  goods 
from  a  new  warehouse  to  stores  only 
miles  away.  But  that  was  just  a  short- 
term  glitch.  Overall  the  company  says 
it's  saving  more  than  $330  million  a  year. 
NO  DEALS.  The  translation  of  mass-pur- 
chasing clout  into  demonstrable  savings 
is  taking  longer.  With  nine  store  chains, 
Campeau  has  the  potential  to  wield 
tremendous  power.  Federated  and  Allied 
had  been  buying  goods  from  about 
14,000  suppliers.  Last  year,  officials 
decided  to  identify  400  key  suppliers  and 
concentrate  as  much  as  70%  of  all  orders 


Liz  Claiborne  Inc.,  one  of  the  largest 
designer  manufacturers.  Department 
stores  like  private-label  goods  because 
they  eliminate  middlemen,  boosting  prof- 
it margins  to  as  much  as  double  those  of 
brand-name  goods.  But  there's  potential 
for  problems  if  quality  suffers  or  fash- 
ion trends  are  missed. 

For  long-term  plans.  Burden  and  Zim- 
merman speak  frankly  about  the  need 
for  better  salespeople.  They  want  to  at- 
tract them  by  paying  commissions  to  all 
floor  managers  and  sales  staff.  Al- 
though the  change  is  now  being  imple- 
mented in  all  new  stores,  it  will  take 
several  years  to  shift  the  existing  29,500 
salespeople  to  commissions.  And  the 
change  won't  come  cheap:  It  may  cost  as 
much  as  $1  million  per  store  for  new 
training  programs  and  bonuses. 

The  promised  synergy  between  retail 
and  real  estate  that  first  attracted  Cam- 


peau also  appears  to  be  years  away 
landscape  has  not  been  dotted  with  n] 
malls  anchored  by  Allied  and  Federal 
stores.  In  fact,  Zimmerman  says  he 
already  spiked  three  development 
posals  that  didn't  meet  his  standard: 
NEW  SAVVY.  That's  not  to  say  the  C; 
peau  development  team  isn't  playj 
hardball.  Last  year,  Campeau  tried 
take  control  of  the  redevelopment  of 
Shoppers  World  mall  in  Framingh: 
Mass.  His  beef:  The  old  Allied  manaj 
ment  cut  a  bad  deal  with  mall  develoi 
Melvin  Simon  &  Associates  Inc.,  w' 
was  to  receive  a  larger  equity  stake  tl 
Allied.  Since  there  was  no  signed  c| 
tract,  Campeau  insisted  on  better  ter: 
Simon,  which  has  sunk  more  than 
million  into  the  project,  has  sued.  A  ti 
is  scheduled  for  October. 

Campeau  also  brings  new  savvy  to 
gotiations  with  developers  hoping 
land  his  prestige  stores  as  anchor 
ants.  He  says  that  he  demanded, 
received,  a  25%  equity  stake  for  no  c; 
investment  in  exchange  for  a  promise| 
put  a  Bloomingdale's  store  in  a  yet-to-1 
announced  San  Francisco  developmi 
planned  by  JMB  Realty  Corp.  of  Chica 
A  similar  JMB  mixed-use  center  ancho: 
by  a  Bloomingdale's  store  recen 
opened  in  Chicago.  "It  never  occurred] 
the  former  Federated  management 
ask  for  an  equity  stake,"  Campeau  sa; 

The  venture  with  Edward  J.  DeB; 
tolo  Corp.  is  proceeding  slowly.  The  pa 
nership's  only  known  project  so  far  is 
planned  mall  in  Jacksonville,  Fla.  "We 
talking  about  a  lot  of  deals,"  Campe 
says.  DeBartolo  is  playing  his  car 
close  to  the  vest.  Richard  S.  Sokok 
DeBartolo's  senior  vice-president  of 
velopment,  says  there's  no  guarant 
DeBartolo  won't  demand  repayment 
$480  million  used  to  acquire  Federat 
when  the  loan  is  reviewed  in  1991. 

But  a  lot  will  happen  before  then.  1 
soe  must  convince  investors  that  the 
financing  plans  are  sound.  For  now, 
least,  he  won't  have  to  worry  abo 
shepherding  an  initial  public  offering 
the  U.  S.  retail  operation.  Campeau  h 
considered  the  option,  but  he's  ruling 
out  until  Wall  Street  is  willing  to  p 
what  he  thinks  the  company  is  worth 

That  may  be  a  while.  In  the  meantinit 
Campeau's  wife.  Use,  says  she  is  ar 
ious  for  her  husband  to  slow  his  pa' 
and  spend  more  time  at  their  house  '. 
Austria.  But  Campeau  doesn't  seem  ( 
be  ready.  At  age  64,  he  says  he  feels  '^■l 
years  younger.  And  he  still  loves  t 
thrill  of  real  estate  development.  It's 
good  thing  CEO-in-waiting  Tysoe  is  on 
36.  Campeau  still  has  a  lot  to  prove  1: 
fore  he  lets  him  run  the  shop. 

By  Chuck  Hawkiyis  in  Toronto  and  S 
pken  Phillips  in  Cincinnati 
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OUR  COMMn^MENT  TO  AMERICA 
^       GOES  ON  FOR  MILES.  ^ 


AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position 
carries  a  commitment. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of 
AMBAC  I NSU RE D  '^^^^^  AMBAC insures.  In  1988, nearly  $1  billion, or 
^y^^^p^  j  rnore  than  one  dollar  of  every  ten  insured  by  AMBAC, 

IKI  lOQQ  TLJAKI  transportation-related  projects.  That  translates 

"    /  JL  L  directly  into  new  and  better  roads,  bridges,  transit 

/\rN  T        I  r1 1 K  and  airport  facilities  all  across  America,  benefitting  millions 
C^)/^PAN  Y.  of  commuters,  vacationers  and  business  travelers. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  total  number 
of  new  issues  we  insured.  By  that  standard,  AMBAC  insured  more  issues  last  year 
than  any  other  company — a  total  of  699 — for  an  insured  issue  volume  of  $7.93  billion, 
or  nearly  30%  of  all  new  insured  issues. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond 
insurance.  And  that's  good  not  only  for  America's  travelers.  It's  good  for  the  whole 
country.  AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 
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INSIDER  TRADING  I 


GOT  BIG  DEALS,  BIG  PROBLEMS,  BIG  BUCKS? 
GET  ARTHUR  LIMAN 


His  skills  are  legendary — but  defending  Mike  Milken  could  be  his  biggest  challenge  yet 


In  1986,  Dennis  B.  Levine  temporarily 
captured  a  dubious  title:  biggest  in- 
side trader  ever.  Facing  perhaps  20 
years  in  jail  for  his  crimes,  the  former 
Drexel  Burnham  Lambert  Inc.  invest- 
ment banker  wanted  the  best  lawyer 
money  could  buy.  He  chose  Arthur  L. 
Liman.  And  he  got  his  money's  worth. 
Levine  had  to  forfeit  $n.6  million  in  ille- 
gal profits  and  cough  up  a  $362,000  fine. 
But  he  spent  just  17  months  and  five 
days  in  jail,  and  kept  his  Park  Avenue 
apartment,  all  thanks  to  a  deal  Liman 


98  counts  of  racketeering,  securities 
fraud,  and  other  crimes. 

Another  deal  seems  to  make  sense.  If 
Milken  goes  to  court  and  loses,  he  could 
be  fined  billions  and  spend  years  in  jail. 
But  the  financier  has  vowed  to  fight, 
handing  Liman  a  unique  challenge.  More 
renowned  as  a  securities-law  expert  than 
as  a  criminal  lawyer,  he  must  nonethe- 
less persuade  jurors — who  probably 
learned  most  of  what  they  know  about 
Wall  Street  from  the  movie  of  the  same 
name — that  the  fabulously  wealthy  Mil- 


Milken  and  not  do  business  with  h3 

Another  Liman  target  is  Milton 
lack,  the  federal  judge  handling  a  collj 
tion  of  civil  suits  against  Milken.  Polla 
often  throws  the  book  at  white-collar 
fenders,  which  is  no  reason  alone 
make  him  step  down.  So  Liman  is  tr 
another  tack.  The  judge's  wife  got 
million  from  a  Drexel-managed 
aged  buyout  of  her  family's  retail-st 
chain.  Liman  calls  that  a  conflict  of 
terest  and  has  asked  the  U.  S.  Suprer 
Court  to  agree.  Until  the  issue  is 


LIMAN'S  FAMOUS  CASES  i 


Client 


CHRIS-CRAFT  INDUSTRIES  H 

Liman  persuades  an  appeals  court  to  increase  th« 
million  that  Judge  Milton  PoUack  orders  Ban 
Punta  to  pay  Chris-Craft  after  a  takeover  fight 
Piper  Aircraft.  The  new  sum  is  $36  million.  The  I 
Supreme  Court  reverses  the  decision 


CARLC.ICAHN  H 

Liman  represents  the  takeover  artist  when  Phil 
Petroleum  sues  Icahn  to  derail  his  $8.1  billion  ta 
over  bid.  Liman  wins  in  court,  but  Phillips  restr 
tures  and  fends  off  the  bid 


PENNZOIL  19 

Liman  negotiates  a  handshake  deal  for  Pennzo 
purchase  of  Getty  OU,  then  sues  Texaco  for  interi 
ing  with  the  contract.  Liman's  testimony  helps  p 
suade  a  Houston  jury  to  award  Pennzoil  $10.53 
lion,  later  settled  for  $3  billion 


CBS  19 

Liman,  friends  with  both  William  S.  Paley  and  La 
ence  A.  Tisch,  helps  them  oust  Thomas  Wyman' 
CBS  chairman 


negotiated.  "It's  like  going  into  sur- 
gery," Levine  says.  "You  put  your  life  in 
the  hands  of  your  attorney." 

Now  a  mergers-and-acquisitions  con- 
sultant, Levine  is  no  longer  big  news  on 
Wall  Street.  But  his  lawyer  is.  This  past 
February,  for  example,  Liman  spent  his 
days  in  federal  court  defending  gaf 
Corp.  against  criminal  stock  manipula- 
tion charges.  In  the  evenings  he  helped 
negotiate  the  $18  billion  marriage  of 
Warner  Communications  Inc.  and  Time 
Inc.  A  week  after  GAF  ended  in  a  second 
mistrial,  Liman's  most  talked-about  cli- 
ent, Michael  R.  Milken,  was  indicted  on 


ken  is  merely  a  scapegoat  maligned  by 
ambitious  prosecutors. 

Already,  Liman  and  his  10-lawyer 
team  are  laying  the  groundwork  for  this 
defense.  While  Milken  concentrates  on 
his  favorite  charities  and  makes  anti- 
drug speeches,  Liman  excoriates  every- 
one connected  with  the  prosecution. 
First  among  them  is  the  Securities  & 
Exchange  Commission,  which  he  blames 
for  pernicious  leaks  and  for  punishing 
his  client  before  he's  convicted:  While 
Drexel  is  paying  Milken's  legal  fees  for 
now,  the  tentative  settlement  it  struck 
with  the  SEC  in  April  obligates  it  to  fire 


solved — as  late  as  December,  if  the  hig 
court  takes  the  case — Pollack  can't  af 
prove  the  SEC  settlement.  And  Drexe 
can't  complete  a  separate  plea  bargaii 
with  prosecutors,  which  Liman  is  alsi 
opposing.  The  delay  might  discourag 
Drexel  employees  who  otherwise  coul(  *aFiotlier[f 
be  subject  to  prosecution  from  testifying 
before  the  Milken  grand  jury. 

Liman  is  even  protecting  Milken  a  br 'sta\ttiai^ 
from  his  biggest  tormentor,  the  Racke  '"ipafeiheft- 
teer-Influenced  Corrupt  Organization!  '^sktopcnpff 
Act  (RICO).  Its  extraordinary  powers  al  Vna'llj;)! 
low  prosecutors  to  seek  a  freeze  on  Mil  ^I't.SOISanJ 
ken's  $1.2  billion  in  compensation  foibyears,\\] 



LEGAL  AFFAIt^r)'nilfe|,f, 


I., 


112  BUSINESS  WEEK/MAY  15.  1989 


XEROX 


Uke  Other  copier 

companies,  we  give 
you  a  warranty  we 
can  be  comfortable 

witii. 


Xerox 

3-year  ^ 
warranty" 


90-day 
warranty 


I's  one  thing  to  talk  about  quality.  And 

uite  another  to  back  it  up. 

So  if  you're  in  the  market  tor  a  reli- 

ble,  durable  desktop  copier  that's  built 

3  stay  that  way,  we  have  a  suggestion; 

ompare  the  warranty  ot  the  other  guy's 

esktop  copier  to  that  of  a  Xerox  copier. 
Yt)u'll  notice  that  the  Xerox  5012, 

014,  5018  and  5028  desktop  copiers  otter 
i  iree  years.  While  other  manufacturers 
I  Canon,  Sharp  and  Ricoh,  not  to  mention 
i  veryone  else  in  the  business)  offer  three 


Does  this  mean  we're  more  confi- 
dent about  the  quality  of  our  copiers  than 
the  other  guy?  Could  be. 

It  could  also  be  one  of  the  best 
reasons  yet  to  buy  a  copier  that's  built  and 
serviced  by  Team  Xerox— a  copier  you  can 
be  comfortable  with  for  years  to  come. 

Guaranteed. 

For  more  information  about  Xerox 
desktop  copiers,  call  1-8CX)-TEAM-XRX, 
Ext.  1014,  or  nil  in  the  coupon. 


I'd  like  to  learn  more  about  Xerox  desktop  copiers  and 
their  unique  three-year  warranty 

□  Please  send  me  more  inlormalion 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to: 

Xerox  Corporation.  PO  Box  24.  Rochester.  NY  14692 


CITV  SIATk  711'  OOOIS-l^-St 

11  you  can't  wait,  call  l-X(K)-TEAM-XRX.  Kxl.  1014 
tl-i(()0-832-6979.  Ext.  1014). 


Most  people 
don't  want  to 
make  a  career 
out  of  looking 
for  a  great 
hotel. 

We  do. 


\ntimate  ♦  Elegant  ♦  Exquisite 


Beverly  Hills  CA 
LErmttage 
Boston  MA 
Boston  Harbor  Hotel 
Carmel  CA 
T>if  Highlands  Inn 
Chicago  IL 
Hold  2  I  Eijsl 
Coconut  Grove  FL 
Maylair  House 
Del  Mar  CA 
The  \nn  at  Del  Mar 
Denver  CO 
The  Bumiley 
Flonda  Keys 
Litile  Palm  Island 
Cheeca  Lodge 

Houston  TX 
The  Laniasler 

Los  Angelei.  C  A 
Bel  Age 
Mexico 

Qumta  Real  Guadalajara 
Qumta  Real  Zatalecas 
Minneapolis  MN 
Ike  Whitney 
Napa  Valley  CA 
Meadowood  Resort 


New  Orleans  LA 
The  Pontchartram 
Maison  de  Vilte 

New  York  NY 
The  Lowell 

Pans  France 
Hotel  Balzac 

Saint  Louis  MO 
Hotel  Majestic 

San  Antonio  TX 
The  Faimount 

San  Diego  CA 
Horton  Park  Plaza 

San  Francisco  CA 
The  Huntington 

Savannah  OA 
The  Mulberry  \nn 

Sedona  AZ 
]ohn  Gardiner  s 
Enchantment 

Vail  Valley.  CO 

The  Lodge  at  Cordillera 

Washington  DC 
The  \eljerson 

Williamstown  MA 
The  Orchards 


For  a  comprehensive  directory,  send  S3  to 

SMALL  LUXURY  HOTELS  &  RESORTS 
337  S  Robertson  Blvd  ,  Suite  202 
Beverly  Hills,  CA  902  I  1 

Reservations:  (800)  345-3457 


airs 


four  years,  and  his  Drexel  stock,  before 
the  trial  RICO  is  so  tough  that  it's  proba- 
bly what  prompted  Drexel  to  settle.  Li- 
man  has  persuaded  prosecutors  to  ac- 
cept a  $700  million  bond  in  lieu  of  cash, 
and  he  has  won  bail  of  $1  million  plus 
Milken's  Encino  (Calif.)  home  instead  of 
the  $250  million  prosecutors  asked. 
TRIVIAL  PURSUITS.  Liman's  methodical 
and  penetrating  style  will  permeate  his 
defense  of  Milken.  Indeed,  his  involve- 
ment in  the  minutiae  of  cases  is  unusual 
even  for  a  senior  partner  at  the  375- 
lawyer  farm  of  Paul  Weiss  Rifkind 
Wharton  &  Garrison.  Before  Milken 
goes  to  trial  next  spring,  Liman  and  his 
underlings  will  comb  through  "millions 
and  millions"  of  documents  and  review 
the  80,000  hours  of  tapes  that  pertain  to 
former  Drexel  trader  Bruce  Lee  New- 
berg  (the  third  defendant  is  Milken's 
brother,  Lowell).  The  goal  is  to  prepare 
for  Ivan  F.  Boesky,  who  won  a  light 
sentence  after  helping  the  government 
finger  Milken  and  others.  "I  look  for- 
ward to  it,"  Liman  says  of  his  planned 
encounter  with  the  ex-arbitrageur. 

Liman's  dogged  preparation  pays  off. 
In  the  first  Gaf  trial,  he  suspected  that 
Boyd  L.  Jefferies,  the  prosecution's  key 
witness,  might  have  fabricated  proof  to 
support  his  story.  Jefferies  had  already 
pleaded  guilty  to  minor  charges  in  re- 
turn for  his  promise  to  help  the  govern- 
ment, but  hadn't  been  sentenced  yet. 
The  lawyer  asked  Jefferies  whether  he 
had  altered  an  invoice  that  was  a  key  bit 
of  government  evidence.  And  the  prose- 
cutor had  to  admit  that  his  own  expert 
thought  the  document  had  been  altered, 
though  it  wasn't  clear  by  whom.  Since 
Liman  had  been  deprived  of  his  right  to 
see  the  government's  report,  the  judge 
declared  a  mistrial. 

At  56,  Liman  still  thrives  on  his 
work — not  to  mention  his  $450  hourly 
fee.  But  he  considers  himself  more  than 
a  hired  gun.  So  do  many  of  his  clients. 
Liman  wrote  to  Levine  when  he  was  in 
jail  and  occasionally  called  Levine's  wife, 
Laurie,  to  make  sure  she  was  holding 
up,  says  Levine.  Warner  Chairman  Ste- 
ven J.  Ross  and  G.-^F  CEO  Samuel  J.  Hey- 
man  call  him  for  business  advice.  Says 
Heyman:  "What  is  extraordinarily  un- 
usual about  Arthur  ...  is  the  intensity  of 
commitment  to  his  client's  cause." 

Politicians  court  him,  too.  In  1972,  Li- 
man was  drafted  to  help  investigate  the 
Attica  prison  riots.  Three  years  later,  he 
served  as  special  counsel  to  the  New 
York  City  bar  committee  that  got  Rich- 
ard M.  Nixon  to  resign  his  membership. 
And  in  1987,  he  served  as  special  counsel 
to  the  Senate  select  committee  on  Iran- 
cow  ^ra  as  it  investigated  the  activities  of 
Lieutenant  Colonel  Oliver  L.  North.  The 
shaggy  New  York  Democrat  might  even 


like  to  be  Attorney  General,  if  the  Den-^ 
crats  ever  regain  the  White  House,  i 
Liman,  who  graduated  first  in  his  195| 
Yale  Law  School  class,  was  considered|J() 
catch  even  for  Paul  Weiss.  Simon 
Rifkind,  his  mentor,  recalls  being  i: 
pressed  by  his  new  hire's  judgment  ai 
intensity.  Liman's  absentmindedness 
legendary,  but  it  hasn't  mattered.  He 
considered  the  glue  that  binds  the  fin 
says  a  lavvyer.  A  traditionalist,  he  h 
three  grown  children  and  has  been  mi 
ried  for  29  years  to  an  artist  who 
"really  good"  landscapes  and  portra; 
line  the  walls  of  his  corner  office.  "H( 
an  uncomplicated  person,"  says  Rifkir 
87,  and  that  carries  over  to  his  ecu 


Liman's  encounter  with  stai 
prosecution  witness 
Ivan  Boesky  is  sure  to  be 
the  hottest  ticket  in  town 


k  perfect 


work.  "He  does  what  the  case  requires 

Milken's  is  a  case  in  point.  When 
man  was  hired  in  late  1986,  he  was  su 
posed  to  play  second  fiddle  to  Edwa:  WiHit 
Bennett  Williams.  "I  would  have  be^ 
more  than  privileged  to  carry  Ed's  bri( 
case,"  he  says.  But  last  August,  W 
liams  died.  That  left  Liman  with  a  ca, 
he  couldn't  settle,  and  not  just  becau  Ifml^Igf, 
Milken  wouldn't.  Boesky  got  three  yea 
in  jail,  and  it  would  look  bad,  observe 
say,  if  prosecutors  offered  less  time 
Milken,  the  bigger  fish. 
SIGNS  OF  DOUBT.  Liman  won't  discu 
strategy.  Still,  his  past  performano 
provide  some  clues.  While  painting 
ken  as  hero  of  sorts,  a  provider  of  fun( 
to  needy  businesses,  Liman  will  del 
into  each  detail  of  the  governmentinm  iL  J 
case,  prospecting  for  signs  of  doubt  th;  ' '  ^"'^ 
Milken  broke  confusing  laws  governir 
wheeler-dealing.  He  will  probably  argu 
too,  that  Milken  is  getting  picked  on  f( 
Wall  Street  customs  that  aren't  illegj 
Fellow  defense  lawyers  want  him  to  g 
further — to  attack  prosecutors  such  s 
Rudolph  W.  Giuliani,  the  former  U.  1 
Attorney  for  the  Southern  District  ( 
New  York  and  now  a  likely  Candida'' 
for  mayor  of  New  York,  as  being  moi 
interested  in  headlines  than  in  justice. 

Liman  says  he  won't  "bait"  his  adve^ 
saries.  Still,  minutes  after  Milken  pleaii 
ed  not  guilty  last  April,  his  lawyer  stoo 
on  the  courthouse  steps,  blasting  go 
ernment  leaks.  It  was  a  departure  f( 
Liman,  and  perhaps  an  instructive  on 
"I've  been  retained  to  try  a  case,"  I, 
says.  "That's  what  I  intend  to  do." 

By  Michele  Galen  in  New  Yoi\i 
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Introducing  the  perfect  fax 
for  a  less-than-perfect  world: 


n  a  perfect  world,  you'd 
:now  today  exactly  what 
ind  of  fax  you'll  need 
Dmorrow.  With  the  dex  6700 
ix  from  Fujitsu,  you  don't 
eed  a  crystal  ball. 

The  (iex  6700  is  fully 
lodular,  so  you'll  never  out- 
row  it.  Just  buy  the  fea- 
jres  you  need  today-like 
ne-touch  dialing,  16-level 
reyscale,  and  delayed 
^ansmission— and  add  more 
matures  when  you  need 
lem  later. 


dex®  6700 


he  perfect  solution  to  changing  needs 

If  imperfect  phone  lines  are  a  problem, 
dd  CCITT  Error  Correction  Mode.  Or,  to 
eep  your  transmissions  perfectly  private, 
dd  encryption  ports.  Whenever  you  need 
lem,  the  dex  6700  offers  a  complete  range 
[modular  options  for  your  consideration, 
he  only  thing  you  won't  have  to  consider 
1  another  brand.  Because  when  it  comxes 
)  fax,  Fujitsu  has  it  all. 


World-class  technology, 
nationwide  service 

Fujitsu  is  Japan's  number 
one  computer  maker  and  a 
worldwide  leader  in  telecom- 
munications. The  same  high 
technology  we  put  into  our 
digital  PBXs  and  our  satel- 
lite transmission  systems, 
our  semiconductors  and  our 
supercomputers,  we  put  into 
every  dex  facsimile. 

And  every  dex  facsimile, 
from  our  personal,  desktop 
trom  b  Ujltsu.     ^nits  to  the  laser-based  dex 
7800,  America's  most  advanced  plain  paper 
facsimile,  is  backed  by  our  nationwide, 
dedicated  fax  service  organization. 

So  before  you  buy  any  fax,  find  out  more 
about  the  modular  dex  6700  and  all  our  dex 
high-tech  facsimiles. 

Contact  Fujitsu  Imaging  Systems  of 
America,  Corporate  Drive,  Commerce  Park, 
Danbury,  CT  06810.  Or  call  toll-free: 
1-800-243-7046. 


FUJITSU 


High-tech  facsimiles  from  Japan's  No.  1  computer  maker. 


dex  -  IS  a  registered  trademark  of  Fujitsu 


CHEERS  AT  POLAROID:  A  JUDGE  APPROVED  ITS  RAID-EVADING  ESOP  IN  PART  BECAUSE  OF  ITS  COMMITMENT  TO  WORKER  PARTICIPATION 


ESOPs:  ARE  THEY 
GOOD  FOR  YOU? 

THEY  CAN  DETER  TAKEOVERS,  SAVE  TAXES,  AND  BOOST  PRODUCTIVITY,  BUT. 


T 


|wo  paragraphs  here,  a  snippet  of 
sound  there,  another  press  release 
crumpled  in  a  wastebasket.  Be- 
yond the  company  cafeteria  or  the  com- 
munity newspaper,  no  single  announce- 
ment of  an  employee  stock-ownership 

plan    (ESOP)    gets  |  

much  attention.  But 
put  them  all  togeth- 
er and  it's  clear  that 
Corporate  America 
is  rushing  headlong 
into  sometliing  that 
was,  only  a  few 
years  ago,  almost 
universally  unthink- 
able in  executive 
suites:  giving  up  bil- 
lions of  dollars' 
worth  of  equity — 
and  crucial  margins 
of  power — to  their 
work  forces. 


BIG-LEAGUE  ESOPS 


Company 

ESOP  stake 

Millions  of  dollars 

AVIS 

$1,750 

HEALTHTRUST 

1,700 

PROCTER  &  GAMBLE 

1,000 

EPIC  HEALTHCARE 

856 

J.C.  PENNEY 

700 

ANHEUSER-BUSCH 

500 

TEXACO 

500 

U.S.  WEST 

500 

POLAROID 

300 

DATA:  NATIONAL  CENTER  FOR  EMPLOYEE  OWNERSHIP 

Visionaries  hail  ESOPs  as  a  miracle 
tonic  that  will  reinvigorate  a  tiring  econ- 
omy, while  cynics  denigrate  them  as  a 
desperation  move  by  managers  who 
would  rather  toss  sops  to  their  employ- 
ees than  succumb  to  a  dreaded  raider. 

Some  call  them  tax 
dodges,  some  call 
them  socialistic,  and 
some  call  them  "peo- 
ple's capitalism."  All 
can  muster  evidence, 
but  the  trend  is  still 
too  new  for  anyone 
to  be  sure  of  more 
than  this:  Corporate 
America  is  entering 
a  time  of  change 
that  could  take  its 
place  in  history 
alongside  the  trau- 
mas of  the  takeover 
era,  but  with  the  po- 


tential for  a  far  more  favorable  impa  worker  o 
on  most  employees. 

Why  have  ESOPs  suddenly  becon  | 
such  a  dynamic  force  among  blue-ch  "^^ 
companies?  The  answer  is  that  they  o 
fer  simultaneous  solutions  to  maj( 
problems  now  besetting  American  corp 
rations:  When  a  company  gives  stock 
its  employees  through  an  ESOP,  it  cu' 
its  tax  bill,  erects  a  takeover  defens 
clamps  a  lid  on  the  cost  of  pensions,  ar 
perhaps  even  spares  itself  the  nightmai 
of  monumental  medical  benefits  for  f 
ture  retirees.  And  it  can  do  all  this  whi 
moving  toward  the  most  important  goi 
of  all:  boosting  productivity  enough 
make  U.  S.  companies  more  competiti' 
in  world  markets. 

The  ESOP  is  fast  becoming  a  way 
life  at  many  of  the  nation's  best-kno 
companies,  including  Anheuser-Busc, 
Lockheed,  Procter  &  Gamble,  and  Pola| 
oid.  An  estimated  200  public  companii 
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76  set  up  ESOPs  during  the  past  two 
irs  alone.  Overnight,  employees  typi- 
ly  become  their  company's  single  big- 
it  shareholder  bloc.  Says  Malon  Wil- 
i,  president  of  American  Capital 
ategies  Ltd:  "I  think  this  will  be  as 
as  the  leveraged  buyout  boom." 
i'or  most  big  companies,  an  ESOP  has 
!  thing  in  common  with 
LBO:  more  debt  and 
her  leverage.  But  the 
lilarity  ends  there, 
lile  an  lbo  usually 
kes  owners  out  of  a 
ill  group  of  managers, 
ESOP  is  almost  the  mir- 
image — it  makes  an 
ler  out  of  practically 
ryone  on  the  payroll.  In 
process,  what  ESOP  ex- 
t  Joseph  R.  Blasi  calls 
new  type  of  public  cor- 
ation"  is  emerging  that 
y  redefine  the  stakes 
i  by  shareholders,  man- 
;rs,  and  employi^es.  An 
'P  reorients  a  company 
tightly  linking  the  em- 
zee's  retirement  wealth 
its  stock  performance, 
•iving  the  interest  in 
IPS  is  a  concern  in 
erican  industry  about 
oming  more  entrepre- 
rial,"  says  Frederick  M. 
Tiack  of  Buck  Consul- 
ts Inc.  "Employees  with 
equity  stake  will  work 
der  and  do  better  by 
company." 

PLANS.  Will  they?  At 
moment,  the  financial 
tax  incentives  of  ESOPs 
e  dominated  manage- 
ent  thinking.  But  a 
;ompany  has  to  go  well 
;  beyond    that  for 
^  worker  ownership  to 
I-  ^   make  the  company 
more  efficient. 
"Most  large  com- 
panies don't 
have  plans  to 
develop  lead- 
ing-edge em- 
ployee-involve- 
ment programs 
connected  to 


employee  ownership,"  says  Blasi,  author 
of  Employee  Oivnerskip:  Revolution  or 
Ripoff?  (a  title  adapted,  with  permission, 
from  BUSINESS  WEEK'S  1985  cover  story 
on  ESOPs).  "They  think  if  they  sprinkle  a 
little  stock  around,  they'll  get  participa- 
tion and  better  productivity." 
Other  critics  say  the  costs  to  the  com- 
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A  GUIDE  TO  THE  ESOP  REVOLUTION 

An  employee  stock-ownership  plan  is  a  benefit  favored  by 
Congress  on  grounds  that  it  strengthens  workers'  stakes  in 
the  free-enterprise  system.  Typically,  a  public  company  bor- 
rows money  to  buy  its  own  stock  from  its  treasury  or  on  the 
market  and  places  the  shares  in  its  ESOP.  As  the  loan  is 
paid  down,  a  trustee  allocates  stock  to  individual  employees. 

COMPANIES  ARE  EMBRACING  ESOPS... 

TAX  BREAKS  They  get  a  triple  tax  deduction — not  just  for  the  interest 
on  their  ESOP-funding  debt,  but  also  for  the  dividends  they  pay  on  the 
ESOP-held  shares  and,  indirectly,  for  the  principal  they  repay. 
RESTRUCTURING  PIUSES  The  more  stock  its  ESOP  holds,  the  better 
equipped  a  company  is  to  fend  off  a  raider.  ESOPs  are  also  a  help  in  le- 
veraged buyouts,  recapitalizations,  and  spinoffs  of  units. 
PENSION  PARING  An  ESOP  is  a  form  of  defined-contribution  pension 
plan.  When  a  company  uses  an  ESOP  to  reduce  or  even  replace  bene- 
fits, it  can  save  heavily,  especially  when  it  contributes  its  stock  instead 
of  cash.  Some  companies  drop  post-employment  medical  insurance, 
telling  retirees  they  can  dip  into  their  ESOP  account  to  buy  coverage. 
PRODUCTIVITY  POTENTIAL  Once  employees  are  owners  as  well  as 
workers,  executives  can  look  for  higher  morale  and  better  quality. 

...BUT  THEY  POSE  FRESH  UNCERTAINTIES 

PRODUCTIVITY  GAINS  They're  not  preordamed.  Studies  show  that 
ESOPs  help  little  here  unless  executives  are  willing  to  give  workers  a 
strong  and  genuine  role  in  running  things. 

THE  BALANCE  Of  POWER  It  shifts  suddenly  as  the  ESOP  transforms 
workers  into  a  large  bloc  of  shareholders  who  are  intimately  knowl- 
edgeable about  the  company.  If  incumbent  managers  of  a  public  com- 
pany alienate  the  employee-owners,  workers  just  might  vote  their 
shares  to  throw  the  rascals  out  in  favor  of  a  raider. 
THE  LAW  The  Labor  Dept.  and  the  courts  are  on  the  lookout  for  abuses 
of  ESOPs.  If  they  perceive  a  hastily  erected  ESOP  as  a  blatant  attempt 
at  entrenching  m.anagement,  they'll  reject  that  defense. 
RETIREMENT  INCOME  The  more  of  it  that  comes  from  the  ESOP,  the 
more  dependent  a  pensioner  is  on  the  price  of  the  company's  stock. 
That  leaves  future  retirees  vulnerable  to  Wall  Street  whims  as  well  as 
to  management  mistakes. 

CONGRESS  The  lawmakers  could  change  the  rules  of  the  game  at  any 
time,  particularly  if  abuses  abound  and  budget  pressures  intensify. 

DATA  BW 


pany  are  too  high.  In  acquiring  stock  for 
its  ESOP,  a  public  company  often  in- 
creases its  debt  burden.  If,  instead,  it 
simply  uses  stock  already  in  its  trea- 
sury, it  dilutes  the  value  of  the  outstand- 
ing shares.  And  since  the  ESOP  repre- 
sents part — or  even  all — of  the  retire- 
ment package,  some  feel  it's  wrong  to 
concentrate  employees'  re- 
tirement eggs  so  heavily  in 
the  company's  stock.  These 
issues  are  sharpening  the 
argument  about  whether 
the  nation  should  go  on 
subsidizing  the  fast-grow- 
ing legion  of  ESOPs  if  they 
fail  to  produce  enough  new 
wealth  to  offset  the  loss  in 
taxes. 

Their  impact  on  produc- 
tivity is  the  key  to  that  de- 
cision. Since  1973,  annual 
labor  productivity  for  the 
U.  S.  as  a  whole  grew  at  a 
mere  17'  rate,  compared 
with  a  2.7%  annual  pace 
for  the  previous  15  years. 
The  evidence  indicates  that 
ESOPs  could  help  reverse 
that  trend.  At  Brunswick 
Corp.,  for  instance,  sales 
per  employee  have  jumped 
nearly  507^— to  $115,000  in 
1988 — since  it  set  up  an 
ESOP  in  1983.  Says  William 
R.  McManaman,  Bruns- 
wick's vice-president  for  fi- 
nance: "The  ESOP  has  im- 
proved the  morale  of  our 
employees  by  creating  a 
sense  of  ownership  and 
has  had  a  definite  impact 
on  productivity." 
LATEST  STEP.  But  it  doesn't 
take  a  rocket  scientist  to 
figure  out  that  the  current 
wave  of  ESOPS  is  occurring 
mainly  because  it  saves 
money  in  the  short  run, 
even  if  productivity  doesn't 
go  up.  It's  the  latest  step 
in  Corporate  America's 
move  to  replace  fixed  com- 
pensation costs  with  vari- 
able wages  and  benefits, 
which  give  companies 
more  flexibility  in  respond- 
ing to  a  changing  econo- 
my. An  ESOP  is 
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"the  lowest-cost  alternative"  to  funding 
the  company's  traditional  contributions 
of  stock  to  a  profit-sharing  plan,  says 
Lawrence  M.  Call,  treasurer  of  PPG  In- 
dustries Inc.  The  glass  and  chemical 
maker  expects  its  ESOP  to  cut  the  plan's 
costs  by  30'/<  over  a  few  years. 

Those  savings  depend  mightily  on  the 
special  tax  advantages  Congress  has  be- 
stowed on  ESOPs.  In  1974,  the  people's 
capitalism  movement  that  Louis  0. 
Kelso  founded  gave  Senator  Russell 
Long  (D-La.)  a  way  to  pro- 
mote employee  ownership. 
Since  then,  more  than  20 
pieces  of  legislation  have  in- 
creased the  tax  appeal  of 
ESOPS.  And  these  tax  advan- 
tages have  grown  increas- 
ingly important  in  a  world 
where  so  many  other  breaks 
have  been  eliminated  bv  the 
1986  Tax  Reform  Act.  " 

Most  large  companies  bor- 
row to  fund  their  ESOPs, 
which  are  set  up  as  a  trust 
under  federal  pension  law. 
These  trusts  then  use  the 
borrowed  money  to  pur- 
chase the  stock,  which  is 
gradually  allocated  to  each 
employee  as  the  loan  is  paid 
down  out  of  the  corpora- 
tion's cash  flow.  By  buying  the  shares 
on  the  open  market,  a  company  avoids 
earnings-per-share  dilution.  Often,  the 
stock  goes  into  the  employees'  401(k)  ac- 
counts. They  receive  their  stock  when 
they  retire  or  quit. 

GOOD  DEAL.  A  corporation  gets  more  tax 
breaks  from  an  ESOP  than  from  any  oth- 
er kind  of  pension  plan.  The  borrowed 
money  is  cheap  because  lenders  get 
taxed  on  only  507'  of  the  income  they 
get  on  the  ESOP  loan.  This  enables  lend- 
ers to  charge  rates  that  are  some  1.5 
percentage  points  below  a  company's 
normal  borrowing  cost.  Companies  also 
get  the  normal  deduction  for  interest 
payments  on  the  debt.  And  that's  not  all. 
They  can  deduct  their  principal  pay- 
ments because  the  outlay  is  treated  as  a 
normal  cost  of  maintaining  a  retirement 


plan.  In  what  may  be  the  most  remark- 
able tax  break  of  all  for  a  public  compa- 
ny, double  taxation  of  dividends  goes 
out  the  window.  Companies  are  allowed 
to  deduct  the  dividend  payments  on  the 
stock  held  by  an  ESOP. 

The  dividend  deduction  is  proving  es-. 
pecially  appealing.  Many  companies  are 
creating  generous  convertible  preferred 
stock  for  their  ESOPs.  Federal-Mogul 
Corp.'s  ESOP  preferred,  for  example, 
pays  a  guaranteed  dividend  yield  of 
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BRUNSWICK'S  SALES  PER  EMPLOYEE  ARE  UP  50%  SINCE  ITS  1983  ESOP 


1.5fc,  compared  with  a  3.6%  yield  on  its 
common  stock.  And  remember,  those 
steep  dividend  payments  are  deductible. 
Finally,  by  funding  its  leveraged  ESOP 
today,  a  company  can  cut  its  future  ben- 
efit costs  if  the  stock  appreciates.  PPG 
bought  shares  for  its  ESOP  at  42 1/2,  and 
its  stock  now  trades  at  45. 

Lenders  have  been  eager  to  accomo- 
date their  ESOP  borrowers.  The  ESOP  loan 
business  has  grown  from  $1.2  billion  in 
1986  to  an  annualized  $18  billion  pace 
this  year.  Corey  Rosen,  director  of  the 
National  Center  for  Employee  Owner- 
ship in  Oakland,  Calif.,  estimates  that 
public-company  ESOP  borrowings  so  far 
in  1989  exceed  their  total  ESOP  borrow- 
ings over  the  past  15  years  (chart). 

Profitable  regional  banks  are  among 
the  big  buyers  of  ESOP  loans.  They  are 


seeking  new  tax-sheltered  investme 
now  that  the  municipal  bond  market  1 
shrunk  by  half  since  the  1986  tax 
form.  Insurance  companies  are  actij 
too,  through  the  private-placement  m\ 
ket.  Today's  issuer  of  ESOP  debt  has  1:1 
ter  credit  quality  than  a  normal  compt 
in  the  private-placement  market. 

The  only  hesitant  lenders  to  ESOPs 
seems,  are  those  companies  that  have 
much  tax-advantaged  debt  that  they  ej 
not  use  any  more  to  shelter  other 
come.  Prudential  Insurai! 
Co.  has  lent  about  $1.5 
lion  to  ESOPS  so  far  in  19 
Now,  with  its  thirst  for  ti. 
sheltered  debt  slaked,  it;^ 
pulling  back,  as  is  John  H;aj 
cock  Mutual  Life  Insurarf 
Co.,  another  big  privai 
placement  customer.  I 

BENEFIT  HIT.   But    this  I 
bringing  an  innovation! 
public-market  offerings  | 
ESOP  sponsors,  includi;ri 
Brunswick  and  Unisys  Coi| 
A  public  market  in  ES 
debt  would  offer  issuers 
broader  investor  base  whi 
making  it  easier  for  lende; 
to  buy  and  sell  their  loai' 
The  public  market  will  grd 
slowly,  however,  since  t 
50%  income  exclusion  applies  only 
those  on  Congress'  list  of  "qualified"  ; 
stitutional  lenders.  Insurance  compani'j 
and  commercial  banks  qualify,  but 
vestment  banks  don't. 

An  ESOP  can  help  meet  several  comp' 
ny  cost-control  objectives.  In  exchanif' 
for  their  22%  equity  stake,  Polarcr*"^™" 
Corp.'s  workers  took  a  5%  pay  cut  ai! 
gave  up  the  company's  50%  matchiTir''5', 
contribution  to  their  401(k)  savings  plaii 
Post-retirement  medical  benefits  Ctl"!' 
take  a  hit,  too.  Most  large  companiii|"|^'^^ 
offer  their  employees  some  form  of  i/'™; 
tirement  medical  insurance,  paying  tli|;''™' 
medical  bills  as  they  come  in.  The  typictx  *  S 
lifetime  per-retiree  cost  to  the  employe;  f 
according  to  Salomon  Brothers  Inc.,  -T 
about  $15,000  to  $25,000— and  estimatt'i 
of  aggregate  corporate  liability  ranj|'. 'i'^  Iisn 
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AS  MORE  ESOPs  ARE  BORN  THEY  TOUCH  MORE  LIVES... 


AND  FUEL  BORROWING 
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)m  $100  billion  to  $2  trillion.  Whatever 
i  true  cost,  the  Financial  Accounting 
indards  Board  proposes  that  compa- 
ss disclose  their  future  liability  start- 
r  in  1991. 

JH  STAKES.  Whitman,  Ralston  Purina, 
d  Boise  Cascade  have  decided  to  phase 
t  their  post-retirement  medical  bene- 
5.  Instead,  the  companies  tell  employ- 
;  they  can  tap  their  ESOP  money  at 
irement  to  pay  their  medical  insur- 
:e  premiums  (or,  if  they  choose,  they 
1  take  the  money  and  fly  off  to  Eu- 
)e).  To  help  employees  defray  the  fu- 
•6  expense,  Ralston  boosted  its  match- 
;  contribution  from  50$  on 
!  dollar  (up  to  6%  of  salary) 
$1  on  the  dollar.  Says  Salo- 
in  Vice-President  Jenny 
urihan:  "Using  an  ESOP  to 
id  post-retirement  medical 
lefits  is  probably  the  most 
ense  topic  among  companies 
ht  now." 

^11  this  sharply  escalates 
;  stake  employees  have  in 
!  success  of  their  companies, 
longer  can  they  simply  rely 
their  employers  for  a  pre- 
table  retirement  income, 
w,  the  quality  of  their  later 
irs  will  depend  heavily  on 
iir  company's  stock  perfor- 
nce.  Says  Whitman  Corp. 
ief  Financial  Officer  John  P. 
gan:  "We  hope  [our  employ- 
;]  come  out  ahead  economi- 
ly,  but  it  all  depends  on  how 
•  stock  value  appreciates." 
The  difference  between  a 
Dr  stock  performer  and 
lighflier  is  striking.  Take  a 
npany  that  contributes  ESOP 
ck  equal  to  5%  of  pay  annu- 
f  for  an  employee  starting  a 
N  $40,000-a-year  job  who 
s  57c  yearly  raises  until  re- 
ng  at  age  65.  After  30  years 
service,  if  the  ESOP  stock 
)ws  dividend  and  price  gains 
4%  a  year,  the  retirement 
ty  is  $26,319  annually, 
at's  below  the  market's  his- 
•ic  appreciation,  which  is 

a  year.  If  an  ESOP  stock's 
al  return  is  12%,  the  employee's  pen- 
n  is  $89,377 — more  than  three  times 
;ter  than  the  lackluster  stock.  The 
k-in  isn't  absolute:  The  law  does  give 
ployees  the  option  to  swap  half  of  the 
npany  stock  for  other  investments 
rting  at  age  55.  Still,  a  hefty  chunk  of 

retirement  package  can  hinge  on 
at  happens  to  a  single  stock. 
That's  why  ESOPs  rip  off  the  employee 
they  are  used  solely  as  a  takeover 
fense  by  entrenched  management: 
inpanies  insulated  from  market  forces 
en  perform  poorly.  Business  became 
are  of  the  defensive  power  of  ESOPs 


only  this  year,  when  Polaroid  beat  back 
a  raid  by  Shamrock  Holdings  PLC,  the 
acquisition  company  run  by  Roy  E.  Dis- 
ney and  Stanley  P.  Gold,  largely  by  insti- 
tuting its  ESOP.  Polaroid  is  among  the 
50%  of  all  publicly  owned  companies  that 
are  incorporated  in  Delaware,  where  the 
law  prevents  a  hostile  acquirer  from 
merging  with  a  target  company  for  at 
least  three  years  unless  the  bidder  wins 
85%  of  the  stock.  Polaroid  didn't  take 
any  chances — it  raised  its  ESOP's  stake 
to  22%.  Lockheed  Corp.  and  Dunkin'  Do- 
nuts  Inc.  have  also  set  up  hefty  new 
ESOPS  to  help  ward  off  potential  raiders. 


WHAT  EMPIOYEES  SHOULD 
lOOK  FOR  IH  AH  ESOP 

INFORMATION  The  employer  should  provide  education  about 
the  ESOP  concept,  the  rules  governing  its  ESOP,  and  how  it 
will  affect  overall  compensation.  Workers  should  receive  re- 
ports on  sales,  profits,  productivity,  stock  price,  and  how  the 
company  is  performing  against  its  competitors. 

PARTICIPATION  As  owners,  workers  should  have  the  ability  to 
influence  decisions  and  recommend  improvements  in  quality 
and  in  the  way  work  is  organized,  especially  in  their  immediate 
area.  Employees  should  be  represented  on  the  board  if  the 
ESOP  owns  a  significant  block  of  stock,  although  this  is  not 
required  by  law. 

VOTING  RIGHTS  Employees  in  a  privately  held  company 
should  have  the  same  right  to  vote  their  ESOP  stock  as  other 
shareholders.  That  includes  the  right  to  vote  for  directors, 
even  when  not  required  by  state  law.  In  publicly  held  compa- 
nies, workers  should  be  able  to  vote  confidentially  on  tender 
offers,  and  ESOP  shares  not  yet  allocated  to  individuals 
should  be  voted  in  the  same  proportion  by  the  trustee. 

DATA:  BW 


There's  "no  doubt"  that  an  ESOP  is  a 
takeover  deterrent,  says  Whitman's  Fa- 
gan.  But  no  takeover  defense  is  bullet- 
proof. The  Labor  Dept.,  which  oversees 
pension  plans,  is  warning  ESOP  trustees 
(usually  appointed  by  management)  that 
the  interests  of  management  and  its  em- 
ployee-owners may  not  always  be  the 
same.  The  department  says  that  trustees 
could  be  abdicating  their  fiduciary  re- 
sponsibility when  they  vote  unallocated 
ESOP  shares  in  the  same  proportion  that 
employees  vote  those  they  already  hold. 
Labor's  reasoning  is  that  trustees  can't 
possibly  know  how  future  employees 


would  vote  these  shares  when  allocated 
to  them.  That  argument  doesn't  wash 
with  ESOP  advocates.  "It's  outrageous  to 
say  the  trustee  is  a  better  judge  of  the 
wishes  of  future  employees  than  are  the 
current  workers  themselves,"  says  ESOP 
partisan  Rosen. 

While  the  trustee-voting  issue  remains 
unresolved,  the  use  of  ESOPs  as  a  de- 
fense mechanism  must  clear  other  barri- 
ers in  Delaware.  Since  employees  must 
be  able  to  vote  their  shares  confidential- 
ly for  a  company  to  use  the  "Delaware 
defense,"  disgruntled  workers  can  safe- 
ly vote  in  favor  of  a  raider.  After  all, 
says  Robert  Rice,  a  partner  at 
Milbank,  Tweed,  Hadley  &  Mc- 
Cloy:  "Employees  like  to  feel 
that  they  will  have  a  say  in 
whether  the  company  gets 
sold  or  not." 

The  future  of  ESOPs,  howev- 
er, will  not  be  resolved  in  the 
courts  or  in  the  financial  are- 
na. The  test  of  whether  peo- 
ple's capitalism  is  a  bane  or  a 
blessing  lies  elsewhere — in 
productivity  growth.  "Employ- 
ee ownership  alone  is  not  suf- 
ficient," says  Charles  Nichols, 
senior  vice-president  at  Science 
Applications  International 
Corp.  "You  can  hardly  tell  em- 
ployees that  they're  going  to 
be  owners  and  then  not  let 
them  come  in  and  talk  to  you." 
It  all  depends  on  manage- 
ment's willingness  to  actively 
involve  its  new  owner-workers 
in  decision-making. 
OWNERS'  STRIKE.  This  aspect 
of  ownership  wasn't  upper- 
most in  Louis  Kelso's  mind 
when  he  invented  the  ESOP 
concept  in  the  1950s.  In  no 
case  did  the  1970s  legislation 
cite  productivity  as  a  reason 
for  granting  tax  subsidies  to 
KSOPs.  The  participation  issue 
rarely  arose  before  the  1980s. 
h:S0Ps  thrived  only  in  small, 
privately  held,  nonunion  com- 
panies, where  the  interests  of 
managers  and  workers  usually 
dovetailed.  An  exception  was 
South  Bend  Lathe  Inc.,  which  adopted 
an  ESOP  in  1975  and  then  was  hit  with  a 
strike  by  worker-owners,  in  part  because 
they  had  no  voice  in  the  100%'  employee- 
owned  company.  But  Kelso's  investment 
banking  firm,  Kelso  &  Co.,  which  domi- 
nated the  leveraged  ESOP  trend  until  the 
mid-1980s,  didn't  emphasize  employee  in- 
volvement in  the  deals  it  arranged.  Louis 
Kelso  wasn't  against  worker  participa- 
tion. He  simply  felt  that  demanding  full 
voting  rights  and  a  voice  in  shop-floor 
decision-making  for  worker-owners 
would  turn  companies  away  from  ESOPs. 
But  as  ESOPs  spread  to  larger,  union- 
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"Not  long  ago,  we  flew  our 
Gulfstream  IV  around  the  world  in 
record  time.  Not  once,  but  twice. 

The  first  time,  we  went  westbound 
from  Paris  and  came  back  in  about 
46.5  hours.  The  second  time,  we  went 
eastbound  from  Houston  and  returned 
in  a  little  over  36  hours. 

These  two  flights  went  far  beyond 
what  any  other  commercial  or  corpo- 
rate aircraft  had  ever  done,  and  in  most 
cases,  could  do  at  all. 

There's  no  doubt  we  proved  that  the 
Gulfstream  IV  is  everything  we  say  it 
is:  unquestionably  superior  in  range 
and  speed;  that  its  engines  and  systems 
are  incredibly  reliable;  and  that  we 
have,  in  fact,  designed  and  built  a  truly 
amazing  airplane  for  use  by  the  world  s 
major  corporations  and  governments. 

We  like  to  think  we  also  made  a 
strong  case  for  our  position  that  the 
Gulfstream  IV  can  handle  almost 


^'Around  the  world  or  around  tl*^ 
country,  well  go  as  far  as  it  tak<i 
to  prove  our  point  about  the 
Gulfstream  IV/' 


by  Allen  E.  Paulson 

Chairman  and  Chief  Executive  Officer 
Gulfstream  Aerospace  Corporation 


anything  you  ask  of  it.  That  maybe  the 
Gulfstream  IV  could  very  well  be  all 
the  business  airplane  you  ever  need 
to  own. 

Certainly,  a  business  jet  that  can  fly 
non-stop  from  Hobby  to  Shannon 
ought  to  be  able  to  make  a  trip  from, 
say,  Palwaukee  to  Dulles  and  back  in  a 
single  day  In  the  case  of  the  Gulf  stream 
IV,  it  can  add  several  other  airports  to 
an  itinerary  like  that,  and  go  the  whole 
day  without  refueling. 

Those  airports  don't  have  to  be  major 
ones,  either.  The  Gulfstream  IV  can 
get  into  and  out  of  hundreds  of  places 
where  you  normally  only  find  jets  half 
its  size.  And  that's  not  only  because  of 


As  a  pilot,  Allen  Paulson  has  an  innate  under; 
standing  of  aircraft  design  and  performance 
As  an  executive,  his  insights  into  successful 
corporate  operations  have  made  him  an 
aerospace  industry  leader. 


performance,  but  also  because  it's  a 
)d  neighbor. 

jpeaking  of  size,  that's  another 
son  the  Gulfstream  IV  can  do  so 
ch  more  than  other  business  jets. 
The  Gulfstream  IV  is  a  big  airplane, 
purpose.  It  has  a  big,  comfortable 
>in  that  will  hold  a  big  payload  of 
;sengers  and  baggage.  (Remember, 
an  take  more  people  more  places 
ter  than  any  other  jet  designed  for 
cutive  travel.) 

t  has  big,  reliable  Rolls-Royce 
5ines  that  also  power  airliners, 
t  has  a  big  cockpit,  with  the  biggest 
)lication  of  advanced  flight  systems 
hnology  in  any  business  aircraft, 
everything  about  the  Gulfstream 
seems  to  instill  big  confidence.  (In 
experience,  people  seldom  pass  up 
opportunity  to  ride  in  it  and  pilots 
ays  want  to  fly  one.) 
Nt  can  show  you  why  that's  true. 


Executives  have  always  preferred  the 
spaciousness  of  the  Gulf  stream-size  cabin, 
in  which  custom-designed  interiors  can  be 
engineered  to  provide  optimum  comfort  on 
flights  of  any  duration. 

and  we  can  do  it  on  an  actual  business 
trip  you  and  your  key  executives  have 
to  make. 


If  you  need  to  go  to  five  or  six  cities 
where  commercial  airline  service  is 
either  token  or  forgotten,  we'll  show 
you-perhaps  in  a  single  day-how  easy 
the  Gulfstream  IV  makes  it. 

If  you  need  to  go  between  cities 
separated  by  5 ,000  miles  or  so,  we'll 
show  you  why  there's  nothing  quite 
like  making  the  trip  non-stop  in  a 
Gulfstream  IV. 

Call  Robert  H.  Cooper,  our  Senior 
Vice  President,  Gulfstream  Marketing, 
at  (912)  964-3234,  and  discuss  your 
requirements  with  him.  One  thing 
you'll  learn  is  that  we'll 
go  as  far  as  it  takes  to 
prove  our  point  about 
the  Gulfstream  IV." 


V/A 

Ciulfstixam 
/Icrospacc 

A  CHRYSLER  COMPANV 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 


(f> Gulfstream  Aerospace Pbrpofation.  PO,  to  22tjfi/SiJVatiikn,'Ge<Jn 


ized  companies,  the  participation  issue 
gradually  became  more  important. 
Unions  such  as  the  United  Steelworkers 
demanded  full  voting  rights  and  board 
seats  for  its  members  where  an  ESOP 
owned  a  significant  share  of  the  compa- 
ny. And  important  participatory  models 
began  to  emerge  in  the  mid-1980s.  One 
was  Weirton  Steel  Co.,  a  100%  employee- 
owned  company  with  extensive  involve- 
ment programs.  It  has  performed  better 
than  most  other  steel  companies  since  its 
ESOP  conversion  in  1983. 
PROOF  POSITIVE.  Meanwhile,  non-ESOP 
companies  began  to  learn  how  to  im- 
prove productivity  and  quality  through 
shop-floor  problem-sohing  teams,  labor- 
management  committees,  and  self-man- 
aging work  teams.  And  a  few  studies 
have  produced  strong  evidence  that  em- 
ployee-owned companies  perform  best 
when  employees  are  involved.  One,  a 
1986  report  on  ESOPs  by  the  General  Ac- 
counting Office,  found  that  productivity 
in  companies  with  worker  involvement 
grew  52''<:  faster  than  in  nonparticipa- 
tory  companies. 

Despite  this  evidence,  the  majority  of 
companies  with  ESOPs  have  yet  to  pro- 
vide much  opportunity  for  employees  to 


participate.  Many  managers  simply  don't 
want  to  share  power  or  shake  up  the 
company  by  ordering  supervisors  to  lis- 
ten to  workers.  The  same  is  true  in  most 
non-ESOP  companies.  But  employee- 
owned  companies  have  a  special  incen- 
tive to  give  workers  a  voice  in  decision- 
making, says  Blasi.  "In  a  time  of  deadly 
competition,  a  highly  educated  work 


'We  hope  [our  employees] 
come  out  ahead  economically, 
but  it  all  depends  on  how  our 
stock  value  appreciates' 


force,  and  a  tight  labor  market,  labor- 
management  cooperation  should  be  an 
economic  necessity"  for  many  compa- 
nies," he  says.  While  he's  an  ESOP  advo- 
cate, Blasi  concludes:  "The  government 
should  not  spend  a  lot  of  money  on 
ESOPs  unless  it  gets  labor-management 
cooperation  in  return.  Period." 

Other  ESOP  enthusiasts  take  the  oppo- 
site view.  "Worker  participation  is  a 


great  idea  but  has  nothing  to  do  v 
ESOPs,"  says  Jeffrey  R.  Gates,  a  law 
with  Kelso  &  Co.  and  a  former  staff  a 
to  Senator  Long.  "It's  ludicrous  at  b 
and  dangerous  at  worst  to  legislate  t 
ESOPs  require  worker  participation."  } 
is  there  much  sentiment  on  Capitol 
to  amend  ESOP  laws. 

But  there  are  some  signs  that  pari 
pation  is  spreading  in  the  latest  e; 
boom.  WTiile  most  of  the  nonunion  c< 
panies  that  recently  converted  to 
ployee  ownership  have  had  little  sigi 
cant  worker  involvement  in  the  pi 
some  are  at  least  exploring  the  ic 
Among  these  are  Epic  Healthcare  Gn 
Inc.,  formed  last  year  in  an  S856  mill 
ESOP  leveraged  buyout;  Wyatt  Caf( 
rias,  a  Dallas-based  company  that 
ates  120  eateries;  and  HealthTrust  I: 
which  runs  nearly  200  hospitals  and  ( 
er  health  facilities  spun  off  by  Hosp 
Corp.  of  America  in  1987. 

These  efforts  are  embrv'onic  compa 
with  employee  involvement  at  non-ES 
companies  such  as  General  Motors,  F 
Motor,  and  TRW,  where  change  has  bi 
under  way  for  years.  But  a  few  of 
recent  ESOP  converts  have  substan 
programs.  Austin  Industries,  a  Dal 


WITH  ITS  ESOP,  AVIS  TRIES  EVEN  HARDER 


Fi 


lor  Avis  Chairman  Joseph  V.  Vit- 
Itoria,  running  a  company  that  is 
lOO^^c  employee-owned  "is  easier, 
and  it's  harder."  Vittoria  reported  to 
four  different  owners  in  four  years — 
and  educated  each  of  them  about  the 
car-rental  business.  Now  he  works  for 
Avis'  12,700  current 
shareholders,  who 
are  mostly  in  for  the 
long  haul.  And  unlike 
the  old  owners,  the 
new  ones  know  the 
business  well  enough 
to  tell  Vittoria  how 
to  improve  it. 

Indeed,  Vittoria 
spends  three  or  four 
days  each  month  vis- 
iting Avis  Inc.  offices 
around  the  country, 
briefing  employees 
on  business  develop- 
ments and  answering 
their  questions.  This  roadwork  is  part 
of  a  thoroughgoing  cultural  overhaul 
that  started  in  September,  1987,  when 
Avis  set  up  an  ESOP  and  bought  the 
company  from  Wesray  Capital  Corp. 
for  $1.75  billion.  Since  then,  Vittoria 
has  put  in  place  an  elaborate  system 
that  gives  Avis  workers  a  significant 


ForRerfll 

Owne 

say  in  how  the  company  is  managed. 

At  the  heart  of  the  system  are  EPGs, 
or  employee  participation  groups,  with 
representatives  of  each  class  of  line 
worker,  from  mechanics  to  rental 
agents.  Set  up  in  each  citj'  where  Avis 
has  an  office,  the  EPGs  meet  once  a 
month.  Employees 
are  encouraged  to 
suggest  ways  of  im- 
proving customer 
service  and  running 
the  business  more  ef- 
ficiently. "The  sug- 
gestions don't  just  lie 
there.  They're  actual- 
ly worked  on,"  says 
Herman  Jones,  56,  a 
19-year  Avis  veteran 
who  drives  a  bus  at 
John  F.  Kennedy  In- 
ternational Airport. 
LOCAL  LAWS.  An  em- 
ployee in  Reno,  Nev., 
for  example,  suggested  setting  aside 
cars  for  nonsmokers.  Another  thought 
renters  might  appreciate  tips  on  local 
traffic  laws.  These  ideas  went  out  on 
Avis'  computer  network  and  are  in  use 
throughout  the  company. 

EPG  representatives  also  meet  at  the 
zone  and  district  levels  to  monitor  the 


process  and  filter  ideas  up  through  tl 
system.  A  national  meeting  of  EI 
members  with  Vittoria  and  other  ma 
agers  is  held  annually  in  the  company 
headquarters  in  Garden  Citv',  N.  Y.  1 
a  company  that  is  largely  nonunic 
(most  of  its  2,800  unionized  workei 
belong  to  the  Teamsters),  Avis  emplo; 
ees  thus  have  an  unusual  ability 
influence  management  decisions.  Ai 
the  company  seems  to  be  doing  quii 
well  as  a  result. 

So  far.  Avis  has  paid  off  S90  millic 
of  its  S395  million  in  buyout  debt — ^ 
million  ahead  of  schedule.  Service  cor 
plaints  in  the  12  months  ended  Aug.  3 
1988,  were  dovvTi  35%  from  the  yea 
earlier  period,  the  company  says.  Ac 
Avis  stock  was  worth  S15.22  per  shai 
at  the  beginning  of  1989,  up  from  $ 
at  the  time  of  the  buyout,  according  1 
an  independent  valuation. 

Since  1984.  Avis  has  recorded  high* 
profit-sales  ratios  than  car-rental  lea 
er  Hertz  Corp.  and  now  aims  to  ove 
take  Hertz  in  market  share.  That  coul 
be  awkward  for  a  company  whose  ac 
have  long  made  a  virtue  of  its  secom 
place  status.  WTiat  happens  if  it  b" 
comes  No.  1?  "Well,"  says  Vittori 
"we  probably  won't  say  a  word." 
By  Harris  Collinguvod  in  New  Ym 
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Introducing 
a  telephone 
system  that  will  take  all 
your  telecommunications 
worries  away. 
GTE  CentraNet*  service, 
available  only  from 
the  telephone  company. 

CentraNet  is  an 
advanced,  digital  switch- 
ing service  that  comes 


don't  have  to  worry  about 
with  CentraNet  is  your 
phone  system  becoming 
obsolete.  We  constantly 
upgrade  our  central  office 
switch  with  the  latest 
technology.  So  your  tele- 
communications system 
always  remains  state-of- 
the-art. 

If  vou've  been  putting 


Order  GTE  CentraNet  and 

you'll  have  someone 
watching  over  your  system 
twenty-four  hours  a  day 


directly  from  the  GTE 
central  office. 

Technicians  watch  over 
your  system  24  hours  a 
day.  And  the  digital  switch 
itself  is  programmed  to 
diagnose  potential  prob- 
lems before  they  happen. 
So,  most  problems  will  be 
eliminated  before  you 
notice  them. 

Another  thing  you 


off  installing  a  new  system 
because  there's  too 
much  til  worry  about,  avoid 
installing  one  at  all. 
Make  GTE's central  office 
your  communications 
choice.  And  we'll  do  the 
staying  awake  from 
now  on. 

For  availability  and 
more  information,  call 
1-800-325-6844. 


THE  POWER  IS  ON 


GTE  CcniraNel*  service  is  a  rcgjsicied  serv  tcenurk  of  GTE  Corp 


California  is  perfect  for 
the  aerospace  industry 
So  wh^  has  McDonnell  Douglas 


Could  it  be  the  state  next  door  has  just 
as  much  to  offer?  The  McDonnell  Douglas 
Helicopter  Company  made  their  decision 
after  evaluating  22  other  locations,  so  the 
answer  has  to  be  "yes." 

Some  of  the  fectors  that  svk-ayed  their 
decision  include  a  high  qualit}-  engineering 
labor  base  —  (Metro  Phoenix  is  already 
home  to  over  40,000  aerospace  employees) 
Existing  support  industries.  And  affordable, 


plentiful  land  opportunities. 

Plus,  when  McDonnell  Douglas 
employees  were  offered  an  opportunit)'  to 
move  to  the  Valley  of  the  Sun,  they  jumped  at 
the  chance.  A  little  detail  that  says  quite  a 
lot  for  the  areas  quality  of  life. 

To  find  out  more,  contact  Salt  River 
Project.  We've  been  an  integral  part  of  the 
Valley's  growth,  providing  water  and  elec- 
tricitv  for  75  years.  Nobodv  knows  more  about 


Phoenix  than  we  do. 

Call  or  write  Jim  Nelson  at  SRP,  RO. 
Box  52025,  Phoenix,  AZ  85072-2025, 
(602)  236-5088.  You'll  see  why  Phoenix  is 
the  best  choice  when  you're  ready  to  spread 
your  wings. 


VALUE  YOU  CAN  COUnn  ON 


And  our  readers  are  leaders,  in  Europe,  Asia,  Latin  America. 
In  fact.  Business  Week  International  leads  all  other 
international  business  magazines  in  cost-efficiency  in  reaching 
senior  and  chief  executives  in  Europe  and  Asia. 
And  as  an  advertiser,  you  reach  them  v\/hen  and  where 

they're  thinking  business  and  talking  business. 
Business  Week  International.  The  world's  only  international 
newsweekly  of  business. 

H^l  NTERNATION  AL  H  M  a  ■ 

Busines^¥eekr/if. 

The  world's  only  international  newsweekly  of  business. 
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The  Allan  R.  Hackel  Organization 
discovers  electrifying  solution  to 
Ben  Franklin  Corp/s  excess  inventoiy. 


An  exclusive  trade  agreement  between  Ben  Franklin  Corp.  and 
The  Allan  R.  Hackel  Organization  turned  a  warehouse  full  of  leftover 
kites  into  a  flight  of  60-second  radio  spots  in  key  metro  regions. 
Sixteen  thousand  grounded  kites  were  taken  off  the  warehouse 
floor  and  replaced  with  soaring  possibilities  for  introducing  the 
company's  shining  new  product  line  —  light  bulbs  — to  the  world. 

The  transformation  took  place  under  the  direction  of  The  Allan 
R.  Hackel  Organization,  one  of  the  nation's  leading  trading  compa- 
nies. Hackel  turned  B.F.C.'s  deficit  into  full  profit  by  re-marketing 
the  outdated  kites  and  providing  the  manufacturer  with  valuable 
trade  credits,  redeemable  for  television,  radio  and  national  print 
media  advertising,  premiums,  travel  incentive  programs,  hotel 
accommodations,  products,  services  and  much  more.    \ '  '  i 
This  win-win  arrangement  means  that  there  were  no 
liquidations,  close-outs,  deep  discounts,  write-downs, - 
or  write-offs.  Just  happy  trading  partners. 

The  light  bulb  campaign  is  already  a  brilliant 
success. 
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An  International  Trading  Company  Founded  in  1954 


YES.  I'd  like  to  turn  my  excess  inventory  Into 
profit.  Please  send  me  a  complimentary  copy  of 
Re-Marketing  Kit  '89,  a  complete 
guide  to  successful  business  trade 
arrangements. 


I  Or,  if  you  can't  wait  for  the  mail, 

I  call  Michael  Reese  at  1-800-541-9774.  In  Massachusetts,  call  617-965-4400. 
I 

I  NAME  


I  TITLE  

I 

I  ADDRESS 


COMPANY 


I  CITY/STATE/ZIP  PHONE 

i 


i   Send  to:  Michael  Reese,  Marketing  Department,  The  Allan  R.  Hackel  Org.,  Inc.,  Box  69,  Newton  Centre,  MA  02159 


ACmeRirGiincerNiglit 

BelustOuMHOurRedclL 


It's  not  surprising  that  one  out  ot  four 
pharmaceuticals  comes  from  tropical 
forests.Orthatan  estimated  1,400  tropical 
plants,  like  the  rosy  penwinkle,  have 
promising  anti-cancer  properties.  After 
all,  as  home  to  half  of  the  world  s  plant  and 
animal  species,  these  forests  are  a  vast 
biochemical  warehouse. 

What  is  surpnsing  is  that  the  human 
race  is  destroying  this  living  resource  at  an 
alarming  pace. 

Each  day  74,000  forested  acres  are 


cleared,  pushing  untold  numbers  of  species 
toward  extinction. 

The  future  of  medicine  and  agriculture, 
the  existence  of  thousands  of  wildlife 
species,  and  the  survival  of  hundreds  of 
millions  of  people  in  developing  countnes 
depend  on  what  we  do  now  to  keep  the 
tropical  forests  alive. 

The  means  of  solving  this  problem  are 
within  our  reach.  Wnte  in  order  to  find  out 
how  you  can  help  keep  the  tropical  forests 
alive,  before  the  reasons  disappear 


KeepTropicol  FoiBSts  Alive. 

Tropical  Forest  Prqect,  World  Resources  Institute,  1 735  New  York  Avenue,  N.  W.  Washington,  D.C.  20006/ Prepared  by  Richardson,  Myers  &  Donofm,  Inc. 
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istruction  company,  practiced  partici- 
ive  management  long  before  it  set  tip 
ESOP  with  a  6l>~  equity  stake  in  19S6. 
?sident  and  CEO  William  Solomon  says 
t  recommendations  by  employee  com-  I 
tees  have  reduced  costs  by  $10.3  mil- 
1  since  1983.  "An  ESOP  is  significantly 
re  effective  in  a  company  that  al- 
dy  has  a  participator,-  program." 
s  Solomon. 

,'o  company  knows  that  better  than 
aroid.  Although  Polaroid  has  no  '. 
on,  its  top  management  has  for  years 
suited  on  human  resource  issues  with 
employees'  committee  elected  by  sala-  i 
1  and  hourly  workers.  Indeed,  the  t 
aware  judge  who  upheld  Polaroid's 

'  of  an  ESOP  to  block  a  takeover  based 
decision  partly  on  the  company's  his-  : 
:  of  participative  management.  Now,  ' 

;  aroid  has  gone  a  step  further  by  giv- 
a  board  seat  to  an  employee.  ^lai'ian 
Stanley,  director  of  market  research 

development.  Tt  wasn't  exactly  a  j 
e-open  election  by  Polaroid  workers, 
lagement  allowed  the  employees  to 
)mmend  Stanley  and  two  other  eandi- 
js,  and  the  board  made  the  final 
ice. 

iSKiiziNC'  Stanley  intends  to  bring  a  j 
ker's  perspective  to  a  board  filled  | 
1  lawyers  and  investment  bankers, 
ly  Polaroid  staffers  resented  having 
ake  a  5^'  wage  cut  in  favor  of  a 
feiTed  investment."  she  says.  But  i 
.Tides  have  changed.  "Now  I  hear 
3le  in  meetings  saving,  'As  a  share- 
ler,   I  don't  think  we  should  be 
iding  this  money."  It's  marvelously 
•gizing." 

f  all  the  big  public  companies  that  i 
•3  recently  adopted  ESOPs,  Procter  &  ' 
ible  has  by  far  the  most  extensive 
jrience  with  worker  participation. 
'  1  its  new  ESOP.  employees  will  even- 
ly own         of  the  company.  They 
ady  have  a  profit-sharing  plan,  which 
set  up  in  18S7  and  is  perhaps  the 
•St  in  American  industry.  What's 
^e,  P&G  is  a  leader  in  workplace  inno- 
on.  In  about  30  manufacturing 
ts,  food  and  household  goods  are 
'luced  by  teams  of  hourly  workers, 
for  most  practical  purposes  manage 
aselves. 

le  nation  needs  more  active  employ- 
larticipation  if  it  is  to  become  more 
petitive.  And  the  ESOP  movement 
iS  the  possibilit>-  of  achieving  that 
as  well  as  broadening  capital  own- 
-ip.  But  if  managements  put  ESOPs  in 
3  merely  as  the  tax-shelter  de  jour 
I  neglect  their  participatory  promise, 
tl  opportunity  to  profoundly  reinvigo- 
n  Corporate  America  will  be  lost  for  a 
!c   time  to  come. 

Christopher  Farrell  and  John  Hoerr 
■  I  -Jic  York,  with  bureau  reports 
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INVESTIGATIONS! 


THE  SAD  SAGA 

OF  A  PENNY-STOCK  COMPANY 


to  Scliiiler. 


STOCl- 


IKK- 


Big  perks  for  the  brass,  lethargic  authorities,  and,  finally,  an  AWOL  company 


It  was  Februarj',  1978,  the  worst  win- 
ter in  years,  and  Buffalo,  N.  Y.,  was 
frozen  solid.  But  the  phone  lines 
were  running  red-hot  between  a  soft- 
spoken,  middle-aged  postal  worker 
named  William  Walter  and  his  broker  at 
First  Jersey  Securities.  The  subject:  Se 
quential  Information  Systems  Inc.,  a 
New  York-based  electronics  company 
that  the  broker  insisted  was  brimming 
with  potential.  Walter,  suitably  im- 
pressed, took  $5,000  of  his  life  savings 
and  bought  8,000  shares  of  Sequential 
common  stock  at  62V2<t  apiece. 

Eleven  years  have  come  and  gone,  and 
Sequential — one  of  the  most  widely  held 
penny  stocks  in  histon,' — has  vanished 
from  public  view.  Its  shares  have  no  bid 
price.  That  means  Walter  and  the  20,000 
other  small-time  investors  who  bought 
Sequential  over  the  years,  mainly  from 
the  now-defunct  First  Jersey  and  Roo- 
ney.  Pace  Inc.  penny-stock  bro- 
kerages, cannot  unload  their 
shares — not  even  for  a  penny. 

Many  shareholders  may  not 
even  know  if  the  company  is 
alive.  Though  it  shares  an  office 
with  a  subsidiary  in  lower  Man- 
hattan, Sequential's  listed  phone 
is  disconnected.  For  four  years,  it 
has  not  sent  out  an  annual  report 
nor  held  an  annual  meeting — a 
failing  that  does  not  run  afoul  of 
the  federal  securities  laws.  The 
last  financial  filing  with  the  Securities  & 
Exchange  Commission  is  a  sparsely 
worded  statement  for  the  quarter  that 
ended  Apr.  30,  1988.  There's  been  no 
filing,  as  required  by  law,  for  the  fiscal 
year  that  ended  last  July  31  or  the  two 
quarters  since  then — and  the  SEC  has  not 
sued  to  force  a  filing.  Sequential's  super- 
low  profile  has  made  Walter,  now  re- 
tired from  the  U.  S.  Postal  Service,  just 
a  tad  cynical.  "Anybody  can  start  a  com- 
pany, sell  stock,  and  make  a  ton  of  mon- 
ey," he  says  ruefully.  "They  all  live  high 
off  the  hog,  and  the  investors  just  go  to 
hell." 

Well,  it  so  happens  that  Walter  has 
very  neatly  summed  up  Sequential's  re- 
cent history.  According  to  voluminous 


internal  corporate  records  made  avail- 
able to  BUSINESS  WEEK  and  details  ob- 
tained in  interviews  with  a  former  Se- 
quential vice-president  and  director, 
Anthony  Vemi,  Sequential  has  indeed 
provided  a  very  good  living  for  its  top 
executives  as  it  has  slid  into  financial 
Gehenna.  Over  the  past  two  years.  Se- 
quential allegedly  has  engaged  in  a  vari- 
ety of  wasteful  spending  practices,  sap- 


ping its  dwindling  resources  with  i 
fated  business  deals  and  flamboyi 
executive  perks.  As  recounted  by  Van 
the  main  beneficiaries  of  Sequentia] 
largesse  have  been  Lewis  S.  Schiller, 
its  CEO  since  October,  1987,  and  his 
decessor,  Irving  E.  Hertz. 

Vemi's  decision  to  go  public,  whi( 
followed  a  bitter  dispute  with  Schillef' 
has  provided  a  rare  inside  look  at 
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of  company  that  has  received  scant 
ition  from  regulators  of  the  scandal- 
t  penny-stock  business.  Although 

First  Jersey  and  Rooney,  Pace 
!  accused  by  the  SEC  of  manipulating 
lential  shares,  misleading  customers 
t  the  company,  and  overcharging 
)mers  for  the  stock  and  Rooney, 

was  found  guilty  of  the  charges, 
business  practices  and  finances  of 
lential  itself  have  gone  unexamined. 
ILAR  STOCK.  Schiller  and  Hertz  de- 
d  to  be  interviewed  for  this  article, 
quest  for  comment  from  Hertz,  who 
described  by  his  son  as  ailing,  was 
red  to  Schiller,  who  declined  com- 
t  through  Sequential's  attorney, 
ley  Schwartz.  Schwartz  cited  a  civil 
that  the  company  has  filed  against 
i,  who  was  discharged  in  March  af- 
series  of  disputes  with  Schiller  over 
management  of  the  company.  Ac- 
1  by  Sequential  of  misappropriating 
)any  funds  and  other  misdeeds, 
i  scoffs  at  the  suit  as  baseless  re- 
ion  for  objecting  to  company  prac- 
and  for  contacting  the  SEC. 


Sequential's  early  history  gives  hardly 
a  clue  to  its  lamentable  recent  existence. 
Founded  in  1961  as  a  manufacturer  of 
optical  encoders  and  other  high-tech  gad- 
getry,  it  went  through  an  unremarkable 
first  decade.  Schiller,  an  accountant  in  a 
firm  headed  by  his  father,  became  presi- 
dent of  the  company  in  1970.  "Its  begin- 
nings were  perfectly  respectable,"  says 
a  former  associate  of  Schiller's. 

Viable  as  the  company  surely  was,  it 
had  nagging  financial  troubles,  and  ear- 
ly in  the  '80s,  a  need  for  capital  caused 
the  company  to  turn  to  the  thriving  pen- 
ny-stock market.  In  October,  1981,  Roo- 
ney, Pace  raised  $3  million  in  a  public 
offering  for  Sequential,  and  three  years 
later  First  Jersey  managed  a  $6  million 
offering.  Stock  in  the  company  was  ag- 
gressively peddled  to  small  investors, 
and  by  the  fall  of  1985,  there  were 
22,379  holders  of  Sequential  common 
stock — more  than  own  such  major  com- 
panies as  CBS,  Gannett,  and  Motorola. 

It  was  in  1984,  after  the  First  Jersey 
offering,  that  Irving  Hertz,  then  62,  ap- 
peared on  the  scene.  He  had  been  a  se- 


nior partner  of  a  brokerage,  Hertz, 
Warner  &  Co.,  in  the  1960s  and  had 
since  consulted  and  served  on  the  boards 
of  several  small  companies.  He  is  de- 
scribed by  former  associates  as  a  savvy 
businessman.  But  his  involvement  didn't 
seem  to  do  much  good:  The  company 
remained  chronically  unprofitable.  Only 
one  recent  year,  1986,  saw  black  ink — 
and  even  then,  only  barely.  So  the  com- 
pany decided  to  cut  its  losses.  In  1987, 
Sequential  sold  its  operating  company. 
Sequential  Electronics  Systems,  with  the 
idea  of  using  the  proceeds  from  the  sale 
to  engage  in  investments. 

For  Sequential,  the  terms  were  not 
exactly  bountiful.  The  deal  called  for  Se- 
quential's electronics  operations  to  be 
sold  to  General  Aero  Products  Corp.  of 
Copiague,  N.  Y.,  for  $2.7  million.  But  the 
sale  to  General  Aero,  which  since  has 
changed  its  name  to  General  Technol- 
ogies Group  Ltd.,  was  not  for  cash  but 
for  1.5  million  General  Aero  shares  and 
a  $2  million  promissory  note  that  ma- 
tures in  1997.  The  only  cash  immediately 
to  change  hands  was  received  not  by 
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Sequential  but  by  General  Aero, 
which  was  loaned  $500,000  by  Se- 
quential as  part  of  the  deal. 

When  Anthony  Verni  came  on  the 
scene  as  a  consultant  in  mid-1987,  his 
relations  with  Schiller  were  cordial. 
An  accountant  who  was  formerly 
employed  by  Coopers  &  Lybrand  in 
Chicago  and  Arthur  Andersen  &  Co. 
in  New  Mexico,  Verni,  now  35, 
worked  with  Sequential  in  putting 
together  investment  deals.  Early  in 
1988,  he  was  put  in  charge  of  an 
effort  to  acquire  bankrupt  health 
clubs  in  New  Mexico.  Although  that 
foray  was  a  failure,  it  apparently  did 
not  unduly  upset  Schiller,  who  hired 
Verni  as  a  vice-president  and  had 
him  elected  to  the  board  of  directors 
early  in  September,  1988. 
NO  RUBBER  STAMP.  It  was  a  decision 
Verni  and  Schiller  were  to  bitterly 
regret.  A  former  business  associate 
who  is  familiar  with  (and  dislikes) 
both  men  asserts  that  Verni  was  put 
on  the  board  in  the  belief  that  he 
would  be  a  pawn,  someone  who 
would  quietly  do  Schiller's  bidding. 
Instead,  the  two  men  soon  began 
clash. 

Verni  says  that  he  took  his  job  as  vice- 
president  and  director  seriously  and  that 
the  company's  operations  began  to  trou- 
ble him  more  and  more.  Some  of  his 
concerns  regarding  the  company  involve 
legitimate  but,  he  asserts,  inept  business 
dealings.  For  example,  he  says  that  in 
February,  1988,  a  subsidiary  bought  ac- 
counts receivable  of  a  travel  agency 
without  properly  determining  their  valid- 
ity— and  that  they  turned  out  to  be 
based  on  forged  invoices.  Sequential, 
he  says,  lost  some  $79,000. 

But  his  allegations  concerning 
Schiller's  conduct  are  far  more 
grave.  He  and  another  former  em- 
ployee, who  requested  anonymity, 
maintain  that  they  both  saw  Schiller 
frequently  take  cash  from  the  com- 
pany for  his  own  personal  use — such 
as  "when  he  needed  spending  money 
on  the  weekend,"  Verni  says.  Com- 
pany records  obtained  by  BUSINESS 
WEEK  show  checks  made  out  to  Schil- 
ler, many  cashed  by  him,  that  totaled 
$30,654.66  in  1987,  $25,650  in  1988, 
and  $3,250  during  the  first  two 
months  of  1989.  The  checks  were  not 
drawn  on  Sequential's  payroll  ac- 
count and  were  mainly  in  round 
numbers— $1,000  here,  $1,500  there. 
Some  of  the  checks  have  notations 
as  "advances,"  or  as  expense  reim- 
bursement, and  others  have  no  nota- 
tion. As  last  disclosed  to  the  SEC  in 
1987,  Schiller's  annual  salary  as 
president  was  $111,597. 

As  a  result  of  the  company's  si- 
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lence,  it  is  not  known  how  Sequential 
justifies  the  checks.  Nor  is  it  known 
whether  the  company  was  ever  reim- 
bursed for  those  checks  or  the  perks 
that  have  been  granted  Schiller  and 
Hertz.  One  of  these  perks  is  an  apart- 
ment that  the  company  rented  for  Schil- 
ler on  Manhattan's  Upper  East  Side  two 
months  after  he  became  chairman  and 
CEO.  The  rent  is  $3,140  a  month.  A  rider 
to  the  lease  lists  as  occupants  Lewis 
Schiller  and  another  person  not  em- 
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ployed  by  the  company.  The  lei 
stipulates  that  the  apartment 
used  "for  living  purposes  onl 
not,  as  Schiller  had  described  it 
Verni,  as  an  office  for  Sequential 
To  be  sure,  there  is  some  evide 
that  the  apartment  was  to  be  ui 
for  business:  Among  the  furnit 
rented  in  January,  1988,  for  a 
of  $1,289.02  a  month,  is  an  '"e: 
desk"  and  a  "lateral  file."  But 
array  of  other  furniture  rented  ir 
cate  that  the  apartment  was  har 
furnished  as  Sequential's  nerve  c 
ter.  Company  records  also  show 
quential  was  billed  for  the  purchi 
in  March,  1988,  of  "two  #701  t 
enclosures"  foi  $600  and  "two  fi 
size  door  mirrors"  for  $420,  both  : 
the  apartment.  Schiller  also  signe( 
company  check  for  $1,294.61,  da 
Dec.  28,  1988,  as  payment  for  t 
television  sets  and  a  VCR.  The  p 
pose  of  this  purchase  is  unclear,  j 
as  it  is  unknown  if  the  company  wpi 
reimbursed. 

FANCY  WHEELS.  Corporate  recoig 
also  disclose  that  the  company  lo. 
paid  for  the  leasing  and  garaging  f 
Jaguars  for  Schiller  and  Hertz — even  - 
ter  Hertz  left  as  chairman  and  becanm 
consultant  to  the  company.  The  gener- 
ity  apparently  did  not  end  there.  Com] 
ny  records  show  that  from  Man 
through  August  of  1988,  the  comp; 
ran  up  a  $16,000  limousine-service  bill, 
which  just  over  half  was  for  the  per& 
al  use  of  a  friend  and  relative  of  Sc 
ler's.  The  friend  used  the  car  service 
trips  to  Manhattan  locales  such 
Bloomingdale's,  while  the  rela 
used  the  service  mainly  for  noctj 
nal  trips  to  and  from  various  nei| 
borhoods  in  the  Bronx.  It  could  r| 
be  determined  if  the  company 
reimbursed  by  Schiller  for  any 
these  expenses. 

Verni  asserts  that  Hertz  sought 
exercise  restraint  over  Schille: 
spending,  but  with  limited  suco 
The  former  Sequential  emplo; 
agrees  and  vividly  remembers  "hi 
rible  screaming  fights"  betwe| 
Schiller  and  Hertz  in  which  Hei 
would  accuse  Schiller  of  steali 
from  the  company.  Hertz  quit 
company  as  chairman  and  CEO 
Oct.  19,  1987— Bloody  Monday, 
coincidence. 

Hertz  did  not  leave  empty-hand 
Under  an  agreement  dated  Nov. 
1987,  he  was  retained  as  a  consul' 
at  a  starting  salary  of  $75,000 
year,  with  annual  increases 
$5,000,  and  provided  with  the  use] 
car  and  garage.  But  another  allei 
windfall  would  have  been  more  th| 
just  a  perk.  According  to  SEC 
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ords,  on  Oct.  1,  1987,  in  a  private  sale, 
Hertz  sold  five  million  shares  of  Sequen- 
tial stock  at  5$  a  share,  for  a  total  of 
$250,000.  According  to  internal  corporate 
records,  those  same  shares  were  ac- 
quired a  year  before  in  an  exercise  of 
an  option  for  1/lOth  of  a  cent  per 
share.  Thus,  Hertz's  profit  would  have 
been  $245,000— a  5,000%  return  on  his 
investment. 

NO  WATCHDOG.  How  did  Hertz  manage 
to  make  money  in  a  stock  that  had  long 
been  worthless?  Verni  has  a  simple  ex- 
planation: Sequential  bought  out  Hertz. 
Half  of  the  shares  were  bought  by 
SMACS  Corp.,  a  consultant  to  Sequential, 
and  the  other  half  by  Schiller  "acting  as 
agent  for  Sequential  Information  Sys- 
tems," Verni  asserts  in  a  detailed  memo- 
randum that  he  has  provided  the  SEC.  As 
Verni's  memorandum  tells  it,  SMACS  was 
to  recoup,  through  consulting  fees,  the 
money  it  paid  for  the  stock. 

Schiller  allegedly  paid  Hertz  with 
$75,000  in  cash  borrowed  from  a  New 
York  bank  and  a  promissory  note  for 
$50,000.  Verni's  missive  to  the  SEC  as- 
serts that  Schiller  defaulted  on  the  loan, 
which  Verni  maintains  was  guaranteed 
by  a  subsidiary  of  Sequential.  If  so,  Se- 
quential indirectly  paid  for  most  of 
Hertz's  shares. 

An  official  of  SMACS,  Harris  Freed- 
man,  did  not  return  calls  to  his  office. 
But  Schiller's  son  Douglas,  a  former 
officer  of  Sequential,  does  not  deny 
Verni's  account  of  the  deal.  "Certainly 
it  can  be  looked  at  that  way,  super- 
ficially, but  there's  so  much  more  to 
it  than  that,"  he  said,  declining  to 
elaborate. 

Whatever  the  validity  of  the  compa- 
ny's spending  practices,  there's  evidence 
that  Sequential  has  been  sapped  of  its 
only  liquid  asset,  Treasury  bills.  Accord- 
ing to  internal  company  records,  on  an 
unconsolidated  basis  (not  including  sub- 
sidiaries). Sequential  had  $1,485,930  in 
marketable  securities — Treasury  bills, 
according  to  Verni — and  $7,000  in  cash 
as  of  Apr.  30,  1988.  The  total  for  T-bills 
is  the  same  as  was  recorded  in  the  com- 
pany's consolidated  balance  sheet  as  of 
Apr.  30,  as  filed  with  the  SEC.  But  a 
draft  unconsolidated  balance  sheet  as  of 
Jan.  30,  1989  shows  a  $45,000  increase  in 
cash — but  no  marketable  securities  at 
all.  Were  the  T-bills  benignly  shifted  to  a 
subsidiary?  Or  were  they  consumed  by 
the  company's  carefree  spending? 

Verni,  for  one,  would  like  to  see  these 
questions  resolved  by  the  authorities 
and  would  welcome  the  appointment  of  a 
receiver  to  oversee  the  company.  He  has 
submitted  detailed  allegations  against 
Sequential  with  the  SEC  and  the  U.  S. 
Attorney  for  the  Southern  District  of 
New  York — although  neither  office,  he 


says,  has  shown  any  interest  in  the  ma 
ter.  Officials  of  the  SEC  and  U.  S.  Atto 
ney's  Office  declined  to  comment. 

Even  if  the  federal  authorities  do  ni 
intervene,  the  saga  of  Sequential  Info 
mation  Systems  may  well  be  played  oi 
in  court.  The  Sequential  suit,  seekir 
more  than  $1  million  in  damages,  is  s 
unorthodox  twist  in  the  story  of  a  cor 
pany  that  has  rarely  followed  a  predic 
able  course.  It  maintains  that  Verni  mi'^ 
appropriated  for  his  own  use  ovc' 
$100,000  in  funds  that  were  supposed  1 
be  used  for  various  business  venture 
including  the  effort  to  acquire  healt 
clubs  in  New  Mexico.  That  is  hotly 
nied  by  Verni,  who  asserts  that  in  facj 


Verni  submitted  detailed 

allegations  to  federal 
authorities,  who,  he  says, 
have  done  nothing 


he  had  to  spend  money  of  his  own  i 
New  Mexico  for  which  he  was  neve 
reimbursed.  Verni's  version  is  supportel 
by  another  former  employee  of  Sequeij 
tial,  who  was  in  a  position  to  have  direc 
knowledge  of  Verni's  activities  in  th 
Southwest.  i 
DEEPER  STORY?  The  Company  also  mail 
tains  that  Verni  has  stolen  corporate  rei 
ords.  Verni  says  that  before  he  wi 
fired,  he  removed  records  showing  i: 
proprieties  by  Sequential,  that  he  h; 
kept  them  in  safekeeping  to  prever 
them  from  being  destroyed  by  compan 
officials,  and  that  he  would  be  mor 
than  happy  to  turn  them  over  to  th 
authorities.  Verni  says  he  was  imprope 
ly  removed  as  vice-president  and  directq 
and  that  he  intends  to  vigorously  figli 
the  suit — and  involve  shareholders  in  j 
countersuit  against  the  company.  | 

Douglas  Schiller  maintains  that  th| 
story  of  Sequential  is  not  black  an' 
white,  and  that  there  is  another  side  a 
the  story  involving  his  father's  person? 
problems.  Unless  that  is  understood,  h| 
says,  "it  looks  like  a  complete  fraud  c 
the  public,  and  it  really  isn't."  But  hj 
would  not  elaborate. 

Whatever  the  underlying  reason  fo 
Sequential's  troubles,  at  least  one  shan 
holder  has  already  learned  his  lesson- 
to  stay  away  from  penny  stocks  like  th, 
plague.  "Had  some  woman  call  me  fror 
Rochester  just  a  couple  of  days  ago,  fas 
talker,  insisted  I  buy  something,  said  i 
was  good.  I  hung  up  and  she  calle- 
back,"  William  Walter  marvels.  "Neve 
met  anybody  so  insistent." 

By  Gary  Weiss  in  New  Yor. 
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Some  people  learn  the  true 
value  of  something  precious  only 
by  losing  it. 

That's  why  our  dedication  to 
keeping  your  trust  has  been 
inviolable  from  the  very  beginning 
of  Merrill  Lynch. 

To  us,  trust  is  the  very  bedrock 


upon  which  all  our  relationships  to  help  them  manage  that  much 
are  built.  With  individuals,  with     capital.  And  even  prouder  to 


corporations,  with  institutions 
and  with  governments  around 
the  world. 

We  deal  with  hundreds  of 
billions  of  dollars  of  our  clients' 
money  each  year.  We're  proud 


E  1W9  Merrill  Lynch  &  Co  .  Inc 


inspire  that  much  trust. 


Merrill  Lynch 

A  tradition  of  trust. 


The  iabiity  lotteiy 
Weal  lose. 


Open  the  daily  newspaper  or  tune  in  a 
newscast  and  chances  are  you'll  learn  about 
another  multimillion-dollar  liability  lawsuit. 

The  targets  abound:  hospitals  to  super- 
markets, banks  to  hotels,  sports  arenas  to 
colleges.  Most  exposed  of  all  are  the  manu- 
facturers of  products. 

For  many  people,  this  type  of  lawsuit  seems 
like  easy  monev:  But  its  hurting  everyone  Tlie 
hidden  tax  resulting  from  excessive  liability 
awards  is  included  in  tlie  price  of  tlie  products 
and  services  we  buy  And  we  have  less  dioice 
in  the  range  of  products  available  to  us. 

But  perhaps  most  tragic  of  all,  these 
awards  are  reducing  our  international  com- 
petitiveness at  a  time  when  the  United  States 
is  suffering  from  a  huge  trade  deficit.  That 
means  a  loss  of  jobs  and  all  tlie  other  adverse 
consequences  that  occur  when  we  re  out- 
done in  the  world  marketplace. 

This  reality  was  refleaed  in  a  recent  survey 
of  chief  executive  officers  by  the  Conference 
Board.  It  showed  that  uncertainty  over 
potential  liability  had  led  almost  50%  to 
discontinue  produa  lines  and  neariy  40%  to 
withhold  new  products.  A  clear  majority 


believes  that  the  innovation  and  experimei 
tation  necessary  to  enliance  our  competitivj; 
position  is  being  constrained.  | 

In  the  areas  hardest  hit  by  liability  suits,  I 
researdi  and  development  outlavs  have  plumi 
meted.  Products  that  government  scientists 
consider  safe  have  been  pulled  from  the  ^ 
miirket.  In  a  host  of  otlier  areas,  spending  on  > 
innovation,  while  not  eliminated,  has  been 
severely  cut  back. 

Even  if  a  company  never  loses  a  case,  thej 
threat  of  having  to  defend  against  claims  car 
sink  a  product.  An  example:  A  major  U.S. 
manufacturer  has  disclosed  it  dropped  plan 
to  market  a  promising  new  insulation,  not 
because  it  posed  a  safety  problem,  but 
because  as  a  substitute  for  asbestos,  it  could 
inevitably  attract  speculative  lawsuits. 
The  Lottery 

In  his  recently  published  book.  Liability: 
We  Legil  Reix)lutiou  ami  Its  Caisequencet 
author  Peter  W  Huber  points  out  that  today'i 
court  system  works  like  a  lottery  If  you 
develop  and  market  a  produa,  nine  juries  in  c 
row  GUI  declare  it  free  of  defects,  maybe  even 
vital  to  pifclic  healtli.  But  die  tentli  can  liit 


0    0    0    0    0  0 


[  h  an  award  totaling  millions  of  dollars, 

'  h  punitive  damages  on  top  of  that.  If  you're 
d  often  enough,  youU  probably  lose  some 
es  just  by  the  law  of  averages. 

.  This  lottery  costs  American  business 

\  ions  of  dollars.  And  that  cost  must  be  fac- 

into  the  pricing  equation.  In  some 
2S,  this  can  account  for  an  astounding  95% 
iproduasprice. 
mpetitiveness  Hurt 
)0  besides  stifling  innovation,  excessive 
•ility  awards  hurt  our  competitive  position 
)ther  way:  They  run  up  the  price  of  our 
)cls  in  world  markets.  Buying  a  produa 
nufaaured  in  America  carries  with  it  the 
It  to  sue  in  America.  This  means  a  U.S. 
nufaaurer  selling  overseas  has  to  include 
t  exposure  in  the  price,  whereas  our 
npetitors  do  not.  No  other  country  tries 
ise  lawsuits  as  an  off-budget 

i  ial  program,  or  as  a  way  of 

i!  ond-guessing  its  official 

i|  ity  regulators,  to  the  same 

:'  ent  as  the  United  States. 
America's  competitive  posi- 
1  has  emerged  as  a  priority 


American  InternationaJ  Group  is  the 
largest  uiicferwriter  of  axiimercial  and 
industrial  insurance  inAineric.i  and  the 
leading  U.S. -based  international  insurer 
The  nature  of  our  Ixisiness  means  we 
deal  every  day  with  issues  affecting  the 
future  of  American  and  world  society  NXfe 
have  established  this  forum  to  fcxrus 
attention  on  tlie 
impcartance  d 
acklressing 
ttese  issues. 


issue  in  our  national  consciousness.  Until  now, 
this  concern  has  largely  focused  on  trade  bar- 
riers. But  we  must  also  recognize  tliat  excessive 
liability  awards  diminish  our  competitiveness 
by  huxlaiffing  our  innovcitors  md  driving  up 
tlie  price  of  our  products. 

It  is  therefore  urgent  that  we  redefine 
Ameriais  stiuxlards  of  liability  md  tlie  level  of 
compensation  being  awarded  in  these  cases. 
Regardless  of  tlie  ultimate  outcome,  the 
Supreme  Courts  decision  to  rule  on  the  con- 
stitutionalit)'  of  punitive  damages  is  a  positive 
step  in  that  direction. 

But  we  must  exiunine  ever\^  aspea  of  this 
Lssue  Most  important  of  all,  we  need  legislation 
and  judicial  policies  that  remove  the  barriers 
raised  agaiiist  U.S.  international  competi- 
tiveness by  our  own  excessive  liability  ciwards. 
Tlien,  we  all  win. 

What  do  you  think?  Youv 
comments  are  welcome  and 
sliould  be  direcied  to:  M.R 
Greenberg,  President  and  Cliief 
Exeaitive  Officer,  Ameriain  In- 
ternational Group,  Inc,  70  Pine 
Street,  New  York,  NY  10270. 


AIG 


inT?T;r;iv/nitc 


BY  GENE  G.  MARCIAL 

PINEAPPLE  PLAY: 

THE  ACTION 

IN  CASTLE  &  COOKE 


The  stock  of  Castle  &  Cooke, 
which  set  new  highs  last  year,  is 
blossoming  again.  Shares  of  the 
world's  largest  pineapple  producer  and 
major  marketer  of  fruits  and  vegeta- 
bles have  snapped  out  of  a  tight  10- 
month  trading  range  of  26  to  28,  hit- 
ting a  record  31  on  May  2. 

"The  stock's  technical  behavior  is 
showing  definite  signs  of  heavy  accu- 
mulation," says  Eugene  Peroni,  direc- 
tor of  technical  research  at  Janney 
Montgomery  Scott.  Castle  &  Cooke's 
breakout  above  28  was  pushed  by  an 
unusually  strong  flow  of  money  into 
the  stock.  With  some  savvy  value-driv- 
en players  now  buying  in,  says  Peroni, 
Castle  &  Cooke  could  easily  race  up  to 
37  in  a  few  weeks. 

One  accumulator  is  Chairman  and 
CEO  David  Murdock  himself,  who  al- 
ready owns  23%  of  the  stock.  He  took 
control  of  an  ailing  Castle  &  Cooke  in 
1985  and  has  nursed  it  back  to  financial 
health.  His  latest  purchase  was  in 
March,  when  he  bought  more  than 
40,000  shares  at  around  27  a  share.  His 
investment  of  $138  million  is  now 
worth  $418  million. 

What's  Murdock  up  to?  If  some  pre- 
scient investors  are  right,  the  astute 
Los  Angeles  investor  will  soon  cut  a 
deal  that's  likely  to  kick  up  the  stock 
price.  The  betting  is  that  Murdock  will 
spin  off'  the  company's  Ocean  Proper- 
ties unit,  and  eventually  take  Castle  & 
Cooke  private.  Ocean,  estimated  to  be 
worth  $1.5  billion,  owns  and  develops 
resorts  and  residential,  commercial, 
and  industrial  real  estate  in  Hawaii, 
California,  and  Arizona.  Murdock  is  ex- 
pected to  continue  running  the  leaner 
Castle  &  Cooke,  and  he  wants  to  buy 
Del  Monte,  a  competing  pineapple  pro- 
ducer, with  sales  last  year  of  $1.2  bil- 
lion and  profits  of  $40  million,  from  RJR 
Nabisco. 

Based  on  the  market  value  of  other 
food  processing  companies.  Castle  & 
Cooke,  which  owns  Dole  Food,  appears 
to  be  grossly  undervalued.  General 
Mills,  for  instance,  trades  at  a  price- 
earnings  multiple  of  16.9  and  H.  J. 
Heinz  at  15.7.  And  comparing  their 
stock  price  to  book  value.  General  Mills 
trades  at  a  ratio  of  7.4,  and  Heinz  at 
3.6.  Castle  &  Cooke,  on  the  other  hand, 
has  a  12.7  p-e  and  a  price-to-book  ratio 


CASTLE  &  COOKE  BREAKS  OUT 
TO  A  NEW  HIGH 


JAN.  3  FEB.  6       MAR.  6       APR.  3       MAY  2 

A  STOCK  PRICE 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


of  only  2.  An  analysis  by  13D  Research 
Inc.  argues  that  Castle  &  Cooke  is 
worth  as  much  as  $42.50  a  share  based 
on  those  measures.  But  in  a  takeover, 
it  would  be  worth  much  more. 

One  New  York  money  manager  fig- 
ures it  this  way:  The  Dole  operations, 
with  sales  last  year  of  $2.3  billion,  is 
worth  $47  a  share.  Ocean  Properties  is 
worth  $25  a  share.  Total  value,  after 
deducting  debt  of  about  $7  a  share:  $65 
a  share. 


GOODRICH  LOOKS 
STEEL-BELTED 


The  surprise  sale  of  a  large  block 
of  shares  usually  sends  a  stock 
tumbling.  So  when  a  group  led 
by  New  York  investor  George  Soros 
recently  slashed  its  stake  in  B.  F. 
Goodrich  to  2.8%  from  6%,  sharehold- 
ers expected  the  worst.  But  the  stock 
hardly  budged.  Why?  Asset-value  in- 
vestors think  Goodrich  is  undervalued 
and  an  alluring  takeover  candidate. 

Whispers  are  that  the  British  con- 
glomerate Hanson  PLC  has  accumulat- 
ed a  4%  stake  in  Goodrich.  It  isn't 
known  who  acquired  the  block  of 
shares  that  the  Soros  group  sold.  "But 
it  may  well  have  been  Hanson,  too," 
says  one  New  York  takeover  investor, 
who  has  been  buying  shares.  Goodrich 
declined  comment.  The  company,  once 
a  major  tire  producer,  is  now  the  na- 
tion's largest  producer  of  polyvinyl 
chloride  resins  and  compounds.  Other 
assets  include  a  specialty  chemical  unit 
and  an  areospace  products  group. 

Lee  Tawes,  an  analyst  at  Oppenhei- 
mer  &  Co.,  notes  that  the  behavior  of 
Goodrich  shares  in  the  face  of  the  sale 


by  Soros  "indicates  that  the  stock 
starting  to  turn  around."  Tawes  h: 
raised  his  valuation  of  what  he  ca' 
Goodrich's  "private-market  value 
from  $80  a  share  to  $90,  based  on  tl 
cash-flow  multiples  that  he  assigns 
the  company's  PVC,  specialty  chemica' 
and  aerospace  operations.  The  st0( 
currently  trades  at  55. 

Management,  he  says,  has  substa 
tially  increased  the  value  of  the  comp 
ny  by  broadening  the  line  of  its  speci; 
ty  chemical  products  and  expandii 
the  PVC  compounds  for  use  in  compi 
ers  and  nonhousing  products.  Taw^ 
notes  that  Goodrich  has  no  debt  ai 
generates  cash  flow  of  $12  a  share. 


THE  OPPOSITE 
OF  A  BITTER  PILL? 


If  tiny  Clinical  Technologies  Ass 
ciates  is  right,  it  has  a  medical  wo 
der  technology  that  will  force  tl 
drug  giants  to  do  business  with  it.  Tl 
formula?  A  method  to  convert  certa 
drugs,  such  as  insulin  and  heparin,  in 
forms  that  could  be  taken  orally  i 
stead  of  by  injection. 

So  far,  Clinical  Technologies  has  wc 
some  believers  on  the  Street.  Its  ove 
the-counter  shares  have  doubled  to  8 
just  two  months.  Should  the  compa: 
be  successful  in  getting  approval  fro: 
the  Food  &  Drug  Administration, 
will  be  a  breakthrough  that  will  maM 
the  company  worth  many  times  its  cu[ 
rent  value,"  says  David  Hillson,  a  s 
nior  vice-president  at  Shearson  Le^ 
man  Hutton  Asset  Management 
warns,  though,  that  FDA  clinical  triaj 
could  take  years. 

President  Sol  Steiner  says  hundre* 
of  drugs  are  administered  by  injectii 
because  they  can't  survive  the  high 
acidic  gastric  juices  and  digestive  e 
zymes  in  the  stomach.  So  far,  no  meti 
od  has  been  found  suitable  for  dru 
that  are  peptides  or  more  complex  pn 
teins,  such  as  insulin  or  heparin. 

"Our  technology,"  says  Steiner, 
capable  of  protecting  peptides  ai 
complex  proteins  in  the  gastro-intest 
nal  tract  by  surrounding  them  wit: 
proprietary  molecules  that  enable  theiji 
to  be  absorbed  into  the  blood  intact  Ji 
The  company  has  applied  for  a  U.  St 
patent  and  has  been  granted  one  b 
the  Swiss  Patent  Office. 

The  Wyeth-Ayerst  Laboratories  div 
sion  of  American  Home  Products  ha 
agreed  to  test  Clinical  Technologies 
process  on  Wyeth's  heparin,  a  dru 
that  is  widely  prescribed  as  an  ant 
coagulant. 
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Whe  word  is...this  Canon  NP 4835s  | 
xpandability  fits  our  productivity  needs. 


^^No  matter  how  fast  they  change!'] 


;  ff  you're  a  growing  company,  Canon  has  a  copier  that  is  just  your  size.  The 
NR4835.  A  new  generation  of  35  cpm  copier  that  integrates  the  productivity 
of  high-volume  document-feeding  and  stapler-sorter  units  with  time-saving 
functions  like  digitally  stamped  and  numbered  pages.  A  combination  that  not 
only  lets  you  create  better  reports  and  presentations,  but  lets  you  produce 
more  of  them  as  well.  A  lot  more,  thanks  to  the  NP4835's  dual  front-loading 
paper  cassettes  and  options  like  adding  two  additional  SOQ  sheet  cassettes  or  | 
a  2000  sheet  paper-deck.  . 

If  your  business  needs  are  constantly  growing,  look  to  the  copier  that  was^^ 
made  to  grow  with  you.The  Ganon  NP4835.  It's  not  just  a  new  copier.  It's  a  new',' 
standard  in  copiers. 


Canon 


NP4835 


'  .Tjcurficoal'po' Canon  iwaiersarHi  -etafarsi  ^ 


For  more  information,  call  tod  free1-800-OK  CANON.  Or  write  Canon  US  A  .  Inc .  PO  Box  3900.  Peona.  IL  61614     t989  Canon  US  A.  inc ; 


BEYOND  THE  LAPTOP:  THE  INCREDIBLE 
SHRINKING  COMPUTER 


Companies  are  aiming  for  pocket-size  machines  with  desktop  power 


eborah  Weisman-Berman 
has  a  constant  companion 
these  days.  The  Glen  Cove 
(N.  Y.)  engineering  professor  owns 
a  notebook-size  computer  that's  so 
svelte — half  the  weight  of  a  normal 
laptop  PC — that  she  takes  it  every- 
where. She  taps  away  in  the  doc- 
tor's office  and  at  auto-repair  shops. 
At  a  conference  in  The  Hague,  she 
pulled  it  out  of  her  briefcase  to 
show  charts  and  calculations.  "Por- 
table computing  is  a  way  of  life," 
says  Weisman-Berman.  "I'd  never 
buy  a  desktop  machine  again." 

"Three  years  after  the  first  suc- 
cessful laptop  clones  of  the  IBM  PC 
appeared  and  spawned  what  is  now 
a  $1.7  billion  market,  another  move- 
ment is  revving  up:  truly  mobile 
computing.  Fully  equipped  laptops 
weigh  about  10  to  18  pounds,  and 
with  power-hungry  screens  and  disk 
drives,  they  can  survive  only  three 
or  four  hours  on  batteries.  "There's 
an  unfulfilled  promise  with  laptops — 
they're  not  truly  portable,"  says  Stav 
Prodromou,  president  of  Poqet  Comput- 
er Corp.,  a  Sunnjrvale  (Calif.)  startup. 
The  new  machines  are.  Poqet  plans  to 
introduce  a  1-pound  PC  this  summer. 
HUNT  AND  PECK.  Stunning  advances  in 
batteries,  screens,  and  chips  are  making 
the  smaller  models  possible  and  popular. 
Consumers  in  Japan  last  year  snapped 
up  2.3  million  calculator-size  computers. 
Priced  at  $200  to  $300,  they're  best  for 
keeping  track  of  ap- 
pointments, phone  num- 
bers, and  other  personal 
data,  though  it's  possi- 
ble to  write  on  some  of 
them,  hunt-and-peck 
style.  "It's  a  comple- 
ment to  the  PC,  not  a 
replacement,"  says  Ir- 
win Joffe,  director  of 
corporate  sales  at  Psion 
Ltd.,  the  British  compa- 
ny that  makes  the  Per- 
sonal Organiser,  a 
handheld  computer. 

Now,  Psion,  Casio, 
and  Sharp  are  planning 
to  make  their  gadgets 


MRS.  FIELDS  AND  NEC  ULTRALITE:  "I'M  TIRED  OF  CARRYING  MORE  THAN  f  5  POUNDS  ON  MY  SHOULDE 
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better  adjuncts  to  desktop  machines. 
Sharp  Corp.  is  introducing  a  $149  cable 
that  carries  data  from  its  handheld  Wiz- 
ard to  a  desktop  PC.  Sharp  also  plans 
options  to  transmit  data  by  phone  from 
a  pocket-size  to  another  computer  or  to  a 
fax  machine.  Another  upcoming  option 
is  a  spreadsheet  that  can  exchange  data 
with  Lotus  1-2-3. 

But  what  most  excites  buyers  such  as 
Weisman-Berman  are  machines  that  run 
the  desktop  software  that  laptops  use — 


A  MICRO-PORTABLE  SAMPLER 


Weight 

Price 

Comments 

POCKET  ORGANIZERS 

►  Casio  BOSS 

5-9  01. 

$220-$260 

Can  send  data  to  PC 
with  $110  option 

>  Sharp  Wizard 

9  01. 

$300 

Can  send  data  to  PC 
with  $149  option 

PC  COMPATIBLES 

>  Agilis  Worl<station 

NA 

$1,500-$  15,000 

For  industrial  use; 
available  June,  1989 

►  Atari  Portfolio 

1  lb. 

$399 

Available  June 

►  NEC  UltraUte 

4.41b. 

$2,999-$3,699 

Up  to  2  megabytes  of 
memory 

►  Poqet  PC 

1  lb. 

$2,000 

Available  mid- 1989 

DATA:  BW 

and  still  fit  inside  a  briefcase.  Last  fi 
Japan's  NEC  Corp.  introduced  the  Ult 
Lite,  a  4-pound  PC  costing  $2,999  tl 
won  good  technical  reviews  and  a  ceh 
rity  following — including  actor  Charlt 
Heston.  Debbi  Fields,  president  of  M 
Fields  Cookies,  and  her  husband  a 
company  chairman.  Randy,  use  t 
UltraLite  in  their  frequent  travels, 
love  laptops,  but  I'm  tired  of  carryi 
more  than  15  pounds  on  my  shoulde 
says  Fields.  Her  one  complaint:  Ran 
hogs  the  UltraLite. 

That  little  machine  will  soon  ha 
many  rivals.  Toshiba,  Zenith,  a 
Tandy  are  expected  to  offer  no 
book  PCs  this  summer.  Atari  Coi 
has  announced  a  1-pound  PC-comp 
ible  that  will  cost  about  $399,  a 
several  startups  are  developi: 
notebook-size  machines,  too.  Br 
Stephen,  a  senior  PC  analyst  at 
ternational  Data  Corp.,  figures  th 
more  than  50,000  notebook-size 
will  be  sold  in  the  U.  S.  this  yei 
and  more  than  125,000  in  1990. 

Those  numbers  would  be  bigg 
if  the  miniatures  worked  exact 
like  desktops.  But  miniaturizati 
means  making  some  sacrifices.  0 
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One  of  Detroit's 
fastest  test 
tracks  has  a 
top  speed 
of  2  m.p.h. 

Car  makers  were  being 
handicapped.  Realistically  testing 
new  paints  nneant  stopping  regular 
production.  It  was  slow.  Expensive. 
At  BASF,  we  looked  at  the  problenn  in 
a  new  way.  Why  not  build  a 
production  line  just  for  testing  paints? 
The  result:  a  revolutionary,  full-scale 
production  line  that  precisely  imitates 
any  of  our  paint  customers'  regular 
lines.  This  paint  test  track  means 
regular  car  production  doesn't  stop, 
and  slashes  the  development  time  for 
new  paints.  Even  if  top  speed  is  only 
2  m.p.h. 

In  one  industry  after  another,  from 
paints  to  plastics,  our  broad-based 
technologies  help  us  create  new 
worlds  by  seeing  in  new  ways. 

The  Spirit  of  Innovation 


BASF 


The  way  most  computers  ore  used  is  an  insult 

to  their  intelligence. 


Your  brilliant  computer  may  be  dumber  than  you  think. 

The  sad  fact  is,  while  thousands  of  businesses  have  hooked  up  personal  computers  to  mainframes, 
the  majority  of  those  computers  ore  used  as  "dumb  terminals,"  their  vast  potential  for  processing  left  untapped. 

At  MSA,  we  believe  personal  computers  were  meant  for  a  higher  purpose  than  being  dumb  terminals. 
They  were  meant  to  be  used  as  intelligent  workstations— computers  that  not  only  send  and  receive  data,  but 
manipulate  it  at  the  PC  level  as  well. 

And  that's  why  we're  proud  to  introduce  BrightView'"  applications  software. 

BrightView  unleashes  the  potential  inherent  in  personal  computers,  enabling  them  to  perform  tasks 
previously  restricted  to  the  mainframe,  thus  allowing  your  staff  to  solve  numerous  problems  less  expensively. 

What's  more,  in  compliance  with  IBM's  new  graphic  standard  known  as  Common  User  Access, 
BrightView  gives  screens  a  "friendlier,"  more  consistent  look.  Which  means  not  only  is  the  efficiency  of  your 
computers  heightened,  but  that  of  the  people  who  use  them. 

So  whatever  your  software  applications  needs,  it  might  be  wise  to  coll  Robert  ^5^5^5  S 
Carpenter  at  404-239-2000.  In  fact,  it's  really  the  only  intelligent  thing  to  do. 

?  oQo.,         c      A       ,   ,.,CA,  The  Soffwore  Compan/' 

c-  tS^oV  vlanagemenT  Science  Amefico,  Inc.  (MSA)  '  ' 

'/SA— Tt'e  So^v/ore  Company  &  BrightView  are  trademarks     Monagement  Science  America,  Inc. 
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trade-off  is  disk  storage.  Instead  of 
)y  disii  drives,  for  instance,  tiie  Ul- 
,ite  uses  credit-card-size  modules 
imed  witii  memory  chips.  Poqet 
puter  will  use  memory  cards,  too. 
manufacturers  haven't  adopted  a 
dard  for  the  cards,  so  they  can't  be 
:hed  between  computer  brands.  And 
're  expensive:  $299  for  a  card  stor- 
556,000  characters  of  data  vs.  99$  for 
ppy  disk  storing  360,000  characters. 
,iall  screens  also  can  limit  a  porta- 
appeal.  Machines  such  as  the  Sharp 
ird.  Atari  Portfolio,  and  Casio  BOSS 
ay  only  six  to  eight  lines.  That's 
gh  for  entering  personal  informa- 
but  can  make  editing  or  spreadsheet 
:  frustrating.  Poqet's  answer  is  to 
eze  the  standard  25  lines  onto  its 
4x8y2-inch  foldup  screen. 
ETHERED.'  The  biggest  hurdle  in  fur- 
shrinking  machines  may  be  the  key- 
d.  Many  personal  organizers  have 
ilator-size  kejrpads  that  make  two- 
led  typing  impossible.  Notebook-size 
5port  familiar  typewriter  keyboards, 
they  often  are  cramped.  Several 
)anies  are  trying  to  avoid  the  key- 
d  altogether  by  developing  note- 
-size  computers  that  convert  hand- 
ten  text  into  electronic  data, 
ling  in  a  conference  room  just  isn't 
y  to  be  socially  acceptable,"  predicts 
s  Development  Corp.  founder  Mitch- 
).  Kapor,  now  chairman  of  startup 
"echnology  Inc. 

lother  way  to  overcome  the  limita- 
of  a  tiny  PC  is  to  give  it  wireless 
nunications  with  more  powerful, 
Dnary  computers.  Agilis  Corp.,  a 
atain  View  (Calif.)  startup,  includes 
ach  of  its  handheld  "blue  collar' 
)uters  a  two-way  radio  to  retrieve 

Ifrom  a  larger  computer.  An  air 
i  mechanic,  say,  could  call  up  repair 
\  aals  without  leaving  his  workplace. 
f  is  President  John  Ellenby,  who 
>  ded  laptop  pioneer  GriD  Systems, 
3  it  "untethered  computing." 
!  deed,  tiny  computers  may  soon  ful 
i  longtime  vision:  For  decades  tech- 
<j  ?y  gurus  have  dreamed  of  a  note- 
11  -size  machine  that  can  act  as  a 
(j  ible  assistant.  In  1968,  Alan  Kay, 
\\  a  young  Xerox  Corp.  scientist,  de- 
d  ed  Dynabook — a  book-size  comput- 
ij  lat  recognizes  handwriting  and  com- 
i  icates  with  large  computers  via 
Ej  I.  More  recently,  Apple  Computer 
1 1  rman  John  Sculley  has  borrowed  the 
'!  ibook  idea  in  "Knowledge  Naviga- 
Cj  his  concept  of  a  futuristic  notebook 
C;  )uter.  Now  that  desktops  and  lap- 
C!  are  being  joined  by  notebooks  and 
i(|  et  machines,  Dynabook  looks  as  if 
t'l  nore  than  just  a  dream. 

'y  Maria  Shao  in  San  Francisco,  ivith 
'I  in  reports 


TELECOMMUNICATIONS  i 


THE  SMART  OPERATOR 
UNTANGLING  THE  MESS  AT  ALC 


The  phone  company's  new  chief  has  a  canny  turnaround  plan 


f; 


lor  ALC  Communications  Corp.,  big- 
I  ger  was  supposed  to  be  better.  Cre- 
ated in  late  1985  by  the  merger  of 
two  Midwestern  long-distance  phone 
companies,  Lexitel  Corp.  and  Allnet 
Communication  Services  Inc.,  ALC  was 
going  to  challenge  the  heavyweights. 
Instead,  the  Birmingham  (Mich.)  compa- 


Z>NO:  A 
AT  SMALL  AMI 

•SIZI  : 
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ny  has  foundered.  Its  an- 
nual revenues  have  fallen 
12%,  to  $394  million,  and 
it  has  lost  $93  million  in 
three  years. 

Now,  ALC  has  a  new  chief  executive — 
and  a  revised  turnaround  plan.  Since 
coming  aboard  last  August,  John  M. 
Zrno  has  pulled  ALC  out  of  unprofitable 
telemarketing,  redirected  its  sales  force, 
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LOSS  OR  PROFIT 

EXCLUDES  [XTRAORDINARV  GAINS 

A  MILLIONS  OF  DOLURS  "ESTIMATES 
OAT»_  »OtPE  8,  COVINGTON,  COMPANV  HfPOIiTS 


and  hired  top  finance  and  marketing  ex- 
ecutives from  his  previous  employer, 
British-owned  Cable  &  Wireless  North 
America  Inc.  Zrno  is  sharpening  the 
company's  focus  on  its  long-avowed 
goal:  to  become  the  national  long-dis- 
tance carrier  for  small  and  medium-size 
businesses. 

"We're  looking  at  a  turnaround  here," 
says  Mark  S.  Bergman,  senior  analyst  at 
investment  bankers  Volpe  &  Covington 
in  San  Francisco.  He  cites  Zrno's  aggres- 
sive style  and  the  10%  annual  growth  of 
the  long-distance  industry.  ALC  even 
managed  a  profit  of  $170,000  in  this 
year's  first  quarter,  before  a  $2  million 
special  gain.  And  at  4V2,  its  stock  is 
close  to  its  12-month  high  and  more  than 
double  where  it  stood  when  Zrno  took 
over.  Still,  the  shares  would  have  to  dou- 
ble again  to  reach  their  high  of  three 
years  ago. 

DIVIDED  LOYALTIES.  Indeed,  ALC  is  trying 
to  climb  out  of  a  deep  hole.  A  lack  of 
synergy  between  Lexitel's  and  Allnet's 
operations  created  billing  problems,  sty- 
mied coordination,  and  killed  margins. 
Worse,  the  compensation  structure  at 
ALC  encouraged  salespeople  to  chase 
high-volume  but  low-margin  residential 
business — even  as  industry  pricing  was 
falling  by  39%.  And  alc's  11-member 
board,  its  loyalties  divided  between  the 
premerger  companies,  was  unable  to  set 
a  clear  direction. 
Last  year,  tapped  out  on  bank  loans 
and  unable  to  pay  many 
of  its  bills,  ALC  had  to 
turn  to  its  largest  suppli- 
er for  cash.  Communica- 
tions Transmission  Inc.  in 
Austin,  Tex.,  which  sells 
transmission  capacity  to 
long-distance  carriers, 
made  transfusions  total- 
ing $30  million  in  ex- 
change for  56%>  control 

of  ALC. 

CTI  had  little  choice  but 
to  mount  a  bailout,  be- 
cause ALC  accounted  for  nearly  30%^  of 
CTl's  revenues.  Still,  CTI  Chairman  Ralph 
J.  Swett  says  it  wasn't  just  a  defensive 
move:  "We  see  a  very  big  upside  in  our 
investment."  If  ALC  can  match  some  of 
its  rivals'  10%'  operating  margins  by 
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roblems  facing  your  family-owned 
business? 


Introducing:  The  BusinessWeek  Newsletter  for 
Family-Owned  Business 


The  BusinessWeek  Newsletter  lor 
Family-Owned  Business  is  designed 
to  be  a  totally  obiective  and  expert 
family  retainer  devoted  wholly  to  your 
interests-  It  is  tilled  with  case  histories, 
facts,  figures,  and  specific  answers 


Call  this  national 
toll-free  number 
and  charge  your 
subscription  to  any 
major  credit  card! 


In  each  biweekly  issue,  you'll  have 
access  to  new  developments  in 
accounting  controls,  equity  dilution 
prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and 
financial  planning  thai  can  directly 
affect  your  business 

This  information  is  ayaLlable  nowhere  else. 

Sign  up  for  one-year  charter  subscription  to  Ttie  BusinessWeek 
Newsletter  for  Family-Owned  Business  at  the  introductory  rate  of 
$299.  II  at  any  time  you're  not  satisfied,  cancel  the  subscription  and  get  a 
refund  covering  the  balance  of  the  issues  remaining  in  your  subscription. 


Few  executives  in  a  family  business 
realized  how  vulnerable  they  are  to 
certain,  extremely  specialized 
problems.  So  our  regular  columnists 
on  taxes,  financing,  law,  family 
relations,  and  compensation  provide 
many  otherwise  unavailable 
compasses  and  charts  necessary  to 
navigate  these  dangerous  waters 

A  unique  stock  index  developed  by 
The  BusinessWeek  Newsletter  lor 
Family-Owned  Business  will  track 
publicly  traded  companies  still  in 
family  fnands 


1-800-445-9786 


The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 


Urn 


When  Friend  fell,  he  called  for  Help, 


but  Confusion  came  instead. 


At  last  Help  came,  and  Help  knew  what  to  do. 
In  times  of  emergency,  are  you  Help? 
If  not,  learn  Red  Cross  First  Aid  where  you  work 
or  call  your  local  chapter 


American  Red  Cross 


+ 
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1990,  says  Swett,  earnings  could  top 
million — all  sheltered  by  ALC's  hefty 
benefits. 

Zrno  may  be  the  key  to  that  plan 
former  treasurer  of  MCI  Communicati 
Corp.,  he  was  recruited  by  Cable 
Wireless  in  1981  and  helped  develo 
$250  million  long-distance  business  1 
grew  25%  a  year,  with  operating  n 
gins  of  WA.  The  50-year-old  Zrno  s 
that  ALC  lured  him  away  with  hi 
stock  options  and  the  promise  of  aut( 
my  from  CTI. 

Already,  ALC  has  ironed  out  mos' 
its  billing  and  computer  problem.s: 
serves  for  uncollectible  revenues  h 
been  halved  since  late  1987,  to  a  n 
ageable  4S^f ,  thanks  mostly  to  better  I 
ing  software  and  a  decision  to  cut  sa 
to  residences,  the  source  of  most  del 
beat  accounts.  After  taking  $46  mil| 
in  write-ofl:s  since  1986  for  upgrai 
and  consolidating  network  equipmi 
ALC  expects  to  have  one  of  the  lowi 
cost  networks  in  the  industry  by  the 
of  the  year. 
GRAND  REOPENINGS.  But  Zrno  must  £« 
get  ALC  growing  again.  To  do  that,  h«: 
concentrating  on  winning  business  c| 
tomers  who  spend  from  several  hund 
dollars  to  $2,000  a  month.  Such  accoui 
cost  less  to  bill  in  relation  to  the  n 
nues  they  bring  in,  and  they  buy  m 
expensive  services.  Zrno  wants  th^e 
smaller  businesses,  now  307'  of  als 
customers,  to  make  up  at  least  50%l 
its  base. 

To  get  there,  Zrno  is  using  13 
$500,000  a  month  saved  from  closing  tj 
telemarketing  centers  and  eliminat|. 
260  jobs.  He  is  more  than  doubling  AL3 
200-member  direct  sales  force,  and  4 
has  reopened  offices  in  Boston,  N| 
York,  and  Philadelphia  that  had  btP 
closed  to  conserve  cash.  i 

Providing  ammo  for  the  large  sas 
force  will  take  deft  work.  Americi 
Telephone  &  Telegraph,  MCI,  and  U.. 
Sprint  are  intensifying  their  courtshipf 
business  customers,  using  innovate 
pricing  and  service  packages.  Zrnos 
working  to  improve  service  by  devisi{ 
employee  recognition  programs.  The  C) 
recently  surprised  one  collections  depai- 
ment  employee  with  a  $100  gift  certi- 
cate  for  alerting  managers  to  declini: 
usage — and  potential  dissatisfaction—: 
a  Chicago  account.  "You  have  to  chant' 
the  culture,"  says  Zrno.  "It's  a  long-ten 
project." 

Costly,  too.  Zrno  recently  bolsterl 
working  capital  with  a  new  $30  milli'i 
bank  credit  line.  He  is  also  refinancing^ 
major  lease.  That  should  fuel  ALC's  <• 
pansion  into  next  year.  Now,  Zrno's  ; 
charged  sales  force  must  deliver—' 
ALC  could  hit  the  canvas. 
By  Wendy  Zellner  in  Birmingham.  Mu 
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»ETER  CALIAHAN: 
IN  ACQUIRING  MIND 


small-time  publisher  is  scooping  up  the  National  Enquirer 


Even  in   the  sensa- 
tional   world  of 
tabloid  publishing, 
1  ere  humans  give  birth 

I  monkeys  and  house 
s  turn  out  to  be  aliens, 

news  was  a  shocker: 
April,  Peter  J.  Calla- 
1  emerged  as  the  win- 
g  bidder  for  the  Na- 
nal  Enquirer,  king  of 
supermarket  gossip 
lets.  With  a  bid  of  $412 
lion,  the  little-known 
)lisher  of  women's  ro- 
nce  magazines  man- 
id  to  edge  out  such 
ivyweights  as  British 
dia  mogul  Robert 
xwell  and  French  pub- 
ling  giant  Hachette. 
w  did  he  pull  off  the 
p?  Says  Callahan:  "El- 
bid  with  us." 
V^ell,  he  helped, 
elve  years  ago,  Calla- 
I's  New  York-based 
cfadden  Holdings  Inc. 
5  struggling  just  to 
ak  even.  But  that  Au- 
;t,  when  Elvis  Presley 
1,  Callahan  rushed  to 
ss  with  a  special  one-time  magazine 
ed  Elvis  Presley:  A  Photoplay  Trib- 
.  It  brought  in  $750,000  in  two  weeks, 
lahan  says,  and  Macfadden  has  been 
fitable  ever  since.  The  company  now 
i  Jishes  an  eclectic  group  of  11  maga- 
es — including  True  Confessions, 
'71  Beat,  and  Chief  Executive — with 
lUal  sales  of  $40  million.  But  without 
t  much-needed  "Elvis  money,"  says 
lahan,  47,  Macfadden  might  not  have 
l|  n  around  to  bid  for  the  Enquirer. 

II  ■  MARKETS.  Callahan's  latest  acquisi- 
'  .  which  he  hopes  to  close  in  late  May, 

vaulted  Macfadden  to  new  heights. 

Enquirer  and  its  sister  publication, 
'  even  more  sensational  Weekly 
l  id  News,  may  never  win  Pulitzers. 
1  with  a  circulation  of  4.3  million,  the 
I  luirer  is  No.  1  in  the  hot  and  increas- 
i  .y  competitive  supermarket-tabloid 
I  'ket.  Most  significant  is  the  En- 
{      's   powerful   retail   sales  force, 


CALLAHAN'S 
NEWSSTAND 


CALLAHAN:  RAISING  PRICES  TO  HELP  MAKE 
HIS  $412  MILLION  INVESTMENT  PAY  OFF 


which  supervises  distri- 
bution for  checkout- 
counter  racks  at  nearly 
20,000  stores. 

Now,  Callahan  has 
to  make  his  huge  in- 
vestment pay  off.  In- 
dustry experts  figure 
he's  paying  about  $50 
million  more  than  Max- 
well's offer  and  $100 
million  more  than  Ha- 
chette's.  "He's  going 
to  have  a  hard  time  making  it  work  at 
that  price,"  says  Robert  Spillane,  an  ex- 
ecutive vice-president  of  Diamandis 
Communications  Inc.,  a  U.  S.-based  unit 
of  Hachette.  Callahan  and  his  partner  in 
the  Enquirer  investment,  Boston  Ven- 
tures, are  borrowing  $300  million  to  fi- 
nance the  purchase,  with  debt  service 
payments  of  $35  million  due  by  the  sec- 
ond year.  Based  on  last  year's  results 


Magazines 

Circulation 

(thousands) 

HATIOMAl  EHOUIRIR' 

4,304 

TRUE  STORY 

1,300 

WimV  WORLD  MIWS' 

1,022 

TiEHBtAT 

250 

TRUE  COHFESSIOMS 

157 

TRUE  ROMANCE 

119 

TRUE  EXPERIENCE 

114 

TRUE  LOVE 

104 

TEEM  BEAT  ALL-STARS 

100 

MODERN  ROMANCE 

79 

SECRETS 

61 

DISCOUNT  MERCHANDISER  38** 

CHIEF  EXECUTIVE 

30** 

'  Acquisition  pending        *  *ConTrolled  circulation 
DATA;  COMPANY  REPORTS 


for  the  two  publications — $15  million  to 
$20  million  in  operating  profit  on  $140 
million  in  revenues — Callahan  must 
make  drastic  moves  to  boost  cash  flow. 

That's  fine  with  him.  The  late  Gener- 
oso  P.  Pope  Jr.,  founder  of  the  Enquirer 
and  its  publisher  for  31  years,  "ran  it  as 
a  hobby,"  Callahan  says.  "We  told  our 
banks  we  intend  to  be  aggressive  with 
it."  For  starters,  Callahan  plans  to  raise 
the  Enquirer's  price  to  85$  from  75$  and 
increase  Weekly  World  News's  price  to 
75$  from  70$.  At  current  rates,  that 
should  bring  $15  million  in  new  revenues 
a  year.  Callahan  aims  to  trim  the  paper's 
$12  million  advertising  budget  and  to  cut 
paper  and  press  costs. 
EASY  CHARM.  Callahan  intends  to  milk 
the  retail  sales  force  for  all  it's  worth, 
too.  Until  1987,  a  year  before  he  died, 
Pope  refused  to  let  the  Enquirer's  580 
sales  people  contract  with  other  publish- 
ers or  retailers  to  service  their  display 
space  at  in-store  display  racks.  Callahan 
will  run  the  division  as  a  profit  center, 
representing  other  publications. 

Expansion  will  be  another  key.  Calla- 
han and  Iain  Calder,  the  Enquirer's 
longtime  editor,  have  two  dozen  ideas 
for  products,  including  a  Spanish-lan- 
guage Enquirer,  a  soap-opera  maga- 
zine, and  even  TV  shows.  Callahan  won't 
say  what  his  first  new 
product  is  but  claims  it 
will  be  in  test  markets 
by  yearend. 

Unlike  the  publica- 
tions he  is  acquiring, 
Callahan  is  not  flam- 
boyant. He  has  a  gen- 
tle manner  and  an  easy 
charm.  But  friends 
point  out  that  Callahan 
has  an  irrepressible 
competitive  streak. 
Two  years  ago,  recalls 
Raymond  Byrne,  a 
priest  at  St.  Paul's 
church  in  East  Harlem, 
a  guest  at  a  charity 
dinner  offered  him  $50 
to  sing  "Danny  Boy." 
Callahan  took  the  offer 
as  a  challenge,  saying: 
"What  a  piker!  I'll 
give  you  $1,000."  Calla- 
han eventually  paid 
$3,000  to  hear  the  song. 

Money  didn't  flow  so  freely  when  Cal- 
lahan was  a  child.  The  son  of  a  truck 
driver,  he  grew  up  in  Queens,  N.  Y. 
Working  as  a  news  delivery  boy,  he 
helped  put  himself  through  Brooklyn's 
St.  Francis  College.  After  getting  an 
MBA  from  Columbia  University  and 
working  for  a  few  years  as  an  accoun- 
tant, he  joined  the  corporate  finance  de- 
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There's  one  news  analysis  program  considered  "can't  miss"  by  Washington  officials. 
The  McLaughlin  Group. 

Among  its  chief  assets  are  the  wit  and  intellect  of  John  McLaughlin,  Eleanor  Clift, 
Fred  Barnes,  Morton  Kondracke,  Pat  Buchanan  andjack  Germond. 

They  provide  insightful,  often  prescient,  political  commentary  on  the  most  up-to- 
the-minute  developments.  Often  with  heated  exchanges. 

So  tune  in  to  The  McLaughlin  Group.  It's  comprehensive,  contentious  and. . . 
contagious. 

Made  possible  by  a  grant  firom  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time 
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partment  at  New  York's  Bartel  Media, 
subsidiary  of  Downe  Communicatioi 
Inc.  Its  properties  included  the  Macfa; 
den  women's  group,  which  published  r 
mance  and  fan  magazines.  By  1974,  1 
was  Bartel's  president. 

Then  came  his  big  break.  The  ne: 
year,  Downe  was  acquired  by  Chart 
Co.,  then  publishers  of  Ladies  Hon 
Journal  and  Redbook.  Bartel  wanted 
sell  the  women's  group,  which  it  consi 
ered  too  "downscale."  So  Callahi 
bought   the   money-losing   unit  f 
$100,800  and  an  agreement  to  assun 
about  $30  million  in  liabihties.  Next, 
began  expanding  his  publishing  ei 
pire — with  mixed  results.  He  started 
raunchy  skin  magazine  called  Chert 
1978  but  sold  it  in  1985.  In  1980,  he  s 
quired  Us  from  New  York  Times  C 
and  sold  it  by  1985  to  publisher  Jai 
Wenner  and  Telepictures  Publications 
He  has  also  dabbled,  unsuccessfull 
in  hostile  takeovers.  He  tried  a  $500  m 
lion  raid  on  broadcast  and  publishirl 
concern  John  Blair  &  Co.  in  1986  but  lo|i 
out  to  Saul  P.   Steinberg's  Relianl 
Group  Holdings  Inc.  Last  year,  he  w,^ 
defeated  by  investor  Ronald  0.  Perl 
man  in  a  bid  for  Marvel  Comics.  B 
after  losing  a  bidding  war  for  BiUboa\ 
magazine  to  investment  group  Bosti 
Ventures  in  1984,  Callahan  approach^ 
them  about  working  together.  When  tljjt 
Enquirer  went  on  sale,   they  join| 
forces.  The  two  are  equal  partners,  b| 
Callahan  will  run  the  publication.  | 
MAKING  A  SPLASH.  Staffers  at  the  E 
quirer,  who  expected  Maxwell  to 
their  new  owner,  were  flabbergastedfdii 
but  pleased — when  Callahan  won. 
has  taken  pains  to  assure  them  they' 
in  friendly  hands.  He  took  the  staff 
some  200  out  for  drinks  after  meetii 
them  and  promised  to  keep  the  public 
tion  based  in  Lantana,  Fla.  Callah 
says  he  won't  change  the  tabloid's  edit 
rial  direction.  "The  composition  is  dan 
good  as  it  stands  now,"  he  says. 
Callahan's  second  visit,  Enquirer  sta 
ers  had  found  his  old  high-school  ye: 
book,  which  they  presented  to  him,  j 
ingly,  to  let  him  know  they're  diggii 
into  his  past. 

They  won't  have  to  do  much  diggii 
to  find  out  his  future  plans.  He  drear 
of  making  a  splash  in  business  and  hig 
fashion  journalism  by  bidding  for  oth 
magazines  as  soon  he  folds  the  E 
quirer  into  Macfadden.  "I'm  trying 
compile  a  spread  of  publications  th 
touches  every  interest,"  he  says.  "Chi 
Executive  is  at  one  end,  and  the  E 
quirer  is  on  the  other."  That's  a  t 
order.  But  then,  who  can  argue  with 
man  who  has  Elvis  on  his  side? 

By  Andrea  Rotlnyian  in  New  York,  tvi 
Gail  DeGeorge  in  Miami 
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LEASING  COMPANIES  MOVE  FROM 

MONEY  TO  MANAGEMENT  AS 
THEY  AOO  SERVICES  TO  FINANCING. 


t  would  be  hard  to  imagine  running  a  business  without  leas- 
ing. Industry  observers  estimate  that  eight  out  of  10  com- 
panies in  Amenca  lease  equipment  of  some  type  and  that 
asing  accounts  for  roughly  25%  to  30%  of  all  capital  acquisi- 
)ns  by  business.  The  reasons  why  companies  choose  to  fi- 
ince  equipment  through  leases  are  almost  as  varied  as  the 
pes  of  leases  offered.  Some  want  to  preserve  borrowing  ca- 
jcity  Others  want  off-balance-sheet  financing  or  more  flexible 
iancing  terms.  Stili  others  want  to  lower  the  risk  of  unforeseen 
langes  in  technology  Tax  considerations  also  motivate  many 
lease  some  portion  of  their  assets. 
In  today's  competitive  business  climate,  however,  traditional 
lancial  considerations  are  often  only  part  of  the  asset-financ- 
j  formula.  Many  leasing  companies  have  become  more  than  a 
>urce  of  capital,  developing  new  "value-added"  services  that 
ive  taken  them  from  asset  financers  to  asset  managers,  or 
'ming  relationships  with  others  that  can  provide  these  ser- 


vices. In  the  case  of  some  sophisticated  customers  looking  to 
dedicate  their  resources  to  core  businesses,  lessors  have  even 
evolved  beyond  asset  management  services  to  actual  part- 
nership arrangements. 

Although  car  and  truck  lessors  in  general  offer  the  widest 
array  of  services  bundled  with  their  financing  packages,  others 
specializing  in  computer  and  telecommunications  equipment, 
aircraft,  industrial  and  manufacturing  equipment,  office 
machines,  and  health  care  equipment  have  found  ways  to  turn 
their  expertise  into  new  or  expanded  customer  services.  Even 
strictly  financial  lessors  offer  their  knowledge  of  international 
money  markets  and  financing  options  as  consulting  services  to 
customers  in  search  of  the  best  possible  asset  acquisition 
packages. 

"Customers  want  more  than  money"  says  Jim  Rogers,  Presi- 
dent of  G.E.  Capital  Fleet  Services  Inc.,  a  unit  of  G.E.  Capital 
Corp.  that  provides  "asset  management"  for  automotive  fleets. 
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Although  once  strictly  a  leasing  and  finan- 
cing company,  Fleet  Services  has  moved 
away  from  that  "plain  vanilla  business "  in 
the  past  five  years  to  offer  "value-added 
services, "  according  to  Rogers. 

"In  fact,  I  don't  perceive  us  as  a  leasing 
company  anymore, "  he  says,  "We  man- 
age fleets  of  vehicles  for  companies  that 
don't  want  to  manage  them.  We're  indif- 
ferent to  whether  the  vehicles  are  leased 
from  us,  company  owned,  or  driver 
reimbursed." 

The  company's  value-added  services 
start  with  "proactive"  acquisition  planning 
and  run  right  through  to  a  full  menu  of 
disposition  strategies.  "We  can  provide  li- 
censing and  titling  services,  fuel,  preven- 
tive maintenance,  accident  management, 
and  other  services  that  can  lower  a  com- 
pany's total  costs  and  add  value  at  the 
same  time,"  Rogers  explains. 

While  it  might  seem  something  of  a  con- 
tradiction to  offer  both  lower  costs  and 
improved  service,  he  points  out  that  large 
lessors  like  Fleet  Services,  which  has 
some  240,000  vehicles  under  lease  and 
manages  another  200,000,  can  take  ad- 
vantage of  national  account/vendor  rela- 
tionships and  other  volume-based  oppor- 
tunities that  might  not  be  available  to  a 
customer  managing  its  own  fleet.  The 
company's  expertise  in  vehicle  manage- 
ment also  means  that  it  has  the  proper 
information  on  hand  to  maximize  residual 
values  when  it  comes  time  to  retire  equip- 
ment. "For  example,  depending  on  condi- 
tions, we  can  set  up  a  program  to  sell  the 
vehicles  to  their  drivers,  or  to  remarket 
them  at  auctions  or  to  wholesalers, "  he 
says. 

"The  bottom  line  is  that  Fleet  Services 
acts  as  a  consultant  and  analyst  for  its 
customers  and  then  offers  the  most  ap- 
propriate services  for  their  operations, " 
Rogers  explains.  Compared  to  "money 
over  money  "  arrangements,  he  says, 
providing  value-added  services  gives 
lessors  "the  ability  to  retain  customer  loy- 
alty and  enhance  our  returns.  The  whole 
industry  is  moving  that  way  " 

COMPETITIVE  EDGE 

The  trend  is  being  driven  by  competi- 
tion, according  to  Kenneth  Steinback, 
Chairman  and  CEO  of  Computer  Sales 
International  (CSI).  "Those  that  can  invest 
in  reconditioning  services  for  equipment 
coming  off  lease  and  other  value-added 
services  have  a  competitive  edge,"  he 
says. 

Customers  look  to  computer  lessors 
like  CSI,  which  has  annual  revenues  in 
excess  of  $100  million,  for  product  knowl- 
edge, creativity  in  configuring  systems, 
and  remarketing.  "In  a  sense,  all  we  do  is 
provide  service,"  says  Steinback.  "We're 
experts  in  the  field  of  computer  equip- 
ment, how  to  acquire  it  and  finance  it,  how 
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to  maintain  it.  Every  lease  involves  ser- 
vices, even  if  it's  only  pre-sales  con- 
sulting." 

Extensive  remarketing  services  that 
maximize  the  residual  value  of  the  leased 
equipment  lower  the  customer's  total  cost 
and  help  differentiate  CSI  from  its  com- 
petition, he  explains.  "We  offer  full  recon- 
ditioning service,  from  refurbishing  to  stor- 
age," Steinback  says.  "And  then  we  can 
retail  the  used  equipment." 

BUNDLED  SERVICES 

The  need  to  differentiate  itself  from 
competitors  led  Dataserv  Inc.,  a  subsidi- 
ary of  Bell  South  Enterprises,  to  develop 
value-added  "bundles "  for  its  lease  cus- 
tomers. Although  50%  or  more  of  its  reve- 
nues come  from  computer  hardware  leas- 
ing, Dataserv  sees  itself  as  a  parts 
supplier  and  software  maintenance 
company 


"We  offer  full 
reconditioning 
service, 

from  refurbishing 
to  storage.  " 

Kennetti  Steinback, 
Chairman  and  CEO 
Computer  Sales  International 


'Actually  we  use  our  leasing  dollars  to 
add  value  to  our  services,"  says  Jim 
fVleyers,  President  of  Dataserv  Inc.  "We've 
come  to  call  it  a  financing  option'  not  a 
lease  because  of  the  bundled  services  we 
include." 

For  example,  Dataserv  will  act  as  a  soft- 
ware consultant  for  a  customer  take  its  old 
computer  equipment  in  trade,  provide 
new  equipment,  software  and  wiring,  and 
maintain  the  new  system  all  as  part  of  an 
equipment  lease. 

"The  majority  of  companies  leasing 
computer  systems  are  still  primarily  fi- 
nance lessors,"  says  (VIeyers.  "We  do  oc- 
casionally write  stand-alone  leases,  but 
for  the  past  year  or  so  our  strategy  has 
been  to  bundle  services  with  the  financ- 
ing. Not  many  others  do  that.  Adding  value 
makes  us  different." 

LOOKING  INWARD 

Companies  that  in  the  past  might  never 
have  considered  leasing  to  finance  new 
equipment  acquisitions  are  also  respond- 
ing to  tougher  competition  within  their  own 
core  businesses  as  they  take  a  new  look 
at  the  advantages  of  the  services  that  now 
come  with  many  leases. 

Many  companies  operating  private 
truck  fleets  to  support  their  core  busi- 
nesses have  taken  advantage  of  "full-ser- 
vice" truck  leasing  for  some  time.  Truck- 


The  Toyota  Fleet  \ 
Perspective 

The  most  important  goal  toToyotj 
complete  customer  satisfaction.  Ii; 
our  ongoing  commitment  to  satisli 
you  every  step  of  the  way.  With  ov 
1,000  Toyota  Dealers  nationwide,  i 
are  readily  available  to  meet  your; 
parts,  service  and  overall  fleet 
needs.  But  it  doesn't  end  there.  "W 
Toyota's  36-mo./36,000-mi!e  basic 
new  vehicle  limited  warranty,  you 
fleet's  covered  all  the  way  from  ro 
liner  to  lug  nuts.*  No  deductible,  r 
transfer  fee,  and  a  5-yr/uniimited 
mileage  warranty  on  corrosion/ 
perforation.  For  more  personaliz( 
information,  contact  the  Toyota 
Regional  Fleet  Manager  nearest  i 

NATIONAL  FLEET  DEPARTIVIENT 

Toyota  Motor  Sales,  U  S  A.,  Inc. 
Don  Esmond 
(213)  618-4591 

BOSTON  REGIONAL  OFFICE 

Frank  Petrozzi 
(617)  339-5701 

CHICAGO  REGIONAL  OFFICE 

Bill  Kniewel 
(3121  260-6240 

CINCINNATI  REGIONAL  OFFICE 

Chris  Hahn 
1513)745-7500 

DENVER  REGIONAL  OFFICE 

Alan  Musser 
1303)799-6776 

GULF  STATES  TOYOTA,  INC. 

).D.  IVlacArthur 

1713)  744-3300 

KANSAS  CITY  REGIONAL  OFFICE 

Ron  Henry 
(816)  891-1000 

LOS  ANGELES  REGIONAL  OFFICE 

Tom  Maguire 

1714)  833-8133 

IVIID-ATLANTIC  TOYOTA 
DISTRIBUTORS,  INC. 

Libby  Marquardt 
1301)  760-1500 

NEW  YORK  REGIONAL  OFFICE 

Nancy  Davies 
(201)575-7600 

PORTLAND  REGIONAL  OFFICE 

Mark  Wankel 
(503)255-6440 

SAN  FRANCISCO  REGIONAL  OFFICE 

Ed  LaRocque 
(415)830-8300 

SOUTHEAST  TOYOTA  DISTRIBUTORS 

Ted  Pass 
(305)429-2000 

•  Excluding  normal  maintenance  and  wear  and  tear  items 


THE  1989  TOYOTA  CAMRY 
MORE  APPRECIATION. 
LESS  DEPRECIATION. 

The  1989  Toyota  Camry  has  an  impressive  combi- 
nation of  design  and  performance  features  any  business 
person  can  appreciate.  As  a  fleet  car,  there's  even  more  to 
like.  Such  as  Camry's  heritage  for  dependability.  Plus 
the  highest-ranking  item  on  any  fleet  appreciation  list- 
low  depreciation.  With  Camry's  sensational  resale  value, 
you  get  outstanding  value  when  you  buy  it  and  when 
you  sell  it.  And  now  that  Camry  is  being  manufac- 
tured in  the  United  States,  it  will  be  even  easier  for 
you  to  appreciate.  So  choose  the  '89  Camry  for 
your  fleet  car  and  you'll  love  watching  the  appre- 
ciation multiply  Get  More  From  Life.  .  .  Buckle  Up! 

CAMRY      RESALE  VALUE 


USED  VALUE/%  RETAINED  OF  DEALER  INVOICE 

Model  *  * 

1988 

1987 

1986 

Camry  Deluxe 

10,800-92% 

9317-83% 

7109-71% 

Ford  Taurus  GL 

9,011-80% 

7399-67% 

6.187-60% 

Pontiac  6000 

8,273-77% 

6644-65% 

5.162-53% 

Oldsmobile  Ciera 

8,388-75% 

7,030-66% 

5,447-53% 

Buick  Century 

8.388-74% 

6963-65% 

5,515-54% 

Chrysler  LeBaron 

7,941-73% 

6576-63% 

5333-54% 

Chevrolet  Celebrity 

7977-75% 

6312-63% 

4,897-52% 

•  "All  vehicles  are  4  D  sedans  equipped  with  standard  -l-cyi  engine  AT  PB  PS  AC  a 
Kelleu  Blue  Book  New  Car  Vmr  MflHMa(  16th  EditionI  Used  vehicle  values  are  from 
Report   Zone  I  Clean,  December  M  1988  iDomesticl  and  December  21, 


nd  TG  as  listed  in  the 
Aulomotive  Market 
1988  (ImportI  issues, 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 


leasing  customers  "are  still  looking  for  the 
same  basic  services,"  says  Brian  Hard, 
President  of  Penske  Truck  Leasing  Co. 
"The  thing  that  has  changed  is  the  in- 
creased intensity  with  which  they  ap- 
proach their  own  business." 

This  renewed  concentration  on  reduc- 
ing business  costs,  combined  with  truck- 
ing industry  deregulation,  has  meant  that 
more  and  more  private  fleet  operations 
find  themselves  competing  with  hungry, 
efficient  for-hire  earners  for  their  parent 
company's  distribution  dollars.  "Compan- 
ies with  private  truck  fleets  are  demanding 
the  most  efficient  operations  possible," 
says  Hard.  "They  can't  tolerate  the  ex- 
pense of  vehicle  down-time  or  less  than 


optimal  fuel  economy.  All  indications  are 
that  pnvate  fleets  are  moving  from  vehicle 
ownership  and  alternative  ownership  ar- 
rangements like  finance  leasing  to  full- 
service  leasing." 

As  a  full-service  lessor,  Penske  'does 
more  than  just  provide  customers  with 
trucks  and  maintenance  services,"  Hard 
explains.  "We  have  a  consultant  rela- 
tionship with  our  customers.  We  help 
them  choose  the  right  vehicles,  help  them 
with  routing,  help  them  tram  dnvers  and 
set  up  safety  programs. " 

Over  the  life  of  the  lease,  which  gener- 
ally runs  three  to  six  years  on  trucks  and 
five  to  10  years  on  trailers,  Penske  pro- 
vides all  of  the  maintenance  and  repair 
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work,  as  well  as  obtaining  the  required 
licenses  and  permits.  It  also  keeps  track 
of  the  many  local  and  state  fuel  and  road- 
use  taxes  imposed  on  commercial  vehi- 
cles and  prepares  the  tax  returns  for  its 
customers.  It  will  also  supply  rental  equip- 
ment at  preferred  rates  to  its  lease  cus- 
tomers so  they  can  avoid  leasing  "extra" 
equipment  to  meet  seasonal  or  cyclical 
peak  distnbution  demands. 

And  at  the  end  of  the  lease,  Penske 
disposes  of  the  equipment,  usually  as- 
suming the  market  risk  on  its  residual 
value. 


Currently,  the  company,  which  is  a  lim- 
ited partnership  between  Penske  Corp. 
and  G.E.  Capital  Corp.,  is  the  country's 
second  largest  truck  lessor  with  55,000 
trucks  and  trailers  under  full-service  lease 
and  rental  fleets. 

Carrying  the  full-service  concept  one 
step  further,  some  companies  with  leased 
private  fleets  are  showing  increased  inter- 
est in  dedicated  contract  carriage,  accord- 
ing to  Hard. 

With  contract  carriage  the  lessor  pro- 
vides a  dedicated  transportation  manage- 
ment system  to  the  customer,  which  in- 
cludes all  of  the  vehicle  and  maintenance 
elements  of  a  full-service  lease  as  well  as 
dnvers,  supervisors  and  distribution. 


A  national  shortage  of  trained  truck 
drivers  and  a  growing  reluctance  by  many 
companies  "to  develop  the  management 
programs  needed  to  deal  with  that  portion 
of  the  labor  force, "  should  lead  to  a  con- 
tinued increase  in  that  trend,  he  says. 

GETTING  RID  OF  HEADACHES 

The  widening  array  of  services  being 
ottered  by  lessors  tends  to  center  around 
assets  that  are  penpheral  to  a  company's 
business  yet  take  a  great  deal  of  effort  to 
manage  well.  "Leasing  is  a  financing  func- 
tion that  provides  a  company  with  assets," 
says  John  Maslanka,  Vice  President  of 
Marketing  at  PHH  FleetAmerica,  a  sub- 
sidiary of  PHH  Corp.  that  leases  and  man- 
ages over  300,000  cars  in  the  U.S.  "It's  the 
services  that  come  with  the  lease  that  pro- 
vide the  most  cost-efficient  operation  of 
those  assets,  especially  when  they're  the 


"Today,  customers 
are  looking  for 
services  that  are 
far  broader  than 
asset  management." 

Doug  Slack, 

Senior  Vice  President  of  Sales 
Ryder  Systems  Inc. 


kinds  of  things  that  companies  can't  dupli- 
cate themselves."  | 

"That's  why  we  look  at  ourselves  as  a  I 
provider  of  services  centering  around  al| 
specific  asset,  not  as  a  finance  company"* 
adds  James  Noonan,  FleetAmerica's  Ex-B 
ecutive  Vice  President.  While  otherK 
lessors  acquire  and  dispose  of  car  fleetsB 
and  leave  the  management  up  to  their 
lessee,  "We're  more  of  a  life-support  sys-K 
tern  for  a  company's  fleet,"  he  says.  E 

The  "cornerstone"  of  that  system  isE 
FleetAmerica's  expertise  and  experience, C 
which  allow  it  to  accurately  assess  a  com-H 
pany's  transportation  needs,  saysM 
Noonan.  "  A  company's  cars  are  generallyH 
not  an  essential  part  of  its  business,  sol 
they  tend  to  see  them  as  thousands  ofl  | 
purchases  at  $1 0,000  each,"  he  says.  "We^ 
help  them  see  the  fleet  as  a  single,  veryH 
large  asset.  More  and  more  companiesH 
understand  that  the  management  of  someH 
assets  is  complicated  and  requires  spe-B 
cialized  knowledge.  And  if  those  assetsH 
aren't  central  to  their  business,  thenH 
they're  more  than  happy  to  hand  off  that  " 
headache  to  someone  like  us." 

FleetAmerica's  services  start  with  ac- 
quihng  vehicles  and  delivering  them  to 
drivers  anywhere  in  the  country.  If  the  cus- 
tomer wants  PHH  to  manage  the  fleet,  it 
establishes  repair  policies,  and  drivers  are 
issued  credit  cards  that  give  them  access 
to  a  network  of  suppliers  providing  main-  ' 
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4  NEW  DIMENSION 

ck®CH600.  Technology  takes  a  quantum  leap  in  the  first  new  truck  designed  for 
'90s.  And  beyond.  It's  a  new  dimension  in  room,  comfort  and  performance  for 
vy-duty  highway  hauling.  Every  inch  built  wWh  Balanced  Design ,  from  its  totally 
/  chassis  and  cab  to  its  integrated  sleepers  and  unified  aerodynamics.  See  the 
300  at  your  Mack  dealer.  It's  not  just  a  new  shape.  It's  a  whole  new  dimension. 


©Registered  trademarks  of  Mack  Trucks,  Inc 
©1989,  Mack  Trucks,  Inc. 


CHEVY:   (eagerly)  Well,  what  do 
you  think? 

YOU:   (not  about  to  be  rail- 
roaded) So  this  is  Lumina.™ 
The  one  you  say  is  "the  - 
next  generation  of  the 
perfect  fleet  car" 

CHEVY   Right.  The  perfect  fleet  car  " 
1990.  „    .^^  , 

YOU:   Love  the  looks.  But  it's 

gonna  take  nnore  than  that 
^  to  replace  Celebrity  ,1..,:,;:..  V 

CHEVY   Exactly  That's  why  Lumina 
also  has  the  nnost  passenger 
room  of  any  domestic  ,c.  v  J: 


mid-size.  And  more  powe  C 
and  torque  than  Taurus. 

YOU:   I'm  impressed,  (alarm  goes 
off)  But  that  means  my  fue 

costs  go  up!  .    ,  ;  || 

CHEVY   As  a  matter  of  fact,  Lumin; 

matches  Taurus  in  EPA  \i 
:  estimated  MPG  on  stan-  ; 

■i^;.;         dard  engines.  And  beats  it 
S|f'^-^  #-    in  the  optional  V6  with 
EPA  estimated  30  MPG  , 
p;'/^/;  highway*     .  ,  -   ,  ,  ^ 

YOU:   Howd  you  guys  do  that"^  i 

CHEVY   Technology.  Lumina's  a 
1990  car  v.    .  ... 


YOU:   And  the  price  of  all  this 
technology^ 


EVY:   Low.  Lunnina's  a  Chevrolet, 
remember  " 

DU:   Right.  And  windshield 
wipers  are  extra. 

EVY   AM/FM  ^-speaker  stereo, 
reclining  front  seat-backs, 
■  .    tinted  glass,  twin  outside  ■ 
sport  mirrors,  sport  wheel 

:.  '     covers,  twin  visor  vanity 
mirrors,  power  steering, 
^-wheel  disc  brakes, 
.  automatic,  carpeted  trunk, 
Scotchgard™  Fabric 

•       Protector^  dual-note  horns. 


YOU:^ 


stainless  steel  exhaust 


system  and  clear-coat 


finish  are  all  standard. 
Along  with  fluidic  wind- 
shield wipers. 

And  Lumina's  still...? 


CHEVY   Priced  like  a  Chevrolet. 
YOU:   Perfect.  Absolutely  perfect. 

•  1990  Lumina  with  ojDtional  3  1 L  V6  engine  EPA  est  MPG  city  19/highway  30 
tStandard  interior  only 

Chevrolet.  Chevy  and  the'Chevrolet  emblem  are  registered  trademarks  of  the  GM  Corp 
©1989  GM  Corp  All  Rights  Reserved 

Let's  get  It  together  buckle  up  1 8B  |* 

.THE:' 


^OF  AMERICA  CJ^ 
tODAfS  CHEVROLET 
FLEET  SALES 


tenance,  repairs,  tires,  and  other  supplies 
at  volume-discount  pnces.  All  bills  are  au- 
dited by  PHH  and  consolidated  for  the 
lessee.  If  a  vehicle  is  in  an  accident,  the 
company  will  make  sure  that  it's  taken  to  a 
qualified  repair  shop  and  then  negotiate 
for  the  repairs  or,  if  it's  a  total  loss,  arrange 
to  have  it  sold.  And  at  the  end  of  the  lease, 
PHH  takes  whatever  steps  are  needed  to 
maximize  the  resale  value. 

The  whole  point  is  that  we  provide 
womb  to  tomb  management,"  says 
Noonan.  "And  no  matter  what  the  size  of 
their  fleet,  our  customers  get  the  benefit  of 
our  size  and  expertise." 

BEYOND  ASSET  MANAGEMENT 

As  the  country  s  largest  full-service 
truck  lessor  the  Vehicle  Leasing  and  Ser- 
vice Division  of  Ryder  Systems  Inc.  (d.b.a 
Ryder  Truck  Rental)  sees  its  customer 


services  extending  well  beyond  asset  fi- 
nancing  and  even  beyond  asset 
management. 

With  the  growth  of  full-service  leasing 
that  prospered  in  the  1970's,  customers 
turned  over  responsibility  for  the  acquisi- 
tion and  maintenance  of  trucks,  fuel  and 
administrative  services  to  lessors  like 
Ryder,  says  Doug  Slack,  the  division  Se- 
nior Vice  President  of  Sales.  Then  with 
industry  deregulation  in  the  early  '80s, 
truck-lease  customers  began  demanding 
driver-management  services  and  help  in 
designing  transportation  systems,  he 
says, 

"Today,  customers  are  looking  for  ser- 
vices that  are  far  broader  than  asset  man- 
agement,"  Slack  says.  "In  fact,  with  so- 
phisticated customers  the  physical  assets 
aren't  even  at  the  top  of  their  list  of  pn- 
orities.  They  want  us  to  look  at  their  total 
distribution  system  and  find  a  way  to  re- 
duce costs  and  improve  service.  " 

"We  provide  a  lot  of  services  for  all  of 
our  lessees,"  adds  Gordon  Bingham,  Se- 
nior Vice  President  of  Strategic  Planning, 
"Most  are  interested  in  basic'  full-service 
leasing.  Even  with  the  smallest  leases, 
there  are  opportunities  for  significant  cost 
savings.  We  want  to  know  about  their 
needs,  objectives,  goals.  We  want  to  talk 
about  how  we  can  be  partners." 
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Pushed  by  its  largest  customers  to  go 
beyond  asset  management,  Ryder  is  now 
providing  materials  management,  ware- 
housing, and  information  services  that 
may  actually  increase  the  customer's 
equipment  costs  but  decrease  the  overall 
cost  of  distnbuting  their  products  while  im- 
proving overall  service  to  the  lessee's  cus- 
tomers. Slack  points  out. 

For  example,  a  major  domestic  copy- 
machine  manufacturer  was  losing  market 
share  to  imports  because  the  lead  time 
between  a  customer's  order  and  delivery 
was  running  four  to  six  weeks,  while  the 
imports  were  being  delivered  within  three 
to  seven  days.  Ryder  has  set  up  a  network 
of  13  warehouses  east  of  the  Mississippi 
for  them  stocked  with  copier  parts.  Bing- 


ham explains.  Orders  are  now  sent  elec- 
tronically to  the  nearest  warehouse  where 
Ryder  employees  assemble  the  proper 
copier  model  from  the  stocked  compo- 
nents, deliver  it,  set  it  up  and  tram  the 
customer,  all  within  a  week, 

"Our  customer  is  freed  of  that  distribu- 
tion operation, "  says  Bingham.  "Their  de- 
livery time  is  improved.  Their  customers 
get  better  service,  and  the  costs  are 
down.  We've  driven  the  costs  out  of  their 
delivery  system  and  still  improved  their 
service" 

Similarly,  Ryder  has  taken  a  costly  link 
out  of  the  distnbution  chain  for  major  re- 
tailers by  setting  up  systems  that  deliver 
appliances  and  furniture  directly  from 
manufacturers  to  customers,  bypassing 
costly  reshipping  from  distribution  centers 


"Actually,  we  use 
our  leasing  dollars 
to  add  value  to  our 
services." 

Jim  Meyers, 
President 
Dataserv  Inc 


or  retail  outlets.  "Again,  their  equipme-i 
costs  have  gone  up,  but  their  overall  cos 
have  decreased,"  says  Slack. 

In  the  case  of  four  auto  manufacturer! 
Ryder  has  developed,  and  now  operate 
in-bound  just-in-time  delivery  systemj 
Requiring  extensive  information  managi 
ment  to  coordinate  delivenes  with  assen 
biy-line  requirements,  the  JIT  systerr' 
rely  heavily  on  Ryder's  information  sy; 
tems  capabilities,  Bingham  points  out. 

Although  this  kind  of  sophisticated  se 
vice  now  only  accounts  for  about  10% 
the  leasing  division's  revenues,  "it's  tl" 
fastest  growing  portion  of  our  business 
he  says. 

"Financing  is  usually  the  thing  th 
drives  companies  to  look  at  leasing,"  adc 
Slack.  "But  once  they  start  taking  advai 
tage  of  our  services,  the  financial  part  bi 
comes  less  important," 


BOUTIQUE  LEASING 

As  service  gains  in  importance,  lessor 
are  moving  to  specialization,  according! 
Robert  Laughlin,  Division  Executive  fc 
Citicorp's  Equipment  Financing  and  LeaJ 
ing  Division.  "Increasingly,  customers  ar 
looking  for  specialized  lessors,  looking  fc 
someone  with  knowledge  of  a  specific  aj 
set  and  the  way  it's  used,"  he  says.  "Th 
trend  is  to  set  up  more  and  more  'boi 
tiques,'  to  provide  a  full  range  of  financin 
services,  not  just  leasing,  in  specialize 
areas." 

Specialization  among  finance  lessoi 
gives  them  two  advantages.  "The  bettf 
you  understand  an  asset  and  the  way  it 
used,  the  more  flexible  you  can  be  in  I 
nancing  it,"  says  Laughlin.  "Customer 
are  also  looking  at  how  quickly  you  ca 
service  their  leases.  For  example,  frar 
chisee  lease  packages  are  one  of  our  sp( 
cialties.  It  can  take  a  long  time  to  figure  oi 
a  package  like  that  the  first  time,  but  aft« 
doing  a  few,  you  can  turn  them  aroun 
quickly." 

Just  as  business  is  looking  with  increa; 
ing  frequency  to  automotive  lessors  t 
manage  nonessential  operations,  finar 
cial  lessors  like  Citicorp  with  specialize 
operations  now  see  some  manufacture 
with  captive  or  in-house  leasing  program 
asking  them  to  take  over  at  least  a  portio 
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Product  proliferation.  It  gobbles  up  shelf 
space  and  offers  orAy  increased  out-of-stocks 
in  return. 

Out-of-stocks  that  get  more  and  more 
difficult  to  fill,  thanks  to  delivery  guidelines 
apparently  designed  to  turn  your  distribu- 
tion plans  into  logistical  nightmares. 

Maybe  transportation  offers  the  relief 
you  need. 


¥)uVe  cut?     YG\jtvt  cut 
^^ecut 

your  unit^ost? 

If  you  own  your  trucks,  would  leasing 
them  free  capital  that  could  work  harder  in 
product?  If  you  lease  trucks,  are  you  getting 
service  that  increases  current  orders  and 
attracts  new  customers? 

And  what  about  efficiencies  to  be  gained 
from  custom-spec 'd  equipment  operating 
on  precisely  tailored  routes  and  schedules? 

The  truth?  Success  these  days  demands 
that  you  find  and  tap  every  single  resource 
available.  Regardless  of  your  company  size. 

If  you're  interested  in  that  kind  of  think- 
ing, please  call  us  at  1-800-446-5511.  And 
^  together,  we'll  try  to  make  your  next  cut  the 

one  you've  worked  for  all  along. 
A  biggei  piece  of  the  pie. 


We're  there  at  every  tum.^ 


of  those  programs.  "All  of  corporate  Amer- 
ica is  looking  hard  at  its  returns  and  selling 
off  operations  that  are  outside  of  its  core 
businesses, "  says  Laughlin.  "About  a  year 
ago,  we  saw  manufacturers  begin  to  ex- 
amine their  captive  (leasing)  operations. 
They're  asking.  Should  we  run  it?  Should 
we  lay  off  certain  elements?'  More  and 
more  are  taking  advantage  of  financial 
lessors'  auditing  and  computer  systems." 

Recently,  for  example,  Citicorp  took 
over  captive  leasing  and  financing  opera- 
tions from  Deutz-Allis  Corp.,  a  manufac- 
turer and  distributor  of  agricultural  equip- 
ment, and  now  provides  full  financing 
services  for  Deutz-Allis  dealers. 


While  businesses  rely  on  leasing  to 
finance  all  sorts  of  equipment, 
consumer  interest  in  leasing  centers 
almost  entirely  on  new  cars.  And,  say 
auto  makers,  that  interest  is  growing, 
especially  for  luxury  and  imported 
cars.  In  retail  leasing,  the  main  ques- 
tion for  a  consumer  is  "How  much  a 
month  do  I  pay  to  drive  the  car  I  want 
to  drive?"  says  Paul  Payne,  Senior 
Vice  President  Field  Operations  for 
Mercedes-Benz  Credit  Corp. 

As  a  captive  lessor  for  Mercedes- 
Benz  dealers,  M-B  Credit  is  involved  in 
finance  type  leasing  only,  says  Payne. 


Unlike  business  leasing  customers,  re- 
tail customers  don't  really  want  or  need 
"value  added"  services  from  lessors. 
For  example,  a  new  Mercedes  carries 
a  50,000  mile  warranty,  so  bundling 
maintenance  or  repair  services  in  a 
lease  package  "wouldn't  make  much 
sense,"  Payne  explains. 

However,  recent  interest  in  financing 
new  car  purchases  through  leasing 
has  been  spurred  by  a  number  of  fac- 
tors. First,  says  Payne,  the  1986 
federal  tax  reforms  have  phased  out 
consumer  loan  interest  deductions 
and  removed  the  tax  benefits  of  a  fi- 
nanced car  purchase.  In  many  tax  ju- 
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This  trend  among  captives  is  not  con- 
fined to  one  industry,  according  to  Laugh- 
lin. "We're  talking  to  a  number  of  com- 
panies involved  with  all  types  of 
equipment  leasing,"  he  says. 

"These  are  discussions  that  never  took 
place  before,"  he  adds.  One  reason  is  that 
competition  among  lessors  has  inten- 
sified in  recent  years,  driving  lessors  to 
provide  better  services,  services  that  spe- 
cialists can  provide.  The  trend  towards 
providing  more  services  has  also  been 
"dramatically  accelerated  by  tax  reforms," 


risdictions,  sales  taxes  on  a  leased  ve- 
hicle can  be  paid  over  the  life  of  the 
lease,  and  the  customer  might  never 
have  to  pay  taxes  on  the  residual  value 
of  the  vehicle,  he  points  out.  Also, 
lessors  like  M-B  Credit  obtain  financ- 
ing "at  wholesale,"  he  says,  and  in  turn 
can  offer  "a  relatively  attractive  cost  of 
funds"  to  leasing  customers. 

But  the  main  financial  advantage  of 
a  car  lease,  says  Payne,  is  that  it 
lowers  monthly  cash  payments  since 
the  consumer  isn't  financing  the  res- 
idual value  of  the  car  when  it's  turned  in 
at  the  end  of  the  lease. 


Consumer  car  leasing  "is  definitely 
becoming  more  popular,"  says  Tom 
McGurn,  General  Manager  of  Corpo- 
rate Communications  for  BMW  of 
North  America  Inc. 

About  SIX  years  ago,  the  luxury  car 
importer  set  up  a  captive  leasing  oper- 
ation in  a  joint  venture  with  G.E.  Capital 
Corp.  "to  give  customers  an  alternative 
way  to  get  into  one  of  our  cars, "  he 
says.  Leasing  has  grown  from  about 
1 5%  of  the  company's  car  transactions 
in  1 980  to  nearly  28%  last  year,  accord- 
ing to  McGurn.  BMW  expects  leasing 
to  approach  30%  in  1989. 

While  tax  reform  has  had  some  ef- 


says  Laughlin.  "Tax  reform  changed  the 
nature  of  the  leasing  business"  since  it 
diminished  the  value  of  investment  tax 
credits.  Lessors,  he  explains,  have  had  to 
replace  lost  tax  advantages  with  new  rea- 
sons for  leasing,  including  services  that  r 
come  bundled  with  the  financing.  k 

DIFFERENT  MARKETS,  I 
DIFFERENT  SERVICES  I 

The  move  to  deregulate  much  of  Ameri-i 
can  industry  also  helped  bring  about  ai 
basic  change  In  the  leasing  industry,  ac-i 
cording  to  Ron  Larson,  Senior  Vice  Presi-1 
dent  of  First  Bank  System  Inc.  (FBS)  and[ 
head  of  the  bank's  National  Leasinql 


feet  on  the  popularity  of  leasing,  more 
and  more  car  buyers  are  interested  in 
"  cost  per  month  rather  than  total  cost," 
McGurn  says.  "A  lease  simply  offers 
the  lowest  capital  outlay." 

Recognizing  that  growing  interest, 
some  automakers  have  even  begun 
adding  leasing  incentive  programs  to 
complement  rebate  and  other  sales  in- 
centive programs.  Toyota,  for  example, 
is  currently  offenng  special  lease  rates 
on  Its  top-of-the-line  model,  as  well  as 
special  option  packages  for  leased 
cars. 

Other  auto  makers  without  estab- 
lished in-house  leasing  operations 
have  moved  to  find  financial  partners  to 
help  them  compete  tor  leasing  dollars. 
Just  last  year,  Peugeot  Motors  of  Amer- 
ica Inc.  reached  an  agreement  with  Se-  ■ 
curity  Pacific  National  Bank  to  provide 
its  dealers  with  a  corporate  leasing  i 
program. 

"We  felt  we  had  to  have  a  leasing 
program  to  remain  competitive  with 
other  luxury  car  makers,"  says  a 
Peugeot  spokeswoman.  Not  only  does 
leasing  lower  monthly  costs,  but  it  also 
offers  shorter  terms  than  financing,  al- 
lowing consumers  to  get  into  new  cars 
more  quickly,  she  points  out. 

In  just  over  a  year  of  operation,  leas- 
ing has  already  grown  to  account  for  j 
nearly  20%  of  the  company's  sales,  the  ; 
Peugeot  spokeswoman  says.  | 

The  auto  industry's  newest  retail  j 
leasing  operation  was  unveiled  at  the  j 
beginning  of  the  year  by  Mitsubishi  | 
Motor  Sales  of  America  Inc.  A  joint  m 
venture  with  G.E.  Capital,  Triple  Dia-  : 
mond  Leasing  is  expected  to  account 
for  15%  to  25%  of  Mitsubishi's  1989 
sales,  according  to  Kevin  Ormes,  the 
company's  General  Sales  Manager 

When  today's  consumers  look  at  ' 
buying  cars,  Ormes  explains,  they  look  i,' 
at  the  whole  picture  —  higher  finance  i 
rates,  terms  as  long  as  60  months  and  > 
resale  values  that  may  not  be  all  that  i 
high  at  the  end  of  a  five  year  loan.  By 
comparison,  he  says,  "a  lease  can  look  '! 
pretty  good. "  L, 


m 


LEASING  THAT  HELPS  YOU  BUILD  FOR  THE  FUTURE. 


A  dream  can  grow,  into  reality. 
If  your  business  strategy  calls  for  adding  new 
equipment  while  preserving  your  capital,  Xerox 
Credit  Corporation  has  innovative  equipment  leas- 
ing programs  that  can  help  you  succeed. 

With  six  specialized  leasing  units,  you  can  count 
on  talking  to  someone  who  fiiUy  understands  your 
equipment  needs.  As  well  as  your  vision  for  the 
future. 

Big  ticket  leases  and  major  capital  investments  are 
handled  by  the  Corporate  Finance  Division.  For 
middle  ticket  industrial  financing  there's  Circle 
Business  Credit.  LMV  Leasing  buys,  leases  and 


manages  fleets  of  vehicles.  Dowdell  Corporation 
arranges  equipment  leasing  for  the  health  care 
industry.  Highline  Financial  Services,  Inc.  pro- 
vides operating  lease  programs  for  manufacturers  of 
high  technology  equipment.  And  the  Installment 
Sales  Division  offers  financing  and  leasing  for 
Xerox  document  processing  equipment. 

The  fact  is,  if  it  can  be  purchased,  we  can  show 
you  the  most  advantageous  way  to  lease  it.  So  put  the 
power  of  The  Xerox  Financial  Machine  to  work  for 
you.  Call  203-325-6602,  or  write:  Office  of  the 
President,  Xerox  Credit  Corporation,  100  First 
Stamford  Place,  Stamford,  CT  06904. 


Group.  "Deregulation  created  a  need  for 
more  flexibility, "  he  says.  In  trucking  and 
the  airline  industry,  for  example,  short- 
term  leasing  has  become  an  important 
strategy  to  help  companies  respond 
quickly  to  competitive  changes.  Today, 
Larson  says,  lessors  "have  to  be  more 
than  credit  specialists." 

In  response  to  deregulation,  as  well  as 
tax  reforms,  FBS  has  divided  its  capital- 
equipment  leasing  operations  into  nar- 
rower market  groups  specializing  in  trans- 
portation, high  technology,  and  general 
equipment.  "There  is  a  broad  need  to  pro- 
vide value-added  services  like  asset  and 
information  management,"  says  Larson, 
"but  by  organizing  the  group  into  market 
areas,  we  can  give  customers  more  exper- 
tise in  their  particular  industry  in  terms  of 
credit,  equipment,  and  residual  value." 

For  example,  he  says,  "the  cost  of  finan- 
cing IS  not  the  issue  for  companies  with 


large  auto  fleets.  Delivery,  resale,  trans- 
portation management  services,  those 
are  the  key  issues  for  these  customers." 
As  asset  managers  specializing  in  trans- 
portation, FBS  "can  target  the  intermedi- 
aries that  can  provide  these  services," 
Larson  explains.  As  information  manag- 
ers, the  company's  transportation  spe- 
cialists "maintain  libraries  of  information 
on  the  market  so  they  can  measure  these 
costs.  They  can  evaluate  the  key  tax  and 
accounting  issues  to  help  the  customer 
find  the  best  financing,  whether  it  involves 
a  lease  or  some  other  financing  solution." 

Similarly,  systems  engineering  support, 
software  development,  disaster  recovery 
and  equipment  resale  are  important  to 
lessees  in  the  high-tech  computer  and 
telecommunications  field.  FBS'  strategy 
in  that  market  is  to  "target  clients  that  sup- 
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ply  those  services  and  form  partnerships 
to  offer  their  customers  financing,"  Larson 
explains. 

In  each  of  its  market  areas,  FBS'  leas- 
ing group  IS  actually  functioning  as  "a  fi- 
nancial engineer  rather  than  as  traditional 
lessor, "  he  points  out.  "We  don't  have  a 
pre-determined  leasing  product  line.  We 
look  at  an  equipment  need  and  help  the 
customer  determine  the  best  financing 
solution. " 

NO.  1  STRENGTH 

Despite  the  new  emphasis  on  value- 
added  services,  'the  number  one  strength 
of  lessors  is  still  their  expertise  in  structur- 
ing financial  arrangements,"  says  William 
Montgomery,  President  of  Xerox  Credit 
Corp.  and  Chairman  of  the  American  As- 


sociation  of  Equipment  Lessors,  a  leasing 
industry  trade  group. 

Still,  special  knowledge  of  a  market  is 
important,  he  feels,  because  "it  can  make 
a  contribution  in  structuring  a  deal  and 
help  a  lessor  be  more  than  a  pnce  quoter  " 
For  example,  "if  a  lessor  is  up  to  speed  on 
the  quality  of  various  aircraft  and  on  airline 
industry  conditions,  it  can  suggest  the 
most  appropriate  structure  for  an  aircraft 
leasing  package,  "  Montgomery  says. 
"That  gives  a  customer  more  confidence 
in  us  and  helps  us  develop  a  partnership 
relationship." 

Xerox  Credit  finances  assets  worth 
about  $2  billion  every  year,  $1  billion  un- 
der captive  leasing  services  for  its  parent, 
Xerox  Corp.,  and  $1  billion  as  an  equip- 
ment lessor  competing  in  the  open  mar- 
ket. "We  don't  attempt  to  be  experts  on  all 


equipment,"  says  Montgomery,  "and  wt 
don't  suggest  that  people  purchase  one 
type  of  equipment  over  another." 

Value-added  services  do  have  an 
important  place  in  leasing,  he  adds.  Com- 
puter leasing,  for  example,  is  one  areal^ 
where  "value-added  services  have  reallylB 
come  into  play  in  recent  years, "  according'* 
to  Montgomery  And  while  Xerox  is  not 
involved  in  the  computer  leasing  busi- 
ness. It  does  have  some  copy  equipment 
leases  where  it  provides  both  the  ma- 
chinery and  the  personnel  to  operate  it.  ', 

The  same  type  of  "total-service  "  lease" 
is  also  proving  popular  for  magnetic  reso- 
nance imagers.  Area  hospitals  get  to- 
gether to  lease  an  MRI  set  up  as  a  mobile 
imaging  center  that  moves  between  the 
hospitals  on  a  scheduled  basis.  "We  have 
leases  on  about  30  of  these  mobile  imag- 
ing centers,  "  says  Montgomery  "We  not 
only  finance  the  MRI,  but  also  provide  the 
tractor  and  trailer  to  house  it,  the  driver, 
and  sometimes  the  technicians  to  operate 
it." 

MORE  THAN  FINANCING 

As  Manager  of  Business  Development^ 
for  commercial  equipment  financing  atl 
G.E.  Capital  Corp.,  Randy  Waring  agrees  " 
that  "customers  are  looking  for  more  than 
financing  from  lessors." 

A  generalist  participating  in  virtually  all 
areas  of  equipment  financing,  Warings  di- 
vision of  G.E.  Capital  seeks  to  provide 
"other  services  that  go  easily  with  our  fi- 
nancing services,"  he  says.  In  some^^ 
cases  that  means  arranging  "vendor"  pro-|j 
grams  for  equipment  dealers  and  manu-B 
facturers  that  give  them  the  flexibility  tol 
complement  their  sales  and  service  oper-ll 
ations  with  lease  financing.  f| 

In  other  cases,  the  divisions  flexibility 
means  it  actually  offers  customers  fewer 
services  than  another  lessor  In  truck  leas- 
ing, for  example,  "some  customers  don'ti 
want  the  whole  full-service  package, '"'|| 
says  Waring,  "If  they  only  want  part  of  the  J 
package,  we  can  arrange  that."  i 

Theres  no  ooubt  in  Warings  mind  that"^ 
equipment  leasing  has  changed  in  the  last 
few  years,  adding  an  array  of  services  to 
Its  primary  financing  benefits.  "A  lot  of;' 
companies  are  taking  a  back-to-basics 
approach  to  their  businesses,"  he  says. 
"They  can  t  justify  the  cost  of  that  trans-: 
portation  operation,  or  phone  system,  or 
computer,  and  they  can  t  keep  up  with  all 
the  changes  in  technology  They  want  to 
focus  on  their  core  business,  and  they're 
looking  to  outsource  all  those  ancillary 
services  to  someone  like  a  lessor  who  can 
choose  the  nght  equipment,  finance  it, 
maintain  it,  and  bundle  it  all  together  in 
way  thats  less  costly  and  more  con- 
venient." 

This  Special  Advertising  Section  was  wntten 
by  Jim  Mele,  Senior  Editor  of  Fleet  Owner 
magazine.  [|| 
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THE  GM  CAk 
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PAYMENTS 


CHEVROLET 
PONTIAC 

DLDSMOBILE 
BUICK 
CADILLAC 

GMC  TRUCK 


GET  THE  BEST  OF  BOTH  WORLDS 
WITH  SMARTlEASE  BY  GMAC 

If  you  want  to  drive  a  new  GM  car  or 
light  truck  and  you  want  low  monthly 
payments,  you  want  SmartLease 
by  GMAC.  A  smart  alternative  to 
purchasing,  SmartLease  lets  you 
pick  out  and  drive  the  car  or  light 
truck  of  your  dreams  without  tying 
up  a  lot  of  your  money  So  you  can 
use  your  money  for  other 
things— to  invest  or 
spend  as  you  please. 


GET  SMARTLEASE 
ONLY  AT  YOUR  GM  DEALER 

Ask  your  GM  Dealer  about  Smart- 
Lease  today  As  a  qualified  lessee, 
you  can  usually  drive  home  the  GM 
car  or  light  truck  of  your  dreams 
within  an  hour  or  two.  So  don't  wait. 
Get  into  your  GM  dream  the  smart 
way  with  SmartLease  by  GMAC. 

GMAC  is  an  Equal  Credit  Oppor- 
tunity Company 


SUARTtEASE 


1989  GMAC  All  Righls  Reserved 


tyyGMAC 
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Travel 


TASTING  WINES 

AT  THEIR  SCENIC  SOURCES 


There's  little  argument  that 
some  of  the  world's  finest 
wines  are  made  in  the  U.  S. 
And  on  the  theory  that  a  riv- 
er is  sweetest  at  its  source, 
wine  tasting  at  vineyards 
has  become  a  popular  sum- 
mer pastime.  Yet  even  in 
some  of  the  country's  most 
well-trodden  areas,  there  are 
still  discoveries  to  be  made. 
BUSINESS  WEEK  offers  you  a 
tour  of  some  of  the  more  in- 
teresting wineries  on  both 
sides  of  the  Continent. 


CALIFORNIA 

RUGGED  COASTLINE, 
STURDY  WINES 


Wine  tasting  in  Cali- 
fornia has  become 
synonymous  with  a 
trip  to  the  lush  Napa  and  So- 
noma Valleys,  an  hour  or  so 
north  of  San  Francisco.  Those 
areas  are  home  to  several 
hundred  wineries  and  boast 
some  of  the  world's  finest 
grape-growing  conditions. 
Nowadays,  though,  the  two 
valleys  also  are  home  to  traf- 
fic snarls  and  mob  scenes. 

Sipping  cheek-by-jowl 
with  the  masses  isn't  your 
style?  No  problem.  You 
can  find  wineries  in  43  of 
California's  58  counties, 
and  many  of  them  make 
good  wine.  One  region 
that's  becoming  an  impor- 
tant new  wine  center  is 
Monterey  County,  a  couple 
of  hours  south  of  San 
Francisco  via  Highway  1. 
While  the  name  may  con- 
jure up  images  of  majestic 
cypress  trees  swaying  in 
the  ocean  breeze,  the  fog 
blown  in  by  that  same 
breeze  creates  a  cool  cli- 
mate in  the  northern  end 
of  the  Salinas  Valley,  just 
over  the  first  coastal 
mountain  range. 
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Unlike  the  clustered  vine- 
yards of  the  compact,  narrow 
Napa  Valley,  Monterey's  15 
or  so  wineries  are  spread  far 
apart.  Major  hotels  in  the  city 
of  Monterey  as  well  as  the 
local  visitors'  bureau  offer 
guides  to  the  wine  country. 


JEKEL  VINEYARD:  TOUR  AND  TASTE, 
THEN  UNPACK  YOUR  PICNIC  LUNCH 


One  option  would  be  a  loop 
tour  that  could  easily  take 
most  of  a  day  and  include  a 
scenic  drive  along  the  Salinas 
River.  Start  in  Gonzales, 
about  20  minutes  from  Monte- 
rey, by  dropping  in  at  Monte- 
rey Vineyards,  which  offers 
daily  tours  and  a  large 
tasting  room. 

HOG'S  BREATH.  If  you  Start 
early,  you  can  make  it  in 
time  for  lunch  at  Jekel 
Vineyard  in  Greenfield, 
about  20  minutes  south  of 
Gonzales  on  Highway  101. 
Call  ahead  if  you'd  like  a 
tour  as  well  as  a  taste,  but 
Bill  and  Pat  Jekel  invite 
you  to  bring  a  picnic  lunch 
to  their  arbor  overlooking 
the  vineyards.  As  you 
make  your  way  back 
north,  head  west  on  Car- 
mel  Valley  Road  and  sam- 
ple chardonnay,  merlot,  Jo- 
hannisberg  riesling,  and 
sauvignon  blanc  at  Cha- 
teau Julien  Wine  Estate. 
Try  to  spend  at  least  one 


night  in  Monterey  or  Canei 
If  you're  still  in  the  moot* 
taste  wine,  both  Paul  Ma'iOi 
and  Monterey  Peninsula  in 
ery  have  special  tasn^ 
rooms  on  Cannery  Roviiii 
Monterey.  The  Smith  &  W 
Winery  operates  a  tasn 
room  in  Carmel.  ; 

Take  the  17-mile  dfi 
through  Pebble  Beach,  Sic 
you'll  enjoy  stunning  view.o: 
forests  and  cliffs  as  welia; 
famous  golf  courses.  In  ai" 
mel,  you  may  even  spy  ©r 
mer  Mayor  Clint  Eastwoo  a' 
his  tavern,  the  Hog's  Brit 
Inn.         Joan  O'C.  Hamio. 


NEW  YORK 

THE  VINE-GIRDLED 
FINGER  LAKES 


on't  listen  to  anjr. 
who  says  New 
State  wines  are  k 
For  a  long  time  many  w 
and  some  are  still  cloyiKi, 
sweet  or  made  from  undiiin 
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lished  grape  varieties.  The 
mate  isn't  ideal  for  making 
eat  reds,  in  any  case.  But  a 
owing  number  of  sophisti- 
ted  winemakers  in  the  Fin- 
ir  Lakes  are  turning  out 
me  excellent  chardonnays, 
jsiings,  gewiirztraminers, 
d  dessert  wines.  Some  of 
5  best  can  be  found  on  the 
ipes  above  Seneca  Lake  in 
9  heart  of  the  region. 
Belhurst  Castle,  an  elegant 
■room  inn  in  Geneva  at  the 
D  of  the  lake,  is  one  of  the 
er  lodgings  in  the  area, 
cm  there,  for  an  easy  day 
wine  tasting,  head  south  on 
mte  14  toward  Watkins 
en.  Among  several  winer- 
one  to  watch  for  is  the 
3tic  Hermann  J.  Wiemer 
neyard,  near  Dundee.  Ger- 
in-born  Wiemer,  47,  was 
e  of  the  first  Finger  Lakes 
itners  to  grow  such  classic 
iropean  vinifera  grapes  as 
ardonnay  and  sauvignon 
me.  His  wines  are  served  in 
5t  class  on  American  Air- 
es flights  and  in  several  top 
mhattan  restaurants. 
RM  WINERY.  Continue  on 

0  Watkins  Glen  at  the  foot 
the  lake,  pick  up  Route  414, 

1  head  north  up  the  east 
e  of  the  lake  toward  Lodi. 
)n  you'll  reach  the  village 

Hector,  home  of  Hazlitt 
)2  Vineyards.  There,  in  the 
"n-style  tasting  room,  you'll 
L  a  feel  for  a  typical  farm 
lery  of  the  region. 
\.  few  minutes  north,  just 
.side  of  Lodi,  is  Wagner 
leyards,  home  of  one  of  the 
>t  wines  in  the  region.  Wine 
tic  Robert  M.  Parker  Jr. 
5  called  Wagner's  chardon- 
"explosively  rich"  and 
16  of  the  best  in  the  coun- 
."  The  current  vintage  sells 

about  $11  a  bottle. 
)ne  detour  to  consider  is  a 
mile  jaunt  west  from  Wat- 
s  Glen  to  the  charming 
m  of  Hammondsport,  at 
!  foot  of  Keuka  Lake.  The 
age  is  home  to  several  win- 
es, including  huge  Taylor 
ne  Co.  Its  lavish  visitors' 
iter  is  world-class,  and  the 
ir-long  tour  is  by  far  the 
St  extensive  and  informa- 
3  in  the  region.  Try  the  Ra- 
.  51  Estate  Bottled  1987 
i  the  finer  champagnes  and 
irries.  Bob  Neff 


Collecting 

eiASHOSTIH  THE  GALLERIES: 
THE  SURGE  IN  SOVIET  ART 


For  years,  artists,  like  ev- 
eryone else  in  the  Soviet 
Union,  hewed  to  a  strict 
party  line.  Those  who  didn't 
paint  within  the  confines  of 
state-sanctioned  "socialist  re- 
alism"— that  is,  idealized  por- 
traits of  Lenin  or  the  proletar- 
iat— were  deemed  "unoflficial" 
and  forbidden  to  show  or  sell 
their  work. 

But  in  1986,  that  began  to 
change.  Gorbachev,  glasnost, 
perestroika,  and  a  desire  for 
hard  Western  currency  led 
the  Kremlin  to  allow  Soviet 
artists  to  show,  sell,  and  ex- 
port to  the  West  works  that 
had  once  been  considered  sub- 
versive. "Dissident,  unofficial, 
left-wing,  right-wing — all 
those  terms  are  meaning- 
less now,"  says  Nathan 
Berman,    director  of 


Soviet  art:  Oleg  Tselkov, 
an  emigre  whose  paint- 
ings feature  contorted 
faces  and  figures  in  bold, 
primary  colors  and  fetch 
from  $20,000  to  $100,000, 
and  painter/sculptor 
Ernst  Neizvestny,  whose 
works  sell  in  the  $15,000- 
to-$200,000  range.  His  bronze 
sculptures  are  on  view  at 
Nakhamkin's  New  York  gal- 
lery through  June  9. 
MOCK  HOMAGE.  Other  Soviet 
artists  who  have  become  in- 
ternational celebrities  are  Ilya 
Kabakov,  a  Moscow  painter 
whose  work  now  goes  for  as 
much  as  $250,000,  and  the 
team  of  Vitaly  Komar  and  Al- 
exander Melamid,  two  witty, 


SCISSORS"  BY  EXPATRIATE 
OLEG  TSELKOV 


traits  of  workers  from  the 
Bergen  Point  Brass  Foundry 
in  Bayonne,  N.  J.,  where  the 
two  artists  now  have  a  studio. 

This  may  be  an  opportune 
time  to  buy,  since  Soviet  art 
can  still  be  found  at  relatively 
modest  prici's.  If  tlic  Soviets 


VITALY  KOMAR  AND 
ALEXANDER  MELAMID'S 
"EVENING  AT  BAYONNE" 


Eduard  Nakhamkin,  a 
U.  S.  gallery  dedicated 
exclusively  to  contempo-  ' 
rary  Soviet  art.  "Absolutely 
anything  is  allowed." 

These  days,  many  artists 
who  once  had  their  outdoor 
shows  bulldozed  by  the  KGB 
are  selling  their  work  as  fast 
as  Western  art  dealers  can 
snap  it  up.  Last  July,  $3.6  mil- 
lion worth  of  paintings  were 
sold  at  the  Soviet  Union's 
first  commercial  art  auction,  a 
joint  venture  between  its 
Culture  Ministry  and  Soth- 
eby  Parke  Bernet.  Grisha 
Bruskin,  whose  work  had 
fallen  out  of  favor  with  the 
Soviet  authorities  and 
whose  canvases  had  been 
selling  for  $7,500  a  few 
years  ago,  saw  his  mural, 
Fundamental  Lexicon,  go 
for  $415,000. 

Demand  is  still  building. 
Berman  expects  Nakham- 
kin's sales  to  double  to  $10 
million  this  year.  Nakham- 
kin's six  galleries  feature 
two  of  the  biggest  names  in 


irreverent  emigres  now  show- 
ing at  the  Ronald  Feldman 
Gallery  in  New  York.  The  ma- 
jority of  their  works  sell  for 
around  $75,000  and  range 
from  paintings  that  pay  mock 
homage  to  Stalin  by  portray- 
ing him  next  to  the  words 
"Thank  You  Comrade  Stalin 
for  Our  Happy  Childhood"  to 
sunset  landscapes  and  por- 
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ever  say  nyet  to  perestroika, 
prices  will  probably  climb  as 
the  supply  of  "unofficial"  art 
grows  scarce. 

One  source  is  Gallery  Lory 
(203  838-7226)  in  South  Nor- 
walk.  Conn.,  which  is  showing 
The  Art  of  Contemporary 
Russia  through  May  15,  fea- 
turing works  by  Anatoly  Mak- 
hov,  Vyacheflav  Mikhailov, 
and  Vittaly  Dlugy.  Their 
paintings  are  in  the  $3,000- 
to-$15,000  range. 

If  you're  more  interested 
in  browsing  than  buying, 
Chicago  Art  Fair  on 
.Uay  10  and  11  will  feature 
Bruskin  and  other  Soviet 
artists,  and  the  San  Diego 
Arts  Festival  will  exhibit 
Treasures  of  the  Soviet 
Union,  from  Oct.  21  to 
Nov.  11.  Laura  Zinn 


"ACTOR'S  MEMORY?  BY 
MOSCOW  ARTIST 
ANATOLY  MAKHOV 
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FUSION  OR  NOT, 
PALLADIUM'S  HOT 


Until  recentiy.  few  people 
had  ever  heard  of  it — a 
grajish  metal  used  in  mak- 
ing semiconductors  and  den- 
tal crowTis.  Then  came  the 
news  about  cold  nuclear  fu- 
sion (BW — May  8),  and  sud- 
denly palladium,  a  key  player 
in  that  process,  became  a  hot 
metal.  After  the  announce- 
ment, the  price  of  palladium, 
which  is  in  the  platinum  met- 
als group,  spiked  2fFc  to  an 
eight-year  high  of  S1S4  an 
ounce.  It  has  since  drifted 
down  to  about  S160. 

Even  before  the  fusion  ex- 
periment, palladium  was  be- 
ginning to  glow.  Demand 
from  its  chief  user,  the  elec- 
tronics industrj-.  is  increas- 
ing— which  should  soon  start 
squeezing  supphes.  says  Jef- 
frey Christian  of  CPM  Group, 
a  metals  consultant.  Lately, 
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PALLADIUM'S 
PROGRESS 


▲DouABraoma 

Dot  RBS  mHunn  STSiBE  w: 


palladiimi  has  also  benefited 
from  rumors  that  it  would 
replace  platinum  as  the  chief 
ingredient  in  automotive  cat- 
al\-tic  converters.  "The  mar- 
ket has  been  re\-italized," 
says  Ted  Amoid.  metals  spe- 
cialist for  Merriil  LjTich  in 
London.  "The  fusion  news 
just  added  sex  appeal." 

Right  now.  tiiough,  the 
metal  may  be  too  hot  to  han  - 
dle. Arnold  ad\ises  investors 
to  wait  for  prices  to  drop  to 
S150  before  bujing.  Palladi- 
um has  the  potential  in  the 
next  nine  months  to  trade  at 


a  sustained  SlSO — or  even 
S200,  should  the  fusion  out- 
look prove  favorable. 

That's  the  upbeat  scenario, 
of  course.  A  slump  in  the 
automotive  or  electronics  in- 
dustry could  easily  send 
prices  tumbling.  Fusion 
aside,  palladium  remains  pri- 
marily an  industrial  metal, 
and  a  thinly  traded  one  at 
that.  Recently,  on  the  New 
'  York  Mercantile  Exchange, 
the  number  of  outstanding 
palladium  contracts  was  onlv 
'  9.599  vs.  20,444  for  platinur.-. 

and  160.613  for  gold. 
!     Palladium  can  be  expen- 
sive for  indi%iduals  to  buy. 
Brokers  tj-pically  deal  in  100- 
oimce  contracts.  Obtaining 
j  smaller  quantities  is  harder, 
;  since  most  metal  dealers, 
when  they  stock  palladium  at 
j  all,  carry  industrial  100- 
'  ounce  bars.  But  some  are  be- 
ginning to  accommodate  in- 
vestors.   Monex  Interna- 
tional, a  dealer  in  Newport 
Beach,  Calif.,  just  started  of- 
fering 50-ounce  minimum 
purchases  of  palladiimfi  in  1-, 
5-.  and  10-ounce  bars  at  a 
commission  over  the 
spot  metal  price. 
CUDDLY  COINS.  Several  gov- 
ernment mints  have  recently 
issued  commemorative  palla- 
dium coins.  Although  primar- 
ily collectors'  items  (and  bur- 
dened -with  heft}"  premiums). 
.  these  products  do  reflect  the 
,  metal's  performance:  One 
I  popular  medal,  the  1-ounce 
I  Chinese  Panda,  has  risen  to 
;  S305  from  S250  in  December. 
Since  palladium  is  usually 
mined  as  a  by-product  of 
platinum,  another  strategy- 
would  be  to  buy  shares  of 
platinum  companies,  says 
Patrick  MagiUigan,  a  Merrill 
Lynch  equities  analyst.  The 
big  two  are  Impala  Platinum 
Holdings  and  Rustenburg 
Platinum  Holding.  Both  are 
South  African — and  both  are 
up  some  20^c  since  the  fusion 
news  exploded.     Troy  Segal 


LOGGING  ON  FROM  LAGOS 
TO  LIMA 


Lei's  say  you've  mastered 
the  art  of  hooking  up 
your  laptop  computer  to 
hotel  phone  lines.  The  mes- 
sages you  sent  from  Detroit 
and  the  '\(\'est  Coast  reached 
headquarters  without  a  glitch, 
and  electronic  mail  flowed 
smoothly  into  your  laptop. 
But  now  ther're  sending  you 
to  Mexico,  or  perhaps  Egj-pt, 
for  a  week.  '^'iW  your  laptop 
I  perform  on  foreign  phones'? 
!     Yes.  but  not  without  a 
'  struggle.  In  the  U.  S.,  most 
phones  snap  in  and  out  of 
wall  jacks,  '^'ith  a  computer 
r.  :  o'Kup  wire,  it's  easy  to  snap 
tne  computer  into  the  phone 
line.  But  many  phones  in  the 
developing  world  are  still 
i  hard-wired,  as  U.  S.  phones 
[  were  20  years  ago.  The  solu- 
tion: Carn."  along  a  Phillips 
I  screwdriver,  a  penknife,  and  a 
I  modified    hookup  wire — a 
primitive  but  effective  means 
of  circumventing  the  hard 
wiring. 

PHONE  SURGERY.  The  doctored 
cable  is  simply  cut  open,  and 
two  alligator  clips  are  at- 
j  tached  to  the  two  wires  in- 
I  side.  (Stateside  electronics 
I  shops  will  usually  do  this  for 
:  a  small  charge.)  You  imscrew 
the  phone's  mouthpiece,  re 
move  the  microphone,  and  at- 
tach the  chps  to  the  two 
prongs  beneath  it. 

But  suppose  your  phone 
doesn't  have  an  unscrewable 


i 


mouthpiece'?  The  Third  ^ 
is  teeming  with  such  ph 
Here,  travelers  might  try 
fashioned  acoustic  couple  ■ 
a  pair  of  muffs  tiiat  enc  i 
the  mouthpiece  and  ear]  r 
of  the  telephone's  rece : 
These  work  if  you  can  fi 
phone  with  round  earpi  ■ 
and  mouthpieces.  But  ni 
of  the  same  phones  that  c  r 
unscrew  also  have  sqii 
mouthpieces.  In  this  case,  f 
might  have  to  ask  the  h 
operator   for   a    diffe  i: 
phone,  or  look  for  other  *t 

Assuming  you  have  ; 
cessfully  hooked  up  i 
phone,  you  probably  can't 
direct  to  your  stateside 
puter.  Chances  are  you 
have  to  go  through  an  oj 
tor  who  can  send  you  the 
while  the  phone  is  rin^ 
And  you  might  also  warn 
or  him  that  you  wUl  be  un 
to  acknowledge  that  yo 
there.  It's  ver.-  frustratin 
have  the  computer  bee 
the  mouthpiece  in  your 
and  an  operator  saying: 
nor,  Senor,  are  you  there 

Even  if  you  do  everjt 
right,  telecomputing  from 
developing  world  is  an  ifih 
deavor.  Static  and  noise 
the  line  can  interfere  with 
nals.  so  tn,-  to  pick  hotels 
offer  fax  and  telex  sen" 
and  send  test  message- 
make  sure  their  machines 
working.  Szephen  b\ 
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ed  Chips  White  Chips.  Blue  Chips. 


The  quiet  clicks  of  red  and  white  - 
chips  add  up  to  a  roar  of  blue-chip  busi-  : 
ness  at  American  casino  hotels  —  nearly 
$8  billion  a  year 

.\bout  $1  billion  of  that  is         .  , 
generated  by  the  four  Bally  casino  hotels  |r 
—  Rally's  Las  Vegas,  Bally  s  Reno,  and  our  "^ 
two  Atlantic  City  properties.  Rally's  ^- 
Park  Place  and  Bally  s  Grand.  H;^; 

This  level  of  cash  flow  makes  Bally 
America's  premier  gaming  company. 

That's  a  lot  of  red  and  white  chips. 
But  as  anyone  can  tell  you,  it  takes  a  lot 
of  red  and  white  chips  to  equal  a  blue  chip. 

Casino  hotels  are  just  one  part  of 
Bally  s  strength  in  the  leisure  business 
category.  Which  should  come  as  no  sur- 
prise —  because  Bally  created  the  leisure 
business  categon.  Besides  casino  hotels, 
Bally  is  the  leader  in  four  other  major 
areas  of  the  category  —  public  lottery  -  ~ 
games,  gaming  and  fitness  equipment, 
health  and  fitness  centers,  and  amusement 
arcades. 

Leisure  is  America's  most  exciting 
growth  industry  —  $37.5  billion  in  revenues 
last  year,  with  a  growth  rate  almost  twice 
that  of  the  GNP  And  with  sales  of  abnost 
$2  billion.  Bally  is  a  significant  leader  in 
this  diverse  and  growing  industry. 

Because  wlierever  America  spends 
its  leisure  time.  Bally  leads  the  way. 

For  more  information,  write  to 
Ballv  Public  Relations  Department, 
8700  W.  Br>ii  MawT, 
Chicago, IL '60631.  ^yr-\-'  >, 
Or  call  312-       X/S^  Zv^ 

.  (^Mf^€ 


WHEN  AN  S  CORP 
MAY  SPELL  TAX  RELIEF 


Small  business  owners 
are  a  blessed  lot  under 
tax  reform.  While  the 
1986  tax  law  closed  a  vast 
array  of  favored  loopholes, 
it  left  a  major  one  for  owners 
of  closely  held  companies:  S 
corporation  status.  Small  busi- 
nesses set  up  as  traditional 
corporations  have  converted 
in  droves  into  S  corps,  which 
are  taxed  like  partnerships, 
thus  eliminating  corporate- 
level  taxation.  And  the  tax 
status  is  especially  attractive 
for  startups. 

One  reason  for  the  allure 
of  S  corp  status  is  lower 
indi\idual  tax  rates.  For  the 
first  time  ever,  corporate  ta! 
rates,  which  peak  at  39'~<:.  ex- 
ceed the  highest  indi\'idual 
tax  bracket,  currently  SS^'c  In 
the  past,  when  corporate 
rates  were  lower  than  indi\id- 
ual  rates,  it  made  sense  to  re- 
tain earnings  in  the  company. 
But  now  it's  smarter  to 
switch  to  an  S  corp  and  fun- 
nel earnings  straight  through 
to  the  owners, 

QUICK  CHANGE.  A  construc- 
tion equipment-leasing  compa- 
ny outside  Washington.  D.  C 
for  instance,  decided  after  34 
years  as  a  regular  corporation 
to  switch  to  S  status  in  1987. 
"We  couldn't  afford  not  to 
make  the  change."  says  the 
treasurer.  "Corporate  rates 
are  more  stringent,  and  they 
are  more  likely  to  increase 
than  individuals'  rates." 

Many  of  the  more  recent 
conversions  were  timed  to 
beat  new  rules  that  take  a  lit- 
tle bit  of  the  bloom  off  the  S 
corp  rose.  New  regulations 
that  kick  in  fully  this  year  im- 
pose a  corporate-level  tax  on 


It 


certain  asset  sales  after  the 
s\\"itch.  If  a  coi^poration  elects 
to  convert  and  sells  assets 
within  a  10-year  period,  it  will 
have  to  pay  taxes  on  the 
"built-in  gain."  or  the  differ- 
ence between  the  original  cost 
of  the  asset  and  its  fair-mar- 
ket value  on  the  date  of  con- 
version. "Most  companies  will 
still  benefit  from  the  S 
election,  but  it's  not  the 
nice,  easy  move  it  used  to 
be."  says  Da\id  Boyle  of 
accounting  firm  Ernst  & 
^\Tiinney. 

The  new  rules  may  re- 
shape thinking  of  entrepre- 
neurs considering  a  start- 
up. "In  the  past,  it  was 
normal  to  start  as  a  C  cor- 
poration and  look  at  the  S." 
says  Robert  Franco  of  Price 
Waterhouse.  "Now.  closely 
held  corporations  presumably 
should  start  as  S  companies, 
and  then  look  at  why  they 
should  not  be  S." 

Companies  expecting  either 
losses  or  substantial  income 


will  benefit  the  most  from  S  j 
status.  A  regular  corporation  | 
would  be  unable  to  use  the  ! 
losses  against  income  until  it 
started  making  money  itself. 
If  a  startup  runs  in  the  red  in 
its  first  few  years,  a  pro  rata 
share  of  the  losses  may  be 
taken  immediately  on  the  per- 
sonal tax  returns  of  the  com- 


Stanups  particularly 
favor  S  status,  which 
lets  them  be  taxed  like 
partnerships 


pany's  owners,  providing  a 
shelter  for  other  income.  But 
the  shareholder  may  do  this 
only  if  he  shows  that  he  has  a 
"material"  role  in  the  busi- 
ness— by  spending  more  than 
500  hours  a  year  on  it.  for 
example.  If  he  is  merely  a  so- 
called  passive  investor,  he 


may  write  off  the  loss 
against  income  from 
passive  acti\ities.  like 
real  estate. 

BREAKEVEN  POINT.  Comp 

with  booming  earnings  w 
also  benefit  from  the 
tax  rates  that  accompan\ 
S  status.  Ken  Patn,-  of 
loine.  Haskins  &  Sells  ad 
firms  expecting  at 
S152.2T2  in  earning 
take  S  status,  since 
the  breakeven  poin 
which  the  corporate  r. 
bill  starts  to  exceed  ; 
dindual's  tax  liabiliiy. 

The  S  route  isn't  foir 
erj^one.  S  corporations^ 
subject  to  certain  resp> 
tions.  For  example,  t 
are  not  allowed  to  have 
ly  owned  subsidiaries,  rp 
than  35  shareholders,  or 
than  one  class  of  stock, 
your  company  may  eventt.| 
require  a  more  compile 
structure,  you  might  wa 
stick  with  the  traditi(| 
route.  Catherine 


Worth  Noting 


■  JUNK  IT.  Deluged  by  solici- 
tations'? Send  your  full  ad- 
dress and  all  vaiiations  of 
your  name  (Mrs.  John  Doe, 
Jane  R.  Doe,  etc.)  to  Mail 
Preference  Service,  Direct 


Marketing  Assn..  6  E.  43rd 
St.,  New  York,  N.  Y.  10017. 
In  four  to  sLx  months,  you'll 
join  800,000  others  deleted 
from  mailing  lists  by  busi- 
nesses looking  to  cut  costs. 
■  GLOBAL  GAINS.  After  May 
12.  investors  can  tirade  op- 
tions and  futures  on  the  In- 


ternational Market  Index. 
The  dollar-based  IMI  tracks 
some  50  foreign  blue-chips: 
Sony,  Jaguar,  Royal  Dutch 
Shell  Group,  and  others.  Op- 
tions trade  on  the  Amex,  fu- 
tures on  the  Coffee,  Sugar, 
&  Cocoa  Exchange. 
■  SPLIT  SCREEN.  Panasonic's 


PV-535  camcorder  can 
you  show  two  scenes 
once:  a  panoramic  \iew 
commencement  exercis 
for  example,  with  a  close 
of  the  graduate's  face, 
second  image  fills  a  cor 
of  the  main  picture.  In  sto 
this  summer,  it's  Si, 700. 
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Roots  of  iron,  steel  and  wood 


j  r  centuries  past,  bodies  of  water 

*ved  more  to  unite  than  separate. 

ipping  was  the  most  effective 
I  d  secure  method  of  transporta- 
1  n  for  industry.  Stockholm  was 

xnded  on  a  small  island  where 
■  'eden's  internal  water  routes  by 
I  y  of  lakes  and  rivers  meet  the 
I  Itic  and  thereby  the  world.  For 

nost  a  thousand  years  the  export 
i  iron  has  represented  a  large  part 
I  Sweden's  income.  Iron  was  pro- 


duced from  the  ores  of  the  mines  of 
Bergslagen  and  transported  to  the 
quays  of  Stockholm  where  the  mer- 
chants of  Skeppsbron  purchased 
the  iron  and  arranged  for  its  export 
to  markets  throughout  continental 
Europe. 

Our  roots  are  in  Bergslagen,  with 
its  iron,  steel  and  forest  industries. 
Our  headoffice  is  on  the  quay  of 
Skeppsbron.  We  reflect  this  asso- 
ciation  between  Bergslagen  and 


Skeppsbron  with  the  experiences  of 
budding  and  managing  heavy  in- 
dustry and  of  trading  with  the 
world. 


More  than  fifty  years  of  entrepreneurship  under 
the  same  group  of  principal  owners. 


istrifotvaltnings  AB  Kitinevik  is  an  investment  company  with  annual  sales  of  SEK  7,500  M  and  assets  of  SEK  11,200  M.  The  head  office  is  in  Stockholm.  Operations  are 
ducted  through  wholly  or  partially  owned  subsidiaries.  Kinnevik's  business  areas  include:  forestry  and  manufacture  of  pulp  and  paper;  steel  production:  manufacture 
3ck-drj|ling  equipment;  import,  retailing,  leasing  and  service  of  cars  and  earth-moving  machinery;  operation  of  cellular  mobile  telephone  and  digital  messaging 
ems;  operation  of  credit  card  phone  systems;  sale  of  data-communication  equipment;  satellite-TV  broadcasting;  publishing;  insurance  and  finance. 


ITL 


This  is  the  company  for  those  who  measure 
performance  in  hard  cash  over  time. 


Last  year  we  increased  our  cash  flow  59%  and  doubled  our  assets  to  $4  biUion.  That's  what  can  happen 
when  the  people  who  operate  the  company  also  own  26%  of  it. 


Now  you  can  find  us  on  the  NYSE  as  ITL.  For  a  copy  of  our  annual  report,  contact  Tim  Croasdaile, 
Vice  President,  Itel  Corporation, IVo  North  Riverside  Plaza,  Chicago,  Illinois  60606.  (312)  902-1515. 
hel  is:Aleading  transportation  services  company  (hel  Container  Corp.,  Itel  Rail  Corp..  Itel  Distribution  Systems). 
The  leading  marine  dredging  and  construction  company  (Great  Lakes  Dredge  &  Dock). 
The  leading  supplier  of  wiring  systems  [or  voice,  data  and  video  communications  (Anixter). 


idex  to  Companies 

index  gives  the  starting  page  for  a  story  or  fea- 
with  a  significant  reference  to  a  company.  Most 
idiories  ore  indexed  under  their  own  names, 
ponies  listed  only  in  tables  are  not  included. 
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Rustenburg  Platinum 
Holding  158 


Soatchi  &  Soatchi  36 

Science  Applicotions 
International  116 

Seagram  (Joseph  E.)  & 

Sons  36 
Sequential  Information 

Systems  124,  166 

Shoklee  42 

Shamrock  Holdings  116 
Sharp  134 

Sheorson  Lehman  Hutton 

Holdings  42 
Siemens  100 
Simon  (Melvin)  & 

Associotes  108 
Singer  33 
Sony  160 

South  Bend  Lathe  1 16 
Slroh  Brewery  37 

T 


Tondy  45,  134 

Telepictures 
Publications  139 

Texoco  35 

Texas  Air  64 

Thompson  (J.  Wolter)  36 

Thomson  100 

Thomson  CSF  100 

Time  112 

Toshiba  59,  134 

Trans  V^orld  Airlines  35 

TRW  59,  116 


U.  S.  Sprint  137 
UAL  34,64 
Unisys  116 
United  Air  Lines  34 
USAir  35 
USX  35 


Viral  Technologies  58 

w 


Warner  Brothers  38 

Worner 
Communications  112 

Weirton  Steel  116 

Wesroy  122 

Whitman  116 

WPP  Group  36 

Wyse  Technology  45 

X 


Xerox  134 
Z 


Zenith  Electronics  100,134 


The  ring  bmder  pjague 
that's  sweeping  the  nation! 


GAPilK! 


THE  SYMPTOMS 

Loose,  teanng  or  hai'd-to-tum 
pages  caused  by  GAPiTIS  (the 
clinical  term  for  those  hideous' 
gaps  in  ring  binder  rings). 


THE CURE 

Only  a  patented  DublLock  Ring 
Binder  from  Wilson  Jones  can 
lock  both  outer  ring^j  tight  to 
^"V^J^eep  pages  neatly  in  place! 

I 

Tbll-Free  for  the  DublLock.  ,i. 

office  products  retailer  , 

nearest  you  and  your. .  ^   FREE  - 

-♦CATALOG^' 


>  Dial  1-800-952-4637 


The  only  cure  for  GAPiTIS! 
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The  New  Pour  Seasons  Hotel  Chicago 
The  Grand  Tradition, 
Elevated  lb  New  Heists 


Thirty  stories  above  busy 
Michigan  Avenue,  you'll  be  wel- 
comed to  this  quietly  indulgent 
new  hotel.  The  Four  Seasons 
Hotel  perfectly  positions  you 
within  the  spectacular  900  North 
Michigan  complex. 

The  Four  Seasons  is  by 
design,  ideally  suited  to  the  most 
demanding  business  traveler  Not 
one  of  the  344  rooms  in  this  hotel 
looks  like  a  hotel  room.  Whether 
you  require  a  luxuriously  spacious 
room,  a  Four  Seasons  suite,  or  a 
terraced  apartment,  the  nchly 
furnished  intenors  are  comfort- 
ingly residential,  with  every 


necessary  indulgence- including  a 
magnihcent  view. 

Appropnate  to  your  needs 
are  quiet,  elegant  boardrooms  with 
advanced  video  and  audio  equip- 
ment and  adjoining,  windowed 
dining  salons. 

There's  a  skylit  swimming 
pool,  an  outdoor  running  track,  aer- 
obics, weight  and  workout  rooms. 

At  the  Four  Seasons 
Chicago,  the  stitff  outnumber  the 
guests  two  to  one.  This  highly 
motivated  group  is  not  just  trained 
to  excellence,  they're  bom  to  it. 
The  training  they  receive  simply 
raises  their  skills  to  a  level 


approaching  clairvoyance. 

To  accustom  you  to  the  lux- 
uries oj  a  Four  Seasons  suite,  we'll 
upgrade  your  deluxe  room  to  a  suite 
if  requested  at  the  time  your  reserve 
tion  is  made  (space  available). 

The  new  Four  Seasons 
Hotel  Chicago- because  you  didr 
get  where  you  are  in  business  witb^ 
out  appreciating  the  value  of  bein|i 
in  the  nght  place  at  the  right  time; 


Four  Seasons  Hotel 


CHICAGO 

120  E.  Delaware  Place  at  900  N  Michigan 
For  reservations  call  (312)  280-8800  : 


nvestment  Figures  of  the  Wee 


dlENTARY 

s  retreoted  from  their  18- 
1  highs  as  investors  decided 
,e  some  profits.  Still,  for  the 
the  Dow  industrials  man- 
ic show  a  slight  gain,  while 
coder  indexes  did  even  bet- 
iverseas,  the  Tokyo  market 
i  new  highs.  Despite  the  re- 
I  in  the  purchasing  manag- 
dex  of  business  activity, 
prices  held  firm  and  short 
were  steady.  Gold  prices 
«/eak,  and,  not  surprisingly, 
lid  mining  stocks  continue  to 
e  market  badly. 


STOCKS 

Apr.  Oct. 


Apr. 


BONDS  THE  DOLLAR 

Apr.  27-May  3  Apr.       Oct.       Apr.     Apr.  27-May  3  Apr.       Oct.       Apr.     Apr.  27-MQy  3 

  315         1500  1   I   1290        110  I  |  93 


1^ 

310  1350 


•  300  1050 


.  295  900 


Shearson  Lehman 
Treasury  Index 


1230  90 


1170  70 


J.  P.  Morgan 
Index 


52-week  change 
-1^18.4% 


1-week  change 
-kO.4% 


32-week  chonge  1 -week  change 

-1-0.7%  0.0% 


52-week  change  1-week  change 

+5.3%  +0.7% 


RKET  ANALYSIS 


STOCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
OMPANIES  (Russell  1000) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

2393.7 
163.1 
164.8 
175.2 

0.2 
0.6 
0.7 
0.6 

17.6 
18.2 
13.5 
17.8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.8% 
9.0% 
3.4% 
12.1 

8.8% 
9.0% 
3.4% 
12.0 

6.3% 
9.1  % 
3.4% 
13.9 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

IGN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Slocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

287.2 
65.7% 
0.20 
1.43 

286.1 
64.6% 
0.21 
1.42 

Positive 
Neutral 
Negative 
Positive 

)N  (FINANCIAL  TIMES  100) 
)  (NIKKEI  INDEX) 
<T0  (TSE  COMPOSITE) 

2105.7 
33,955.0 
3588.8 

0.6 
1.6 
0.3 

17.3 
22.7 
7.6 

DUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

•WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

IN6S  AND  LOANS 

14.6 

37,3 

GOLDEN  WEST  FINANCIAL 

17.1 

56.3 

42 

REBUILDING 

13.1 

45.5 

KAUFMAN  &  BROAD 

18.1 

27.3 

12 'A 

IMUNICATIONS  EQUIPMENT 

12.6 

0.8 

NORTHERN  TELECOM 

15.0 

-4.2 

17V4 

unics 

12.5 

7.9 

AVON 

38.2 

37.4 

32V8 

RUMENTATION 

9.8 

-7.8 

PERKIN  ELMER 

13.1 

-0.5 

24% 

•WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4- week 

change 

52-week 

Price 

lUFACTURED  HOUSING 

-12.8 

17.8 

FLEETWOOD  ENTERPRISES 

-15.0 

15.7 

24% 

D  MINING 

-4.9 

-3.2 

PLACER  DOME 

-6.5 

-6.5 

12V2 

IRANCE  BROKERS 

-2.7 

18.2 

ALEXANDER  &  ALEXANDER 

-5.2 

12.4 

24% 

.  ESTATE  INVESTMENT  TRUSTS 

-2.7 

-9.0 

LOMAS  &  NETTLETON 

-17.7 

-34.8 

141/2 

OMOBILES 

-2.6 

4.7 

CHRYSLER 

-5.5 

3.3 

23% 

TUAL  lUNDS 


MORNINGSTAR  INC 


!RS 

eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

!LITY  SELECT  COMPUTERS 

11.3 

STRATEGIC  GOLD/MINERALS 

-8.2 

ITWELL  EMERGING  GROWTH 

1 1.2 

FINANCIAL  STRATEGIC  GOLD 

-5.9 

=NTIETH  CENTURY  GIFTRUST  INVESTORS 

10.5 

STRATEGIC  INVESTMENTS 

-5.5 

ek  total  return 

% 

52-week  total  return 

% 

IFMANN 

lONAL  AVIATION  &  TECHNOLOGY 
UMBIA  SPECIAL 

66.3 
42.2 
40.6 

STRATEGIC  GOLD/MINERALS 

STRATEGIC  INVESTMENTS 

SLH  PRECIOUS  METALS  &  MINERALS 

-26.7 
-16.9 
-14.3 

S&P  500 
4-week  total  return 


t'- -'"-^'Mry  I  Average  fund 
52-week  total  return 


Ml 


ATIVE  PORTFOLIOS 


DATA  RESOURCES  INC 


'  amounts 

'  ent  the  present 

I  of  $10,000 

'  ed  one  year 

I  each  portfolio 

'  ages  indicate 
y  total  returns 


0  <#' 


nil 


Foreign  stocks 
$12,341 

+  0.41% 


U.  S.  stocks 
$12,030 

+  0.45% 


Treasury  bonds 
$11,080 

+  0.23% 


Money  market  fund 
$10,670 

+  0.16% 


Gold 

$8,349 

-1.59% 


on  this  poge  are  as  af  market  close  Wednesday,  Moy  3.  1989,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  performance  and  shore  prices  are  as  of  market  close 


May  2.  Mutual  fund  returns  ore  as  of  Apr.  28.  Relative  portfolios 
detailed  explanation  of  this  page  is  available  on  request. 


volued  OS  of  May  2-  A  more 
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WASHINGTON  HAS 
TUNNEL  VISION  ON  NATO 


The  U.  S.-led  NATO  alliance  is  on  a  collision  course  with 
its  second  most  powerful  member,  West  Germany. 
Bonn  wants  to  negotiate  with  Moscow  to  reduce  the 
thousands  of  short-range  nuclear  missiles  stationed  by  NATO 
and  the  Soviet-led  Warsaw  Pact  in  Central  Europe.  The 
Bush  Administration  opposes  such  a  move,  arguing  that 
removal  of  these  weapons  would  leave  Western  Europe  vul- 
nerable to  attack  by  Soviet  non-nuclear  forces. 

The  Administration  must  reconsider.  It  is  amazing  that 
German  public  opinion  was  for  so  long  willing  to  accept  a 
NATO  defense  strategy  that  would  reduce  Germany  to  a 
radioactive  ruin. 

There  is  a  way  out  of  this  impasse.  But  it  will  require  a 
broader  vision  of  NATO's  needs  and  goals  than  the  White 
House  has  managed  so  far.  NATO  should  open  negotiations 
with  the  Soviets  aimed  at  thinning  out  or  even  abolishing 
short-range  nuclear  weapons.  But  it  should  tie  any  final 
agreement  to  a  successful  outcome  of  the  talks  that  began 
in  Vienna  on  Mar.  6  on  deep  cuts  in  conventional  forces  in 
Europe.  A  basic  aim  of  those  talks  is  to  restructure  Warsaw 
Pact  forces,  converting  their  capabilities  from  offense  to 
defense.  The  result  would  be  a  more  stable  and  enduring 
peace  in  Europe  than  the  present  nuclear  standoff. 

What  has  blocked  such  an  initiative  so  far  is  the  persis- 
tence of  Cold  War  stereotypes  in  Washington.  Defense  Sec- 
retary Richard  B.  Cheney,  for  one,  recently  said  that  he 
expects  Mikhail  S.  Gorbachev  to  fail  in  his  reforms  and  be 
replaced  by  a  "far  more  hostile"  Soviet  leader.  In  fact,  there 
are  strong  reasons  to  believe  that  profound  changes  in  the 
Soviet  Union  are  laying  the  basis  for  less  belligerent  East- 
West  relations.  A  fundamental  shift  is  under  way  toward  a 
more  open,  decentralized,  and  pluralistic  society.  These 
changes  will  not  easily  be  reversed,  with  or  without  Gorba- 
chev. The  result — along  with  deep  problems  of  economic 
decline  and  resurgent  nationalism — will  be  to  impose  contin- 
ued restraint  on  the  Kremlin's  leaders.  For  the  West,  what 
the  Soviet  ferment  has  created  is  an  opportunity  that  NATO 
should  actively  pursue:  the  chance  to  start  winding  down, 
after  40  years,  the  most  dangerous  military  confrontation 
the  world  has  ever  seen. 


LEST  WE  FORGET,  ESOPs 
ARE  FOR  EMPLOYEES 


The  original  congressional  authors  of  employee  stock- 
ownership  plans  in  1974  wanted  to  increase  employee 
corporate  ownership.  But  these  days,  companies  are 
largely  embracing  ESOPs  because  they  form  an  effective 
antitakeover  defense — one  that  also  lowers  the  cost  of  run- 
ning a  business. 

The  ESOP  is  becoming  the  hottest  thing  in  corporate  fi- 
nance since  the  leveraged  buyout.  It  is  also  one  of  the  last 


I 


tax  gimmicks  around,  one  that  Congress  may  tinker  yil 
but  will  not  take  away.  The  tax  code  offers  compiii( 
generous  breaks  to  encourage  employee  ownership — i|e 
tives  that,  with  the  increasing  use  of  ESOPs,  could  cosf'tl 
Treasury  several  billion  dollars  a  year.  To  name  just  afe^ 
lenders  can  offer  companies  loans  at  cheaper  rates  heha 
they  can  shelter  50%  of  their  interest  income  on  their  S( 
loans  from  the  tax  man's  grasp.  For  dividends  paid  on$( 
stock,  double  taxation  of  dividends  is  eliminated.  Prjfe 
owners  don't  have  to  pay  capital  gains  if  they  sell  3C 
their  company  to  an  esop  and  recycle  the  money  into  an  : 
U.  S.  industrial  corporation. 

What  should  Congress  do  about  this  trend?  It  si 
focus  on  making  sure  that  employees  own  the  stock  anj 
treated  just  like  any  other  stockholder,  that  genuine  w| 
participation  is  involved,  and  that  workers  can  vote 
shares  confidentially,  esops  should  be  judged  not  byj 
successful  they  are  as  a  defense  against  takeovers  or  b  t 
$400  million  cost  involved  in  tax  giveaways.  Rathei  i 
standard  should  be  whether  these  companies,  in  an  intrt 
tionally  competitive  environment,  show  higher  producj 
growth,  higher  revenues,  higher  sales,  and  higher  retu:| 
equity.  If  they  do,  the  esop  will  have  succeeded.  If 
Congress  should  take  another  look. 


NO  HIDING  PLACES  FOR 
PUBLIC  COMPANIES 


Ei 


ven  if  one  is  inured  to  the  constant  tales  of  inv 
suffering  wrought  by  penny  stocks  and  the  br(  8: 
who  bring  them  public,  the  stor>'  of  Sequential 
mation  Systems  in  New  York  City  is  so  astonishing 
nearly  defy  belief.  Here  is  a  company  with  20,000  shar 
ers — rivaling  the  rosters  of  the  largest  industrial  comp: 
And  yet  Sequential  has  behaved  as  if  there  are  no  shar 
ers  at  all,  as  if  it  was  not  beholden  to  its  owners 
anyone  (page  124). 

Look  at  the  public  record — what  there  is  of  it.  Ther 
been  no  annual  report  and  no  annual  meeting  since 
Perhaps  Sequential  was  only  being  modest.  Or  perhais 
felt  that  if  it  told  its  shareholders  what  was  going  on,i) 
might  ask  questions — or  call  their  lawyers.  We  don't  knp 
the  company  isn't  saying. 

But  this  much  we  do  know,  and  it  is  a  shame:  Sequena 
silence  was  legal.  There  is  no  federal  law  requiring  pb 
companies  to  send  out  annual  reports  to  shareholders  L 
law  does  require  companies  to  send  annual  reports  t(#i 
Securities  &  Exchange  Commission,  which  appanlp' 
doesn't  lose  its  temper  easily,  even  when  that  requirem* 
ignored,  as  it  has  been  by  Sequential.  Most  companie| 
course,  send  out  reports  to  shareholders  anyway,  evji 
they  are  losing  money  hand  over  fist.  So  those  that  di 
oblige  figure  to  be  truly  rotten  eggs — penny-stock  col 
nies  like  Sequential,  with  shareholders  who  have  sufj 
enough.  Abuses  by  penny-stock  companies  will  be  det( 
only  when  the  executives  of  such  companies  are  no  Ic! 
allowed  to  hide  from  their  shareholders — legally.  Il 
ought  to  be  a  law. 
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A  McGRAW-HILL  PUBLICATION 


$2.00 


Annual  Ranking  of 
The  100  Best  Small  €ori|orations 


I£i  I6d3S       09ITT850T  Z090 


SAAXXUtA 


Maxxum  7000/'s  Predictive  Autofocus  knows  where 
your  subject  will  be  before  it  gets  there. 

It's  a  sure  thing.  The  best  way 
to  capture  a  race,  or  any  other  fast- 
moving  action,  IS  with  the  new 
Maxxum"  7000/.  With  three  major 
advances  in  autofocusing  technology 
its  way  ahead  of  the  field. 

First,  Predictive  Autofocus  calcu- 
ates  the  speed  and  direction  of  your 
subject  until  the  instant  you  release 
the  shutter.  Second,  the  widest  focus- 
ing area — as  much  as  12  times 
wider  than  other  SLR  s — means  your 


Be  certoin  Ihoi  the  voluob'e  Mmolla  USA  2-yeor  comero/5-yeor  lens  limited  worfonly 
more  intoffnclion,  see  your  Minolta  dealer  or  wnle  Minolto  Corpofotion,  101  Willioms 
Conado.  Inc  ,  Onion o      1988  Minolio  Corporoli"" 


main  subject  can  be  off-center  and 
still  be  in  perfect  focus.  And  third, 
Maxxum  7000/  is  the  fastest  auto- 
focus camera  in  the  world. 

This  Maxxum's  your  best  bet  for 
other  reasons,  too.  "Intelligent" 
auto-exposure,  optional  Creative 
Expansion  Cards  and  five  new  ultra-' 
compact  zoom  lenses,  to  name  a  few. 

Which  is  why  it's  also  safe  to 
predict  that  there's  a  Maxxum  7000/ 
in  your  future. 


cords  ore  pockoged  with  your  products  for 
Ramsey,  NJ  07446  In  Conodo  Mmollo 


Om  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


SALOMON  BROTHERS  M&A 


VALUE 
FOR  OUR  CLIENTS 


May  2,  1989 


Dallas  Cowboys  Football  Club,  Ltd. 


and 


Texas  Stadium  Corporation 


have  been  acquired  by 


Jerral  W.  Jones 


The  undersigned  acted  as  financial  advisor  to  thie  Dallas  Cowboys  Football  Club,  Ltd 
and  Texas  Stadium  Corporation  and  assisted  in  the  negotiations 


Salomon  Brothers  Inc 


Market  Makers  and  Investment  Bankers 

One  New  York  Plaza,  New  York,  NY  10004 

Atlanta,  Boston,  Chicago,  Dallas,  Los  Angeles,  San  Francisco,  Zurich 
Affiliates  Frankfurt,  Hong  Kong,  London,  Sydney,  Tokyo 
Member  of  Maior  Securities  and  Commodities  Exchanges/SIPC 
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Mcknight  has  gone  a  long  way  with  shorts  for  the  surfing  crowd 
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ARE  PUBLIC  LANDS  BEING 
PRESERVED— OR  POLISHED  OFF? 

low  curious  it  is  for  BUSINESS  WEEK 
I  to  strike  out  against  traditional 
multiple-use  activities  on  federal  lands  in 
the  West  ("This  land  is  whose  land?" 
Government,  Apr.  24).  One  may  argue 
that  federal  lands  are  being  abused,  but 
such  claims  hardly  hold  a  candle  to  ur- 
ban sprawl,  loss  of  agricultural  crop- 
land, and  pollution  on  private  lands  in 
other  regions  of  the  country-.  We  in  Wy- 
oming recognize  the  importance  of  good 
land  stewardship.  We  would  gladly  chal- 
lenge and  invite  the  authors  of  the  arti- 
cle to  visit  our  fine  state  to  see  how 
traditional  multiple-use  activities,  wild- 
life, and  tourism  can  coexist. 

William  C.  Schilling 
Executive  Director 
Wyoming  Heritage  Society 
Casper,  Wyo. 

Your  article  provides  an  inaccurate 
portrayal  of  the  Mining  Law  of 
1872.  It  refers  to  a  recent  General  Ac- 
counting Office  report  that  recommends 
revisions  of  the  law.  The  GAO  character- 
ized the  law  as  a  "land  grab"  under 
which  valuable  public  land  is  given  away 
at  "bargain-basement  prices." 

The  Mining  Law  provides  incentive  for 
discoverV'  of  many  of  the  minerals  that 
have  created  the  wealth  and  infrastruc- 
ture of  our  nation.  Under  this  law,  any 
citizen  or  company  is  permitted  to  ex- 
plore the  vast  public  lands  for  hard-rock 
minerals.  To  actually  gain  title  or  "pat- 
ent" to  the  land,  it  must  be  proven  that 
the  minerals  can  be  mined  and  marketed 
at  a  profit.  For  the  patents  that  are 
granted,  strict  laws  regulate  the  devel- 
opment of  mineral  property  and  the  en- 
vironmental protection  of  the  land. 

Much  has  been  made  of  the  fact  that 
land  to  be  patented  is  purchased  for 
$2.50  or  $5  per  acre,  no  matter  what  the 
actual  value.  What  is  not  mentioned  is 
that  exploration  for  hard-rock  mineral 
deposits  is  not  just  analogous  to  search- 
ing for  a  needle  in  a  haystack — at  times 
it  is  literally  the  equivalent  of  searching 
for  an  invisible  needle. 

To  its  credit,  the  Mining  Law  contin- 
ues to  achieve  its  purpose  by  providing 


the  incentive  necessarv"  to  enlist  priva 
enterprise  to  invest  millions  of  dolla 
annually  in  the  high-risk  venture  of  mi 
eral  exploration  and  development. 

John  A.  Knet 
Preside 

American  Mining  Congre 
Washingti 

Your  storv-  on  public-lands  misma 
agement  amply  illustrates  how  ta 
payers  are  shortchanged  ever\-  ye; 
both  economically  and  environmental! 
by  subsidized  overdevelopment  of  thej 
lands.  As  long  as  the  U.  S.  Forest  Si 
vice  and  Bureau  of  Land  Managemei 
fail  to  enforce  existing  laws,  these  anr 
al  costs  will  continue. 

However,  the  article  scarcely  touch  c 
on  the  much  greater  future  costs  of  i 
pairing  the  environmental  damage  nc  \ 
being  done  to  our  national  forests  a: 
around  national  parks — an  environmc  - 
tal  deficit  we  are  accumulating  throuj  j 
failure  of  stewardship.  We  need  or  . 
look  to  the  once-pristine  waters  ! 
Prince  William  Sound  in  Alaska  to 
reminded  of  the  magnitude  of  thi 
kinds  of  costs. 

George  T.  Frampton  . 

Presid( 
Wilderness  Socic 
Washingt 

BW's  PERSPECTIVE  ON  MILKEN 

WAS  20/20  

Thanks  for  the  editorial  "Keep  t 
Milken  case  in  perspective"  (Editoj 
als,  Apr.  17).  It  needed  to  be  said,  aj 
you  did  it  well. 

Harold  Simmol 
DalJ 


FENTANYL  'LOLLIPOPS'  WON'T  BE 
FOUND  IN  FAMILY  MEDICINE  CHESfl 

Your  recent  article  and  cartoon  abcl 
medicinal  "lollipops"  was  mislea 
ing  ("The  FDA  is  a  sucker  for  medicin 
lollipops,"  In  Business  This  Week,  Ai 
17).  Oral  Transmucosal  Fentanyl  Citrq 
(OTFC),  sometimes  referred  to  as 
"fentanyl  lollipop,"  is  a  highly  controlll 
Schedule  II  drug  prescribed  only  by  plj 
sicians  trained  in  its  use  and  licensed 
the  DEA.  It  is  not  a  medication  that  o| 
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Standardized  cash  management  products  were  once  the 
best  you  could  hope  for. 

Today,  Bankers  Trust  has  put  things  in  a  different  light. 

Creating  specialized  solutions  for  specialized  situations  is 
a  trademark  of  our  brand  of  merchant  banking. 

So  time  after  time,  we've  shaped  a  customized  cash  man- 
agement program  that  fits  the  needs  of  a  client  perfectly.  And 
then  serviced  it  with  an  intensity  few  other  banks  can  match. 

At  Bankers  Trust,  cash  management  is  the  sole  focus  of  a 
major  strategic  business  unit.  A  unit  staffed  with  imaginative 
people;  armed  with  flexible  technology. 

As  a  result,  cash  management  is  more  and  more  often 
becoming  an  integral  part  of  the  relationship  we  forge  with 
clients. 

Yesterday,  you  may  have  had  to  accept  an  off-the-shelf 
solution.  Now,  you  need  not  settle  for  less  than  a  perfect  fit. 

DBankersTrust  Company 

Because  today  isn't  yesterday. 


would  find  in  the  family  medicine  chest. 
Moreover,  OTFC  does  not  resemble  a 
child's  lollipop  and  would  not  be  mistak- 
en for  one  under  any  circumstances. 

Your  article  failed  to  mention  that 
thousands  of  children  do  not  receive  an 
effective  analgesic  such  as  fentanyl  pri- 
or to  surgery  or  painful  diagnostic  pro- 
cedures. The  reason:  Intravenous  or  in- 
tramuscular-injection techniques  work 
against  the  goal  of  reducing  an.xiety  and 
stress  in  children.  OTFC  administered  by 
an  anesthesiologist  is  a  simple,  humane 
way  to  ease  the  pain  and  stress  suffered 
by  children,  and  it  adds  to  the  safety  of 
the  surgery  or  procedure. 

Brian  Hague 
Registered  Pharmacist 
Anesthesiology  Dept. 
The  University  of  Utah 
Salt  Lake  City 

FURTHER  DISPATCHES  FROM 

THE  ITT  WARS  

Your  review  ("A  besieged  chairman 
reports  from  the  front,"  Books, 
May  1)  of  Rand  V.  Araskog's  The  ITT 
Wars:  A  CEO  Speaks  Out  on  Takeovers 
reports  that  the  author  "intimates"  and 
"hints"  that,  as  chief  of  ITT's  public-rela- 


tions division,  I  headed  a  cabal  that 
sought  to  depose  him  and  aid  Jay 
Pritzker  in  taking  over  ITT.  For  29  years 
I  was  a  loyal  ITT  employee  and,  in  fact, 
was  instrumental  in  Mr.  Araskog's  rise 
to  the  company's  helm.  I  denied  the 
charges  when  his  agents  accused  me  (he 
chose  not  to  make  those  charges  to  my 
face),  and  I  deny  them  now. 

Mr.  Pritzker,  as  the  media  reported 
four  years  ago,  was  unknown  to  me  and 
is  unknown  to  me  now.  I  did  not  resign 
from  the  company.  I  took  early  retire- 
ment at  full  pay  and  full  pension — an 
outcome  the  company  hardly  would  have 
permitted  if  it  had  any  evidence  at  all 
that  supported  these  allegations. 

It  is  distressing  that  the  "highly  mor- 
alistic" Mr.  Araskog  would  stoop  to  "in- 
timations" and  "hints"  to  add  some 
"juicy  stuff"  to  a  book  that  is  poorly 
written  and  exquisitely  boring,  to  boot. 

Edward  J.  Gerrity  Jr. 

President 

Ned  Gerrity  &  Associates  Inc. 

Port  Chester,  N.  Y. 

Contrary  to  the  allusions  made  in  your 
review,  ITT  was  never  a  part  in  any 
way  of  ATiT. 
About  the  closest  connection  ITT  had 


with  AT&T  was  in  1925-26,  when  n 
bought  from  AT&T  its  international  ma 
ufacturing  operations. 

Lyman  B.  Tucks 
Boca  Raton,  Fl 

PAUL  CRAIG  ROBERTS'  OWN  AX 
GETS  PLENTY  OF  GRINDING 

Over  the  past  year  I  have  becon-i 
increasingly  disturbed  by  Paif 
Craig  Roberts'  articles  in  your  otherwis; 
fine  publication.  Someone  has  evident; 
suggested  to  Mr.  Roberts  that  he  turj 
every  piece  into  a  whining  diatribe  c; 
how  liberals  have  unfairly  besmirch^ 
the  reputation  of  his  beloved  supply-si 
economists  and/or  the  Reagan  Admini 
tration's  economic  policies.  There  is 
tie,  if  any,  new  substance  to  each  succe; 
sive  article.  As  of  late,  he  has  taken 
simply  criticizing  the  work  of  othe: 
without  offering  compelling  support  fd'i 
his  positions.  "Don't  hand  out  prizes  ftti 
historical  ax-grinding"  (Economic  Vievii 
point,  May  1)  represents  an  all-time  lovi 
I  consider  myself  to  be  a  moderate  ofe 
the  political-economics  front,  and  I  oftetl 
agree  with  the  positions  that  Mr.  Rolf! 
erts  espouses.  However,  Mr.  Roberts'  n 
lentless  repetition  is  not  going  to  brin 


Phone  WATS 


AT&T 


MULTt-LOCAnONWATS 


When  It  Comes  To  Savings  And  Services, 

Savings  isifi  the  only  reason  cnnipaiiicN  soiuni  iinaliiy  is  ptvli'iTed  liv!)  niii  dt  in  a  siii.i^lc  miinagenu'iit  rt'purt  that  suiiiiiiarizest 

are  picking  rs  Sprint's  Network  WATS  ' Owr  piMipic  owr  ATXiT  all  oiithmind  calls  from  all  locations. 

.-\T&T'sMulti  LocatiiinWATS.  NctworkWATSalsoMiwsyoii  thcdptK.ii  ATcK:T (iocsii't. 

With  Sprint,  cvf'iy  call  tra\  c|soii  the  of  lia\  in,u  hranch  offices  billed  individually  And  S[)rint  giws  vdu  all  this  .savings and 

nation's  first  and  mily  100",,  digital  Fiber  or  getting  one  consolidated  conipan\  llexihility  with  no st  rings attached.Toget  any ; 

Olitic  Network  (FOX  "  i-tlie  network  u  hose  wide  in\nice  e\er\-  month.  And  gives  \  I  lu  sa\  nigs  at  all  with  AT&T,  you  have  to  sign 
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9  any  closer  to  his  vantage  point,  nor 
11  it  expand  or  refine  my  base  of 
lowledge — which,  after  all,  is  my  in- 
nt  in  buying  the  magazine. 

Daniel  Springer 
New  York 

•aul  Craig  Roberts'  accusing  other 
economics  writers  of  "advancing 
iological  agendas  and  disregarding 
indards  of  scholarship"  is  the  ultimate 
56  of  the  pot  calling  the  kettle  the 
•ne  color. 

Tony  Lima 
Professor  of  Economics 
California  State  University 
Hayward,  Calif. 

'EDirTINfi  THE  AUIflf  DEMKF 

STEVE  JOBS'S^EXT 

CORRECTIONS  &  CLARIFiaTIONS 

In  the  Top  1000  special  issue,  the  list  of 
the  top  200  deals  incorrectly  stated 
that  Nippon  Mining  Co.  sold  Gould's 
Industrial  Automation  Group  to  the 
AEG  unit  of  Daimler-Benz.  In  fact,  the 
transaction  under  which  AEG  acquired 
the  Industrial  Automation  Group  (now 
called  Modicon  Inc.)  ended  in  June, 
1988 — well  before  Nippon  bought 
Gould  and  while  Gould  was  still  a 
NYSE-listed  company. 

In  "Look  before  you  laugh  at  'Chapter 
ir  investments"  (Personal  Business, 
Apr.  10)  we  incorrectly  stated  that  the 
symbol  preceding  the  name  of  a  bank- 
rupt company  for  both  stock  and  bond 
listings  is  VI.  The  correct  symbol  is  VJ. 

WHY  SAFEWAY  SHOULD  EXPECT 

•Will  vm  ■  vvn  I  wim^           b  ■ 

LONG  CHECKOUT  LINES 

B%egarding  "Safeway:  It's  confound- 
■ming  critics"  (Marketing,  Apr.  24):  I 
invite  Mr.  Magowan  to  visit  his  Cherry- 
dale  (Arlington,  Va.)  store  on  the  week- 
ends. He  should  observe  first-hand 
checkout  lines  so  long  that  I've  ceased 
shopping  there. 

One  reason  for  the  interminable  waits 
is  closed  registers  which  are  coupled 
with  perpetual  "Help  Wanted"  signs 
that  offer  only  $6  an  hour.  Today's 
Washington  Post  stated  that  the  Census 
Bureau  often  gets  no  applicants  at  this 
rate. 

BUSINESS  WEEK  correctly  pointed  out 
that  Giant  Food  Inc.  has  been  taking 
market  share  from  Safeway.  Paying  be- 
low-market  wages  in  a  prosperous  area 
such  as  Northern  Virginia  does  not  indi- 
cate that  one  is  a  strong  competitor  in 
one's  industry. 

David  Barton 
Arlincrtnn  Vfi 

lusinessland  thinks  that  Next  [com- 
Pputers]  will  sell  as  well  as  its  Com- 
}S  ("Steve  Jobs  gets  the  keys  to  the 
ce  PC  market,"'  Information  Process- 
,  Apr.  10).  But  :he  marketing  agree- 
nt  only  ensures  that  Next  will  miss 
real  workstation  market  in  engineer- 
in  favor  of  the  "glamorous"  business 
rket. 

Vho  will  pay  $10,000  for  a  personal 
iputer  that  won't  run  Lotus  1-2-3, 
ise,  or  WordPerfect  any  better  than  a 

$3,000  machine?  Nobody  does  that  now. 

Next  is  built  of  dreams,  slick  style, 
and  media  hype.  How  else  could  Jobs 
justify  the  cost  of  a  useless,  expensive 
magnesium  cube  while  leaving  out  the 
$100  floppy  drive?  It  may  take  a  year 
for  the  emperor's  clothes  to  be  revealed, 
but  I  predict  that  Next  won't  sell  more 
than  5,000  machines  before  folding. 

Arthur  Hu 
Mosaic  Software 
Cambridge,  Mass. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y,  10020,  Fax:  (212)  512-6875, 
Telex:  12-7960,  Inti,  4998204,  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 

FDNWATS 


Guess  Which  One  Sounds  The  Best? 

iii'-year  contract. 

But  how  much  do  you  actually  save  wit  h 
'  lilt'.'  Our  rates  are  up  to  13''i  less  than 
iT's,  including  a  5"..  discount_on  all 
1 1  WATSr  Ultra  WATS"  and  FONOARD- 
In.  Plus,  we'll  waive  the  monthly  service 


tee  tor  tiie  hrst  three  months. 

And,  of  course,  we  give  you  the 
top-quality  products  and  service  your 
business  demands. 

So  before  you  sign  on  the  bottom  line, 
be  sure  to  compare  the  bottom  lines. 


Call  1-80(1 
with  the  best. 


-877-2000  today  And  talk 


Talk  With  The  Best. 
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The  Business  Week  SalesFinder  has  already  gained 
ame  as  the  most  accurate,  up-to-date  list  of  sales 
irospects  ever  published. 

And  now  the  SalesFinder  offers  even  more— it  can  be 
ustomized  to  meet  your  specific  sales  and  marketing 
eeds. 

^Ucuracy  you  can  count  on. 

I      Developed  by  Trinet  especially  for  Business  Week, 
i  iie  SalesFinder  conveniently  provides  as  many  as  2000  of 
our  top  sales  prospects  in  up  to  117  sales  territories. 

Each  entry  includes  the  company  name,  address  and 
ilephone  number,  as  well  as  the  SIC  code,  number  of 
mployees  and  sales  volume— all  regularly  updated  for 
I  ccuracy  you  can  count  on. 

losts  only  pennies  per  sales  prospect. 

The  SalesFinder  is  available  in  two  formats:  a  con- 
!  eniently  indexed  booklet  and  a  user-friendly  diskette 
I  lat  helps  you  sort,  analyze  and  print  data— all  without 
'  rogramming. 


Either  way,  we  think  you'll  find  the  SalesFinder 
remarkably  well  priced.  Starting  as  low  as  $199, 
the  Business  Week  SalesFinder  can  pay  for  itself  the  very 
first  day  you  use  it. 

Order  now  and  save  more  than  30%. 

That's  right,  if  you  place  an  order  for  both  a 
SalesFinder  booklet  and  diskette  by  June  30,  1989  you 
can  save  more  than  30% . 

So  don't  wait  any  longer  to  find  your  best  sales 
prospects.  Just  call  us  at  the  toll-free  number  below,  and 
ask  for  Extension  1 1 .  A  Trinet  sales  representative  will 
help  you  identify  your  specific  marketing  needs  and 
speed  your  order.  Or  if  you  prefer,  complete  and  mail 
the  coupon  below. 

1  800  FOR-DATA 

That's  1  800  367-3282,  Extension  11. 


Yes,  I'm  interested. 

□  Have  a  Trinet  sales  representative  call  me. 

□  Send  me  more  information. 

Name 


Title 


Company 


Address 


City 


State 


Zip 


Telephone  Number  ( 


Best  Time  To  Call 


Mail  to:  Trinet  Inc  .  Dept  11,9  Campus  Drive.  Parsippany.  NJ  07054 


Busines^V\feek 

SalesFinder 


SUMMER  OF  '49 

By  David  Halberstam 
William  Morrow  &  Co. 


304pp  •  $21,95 


lOOKING  BACK  AT 
BASEBAIL'S  FINEST  HOUR 


Fi 


lorty  years  ago,  the  American 
I  dream  had  a  name:  Joe  DiMaggio. 
Each  time  the  immigrant  fisher- 
man's son  drove  in  a  run  or  hid  the  pain 
of  an  injury  as  he  ghded  around  the 
bases,  he  seemed  to  be  a  living  myth. 
But  Joltin'  Joe  was  so  tense 
that  he  suffered  from  ul- 
cers and  insomnia.  He  was 
so  image-conscious  that  he 
had  his  Army  uniforms  tai- 
lored. He  was  so  shy  that 
he  "led  the  league  in  room 
service,"  according  to  a 
teammate.  And  as  a  rookie, 
he  was  so  green  that  when 
a  writer  asked  him  for  a 
quote,  DiMaggio  thought 
he  wanted  a  soft  drink. 

If  David  Halberstam's 
Summer  of  '49  contained 
nothing  but  such  close-ups 
of  baseball  greats,  it  would 
be  must-reading  for  fans. 
But  it  contains  much  more. 
The  Pulitzer  prizewinning 
author  of  The  Best  and  the 
Brightest  and  The  Reckon- 
ing takes  one  season  in 
baseball  history  and  holds  it 
up  as  a  mirror  of  postwar 
America.  In  that  mirror,  a 
whole  era  gleams — and 
then  some  streaks  appear. 

The  story  at  the  heart  of 
this  remarkable  book  is  the 
1949  pennant  race  between 
the  New  York  Yankees  and 
the  Boston  Red  Sox.  On  the 
final  weekend  of  the  sea- 
son, the  Red  Sox  arrived  at 
Yankee  Stadium  holding  a 
one-game  lead,  after  being 
12  games  out  of  first  in 
mid-July.  But  Casey  Stengel's  Yankees 
swept  the  last  two  games  and  captured 
the  American  League  flag.  The  Yankees 
went  on  to  win  the  first  of  a  record  five 
straight  World  Series. 

Why  does  this  particular  season  loom 
so  large  for  Halberstam?  Because,  he 
says,  "in  the  yeai  s  immediately  follow- 
ing World  War  II,  pr  jfessional  baseball 
mesmerized  the  American  people  as  it 
never  had  before  and  never  would 
again."  The  returning  athletes  symbol- 
ized the  renewal  of  a  way  of  'ife  that  the 
war  had  put  on  hold.  They  played  to 


huge,  devoted  crowds  of  fun-starved 
fans.  And  the  heroes  of  the  1949  pen- 
nant race — DiMaggio,  Ted  Williams, 
Tommy  Henrich,  Bobby  Doerr — could  be 
heroic  without  risking  death. 
But  the  1949  season  was  also  the 


them  be  seen  staggering  through  tf^ 


"I 
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swan  song  of  baseball's  age  of  inno- 
cence. Most  games  were  played  in  day- 
light— and  none  on  Astroturf.  If  you 
couldn't  get  to  them,  you  heard  them  on 
the  radio.  Owners  had  more  clout  than 
players,  and  salaries  were  minuscule  by 
today's  standards.  The  long  train  rides 
between  baseball  cities,  when  colleagues 
passed  the  time  playing  cards  and  word 
games,  nurtured  team  spirit  as  plane 
hops  cannot.  Sportswriters  protected  the 
reputations  of  their  idols,  keeping  their 
sexual  secrets  and  carrying  drunk  play- 
ers back  to  their  hotels  rather  than  let 


streets. 

Then  came  a  painful  transition  for 
national  pastime.  Television  emerged 
the  hot  new  medium,  permanen'j 
changing  the  economics  of  sports, 
balance  of  power  shifted  toward 
players,  whose  paychecks  swelled, 
the  race  barrier  crumbled  and  black 
perstars  emerged,  Halberstam  argul 
teams  that  balked  at  signing  them- 
eluding  both  the  Yankees  and  the 
Sox — missed  out  on  tremendous  talej 
And  just  as  the  next  generation  of  jo  - 
nalists  would  expose  the  debacles  iL 
Vietnam  and  Watergate,  sportswrit< 
would  pull  the  wraps 
baseball  legends,  airi 
their  off-the-field  activit 
and  making  them  a 
harder  to  worship. 

Halberstam  wisely  avo 
harping  on  the  cosmic  im;'- 
cations  of  baseball's  seasi 
of  innocence.  Instead,  h 
busy  with  play-by-play  ,- 
scriptions  of  the  riveting!- 
nal  games  and  intimae 
sketches  of  the  key  persj- 
alities.  His  tales  of  Ted  M- 
liams,  whom  Halbersi:! 
calls  "the  real  Jo 
Wayne,"  go  a  long  way  - 
ward  softening  Williar' 
crusty  image.  Yogi-is  = 
abound,  including  some  - 
volving  celebrities  outse 
baseball:  When  New  Yk 
saloon  keeper  Toots  Sir 
introduced  Ernest  Hemi  ■ 
way  to  Berra  as  "an  impg^ 
tant  writer,"  Berra  mr 
tered,  "A  writer,  h 
What  paper  you  with, 
nie?"  "Then  there  is  Midi 
Mantle  meeting  music 
and  lifelong  Yankee  1;*' 
Paul  Simon,  who  wrote  & 
memorable  lyric:  "WhiSf 
have  you  gone,  Joe  DiMjl 
gio?"  "Hey,"  said  ManjjS 
"why  didn't  you  write  t.^ 
song  about  me?"  Simon  si 
plied  that  the  syllables 
Mantle's  name  just  didn't  fit. 

Halberstam  doesn't  quite  pitch  a  p 
feet  game.  His  nostalgia  sometin 
verges  on  corniness.  And  he  occasionjy 
waxes  as  enthusiastic  about  journalis 
as  he  does  about  ballplayers,  forgettg 
that  readers  may  not  share  his  provi- 
sional bias. 

But  chiding  Halberstami  for  these 
rors  is  like  criticizing  Williams,  argua 
the  greatest  hitter  of  all  time,  for  L 
than-brilliant  fielding.  I  never  saw 
Maggio  play  except  on  film,  and  my  I 
of  baseball  is  marred  by  my  hatred  ofl 
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STEPHEN  LANDE 

EXPflESS  OWTM  MUM«€ft 

98765A3 

i  6543 

I'he  fastest  and  easiest  zvay  ever  to  rent  a  cur  There's  no  papenvork. 
No  lines.  Nothing  to  sknvyou  doivn. 


Our  Flight  Monitors, 
available  at  most  major 
airports,  show  departure 
and  gate  information  so 
you  can  go  right  to 
your  plane. 


FOn  MSCIIVATMMSWOAUmiOE.CALLrDU'FAEE  l-SOO^S^^lDt  IN  U  ft  A 

Members  don't  have  to  repeat  their 
personal  information  every  time  they 
rent  a  car  I'his  makes  your  resen^ation 
and  rental  faster  and  easier 


I 


This  Hertz  exclusive  gives  you  clear  printed  directions 
to  thousands  of  destinations  m  100  cities  worldwide. 

During  peak  periods  at  most  major  airports, 
Instant  Return  can  give  you  your  bill  and 
receipt  before  you  even  leave  the  car 


WM  ta  *m  sn: 
CI  is  '  1^  El 
>n  a  n  n  (3 
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a  e=3  KTj  K  A  mix 
7    (    *  SB 

4.      S      B  CO 


Hertz 


#1  Club  members  go  directly  to  this 
special  facility  ivhere  they  simply  slunv 
license  and  credit  card,  sign  and  go. 


- 

■It 

We're  upgrading  and  expanding  our  fleet  of 
('ouric^v  Buses  for  even  better  sen^ice. 


j  _ 


j 

• 

So  you  can  conduct  business  on  the  road. 
Includes  a  fax  machine,  a  Federal  Express"^ 
drop  box  and  touchscreen  gi  ft  buying. 


3nly  Hertz  can  unite  the  user-friendly 

with  the  just  plain  friendly 

9 


Although  Hertz  is  constantly 
hanging  through  innovation, 
lart  of  our  company  will  always 
tay  the  same:  the  friendly,  efficient 
ervice. 

After  all,  our  high-tech  services 
1st  wouldn't  be  the  same  without 
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the  human  touch  of  our  employees. 

You  see,  we  know  there's 
something  more  important  to  you 
than  all  the  electronics,  computer  chips 
and  technological  advancements 
put  together. 

A  simple  smile. 


-rt/  features  the  exciting  Ford  Thunderbird. 


GPA  HAS  ORDERE] 

WORTH  $3| 
THESE  ARE  TH 


AIR  TRAVEL  is  fundamental  to  contemporary  life  and  economic  progress.  Over 
one  billion  people  travelled  by  air  last  year.  That  number  will  double  by  the  year 


7,000  new  jets  and  3,500  turboprop  aircraft  are  needed  to  meet  this  growth  and  to 
replace  older  aircraft  (one  in  three  jets  in  the  world  fleet  is  over  15  years  old).  This 
means  that  on  average  more  than  three  new  aircraft  will  be  delivered  every  working 
day  to  the  turn  of  the  century.  At  a  cost  in  excess  of  $425  billion. 

As  the  airline  industry  matures  like  other  service  businesses,  there  is  increasing 
separation  of  ownership  and  operation.  Leasing  makes  this  possible. 

Nearly  half  the  US  fleet,  the  largest  in  the  world,  is  on  lease.  Worldwide,  established 
airlines  are  improving  their  balance  sheets  through  a  better  mix  of  owned  and  leased 
equipment.  New  carriers  entering  the  industry  with  leased  aircraft  are  expanding 
services  to  the  public  and  demand  for  the  manufacturers. 

GPA  has  defined  the  concept  of  the  operating  lease  for  new  aircraft.  An  operating 
lease  enables  an  airline  to  acquire  the  use  of  an  aircraft  without  having  to  finance  its 
full  cost.  GPA  thus  provides  airhnes  with  access  to  a  pool  of  aircraft  at  relatively  short 
lead  times  and  on  flexible  financing  terms. 


2,000. 


19  NEW  AIRCRAFT 
ILLION. 
EASONS  WHY: 

Our  commitment  to  buy  approximately  10%  of  all  commercial  jets  to  be  delivered 
through  the  mid-1990s  helps  to  underpin  production  plans  for  the  manufacturers 
while  broadening  their  market  base  and  introducing  new  sources  of  finance  to  meet 
the  industry's  investment  requirement. 

GPA's  aircraft  portfolio  is  deployed  on  operating  lease  to  64  carriers  in  32  countries. 
GPA  complements  this  core  business  by  worldwide  trading  of  aircraft  and  by  the 
provision  of  financial  and  technical  services  to  the  aviation  and  investor  communities. 

A  global  marketing  reach  and  expert  research  provide  GPA  with  unequalled  industry 
knowledge.  Our  $30  billion  order  for  819  new  aircraft  is  based  on  a  strategy  first 
developed  in  1984  and  progressively  implemented  since. 

GPA  IS  THE  WORLD'S  LARGEST  NEW  AIRCRAFT  LESSOR.  WE 
ARE  PROUD  THAT  THE  GREAT  NAMES  OF  AIRCRAFT  AND 
ENGINE  MANUFACTURING  ARE  INCLUDED  IN  OUR  ORDERS: 

4IRBUS  •  BOEING  •  FOKKER  •  McDONNELL  DOUGLAS 
ATR  •  BOEING  CANADA  •  FAIRCHILD  •  SHORT  BROTHERS 

CFMI  •  GENERAL  ELECTRIC  •  lAE  •  PRATT  &  WHITNEY  •  ROLLS  ROYCE 


uiNNEss  Peat  Aviation 


GPA  GROUP  LIMITED  •  SHANNON  •  IRELAND 


■A  REMARKABLE  OFFER  FROM  MOTOROLA- 


For  Just  $695, 
Breakdowns  In 

COMMUNiCATION  CAN 

Become  AThing 
Of  The  Past. 


Motorola's  Express  850 
Cellular  Portable  Phone 

Most  people  who  an't  afford  to  be  out  of  touch 
when  they're  out  of  the  office  have  reached  the 
same  condusion:  They  need  a  portable  cellular 
telephone. 

But  not  all  portable  phones  have  the 
same  level  of  reliability.  Not  all  portables  are 
built  to  withstand  the  knocks,  bumps,  bangs 
and  drops  that  come  with  being  portable. 
The  Motorola  Express  850."  on  the  other 
hand,  like  every  Motorola 
cellular  telephone,  must  pass 
the  exdusive  6-pointtestin 
the  lab  before  it's  allowed 
into  the  field. 

Another  nice  touch: 
The  Express  850  is  as 
functional  as  it  is  portable. 
And  boasts  a  host  of 
Motorola's  cellular  innova- 
tions. Everything  fmm 
memory  dialing,  user  selec- 
table system  registration  and 
two  number  apability.  to 
all  timers,  ailing  resti'ictions 
~       and  auto-redial. 
What's  more,  tiie  850  comes  complete 
with  a  arrying  case  and  charging  accessories.  It 
even  comes  pre-programmed  and  ready  to  use 
with  your  own  Motorola  Cellular  Service,  Inc 
telephone  number  In  fact,  as  soon  as  you  receive 
'ft  you  can  sta.1  making  and  taki'ng  alls. 

With  Motorola's  Express  850  portable, 
you  an  replace  breakdov^is  in  communiation 
with  communiation  oreaktiiroughs. 


I 


Before  an> 
cellular  phone  design 
is  produced,  it  must 
pass  a  Multi-Cyde 
Drop  onto  a 
concrete  floor 


/ 

When  you  compare, 
there  s  no  comparison 


The  Eifwcss 
850  by 

Motorola 

TVOttief  S695 
Competilor' 
Maj*ell 

Designed  tot 
and  Qya)if> 

Pas.'es 
Motoroia's 
6-Po(nt  Test 

Does  Sot  Pass 
Motorola  s 
6-Pofrt  Test 

Codbnuous 
Talk  Time 

1  Hour  15  Mins 

1  hour 

iundb)  Po*ef 

18  Hours 

8  Hours 

Memories 

17 

12 

Super  Speed 

Dialing 
trom  Hemon 

Yes 

No 

Oll-ln- Absence 
Indicator 

yes 

ho 

Warranh 

2  Years" 

lYcar 

'Based  or  [xjWisned  mtormatior  a^aildbte  Fetjmarv  19S9 
"Swood  year  protection  p4an  basetj  or.  continued  use  ot 
Motorola  Ceiular  Service  Inc  (MC5II  A  free  cop>  ot  our 
warranrv  is  availaWe  by  calling  1-800-678-7373 

Upon  activation  of  your  new  telephone,  you  will 
receive  service  and  monttily  telephone  bills  from 
Motorola  Cellular  Service,  Inc  (MCSI).  You  ore 
responsible  for  any  calls  made  and  any  application 
charges  during  15  day  money  bacJ(  guarantee  period 
available  to  you  at  the  time  of  purchase.  Prices  are 
based  on  cellular  service  from  MCSI  to  qualified 
customers  This  offer  is  not  available  in  all  areas 
Offer  limited  to  end-user  subscnbers.  Specifications 
subiecl  to  change  without  notice  VISA  and  Master- 
Card accepted  Shipping,  handling  and  sales  taxes 
are  ertra 

VISA  and  MasterCard  are  trademarfe  ot  VISA  and 
MasterCard  Companies  respe<:tn«t>  Moloroia- 
Express  850  and  MCSI  are  tra<Jemar1cs  ot  Motorola  Inc 


TO  ORDER  YOUR  EXPRESS  850,  CALL  1-800-678-7373  EXT  220 
(M^  MOTOROLA 


politics.  Thanks  to  Summer  of  '4-9,  fat 
like  me  can  get  a  taste  of  purer  time 
And  those  who  were  there  can  reli^ 
them. 

3v  . I'.  '-  zzm 

Friedman,  who  normally  cofers  rnves 
rnent  banking  for  BL'SIXESS  WEEK,  consi 
ers  the  play-off  that  broke  the  Yankees-Rt 
So.r  tie  in  the  1978  season  the  most  menu 


BOOK  BRIEFS  I 


THE  SILENT  WAR 

By  ira  Wagaziner  and  Mark  Patinkin 
Random  House  •  415  pp  •  S19.95 


Forget  the  MBA  asset-shufflers.  \ 
Ira  Magaziner  and  Mark  Patinki 
engineers  and  production  worke: 
are  today's  real,  if  unsung,  heroes. 
The  Silent  War,  Magaziner.  a  Rhode  1 
land-based  business  consultant,  and  P 
tinkin,  a  columnist  for  The  Provideru 
Journal-Bulletin,  try  to  show  what  ti 
world's  best  manufacturers  can  tea( 
U.  S.  managers  and  government  polic 
makei-s.  Unfortunately,  they  don't  qui" 
succeed. 

Although  it  carries  a  double  bylin 
the  entire  volume  is  in  the  fii'st  perso 
presumably  that  of  the  globe-trottir 
Magaziner.  He  believes  strongly  that  ti 
most  successful  manufacturers — whet 
er  of  pens,  home  appliances,  or  machir 
tools — are  marked  by  intense  devotion 
product  design  and  quality,  ruthless  a 
tention  to  facton-floor  automation,  ai 
the  saintly  patience  needed  to  nurtui 
long-shot  ideas.  Their  managers,  ofU 
engineers  themselves,  religiously  he< 
the  advice  of  the  techies  on  the  factoi 
floor  and  in  research-and-developraei 
labs.  That's  a  commonsense  style  too  o 
ten  ignored  by  American  executive 
many  of  whose  goals  don't  reach  pa 
the  next  quarter  or  takeover  attempt 

Trouble  is.  Magaziner  can  muster  on 
eight  pages'  worth  of  strategies  that  e 
ecutives  and  policymakers  might  folio 
to  foster  the  U.  S.  industi-ial  rebirth  \ 
advocates.  What's  more,  his  meag( 
menu  of  recommendations  offers  litt 
that  hasn't  been  proposed  dozens  ( 
times  before — including  more  gover 
ment  spending  on  vocational  trainin 
and  research,  fatter  federal  export  su 
sidies,  and  the  creation  of  an  America 
counterpart  to  Japan's  Ministry  of  Inte 
national  Trade  &  Industry.  Magaziner 
breezy.  I-was-there  approach  to  probler 
solving  at  Corning  Glass  Works,  Korea 
Samsung,  and  others  makes  engrossin 
reading.  .A.nd  it  lets  you  in  on  the  drair 
of  experimentation,  failure,  and  succeS' 
But  the  promise  of  turning  that  drair 
ir  to  a  valuable  lesson  goes  unkept. 

WILLIAM  GLASGAl 


5f> 


® 


These  days,  it's  easy  for  investoi-s  to  feel  lost.  Investment 
counselor's  are  helping  them  find  their  way  with  mutual  funds  and 
unit  trusts  sponsored  by  Van  Kampen  Mer'ritt— over  $20  billion 
worth.  Van  Kampen  Merritt  is  a  Xerox  Financial  Senices  Company 
offering  a  wide  range  of  investment  banking  capabilities. 

See  the  light.  Ask  your  investment  representative  for  more 
complete  information,  including  all  charges  and  exi)enses.  Read  it 
carefully  before  you  invest  or  send  money.  Or  call  1-800-DIAL-VKM 
ext.  1001.  In  Georgia,  1-800-633-2252  ext.  1001. 

Mutual  Funds,  Unit  TVusts,  Asset  Management, 
Precious  Metals,  Xerox  Life  Products,  Capital  Markets, 
Public  and  Health  Care  Finance. 


Investing  with  a  sense  of  direction! 


Van  Kampen  Merritt 


A  XEROX  Financial  Services  Company 


® 


At  23  copies  per  minute,  Kodak  ColorEdge  copiers 
are  four  times  faster  than  any  other  color  copiers 
in  the  world. 

•  World's  fastest  color  copiers  •  Full-color  copies 
from  color  originals,  in  a  single  pass  •  Unusually  easy 
to  use  •  The  outstanding  color  you  expect  from 
Kodak  •  The  exceptional  reliability  and  service  you 
expect  from  a  Kodak  copier  •  Selective  editing 
capability  •  Copies  35  mm  slides  and  makes 
overhead  transparencies  •  For  details,  call 
/  800  255-3434,  Fxt.  150. 


Leading  technology: 
The  Kodak [olorEdge 
copier-duplica  tor. 


The  new  vision  of  Kodak 


nan  Kodak  Company.  1988 


conomic  Viewpoint 


WHY  SCRAP 
A  STEEL  POLICY 
THAT  WORKS? 


BY  ROBERT KUTTNER 


Even  though  it  violates  all 
free-market  rules,  the  1984 
program  limiting  imports  has 
made  the  U.S.  steel  industry 
shine  again.  The  Bush 
Administration  should 
swallow  its  principles 
and  renegotiate 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


The  Bush  Administration  is  weigh- 
ing whether  to  extend  the  so-called 
Voluntary  Restraint  Agreement 
program  in  steel,  which  expires  on  Sept. 
30.  VR.A.S  currently  limit  imports  of  steel 
to  about  20%  of  the  total  U.  S.  market. 
We  will  soon  get  a  familiar  lecture  from 
laissez-faire  crusaders  pointing  out  that 
the  U.  S.  steel  industry  is  now  profitable, 
that  it  no  longer  needs  protection,  that 
American  steelworkers  are  overpaid, 
and  that  by  free-market  principles  we 
should  buy  our  steel  from  whoever 
makes  it  most  cheaply.  If  foreigners  are 
dumb  enough  to  subsidize  their  steel, 
America  should  accept  the  gift. 

This  all  seems  to  make  sense,  until 
one  grasps  that  the  global  steel  industry 
does  not  play  by  the  rules  of  the  free 
market.  For  better  or  worse,  most  ad- 
vanced industrial  nations  find  it  in  their 
national  interest  to  make  steel — whether 
to  develop  experience  in  advanced  pro- 
duction, to  assure  supply,  or  merely  for 
prestige.  As  new  entrants  joined  the 
steelmakers'  club  in  the  1970s,  estab- 
lished producers  responded  by  redou- 
bling investment  in  more  efficient 
plants,  adding  to  world  overcapacity. 

Since  the  late  1970s,  every  major  steel- 
producing  nation  has  continued  to  subsi- 
dize steel,  and  none  other  is  a  net  steel 
importer.  The  European  Community 
alone  has  spent  about  $35  billion  on  steel 
subsidies  over  the  past  decade.  Because 
of  the  staggering  cost  of  allowing  mills 
to  sit  idle,  producers  have  a  huge  incen- 
tive to  dump  excess  steel — guess  where? 
WRONG  RULES.  The  U.  S.,  the  only  major 
producer  willing  to  take  imports,  initially 
responded  as  if  other  nations  were  play- 
ing by  the  rules  of  Adam  Smith.  The 
Carter  Administration  concocted  a  "trig- 
ger-price mechanism"  intended  to  allow 
imports  at  a  "fair"  price  reflecting  the 
true  costs  of  the  world's  most  eflficient 
(read  Japanese)  producers.  But  Europe- 
an producers  dumped  steel  in  the  U.  S. 
at  the  Japanese  price,  and  the  oversup- 
ply  crisis  worsened. 

As  the  only  competitors  playing  by 
free-market  rules,  U.  S.  steel  producers 
suddenly  faced  staggering  losses.  They 
closed  down  plants,  idled  workers,  and 
extracted  pay  cuts,  reducing  their  pro- 
duction from  a  peak  of  137  million  tons 
in  1973  to  just  77  million  a  decade  later. 
Had  this  pattern  continued,  foreign  sub- 
sidized steel  would  have  all  but  obliterat- 
ed U.  S.  steelmaking.  Finally,  in  1984, 
Congress  and  the  Reagan  Administra- 
tion devised  a  quota  program,  holding 
imports  to  about  20^^^  of  the  U.  S.  mar- 
ket. As  the  world's  principal  sponsor  of 
free  trade,  our  government  awkwardly 
disguised  this  as  a  system  of  "volun- 
tary" restraints.  Thanks  to  this  quota 
program,  the  American  steel  industry, 


after  losing  a  sickening  $11.6  billi( 
from  1982  to  1986,  turned  profitat 
again  in  1987,  earning  about  $1  billion, 
earned  about  $2  billion  in  1988  and  ant 
ipates  about  the  same  in  1989. 

What  we  have  here,  gentle  reader, 
an  industrial  policy  for  steel.  The  const 
vative  Reagan  Administration  put  asi( 
its  ideological  qualms  and  concluded  th 
retaining  domestic  steelmaking  was 
the  national  interest.  It  even  went  so  f 
as  to  allocate  capital  investment- 
even  more  grievous  sin — when  it 
quired  that  profits  generated  by  the  ii 
port  restraints  be  reinvested  in  st€ 
modernization,  rather  than  follow  fr€ 
market  paths  to  higher-yield  invesij- 
ments  such  as  oil  companies.  j 
NO  FOOLS.  Most  shocking  of  all,  this  ifl 
dustrial  policy  has  been  a  success.  F^ 
the  first  time  in  a  decade,  the  prospei 
of  assured  markets  made  it  rational  {<\ 
steelmakers  to  reinvest.  During  eai 
year  of  the  vra  program,  reinvestme 
exceeded  net  earnings.  Today,  Americfl 
industry  produces  steel  at  an  avera; 
price  about  $130  a  ton  cheaper  than  Ja- 
anese  steel.  And  contrary  to  prediction^ 
the  import  restraint  has  not  led  to  rujj" 
away  inflation.  Steel  prices  have  laggi 
behind  the  consumer  price  index  1 
about  20%.  Price  gouging  is  limited  1 
competition  from  minimills  in  some  pro 
uct  lines.  A  "short  supply"  provision  i 
lows  quotas  to  be  waived  when  ste 
customers  are  unable  to  get  produ 
from  domestic  suppliers.  And  thouj 
steelmakers  are  indeed  an  oligopol 
they  are  no  fools.  Price  hikes  would  1 
the  wrong  signal  to  send  Congres 
VR.As  have  engendered  prudent  restrair 

Like  it  or  not,  the  rest  of  the  wor 
does  not  consider  laissez-faire  a  suitab 
crucible  for  the  steel  business.  But  th 
has  not  prevented  enormous  increases 
productivity  from  occurring  under  me 
cantilist  auspices.  Accepting  foreign  su 
sidized  steel  is  no  bargain  when  foreij 
cartels  are  driving  us  out  of  the  bus 
ness.  Cartels  are  also  verj-  adept  : 
gouging,  once  customers  are  captive. 

If  we  can't  persuade  the  rest  of  tl 
world  to  let  Adam  Smith  dictate  ste 
production,  it  would  be  far  better  to  n 
gotiate  an  agreement  acknowledgir 
that  ever^'one  is  somewhat  mercantilis 
Some  balance  could  be  achieved  by  limi 
ing  worldwide  subsidies  and  requirir 
those  nations  seeking  a  shot  at  our  ir 
port  market  to  open  their  own  domest 
markets  to  a  comparable  degree.  Ti 
"first  best"  of  perfectly  free  trade  : 
steel  is  a  delusion.  The  Administratic 
should  extend  the  vra  program,  fin 
tune  it,  and  use  it  as  a  lever  to  negotiai 
a  reasonable  second  best,  where  S\ 
steel-producing  nations  at  least  play  1: 
reciprocal  rules. 
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y:AR)urSeasonsHotd'Ihe 

RoomNever  Closes. 


ItbimplyRelocates. 


We  observe  a  rather  unique 
ng  policy  at  Four  Seasons 
£:  the  proper  time  for  ser/ing 
;t-class  meal  is  whenever  your 
mte  desires  it. 

And  if  by  chance  the  serving 
15  of  our  restaurants  don't 
cide  with  your  schedule,  we'U 
g  the  restaurants  to  you. 
The  same  master  chefs  who 
:eive  tlie  delicacies  served  in 


our  Four  Seasons  dining  rooms    fresh  linens  or  fresh  ice,  you  will 
also  prepare  their  exquisite  crea-  note  that  the  Four  Seasons  staff 
tions  for  your  private  pleasure.       stands  ready  at  all  times. 

You  recerve  our  restaurants'         So,  when  next  you  travel, 
impeccable  table  seivice  in  your   come  stay  with  us.  You'll  discover 
guest  room,  as  well.  a  refreshrng  difference.  At  a  Four 

And  this  obsessiveness  with  Seasons  Hotel,  attentiveness  never 
your  personal  comfort  extends  ,^1;,  goes  off  duty 
throughout  our  enm-e  opera-  |k  FqUF SeaSOHS  HOtelS 
non.  If  at  any  ome,  for  example,  HR  ^1^- 

you  should  r"equu-e  a  car;  a  typist,  aliQ  ncSOriS 


•  Late  night  room  service  at  Four  Seasons  Hotel,  Beverly  Hills 


rSeasmiHoteh  Limited 


'  ^IHD  SiAlES:  A/nlin.  Bintini.  C/juaf^o  (  Tlv  R/tz-Cji/.'m/ ).  Clmat^/jiofwii  l')S9).  HiiHitrntCtrihr).  Homtori  ( hni  on  thf  Park}.  Lis  Ailf^i'la .  New  York  iTht  Pitnre). 
■'»  !  Biuiih  Calif ortiia.  PhilaJdphia.  San  Francnco.  Suittit'.  W  'asluni^lon  D  C.  CANADA:  Monlrea/ ( U-  Qi/atre  Sanons  I.  Otlatra.  Toronto  (  Yorkville).  Toronto  ( Inn  on  the 
n-h.  Vanioimr  UNITED  KINGDOM:  Lonckn  ( Inn  on  the  Park  I.  JAPAN:  Tokyo)  opens  1991).  RESORTS:  Dalla.s  I  Las  Colinas).  Ma/<i(\X'ailu>.  opens  m9). 
•aula  Barbara  (The  Biltmore).  Canada  ( Minaki  LoJi^e.  Northern  Ontario).  For  resenattons  m  the  U.S.  uitl  (800)  332-3442;  ni  Canada  tall  (800)  268-6282. 


SIEMENS 


Remember  when 
all  it  did  was  talk? 


In  the  U  S.  alone,  Siemens  R&D 
operations  include  a  major  research 
center,  23  development  locations 
and  over  1200  R&D  scientists,  engi- 
neers and  technicians.  All  working 
on  the  technology  of  tomorrow,  today. 

Which  means  you'll  receive  some  of 
the  latest,  most  advanced  electronic 
products  and  systems  in  the  world. 
Systems  that  speak  quality  and  per- 
formance loud  and  clear 

Discover  more  about  what  Siemens 
can  offer  you.  Write  for  "Siemens 
Report  '89",  Box  8003  R-2, 
Trenton,  NJ  08650. 


Technological  breakthroughs. 

Today  Siemens  makes  telecommun- 
ications systems  that  can  transmit  a 
lot  more  than  just  voices.  Siemens 
technology  now  enables  voice,  data, 
text  and  images  to  be  sent  simulta- 
neously over  a  single  telephone  line. 
This  technology  called  "ISDN",  will 
soon  be  the  standard  for  high-speed 
communications  world-wide 

A  direct  tie  line  to  the  products  of 
tomorrow. 

Last  year,  Siemens  invested  more 
than  $3.5  billion  in  research  and 
development  on  projects  that  will 


improve  the  way  we  communicate, 
store  information,  generate  power, 
automate  factories,  treat  illnesses 
and  build  cars. 


Telecommunications  •  Medical  Systems  •  Automotive  Electronics  •  Energy  •  Graphic  Systems  •  Electronic  Components 
Aiitnmatinn   •   I  inhtinn  SvstRms   •    Infnrmatinn  Swstems   •   Power  Generation 
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conomic  Trends 


PRODUCTIVITY  IN 

SERVICES  IS  NOT 

A  PROBLEM  ABROAD  . . . 

Car.  oadiy  lagging  pi-OQUCLivi:y 
gro'Air.  in  the  expanding  senices 
sector  be  re\ived?  The  answer,  accord- 
ing to  economist  Roger  Fulton  of  A. 
Gar."  Shiiiing  &  Co..  is  yes.  Fulton  points 
to  the  track  records  of  America's  trad- 
ing partners  in  Europe  and  Japan  as 
proof  that  poor  producti\it}'  growth  is 
not  intrinsic  to  senice  sectors  in  ad- 
vanced industrial  nations. 

Although  almost  all  sectors  of  the 
U.  S.  econom.y  participated  in  a  general 
productivity  slowdown  that  began 
around  1973,  the  manufacturing  sector 
has  regained  its  earlier  \'igor — rising  at 
an  average  annual  rate  of  about  3.5'^^  in 
the  current  decade.  Services  productiv'- 
ty.  on  the  other  hand,  has  continued  tc 
advance  at  a  snail's  pace  of  about  half  a 
percent  a  year  since  1979. 

Fulton  notes  that  services  have  been 
the  source  of  virtually  all  new  iob 

PRODUCTIVITY  IN  SERVICE  JOBS: 
FASTER  GROWTH  OVERSEAS 


ANNUAL  RISE  IN  OUTPUT 
PER  V^ORKER  1973-86 


APaCHT 


grovs-th  in  the  U.  S.  and  that  senice-pro- 
ducing  industries  now  account  for  more 
than  70"^^  of  private  emplo>"ment.  Thus, 
higher  services  producti\it}"  is  clearly 
the  key  to  securing  a  rising  national 
standard  of  li\ing.  Moreover,  it's  a  criti- 
cal factor  in  impro%ing  the  nation's  com- 
petitiveness and  shiinking  the  trade  defi- 
cit. Fulton  estimates  that  services 
purchased  by  U.  S.  manufacturers  now 
accoimt  for  about  30"^  of  manufacturing 
costs — the  sam.e  sh^e  as  direct  labor. 

That's  why  the  experience  of  Ameri- 
ca's competitors  is  so  sigriificant.  Many 
observers  believe  s!ov%"  productivity 


growth  is  ir.herer.t  yti  I'ne  seniees  sector. 
But  Fuiton's  analysis  of  ir.terr.arior.ai 
productivity-  trends  in  services  shows 
that  since  1973.  the  U.  S.  has  been  badly 
outperformed  by  other  industrial  natic:-= 
(chart).  And  the  situation  is  gen::.. 
worse.  "From.  1979  to  1986."  says  Ftu- 
:on.  "seniees  output  per  person  in  Ja- 
pan. West  Germany.  France.  Sweden, 
and  Britain  rose  about  a  year,  com- 
pared with  only  0.4^^^  in  the  U.  S." 

Looking  ahead.  Fulton  believes  that 
seniees  companies  will  be  imder  increas- 
ing pressure  to  improve  productivity — 
particularly  from  manufacuiring  compa- 
nies seeking  additional  ways  to  cut 
costs.  "Fortunately."  he  says,  "the  per- 
formance of  other  economies  suggests 
that  U.  S.  seniees  producti\it\-  growth 
can  be  substantiallv  increased." 


...  AND  HIGHER  WAGES 
COULD  SPUR  ITS 
GROWTH  IN  THE  U.S. 

The  faster  growth  of  seniees  produc- 
ti\ity  overseas  is  no  accident,  eon- 
tends  a  new  Economic  Policy  Institute 
report  by  economist  Lester  C.  Thurow  of 
the  Massachusetts  Institute  of  Technol- 
ogy. Thurow  notes  that  senice  sectors 
in  Japan  and  Europe  have  invested 
hea\ily  in  new  technolog%\  with  capital 
per  worker  growing  twice  as  fast  in  Ger- 
m.any  and  Japan  as  in  the  U.  S. 

Such  investment,  clakns  Thurow.  has 
been  spurred  by  the  high  level  and  rela- 
tive inflexibility."  of  senice  wages  over- 
seas, '^liile  U.  S.  private  senice  workers 
are  paid  only  67^<:  of  manufacturing 
wages,  in  Japan  they  receive  93^c  as 
much  and  in  Geraiany  S5'^<:  as  much. 
High  foreign  wage  levels  are  partly  the 
result  of  stronger  unions  and  of  social 
legislation  such  as  relatively  high  mini- 
m.um  wages  and  imem.ploj'ment  benefits. 

In  the  U.  S..  low  wage  levels  and  fast 
labor-force  growth  in  recent  decades  al- 
lowed senice  companies  to  m.eet  rising 
demand  for  seniees  by  hiring  more 
workers — producing  the  huge  rise  in  em- 
plo%Tnent  dmt  Americans  boast  about. 
But  the  price,  notes  Thurow,  was  stag- 
nant producti\it}"  growrth  and  a  pro- 
liferation of  low-wage  jobs.  In  contrast 
"Europe  paid  for  its  higher  seniees 
wages  and  producti"vit}'  with  higher  un- 
em.plo\"meni." 

Although  slowing  U.  S.  labor  force 
growth  suggests  that  senice  industries 
will  now"  concentrate  on  boosting  produc- 
tivitj".  that's  not  a  foregone  conclusion. 
Thurow  believes  that  demand  for  ser- 
vices wiU  also  slow  considerably.  Such 
deve!oprr.er:~  as  the  surge  in  restau- 
renti     -  ;  _  :.^-er  shopping  hours  to  ac- 


:e  :r.e  aavent  oi  wor-King  wo 
reached  their  limits,  he  sa> 


S:r.-.:iariy.  the  e.xpiosive  grow-th  in  nn£ 
eial  seniees  in  response  to  deregulati' 
.^rd  the  creation  of  a  world  capital  mj 
is  largely  over,  and  rising  heal 
care  spending  faces  growing  resistan( 
Thus,  a  crucial  question  for  the  ecoi 
m.y.  says  Thurow,  is  whether  business 
and  national  leaders  should  seek 
maintain  the  low-wage  structure 
many  service  industries  or  promote  h 
er  wages.  "If  foreign  experience  is  a 
guide,"  he  says,  "higher  wages  migh 
self-justifying  by  leading  to  more  capii 
investment  and  producti%ity  gains." 


FRESH  EVIDENCE 
THAT  IRAs  ENCOURAGE 
PEOPLE  TO  SAVE 


Did  tiie  surge  in  Ind:".";aua!  Rc 
ment  Accounts  after  tr.e  r^ies 
loosened  by  the  1981  tax  reforrr. 
rr.ainly  reflect  a  shiftir.r  o:  savir^:; 
l?:AS.  as  some  expeit^  :.a:r.  I'c 
Feenberg  and  Jonathan  S-;::.rrr  :: 
National  Bureau  of  Ecor. :::  ?.r>e. 
theorized  that  if  the    -   :  "  . 


oon  were  true,  taxpayrr; 
experienced  slowing  growrth  in  their 
able  interest  and  dividend  ineomie 
they  moved  assets  into  nontaxable  WJ 
Instead,  the  two  economists  fou 
that  families  who  set  up  nus  after  19 
actually  showed  more  growrth  in  ta-xat 
dividend  and  interest  income  betwe 
1980  and  1984  than  families  with  simil 
initial  asset  income  who  didn't  purcha 
nus.  The  findings  suggest  that  IR 
may  indeed  encourage  people  to  sa 
more  than  thev  w"ould  have  otherwise 


JOB  GROWTH  IS  FIHIN 

IN  NICELY  WITH 

THE  FED'S  BIG  PICTURE 
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Tr.tr  rT.;rr_._  Reserre  Board  Qoes: 
targr"  ^  •  _-rowth  direct 

but  it  sr:^.i  r vdth  the  lata 
num.bers.  says  economist  Nicholas  Per 
of  Connecticut  National  Bank.  Factor 
in  O.o^c  annual  growth  in  productivi 
(the  actual  first-quarter  pace>,  he  cak 
lates  that  monthly  job  gains  of  135,0 
to  170.000  are  in  keeping  with  the  Fa 
goal  of  slowing  economic  growth  to 
'2^c-io-2¥2'^c  pace.  In  March  and  Ap 
payroU  emplojTnent  increases  averag 
145,000 — and  would  have  averag 
155.000  were  it  not  for  the  Eastern 
Lines  strike.  In  short,  the  labor  mark< 
are  finally  behaving  in  a  way  that's 
sistent  with  the  Fed's  goals,  says  Per 
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J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 
To  send  a  gift  of  J&B  anywhere  in  the  U.S.,  call  1-800-528-6148.  Void  where  prohibited. 
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Who  puts  the  thrust 


The  mission:  to  carry  a  heavy  payload  of  data  from  NASA 
computer  networks  to  desktops  throughout  the  Ames  Researci 
a1i  i  TlH  IVF  A  ^  A'  Center  And  do  it  economically. 

Ut:i 111  lU  l^^O-ri. »  NASA  selected  a  Northern  Tfelecom  integrated  network 

1^  ri-|-^  Tlf^f^lVOT'lc  Ht  thf*  system.  It  links  the  widest  variety  of  terminals  of  any  PBX.  It 

opens  access  to  their  local  network  of  supercomputers,  mainfran 
AjUeS  ReSe3-I*Ch  Center*?        minicomputers.  They  can  even  use  it  to  reach  data  on  NAS.'s 

nationwide  computer  network. 

If  you  want  to  boost  the  power  of  your     ^^^^  nurfhi 
data  network,  Northern  Tfelecom  has  just        [^'^P  fclccw 
the  vehicle.  B  WW 
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rHE  LITTLE  CHILL 

SLOWING  THROUGH  THE  JOB  MARKET 
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ow  there  are  new  signs  that  economic  growth 
was  moderating  as  the  second  quarter  began. 
The  latest  evidence:  the  job  market.  Employment 
'owth  in  April  slowed  for  the  third  consecutive  month, 
nd  the  jobless  rate  jumped  to  5.3%,  reversing  its  Febru- 
•y  and  March  declines — and  then  some. 
The  job  data  are  one  more  signal  that  the  Federal 
gserve  Board's  year-long  effort  to  cool  the  economy 
id  relieve  inflationary  pressures  is  starting  to  pay  off — 
11  maybe  not  the  way  the  Fed  had  in  mind. 

The  Fed's  goal  has  been  to 
slow  domestic  demand  by  tight- 
ening credit.  But  so  far,  Fed  re- 
straint  has  hit  foreign  demand 
^  a  lot  harder  (chart).  Export 

growth  has  slowed  sharply,  in 
part  because  higher  interest 
rates  have  strengthened  the  dol- 
lar, reducing  U.  S.  competitive- 
ness. The  dollar  hit  a  nine- 
month  high  against  the  West 
German  mark  on  May  9. 


ITHERE  DEMAND  HAS 
EASED  THE  MOST 
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The  result:  Continued  strength  in  domestic  spending 
consumers  and  businesses  is  likely  to  propel  the 
onomy  this  quarter  at  close  to  the  3%  drought-adjusted 
iCe  of  the  first  quarter.  And  that  won't  constitute 
lOugh  of  a  slowdown  to  keep  inflation  in  check. 
Sure,  consumer  buying  slowed  sharply  last  quarter, 
id  housing  is  suffering  from  higher  interest  rates, 
ousing  will  certainly  be  a  drag  on  the  second  quarter, 
it  consumer  spending  is  likely  to  bounce  back.  That's 
icause  income  growth  is  robust,  and  buyers  show  no 
ndency  to  curtail  credit  purchases.  Capital  spending, 
■ry  strong  last  quarter,  will  likely  post  another  solid 
lin  this  quarter. 

EXPORTS  Since  the  Fed  began  tightening  in  the 
HAVE  FELT  second  quarter  of  last  year,  domestic  de- 
THE  FED'S  mand,  excluding  the  volatile  effects  of 
GRIP  farm-subsidy  payments  through  the  gov- 

nment's  Commodity  Credit  Corporation,  has  grown  at 
2.5%  annual  rate.  That's  not  much  different  from  its 
1%  pace  during  the  previous  three  quarters. 
Exports,  however,  have  slowed  sharply  (page  37).  Real 
:ports  of  goods  rose  at  an  8.2%  annual  rate  during  the 
ist  three  quarters,  down  dramatically  from  a  22.3%- 
owth  pace  during  the  previous  three  quarters. 
Higher  inflation  in  the  U.  S.,  relative  to  our  trading 
trtners,  is  further  eroding  American  competitiveness 
increasing  the  cost  of  U.  S.  exports  even  more.  Real 


exports  of  dollar-sensitive  capital  goods — some  42%'  of 
merchandise  exports — fell  last  quarter  for  the  first  time 
in  two  years. 

Burgeoning  export  growth — and  the  thrust  it  gave  to 
the  manufacturing  sector — was  the  economy's  driving 
force  in  1987  and  1988.  Now  the  economy  is  beginning  to 
lose  some  of  that  kick,  but  that's  not  about  to  cut  severe- 
ly into  overall  economic  growth. 

The  export  boom  boosted  the  goods-producing  sector 
of  the  economy,  and  that's  where  the  export  slowdown 
will  mainly  be  felt.  Slower  growth  of  output  and  employ- 
ment in  manufacturing  is  already  beginning  to  dampen 
gains  in  industrial  production  and  nonfarm  jobs.  But  the 
economy's  service  sector  continues  to  provide  strength. 


PRESSURE 
ON  WAGES 
IS  STILL 
GROWING 


That  was  the  pattern  in  April's  employ- 
ment report.  Nonfarm  industries  added 
only  117,000  workers  to  their  payrolls  in 
in  the  month,  bringing  total  employment 
to  108.6  million.  That  was  down  quite  a  bit  from  in- 
creases of  171,000  in  March,  276,000  in  February,  and 
424,000  in  January  (chart). 

Excluding  strike  periods,  the  April  increase  was  the 
smallest  in  more  than  three  years.  Only  53%-  of  the  349 
industries  in  the  Labor  Dept.'s  survey  added  workers  to 
their  payrolls,  well  below  the  first  quarter's  monthly 
average  of  61%  and  the  fourth  quarter's  64%. 

Jobs  in  the  service-producing 
industries,  some  76%  of  non- 
farm  employment,  posted  a 
small  112,000  increase  in  April 
after  average  monthly  gains  of 
236,000  during  the  previous 
year.  But  job  growth  in  services 
hasn't  really  slowed  all  that 
much.  During  the  past  year, 
employment  in  private  service 
industries — excluding  govern- 
ment— grew  by  4%-,  about  the 


THE  SLOWDOWN 
IN  JOB  GROWTH 
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same  as  the  4.1%  pace  during  the  previous  year. 

Not  surprisingly,  the  sharpest  slowdown  in  job  growth 
has  been  in  manufacturing.  Factory  employment  fell  by 
9,000  in  April,  leaving  it  15,000  below  its  January  level. 
During  the  past  year,  factory  jobs  have  grown  only  1.67<^, 
far  below  the  2.7%  pace  during  the  previous  12  months. 
Much  of  the  weakness  in  recent  months  has  been  in 
lumber  and  electrical  equipment. 

But  there  are  signs  that  nonfarm  job  growth  is  likely 
to  pick  up  in  coming  months.  Despite  the  slim  employ- 
ment gains  in  April,  the  month's  workweek  in  the  non- 
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farm  sector  jumped  1.2%,  to  35  hours.  Labor  says  that 
reflects  a  distortion  in  seasonal  adjustment  caused  by  an 
unusually  early  Easter.  Even  so,  the  April  rise  was  still 
one  of  the  sharpest  on  record.  That  could  be  a  signal  of 
coming  job  strength  as  much  as  poor  seasonal  adjust- 
ment. In  addition,  initial  claims  for  unemployment  insur- 
ance continued  to  retreat  in  late  April  after  rising  during 
February  and  March. 

Despite  slower  job  growth  in  April  and  the  rise  in  the 
unemployment  rate,  the  inflation  outlook  hasn't  im- 
proved. Wage  pressures  are  still  building.  Hourly  earn- 
ings in  nonfarm  industries  jumped  0.7%  in  April.  Month- 
ly wage  growth  is  volatile,  but  wages  are  still  in  an 
accelerating  trend,  up  3.9%  from  a  year  ago.  And  that 
doesn't  include  the  rising  cost  of  benefits. 

Total  compensation  rose  at  a  5.7%  annual  rate  last 
quarter,  while  nonfarm  productivity  made  a  slim  0.5% 
gain.  That  means  that  unit  labor  costs  were  up  5.2%-  last 
quarter.  Thus,  price  inflation  is  not  likely  to  move  much 
below  that  pace.  With  wages  still  accelerating  and  pro- 
ductivity growth  likely  to  remain  poor — or  worsen — ex- 
pect further  pressure  on  prices. 

THE  FED'S  Job  growth  apparently  remains  brisk 
TIGHTNESS  enough  to  keep  consumer  attitudes  rosy. 
HASN'T  HIT  The  Conference  Board  reported  that  con- 
CREDITUSE  sumer  confidence  remained  high  in  April 
and  that  more  consumers  said  jobs  were  "easy  to  get" 
than  at  any  time  in  more  than  a  decade. 

That's  one  reason  why  consumers  haven't  let  up  on 
their  use  of  credit.  In  March,  installment  debt  grew  by 
$5.4  billion,  the  same  rapid  rate  posted  in  February.  The 
increase  lifted  installment  debt  outstanding  to  a  record 
$692.8  billion  at  the  end  of  the  first  quarter.  That  works 
out  to  a  hefty  18.6%  of  disposable  income — an  historical- 
ly high  level  just  short  of  the  record  18.7%>  posted  in 
early  1987. 

Starting  this  year,  the  Federal  Reserve  has  redefined 


some  components  of  installment  credit,  so  comparisoi 
with  past  years  are  tricky.  But  the  February  and  Man 
data  still  indicate  that  credit  use  hasn't  abated. 

Revolving  credit,  which  includes  credit  cards,  is  esp 
cially  strong.  In  March,  such  debt  advanced  by  $4 
billion.  For  the  first  quarter  as  a  whole,  revolving  cred 
grew,  on  average,  by  $2.7  billion  per  month — the  faste; 
quarterly  pace  in  more  than  a  decade  (chart) 

This  suggests  that  the  Fed's  tight  monetary  policy  hi 
yet  to  exert  a  broad  influence  on  consumers'  use 
credit — beyond  home  buying  and  maybe  car  sales.  0: 
reason  may  be  that  interest  rates  on  credit  cards,  whi 
didn't  fall  as  much  as  other  rates  did  in  the  mid-1980| 
haven't  risen  as  much  in  the  past  year  either 

The  17.83%>  average  rate 
charged  for  credit  card  use  in 
the  first  quarter  isn't  much  dif- 
ferent from  the  17.8%'  financing 
rate  of  a  year  earlier  or  the 
17.9%  averaged  in  all  of  1987. 
As  a  result,  consumers  aren't 
any  more  reluctant  to  use  plas- 
tic to  purchase  products. 

Weak  car  sales  in  March  held 
down  growth  in  auto  loans. 
New-car  financing  grew  by  just 
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$953  million  in  March  after  increasing  by  a  much  health 
er  $2.4  billion  in  February.  In  April,  however,  car  sale 
bounced  back  in  response  to  dealer  incentives,  whic 
probably  boosted  auto  loans.  So  overall  credit  growth  i 
April  no  doubt  continued  its  upward  trend. 

For  now,  the  steady  rise  in  credit  doesn't  seem  to  b 
more  than  consumers  can  handle.  Job  and  incom 
growth  is  still  healthy  enough  to  support  debt  repaj 
ments.  But  if  the  economic  slowdown  begins  to  broade 
later  in  the  year,  carrying  that  debt  burden  will  becom  | 
a  lot  harder.  And  the  Fed  could  end  up  with  a  slowdow 
that's  a  lot  sharper  than  it  would  like  to  see. 


1  THE  WEEK  AHEAD 

INDUSTRIAL  PRODUCTION 

The  expected  tightening  would  raise  ad- 
ditional inflation  fears. 

HOUSING  STARTS 

mists  expect  that  imports — up  5.3%  i 
February — were  flat  in  March.  Rising  o 
shipments  ofl'set  a  drop  in  other  import 

CONSUMER  PRICE  INDEX 

Monday,  May  15,  9:15  a.m. 
Most  economists  expect  that  industrial 
output  rose  by  0.4%  in  April.  The  gain 
will  be  chiefly  in  manufacturing,  where 
a  large  0.7%  increase  in  the  workweek 
likely  offset  a  small  decline  in  factory 
jobs.  In  March,  total  production  was  flat, 
while  factory  output  fell  0.1%. 

CAPACITY  UTILIZATION 

Tuesday,  May  16,  8:30  a.m. 
Housing  starts  were  probably  un- 
changed in  April  from  March's  weak  1.4 
million  annual  rate.  Housing's  continued 
slump  is  suggested  by  the  13.7%  drop  in 
building  permits  in  March  and  the  slim 
increase  in  construction  jobs  last  month. 

MERCHANDISE  TRADE  DEFICIT 

Thursday,  May  18,  8:30  a.m. 
Consumer  prices  most  likely  advanced 
rapid  0.6%  in  April.  Apparel  and  energ 
prices  will  lead  the  gain.  In  Marcl 
prices  rose  by  a  strong  0.5%. 

FEDERAL  BUDGET 

Monday,  May  15,  9:15  a.  m. 
The  moderate  gain  in  industrial  produc- 
tion suggests  that  capacity-utilization 
rates  at  the  nation's  mines,  factories, 
and  utilities  edged  up  to  about  84.2%  in 
April,  from  84%  in  March.  Capacity  con- 
straints have  eased  since  early  this  year. 

Friday,  May  19,  2  p.m. 
The  U.  S.  government  will  probably  pes 
a  $33  billion  surplus  for  April.  Sine 
most  personal  income  taxes  are  paid  i 
April,  the  month  always  brings  black  in 
for  the  government.  In  April,  1988,  th 
budget  had  a  $13.8  billion  surplus. 

Wednesday,  May  17,  8:30  a.m. 
The  consensus  is  that  the  foreign  trade 
deficit  shrank  to  about  $10  billion  in 
March,  from  February's  $10.5  billion. 
Exports  probably  rose  in  March,  follow- 
ing a  0.6%  uptick  in  February.  Econo- 
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A  9.54*" 
money  liind  yield  is  just 

one  good  reason 
to  open  a  CMA  account. 


What  a  great  way  to  manage 
your  assets  and  plan  for  your  fam- 
ily's future.  The  Merrill  Lynch  Cash 
Management  Account"  financial 
service  combines  a  wide  range  of 
investment  opportunities  all  into 
one  convenient  account.  Choose 
from  three  money  market  funds. 
Bonds.  Stocks.  CDs.  And  tax- 
advantaged  investments. 

Your  CMA"  account  makes 
investing  flexible.  Your  money  can 
be  working  for  you  virtually  all  the 
time.  Dividends,  interest  and  any 
cash  balance  can  be  automatically 
swept  into  a  money  fund  or  an 
insured  savings  account.  And,  your 
money  is  easily  accessible  by  un- 
limited checking  and  a  Visa*  card. 
With  assistance  from  a  Merrill 
Lynch  Financial  Consultant,  you 
can  plan  an  investment  strategy  to 
suit  your  needs. 

Work  toward  your  future  by 
managing  your  assets  more  effec- 

©1989  Merrill  Lynch.  Pierce.  Fenner  &  Smith  Inc-  Member  SIPC 


tively  with  the  CMA  account.  For 
the  reasons  that  count  the  most. 

For  prospectuses  containing  more 
complete  information,  including  charges 
and  expenses,  and  a  brochure  describing 
the  CMA  account,  call  your  local  Merrill 
Lynch  office.  Please  read  the  prospectuses 
carefully  before  you  invest  or  send  money. 

Fund  shares  are  not  insured.  Yields 
vary  and  past  performance  does  not  guar- 
antee future  results.  There  is  a  $20,000 


initial  requirement  of  cash/securities  and 
a  $65  annual  fee.  Yield  information  does 
not  take  into  account  the  annual  fee.  Yield 
figures  would  be  lower  if  this  fee  were 
taken  into  account. 

'Annualized  yield  for  the  CMA '  Money 
Fund  for  seven  calendar  days  ending 
4/24/89.  Call  your  local  Merrill  Lynch 
office  for  the  7  day  moving  yield. 

1800  637-7455  ext.  6462 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner  and  Smith  inc.,  Response  Center 
P.O.  Box  30200,  New  Brunswick,  NJ  08989-0200 

I'd  like  to  know  more  about  how  I  can  put  my  assets  to  work  in  a  Merrill  Lynch 
CMA"  account.  Send  me  more  information  without  delay 


Name- 
Cily_ 


Address- 
State  


-Zip_ 


Business  PhoneL 


) 


Home  PhoneL 


} 


Merrill  Lynch  clients,  please  give  the  name  and  office  address  of  your  Financial  Consultant, 


L. 


6462 


Merrill  Lynch 

A  tradition  of  trust. 


SOCIAL  ISSUES  I 


MAY  22,  1989 


FIGHTING 
BACK 

THE  RESURGENCE  OF  SOCIAL  ACTIVISM 


At  first,  Phil  Sokolof  must  have  seemed  Hke  just  another 
one  of  those  crank-letter  writers  that  companies  often 
brush  aside.  Crusading  against  fat-laden  tropical  oils 
that  have  been  linked  to  heart  problems,  Sokolof  wrote  about 
his  own  heart  attack  and  pleaded  with  cookie  and  cereal  mak- 
ers to  dump  the  oil.  But  Sokolof  didn't  stop  there.  In  all,  the 
66-year-old  Omaha  millionaire  sent  out  11,000  letters.  Then  the 
full-page  newspaper  ads  started,  $200,000  worth,  with  offend- 
ing Hydrox  cookies  and  Cracklin'  Oat  Bran  cereal  pictured 
under  the  stark  headline:  "The  Poisoning  of  America." 

That  was  six  months  ago.  At  the  time,  Kellogg  Co.,  maker 
of  Cracklin'  Oat  Bran,  called  the  ad  "irresponsible."  Yet  within 
a  month  the  giant  food  processor  decided  to  take  the  coconut 
oil  out.  Most  of  the  packaged-food  industry's  other  players 
have  done  the  same,  along  with  several  fast-food  chains. 

Many  of  the  companies  say  they  reacted  to  the  general 
public's  concern  about  diet,  not  Sokolof  s  blitz.  But  whether  by 
design  or  by  chance,  Sokolof  won.  And  he's  not  alone.  In 
recent  months,  environmental  and  consumer  groups,  virtually 
ignored  for  most  of  the  Reagan  years,  have  notched  victories 
over  insurance  underwriters,  cigarette  companies,  gunmakers, 
and  even  producers  of  racy  television  shows. 
DECADE  OF  WAITING.  It's  not  a  return  to  the  1970s,  when  left- 
wing  protest  groups  staged  mammoth  political  marches  and 
national  boycotts.  Yet  the  evidence  seems  undeniable  that 
grass-roots  activism  is  back.  Does  it  all  add  up  to  a  full- 
fledged  backlash  against  business,  which  fared  so  well  politi- 
cally in  the  1980s?  Probably  not.  Still,  more  often  than  not 
business  is  the  target — and  will  pay  the  price. 

The  situation  is  different  this  time  around  partly  because 
the  cast  of  characters  has  changed.  Many  activists,  such  as 
Sokolof,  president  of  a  company  that  makes  metal  parts,  come 
from  the  other  end  of  the  political  spec- 
trum. Even  those  with  '60s  credentials 
have  emerged,  after  a  decade  of  waiting, 
more  sophisticated  in  their  methods  and 
savvy  about  how  business  operates. 
"We're  no  longer  able  to  simply  beat  up 
on  business,"  says  Bill  Zimmerman,  the 
48-year-old  Los  Angeles-based  political 
consultant  who  helped  mastermind  last 
November's  California  vote  to  roll  back 
both  auto  and  home  insurance  rates.  "The 
arguments  need  to  be  sharper  and  better  documented." 

Brandishing  reports  that  it  said  showed  insurance  compa- 
nies making  hanci.some  profits  on  their  investments  while  in- 
creasing individual  rates,  the  consumer  group  Voter  Revolt 
last  November  won  narrow  passage  in  California  of  Proposi- 
tion 103.  The  measure  would  roll  back  auto  and  home  insur- 
ance rates  by  20%  and  impose  a  one-year  freeze  on  new  rate 
hikes.  The  victory  marked  the  return  to  the  national  limelight 
of  consumer  advocate  Ralph  Nader,  the  proposition's  most 


Environmental  and  consumer 

groups,  virtually  ignored 
during  the  Reagan  years,  are 
winning  victories  again 


visible  supporter.  Now,  say  both  Nader  and  Zimmerman,  tl  i 
consumer  movement  intends  to  strike  while  the  iron  is  hot.  1 
"A  new  brand  of  citizen  activism  is  under  way,"  says  Nade  i 
who  this  year  bested  Congress  over  its  plan  to  give  itself  a  pa  i 
raise.  Just  days  after  California's  Supreme  Court  upheld  th  | 
major  elements  of  Proposition  103,  Nader  unveiled  a  plan  tj 
seek  similar  relief  in  several  other  states.  He  figures  that  th  j 
savings  could  run  as  much  as  $23  billion  annually.  And  farthe  i 
down  the  road,  Nader  says,  he  intends  to  work  on  methods  t  [ 
combat  rising  health  care  costs,  ozone  di  i 
pletion,  and  indoor  air  pollution. 

With  a  mailing  list  of  200,000  as  on  j 
prize  from  its  Proposition  103  win,  Califo  1 
nia-based  Voters  Revolt  also  is  makin  | 
big  plans.  Zimmerman  says  the  group  : 
looking  at  ballot  initiatives  to  deal  wit 
crime,  poverty,  and  medical  insuranct 
The  organization's  most  likely  target  i 
1990,  however,  will  be  some  of  the  ta 
breaks  given  to  business  by  California' 
Proposition  13  in  1978.  Reducing  them  could  raise  around  $1 
billion  annually,  he  says,  and  some  of  that  money  would  b 
channeled  toward  low-cost  housing.  Local  governments  woul 
get  the  lion's  share  to  fund  education,  police,  and  other  se; 
vices  cut  after  Proposition  13.  Households  would  get  rebate; 

The  insurance  initiative  took  months  of  planning.  Enviroi 
mentalists,  in  a  backhanded  sort  of  way,  plain  got  lucky.  Th 
Exxon  Valdez  oil  spill  yielded  nightly  TV  footage  of  blackene 
beaches  and  oil-soaked  birds  that  rallied  the  faithful.  Dis 
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Send  em  ^ 


message - 


e's  a  growing  backlash  against  business. 

targets  range  from  the  high  insurance 
at  Ralph  Nader  and  Harvey  Rosenfield 
-oil  back  in  California  to  the  TV  show 
'ales  (lower  right),  which  nurses  have 

for  portraying  them  as  sexpots.  In 
voters  seek  to  place  limits  on  high  rises, 
r  owners  are  fair  game  for  protesters 


keys  around  the  country  urged  Exxon  Corp.  credit-card 
Iders  to  relinquish  their  cards,  and  more  than  10,000  did. 
gislation  allowing  oil  exploration  in  the  Arctic  National 
Idlife  Refuge,  ready  for  a  Senate  vote,  was  put  on  hold. 
Mich  groups  as  the  Sierra  Club,  which  raised  $115,000  to  aid 
•  cleanup,  saw  their  membership  rolls  swell.  And  suddenly, 
J-  Oil  finds  itself  back  in  the  villain's  role  it  occupied  as  oil 
ces  spiraled  upward  in  the  1970s.  Executives  at  other  oil 
npanies  worry  that  they,  too,  will  soon  become  targets. 
Invironmental  groups  just  see  a  window  of  opportunity"  to 
)re  points  with  the  public,  fumes  consultant  Herb  Schmertz, 
former  Mobil  Oil  Corp.  vice-president  for  public  affairs, 
hey're  professional  attackers." 

But  you  don't  have  to  be  an  oil  giant  to  feel  the  heat.  And 
i  speed  with  which  some  companies  react  shows  that  after 
ars  of  being  left  alone,  many  are  uncomfortable  with  public 
•utiny.  When  the  American  Nurses  Assn.  wrote  to  express 
imay  this  April  over  how  nurses  were  portrayed  in  the  NBC 
evision  show  Nightingales,  sponsors  Sears,  Roebuck  &  Co. 
d  Chrysler  Corp.  quickly  backed  out.  A  spokesman  for 
Dcter  &  Gamble  Co.,  which  argued  that  Sokolof  s  ad  was 
sleading,  nonetheless  says  it  is  taking  palm  oil  out  of  its 
isco  shortening  "to  remove  it  from  all  that  confusion." 
ISONED  GRAPES.  Those  reactions  are  typical,  says  University 
Southern  California  marketing  professor  Ben  M.  Enis.  "A 
Tipany  is  only  going  to  look  like  a  bad  guy  if  it  picks  those 
ids  of  fights,"  he  says.  "There's  always  another  TV  show  to 
jnsor."  But  Enis,  an  economist,  also  notes  that  such  attacks 
^  more  frequent  now.  "For  years,  people  have  been  worried 


about  the  economy — where  interest  rates  are  going,  tne  unem- 
ployment rate,"  he  says.  "For  the  last  few  years,  things  have 
been  doing  well  with  the  economy.  Now,  they're  looking 
around  at  other  things  that  may  affect  their  lives." 

Indeed,  there's  a  wide  range  of  new  concerns  popping  up 
almost  daily  on  the  evening  news.  The  scare  about  poisoned 
Chilean  grapes  is  over,  but  concern  about  chemicals  sprayed 
on  apples  lingers  on.  In  Detroit,  Nader's  lawyers  joined  local 
citizens  in  a  lawsuit  to  stall  a  three-year  plan  to  merge  the 
business  operations  of  the  city's  two  daily  newspapers.  Seattle 
voters  are  expected  on  May  16  to  approve  a  ban  on  high-rise 
development.  Jay  D.  Hair,  president  of  the  National  Wildlife 
Federation,  says  people  are  also  reacting  to  the  huge  amounts 
of  toxic  pollutants  emitted  daily.  "They're  angry,  and  they 
want  to  exert  some  sort  of  control,"  he  says. 

Such  exertion  takes  many  forms.  There  are  still  some  old- 
style  guerrilla  tactics.  To  save  trees  in  the  Northwest,  environ- 
mentalists booby-trapped  some  with  foot-long  metal  spikes 
that  would  spew  shrapnel  if  struck  by  a  logger's  chainsaw. 
Animal-rights  groups  have  sprayed  red  paint  on  New  Yorkers 
wearing  fur  coats,  and  others  have  stolen  into  a  hospital  lab  in 
Loma  Linda,  Calif.,  to  free  animals  earmarked  for  research. 

With  so  many  issues  upsetting  the  public,  environmental 
and  consumer  groups  have  no  lack  of  causes  around  which  to 
rally.  "It's  going  to  happen  as  long  as  there  is  an  absence  in 
leadership  by  our  elected  oflftcials  and  corporations,"  proclaims 
Voter  Revolt  President  Harvey  Rosenfield.  Though  it  may  not 
be  a  backlash,  business  had  better  get  used  to  taking  the  heat. 

By  Ronald  Grover  in  Los  Angeles,  with  bureau  reports 
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AIRLINES  I 


A  FAR-OUT  MERGER  SCHEME 
THAT  COULD  JUST  FLY 


A  Pan  Am-Northwest  deal  looks  doable — if  labor  will  go  for  it 


What's  in  a  name?  Plenty,  if 
you  happen  to  be  in  the  busi- 
ness of  takeovers. 
Take  the  recent  announcement  that 
debt-burdened,  loss-riddled  Pan  Am 
Corp.  wants  to  make  an  offer  for  North- 
west Airlines  Inc.  Ordinarily,  Wall 
Street  would  view  this  plan  as  a  trans- 
parent maneuver  by  Thomas  Plaskett, 
Pan  Am's  chairman,  to  tempt  Northwest 
to  buy  him  out.  After  all.  Pan  Am,  which 
has  been  selling  off  assets  just  to  keep 
going,  has  searched  for  a  partner  since 
February  without  finding  any  takers. 
Northwest's  chairman,  Steven  Roth- 
meier,  could  buy  Pan  Am  as  a  way  to 
fend  off  Marvin  Davis  and  other  suitors. 

But  the  involvement  of  Prudential- 
Bache  Securities  and  Airlie  Groui) — a 
partnership  of  veteran  investors  Sid  and 


Lee  Bass,  Richard  Rainwater,  and  Mort 
Myerson,  as  well  as  Equitable  Life  As- 
surance— has  turned  a  far-out  scheme 
into  a  respectable  merger  strategy. 
"These  are  super  names,"  says  one  arbi- 
trageur. "I  would  much  rather  see  Bass 
and  Rainwater  involved  in  Northwest 
than  Marvin  Davis."  The  Basses  and 
Rainwater  have  a  personal  connection 
with  one  of  Northwest's  other  suitors, 
Beverly  Hills  financier  Al  Checchi.  Chec- 
chi  once  worked  as  a  top  aide  to  the 
Basses  and  is  a  passive  investor  in  Air- 
lie.  There  seems  to  be  no  connection  be- 
tween the  two  merger  proposals. 

What  the  Basses,  Equitable,  and  other 
investors  in  Airlie  Group  bring  to  the 
deal  is  something  Pan  Am  has  sorely 
lacked  for  years — money  to  invest.  Esti- 
mates are  that  these  backers  would  pro- 


vide more  than  $300  million  in  equity 
a  combined  Pan  Am  and  Northwes 
With  some  real  cash  to  anchor  the  de' 
and  a  generous  tax  shelter  from  P< 
Am's  $1  billion  in  tax-loss  carryfc'i 
wards,  the  merger  looks  terrific  on  pi' 
per.  Pan  Am  and  Northwest  togeth 
would  make  the  only  truly  global  airlii  j 
in  the  U.  S.,  with  extensive  routes  ov 
the  Atlantic  and  the  Pacific.  Pan  A 
would  reenter  the  Asian  market,  whetjfi 
its  name  still  has  a  lot  of  cachet.  It's  ni  j 
clear  whether  Rothmeier,  Plaskett,  t ! 
someone  else  would  run  the  new  airlin  i 
TAKEOVER  BAIT.  It  all  looks  good — b;  i 
executing  airline  mergers  is  a  mesvj 
business.  "When  you  look  at  this  deal  | 
says  Edward  Starkman,  an  analyst  <  j 
PaineWebber  Inc., "the  financing  is  tl] 
easiest  part."  The  reason  Northwest  ' 
takeover  bait  is  that  the  airline's  ear 
ings  flattened  as  Rothmeier  wrestk  ; 
with  the  problems  of  putting  Northwe  -; 
together  with  Republic  Airlines  In 
Says  James  Halverson,  a  spokesman  f( 
the  Northwest  unit  of  the  Air  Line  Pile 
Assn.:  "We  just  seem  to  be  getting  ov 
the  merger  of  three  years  ago."  Combi:  i 
ing  both  the  equipment  and  routes  ( | 
the  two  carriers  would  be  bound  to  di] 


WHY  NEW  AIRPORTS  ARE  BACKED  UP  ON  THE  RUNWAY 


Colorado  Governor  Roy  Romer 
calls  it  his  "oatmeal  circuit."  By 
5:30  every  weekday  morning,  the 
indefatigable  Romer  is  in  yet  another 
Denver  restaurant  urging  voters  to 
support  the  construction  of  a  new  $2.3 
billion  Denver  airport  in  a  special  vote 
on  May  16. 

The  Denver  referendum  is  more 
than  just  a  local  political  squabble.  Be- 
cause Denver  would  be  the  first  major 
new  airport  to  be  built  in  the  U.  S. 
since  Dallas-Fort  Worth  opened  in 
1974,  government  authorities  around 
the  country  will  be  watching  intently 
to  see  if  the  referendum  flies. 
'SELF-INTEREST.'  On  the  face  of  it,  there 
are  plenty  of  arguments  in  favor  of  a 
new  Denver  airport.  The  present  facili- 
ty, Stapleton  International  Airport,  is 
the  nation's  fifth-busiest,  even  though 
traffic  has  been  falling  recently  bcause 
of  higher  fares  and  the  Colorado  reces- 
sion. The  Federal  Aviation  Administra- 
tion warns  that  the  aging  airport  can't 
begin  to  handle  Un-  66  million  passen- 
gers it  forecasts  for  Denver  by  2000. 

But  opponents  aren't  convinced.  In 
the  forefront  are  Unite!  .Airlines  Inc. 
and  Continental  Airlines  inc.,  which 
control  about  85%  of  the  fligfiLs  at  Sta- 
pleton. "The  proposed  airport  js  too  ex- 


STAPLETON:  THE  NATION'S  FIFTH-BUSIEST 


pensive  and  is  not  necessary,  since 
traffic  is  declining,"  argues  Lawrence 
Nagin,  a  United  Airlines  senior  vice- 
president.  An  anti-airjjort  faction  has 
formed  around  Richard  E.  Young,  a 
well-connected   local   lawyer,  who 


mounted  a  campaign  to  hold  the  Ma; 
16  referendum.  Young  questions  thi 
need  to  abandon  Stapleton  and  the  ade-i 
quacy  of  the  proposed  financing  for 
the  new  airport.  "I  am  appalled  at  hoW| 
Denver  has  proceeded  with  such  a  flim- 
sy plan,"  he  says. 

Leading  the  counterattack  are 
Romer  and  Denver  Mayor  Federico 
Pena.  They  argue  that  a  new  airport 
will  attract  new  companies  and  gener- 
ate up  to  90,000  jobs.  They  also  dismiss 
the  objections  of  United  and  Continen- 
tal as  efforts  to  protect  their  turf.  Rea- 
sons Romer:  "They  have  no  competi- 
tion now,  and  a  new  airport  might 
engender  some."  ^ 
TEXTBOOK  CASE.  Now,  days  before  the 
vote,  it  appears  that  Romer  will  win. 
But  opposition  has  already  forced  Den- 
ver to  scale  back  its  initial  construction 
plans  to  94  gates,  from  120,  and  could 
delay  the  opening,  now  scheduled  for 
April,  1993.  And  United  and  Continen- 
tal will  keep  on  fighting.  Both  carriers 
have  refused  to  sign  leases  at  the  neW' 
field,  and  on  May  9,  they  won  a  federal 
court  ruling  that  prohibits  the  city 
from  using  Stapleton  landing  fees  to 
finance  construction. 

Denver's  experience  is  a  textbook' 
case  of  how  politics  and  corporate  self- 
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ipt  their  service. 

If  Plaskett  does 

in  Northwest,  the 

lions  on  both  sides 

ill  play  the  key  role 

making  the  merg- 
work.  There's 

enty  that  could  go 

rong.   Pan  Am's 

,y  rates  are  consid- 

ably  lower  than 

arthwest's.  Pilots 

ike  from  30%  to 

%  more  at  North- 

3st  than  for  the 

me  job  at  Pan  Am. 

these  rates  aren't 
I  ualized  in  a  merg- 
I  ,  it  could  breed  ani- 
j  jsity  among  union 
j  smbers. 

!  Seniority  lists 
i  uld  be  just  as  big  a 
I  adache.  Pilots  are 
j  id  according  to  where  they  are  on 
3  eir  airline's  list.  Such  schedules  deter- 
:l  ne  who  gets  fir;:t  crack  at  the  easier 
I  more  attractive  routes.  When  any  two 
•  "lines  are  merged,  a  fight  almost  inev- 
j  ,bly  ensues  because  someone  has  to 
1  op  down  on  the  roster.  This  issue  has 
igued  Northwest  since  it  bought  Re- 


PAN  AM'S  PLASKETT:  EQUALIZINC  i 
PAY  SCALES  COULD  BE  A  PROBLEM 


public.  But  Pan 
Am's  unions  are  so 
worried  about  losing 
their  jobs  altogether 
that  they  might 
be  more  flexible. 
"Northwest  and  Re- 
public pilots  have 
been  in  a  nuclear 
war  over  seniority 
integration,"  says 
Richard  Berke,  a  pi- 
lot union  official  at 
Pan  Am.  "But  that's 
a  problem  I  would 
like  to  deal  with. 
It  would  be  a  lot 
better  than  a  bank- 
ruptcy." 

What's  clearly 
emerging  from  the 
speculation  sur- 
rounding Northwest, 
and  Eastern  Air 
Lines  Inc.,  is  the  power  of  the  unions  to 
assist  or  foil  the  plans  of  a  takeover 
team.  Whether  the  investment  bankers 
and  financiers  understand  that  fact  is 
unclear.  But  some  of  them  are  going  to 
find  out. 

By  Christopher  Power  and  Aaron  Bern- 
stein in  New  Y'ork 


iterest  could  stall  construction  around 
he  country.  Many  airports  are  already 
trained  to  their  limits.  In  fact,  the  de- 
lys  plaguing  the  country's  most  con- 
:ested  airports  threaten  to  grow  far 
rorse  as  passenger  volume  doubles,  to 
00  million,  over  the  next  decade. 

Although  some  $8  billion  worth  of 
irport  expansion  is  planned  in  cities 
rom  Orlando  to  San  Francisco,  many 
xperts  predict  gridlock  unless  entirely 
ew  facilities  are  added.  Yet  only  Den- 
er  and  Austin,  Tex.,  are  planning  new 
irports.  Neither  city  is  on  the  Air 
Vansport  Assn.'s  list  of  the  five  areas 
lost  in  need  of  new  fields:  New  York, 
■outhern  New  England,  south  Florida, 
>an  Diego,  and  midway  between  Los 
ingeles  and  San  Diego. 
lESiSTANCE.  New  airports  and  airport 
xpansion  don't  always  face  the  kind 
f  resistance  shown  in  Denver.  Voters 
ave  approved  the  Austin  plan  to  build 

$720  million  field  with  25  gates — up 
rom  the  current  13 — for  completion  in 
arly  1995.  The  $700  million  expansion 
f  the  Orlando  airport  is  also  going 
moothly,  thanks  to  the  tourist  boom. 

But  Denver's  experience  promises  to 
'6  the  rule,  not  the  exception.  The 
lassachusetts  Aeronautics  Commis- 
ion  just  released  a  study  recommend- 
ig  that  a  new  facility  be  built  near 
Joston  to  replace  Logan  International 
tirport  as  New  England's  primary 


commercial  terminus.  Although  con- 
struction is  years  away,  the  commis- 
sion already  expects  fierce  resistance 
in  the  densely  populated  region. 

The  challenge  of  building  new  air- 
ports is  clearly  a  national  headache.  In 
Orange  County,  Calif.,  authorities  are 
so  desperate  for  a  new  airport  that 
they  even  considered  an  implausible 
plan  to  build  a  $4  billion  facility  that 
would  float  at  sea.  Nearby  homeown- 
ers have  all  but  killed  a  plan  to  convert 
a  local  Marine  air  base  into  a  civilian 
facility.  And  local  opposition  has  de- 
layed expansion  at  Dallas-Fort  Worth. 

Meanwhile,  there  is  growing  pres- 
sure to  remove  some  of  the  obstacles 
Denver  has  faced.  Congress  isn't  hap- 
py that  only  one  or  two  airlines  control 
most  major  airports.  Separately,  the 
Airport  Operators  Council  Internation- 
al will  soon  ask  Congress  to  approve  a 
new  "security  and  capacity"  charge  of 
$3  to  $5  per  passenger.  The  council 
estimates  security  improvements  will 
cost  $1  billion  nationwide.  Any  surplus, 
it  says,  should  fund  construction. 

But  nothing  proposed  to  date  will 
overcome  the  problems  that  block  more 
airport  building.  Without  more  aggres- 
sive action,  too  many  airplanes  will  be 
landing  on  too  few  runways  for  a  long 
time  to  come. 

By  William  C.  Symonds  in  Denver  and  Seth 
Payne  in  Washington,  ivith  bureau  reports 


THE  ECONOMY  I 


EXPORTS  HAVE 
THE  VAPORS 


But  U.S.  factories  overseas  could 
bolster  demand  for  goods 


The  export  boom  isn't  dead  yet — but 
it's  certainly  got  a  slow  pulse.  Dur- 
ing the  heady  days  of  late  1987  and 
early  1988,  the  growth  rate  of  nonfarm 
exports  topped  30%.  Exports  of  capital 
goods — stamping  presses,  industrial  ro- 
bots, airplanes,  and  the  like — grew  even 
more  robustly.  But  the  latest  Commerce 
Dept.  figures 


EXPORTS  ARE  RISING 
MORE  SLOWLY 
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show  that  in  the 
first  three  months 
of  1989,  nonfarm 
merchandise  ex- 
ports rose  only 
at  a  6.5%  an- 
nual rate  (chart). 
Worse,  adjusted 
for  inflation,  capi- 
tal-goods exports 
actually  fell. 

Yet  most  econo- 
mists believe  that 
exports  won't  sit  on  the  sidelines  for 
long.  The  global  economic  expansion  is 
running  at  a  fairly  good  pace,  creating  a 
strong  demand  for  U.  S.  goods.  More- 
over, export  markets  for  American  con- 
sumer products  may  finally  be  opening. 
And  the  growing  number  of  U.  S.-owned 
factories  overseas  could  become  potent 
customers  for  American  suppliers. 
DOLLAR  RISE.  Reviving  the  export  boom 
won't  be  simple,  though.  For  one  thing, 
we  have  seen  almost  all  of  the  gains 
from  the  falling  dollar  that  we're  going 
to  see — in  fact,  it's  been  trending  up  of 
late.  That's  one  reason  the  1989  mer- 
chandise trade  gap  is  expected  to  be 
about  $125  billion.  Moreover,  observes 
Bruce  Steinberg,  an  economist  at  Merrill 
Lynch  &  Co.,  U.  S.  exporters  have  recap- 
tured most  of  the  international  market 
share  they  lost  during  the  early  1980s. 
"Any  additional  gains  are  at  someone 
else's  expense,"  says  Steinberg,  "so 
they're  harder  to  get." 

Still,  many  economists  reckon  that  ex- 
ports will  soon  start  to  accelerate.  Law- 
rence Chimerine,  chairman  of  WEFA 
Group,  an  economic  consulting  firm  in 
Bala  Cynvyyd,  Pa.,  says  that  his  clients 
are  seeing  export  demand  rise  again  af- 
ter a  couple  of  months  of  weakness. 
"The  paper  and  chemical  companies  say 
their  export  orders  have  firmed  up,"  he 
reports.  And  according  to  a  survey  done 
by  economist  Michael  P.  Niemira  of  Mit- 
subishi Trust  &  Banking  Corp.  in  New 
York,  major  seaports  and  air-cargo  busi- 
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ing  business  will  increase  over  the  next 
three  months — good  news  for  exports. 

Consistent  with  this  qualified  opti- 
mism, Merrill  Lynch  is  predicting  about 
8%  inflation-adjusted  growth  in  mer- 
chandise exports  for  the  year.  That's  low 
next  to  last  year's  24%,  but  it  still  out- 
paces the  economy  as  a  whole.  Chimer- 
ine  gives  exports  a  good  chance  of  hit- 
ting 10%  growth  after  inflation.  DRI/ 
McGraw-Hill  is  forecasting  about  9% 
merchandise  trade  growth  for  1989 — and 
an  11.6%  gain  for  capital  goods,  even 
after  the  poor  first  quarter. 
WILD  CARD.  Any  rebound  in  exports  will 
be  driven  by  sustained  demand  from 
America's  major  trading  partners.  David 
G.  Hartman,  an  international  economist 
at  DRI,  expects  to  see  3%-to-4%  inflation- 
adjusted  growth  in  demand  from  the  ma- 
jor European  nations — even  though 
West  Germany  just  recently  started 
pushing  up  interest  rates  in  an  attempt 
to  slow  its  economy.  Japan  will  maintain 
5%-to-6%  economic  growth — not  boom- 
time  conditions  but  certainly  enough  to 
keep  up  the  demand  for  U.  S.  goods. 

The  global  expansion  will  also  benefit 
manufacturers  of  such  consumer  goods 
as  toys,  toiletries,  and  cosmetics.  In  the 
past,  these  products  have  accounted  for 
only  7%  of  total  U.  S.  merchandise 
shipped  overseas.  But  over  the  past 
year,  such  consumer-goods  exports  have 
risen  in  value  by  almost  40%,  as  U.  S. 
companies  expanded  their  marketing 
abroad.  Now,  consumer  products  make 
up  10%  of  exports.  Having  finally  bro- 
ken into  foreign  markets,  they  may  be 
ready  to  make  additional  gains. 

The  real  wild  card  is  the  trend  among 
U.  S.  companies  to  expand  production  fa- 
cilities in  Europe  and  Asia.  There  were 
almost  150  new  manufacturing  projects 
in  1988  alone,  according  to  a  just-re- 
leased report  from  the  Conference 
Board.  Such  overseas  factories  may  very 
well  be  a  boon  for  U.  S.  capital-goods 
manufacturers,  says  DRl's  Hartman.  In 
recent  years,  many  American  companies, 
like  their  Japanese  counterparts,  have 
established  closer  links  with  their  suppli- 
ers. So  U.  S.  companies  expanding  over- 
seas may  look  to  their  current  American 
sources  for  machinery  and  parts — which 
would  provide  an  unexpected  boost  to 
growth  in  exports. 

Even  a  revitalized  export  boom  won't 
make  much  of  a  dent  in  the  trade  gap, 
though,  if  imports  continue  rising  at 
their  current  67'  rate.  To  close  the  deficit 
by  the  time  the  next  Presidential  elec- 
tion rolls  around,  merchandise  exports 
would  have  to  grow  at  15%  annually  for 
the  next  four  years — and  no  one  dares 
hope  for  that  kind  of  good  news. 

By  Michael  J.  Mandel  in  New  York 


TAKEOVERS  I 


A  TAKEOVER  OF  AVON  COULD 
MEAN  A  MAKEOVER  FOR  AMWAY 


Avon  could  open  markets  abroad  and  propel  Amway  to  the  top  at  hon; 


Only  weeks  ago,  no  less  than  big- 
time  raider  Irwin  L.  Jacobs 
called  Amway  Corp.  an  "un- 
known superpower"  sprawling  across 
the  farmland  of  western  Michigan.  No 
more.  Family-owned  Amway  is  flexing 
its  muscles  for  the  first  time — with  an 
unwelcome  $2  billion  bid  for  Avon  Prod- 
ucts Inc.  A  merger  would 
not  only  vault  Amway  to 
the  top  of  the  direct-sell- 
ing business,  it  could  fi- 
nally bury  the  ultracon- 
servative,  Bible-thumping 
image  that  has  clung  to 
the  Ada  (Mich.)  company 
for  years. 

Despite  Avon's  draw- 
backs— not  the  least  being  its  more  than 
$1  billion  in  debt — Amway  sees  a  perfect 
match  that  would  command  the  atten- 
tion of  potential  marketing  partners 
worldwide.  "We're  going  to  rewrite  the 
history  book  on  direct  selling,"  says  Wil- 
liam W.  Nicholson,  Amway's  coordinator 
of  policy  and  planning.  With  Avon,  Am- 
way would  have  2.5  million  independent 
sales  representatives  for  nearly  $5  bil- 
lion worth  of  products  and  services. 
GOOD  FIT.  Another  drawing  card  is  the 
minimal  overlap  between  the  two  giants 
of  this  growing  industry.  Avon's  prime 
focus,  beauty  products,  is  only  a  fraction 
of  Amway's  $1.8  billion  in  sales  (table). 
And  Avon  is  strong  in  some  spots 
abroad  where  Amway  has  yet  to  gain  a 
foothold.  Even  with  plans  to  keep  Avon 
and  Amway  sales  channels  separate, 
Amway  figures  that  manufacturing,  dis- 
tribution, and  buying  efficiencies  could 
save  more  than  $100  million  a  year. 

But  so  far.  New  York-based  Avon  has 
resisted  a  marriage  with  its  rural  rival. 
Avon's  chief  executive,  James  E.  Pres- 
ton, has  declared  that  the  company  is 
not  for  sale — -and  he  has  taken  Amway 
to  court.  Preston  contends  that  a  payoff^ 
for  investors  is  finally  in  sight  now  that 
Avon  has  shed  disastrous  health  care 
businesses  and  pumped  up  its  core  beau- 
ty lines.  As  for  Amway,  Preston's  dis- 
dain is  only  thinly  disguised.  "Our  distri- 
bution and  selling  systems — to  say 
nothing  of  our  culture  and  values — are 
enormously  different,"  he  says. 

At  the  right  price,  though,  Avon  can't 
be  too  choosy  about  its  suitor.  Analyst 
Andrew  Shore  of  Shearson  Lehman  Hut- 


Amway® 


ton  Inc.  calls  Amway's  offer  of  $39,, 
share  fair.  That's  $7  higher  than  ta 
stock's  price  before  Amway  showed  v. 
Shore  doesn't  see  a  bid  higher  than  $■. 
Given  the  company's  heavy  debt — 8:'t 
of  total  capital — "Avon  does  not  have* 
lot  of  defensive  alternatives,"  he  sa;. 
And  if  a  bidding  war  should  deveb 
with  potential  rescue , 
Amway  would  have  t? 
benefit  of  little  debt  al 
no  shareholders  demar- 
ing  a  quick  payback. 

Founded  30  years  a) 
on  the  belief  that  indiv- 
ua!  effort  can  achieve  - 
most  anything,  Amway- 
a  contraction  of  "Ame- 
can  Way" — may  discover  that  buyif 
Avon  is  the  easy  part.  It  could  still  ! 
thwarted  by  mass  defections  from  t; 
ranks  of  1.5  million  "Avon  ladies."  Mc? 
than  80%'  of  Avon's  representatives  a? 
women  who  sell  part-time.  In  contra. 
Amway  attracts  mostly  middle-class  cc- 
pies  who  are  drawn  by  promises  of  hel' 
bonuses  and  exotic  trips,  including  ser- 
nars  on  Amway's  1,800-acre  resort  in  t; 
British  Virgin  Islands.  Distributors  a; 
rewarded  for  the  sales  of  those  they  i- 
cruit  in  Amway's  pyramid-style  systei 
But  money  isn't  the  reason  Amw' 
distributors  stay,  says  sociologist  Nice 


AU  ABOUT  AHflWAY 

Headquartered  in  Ado,  Mich.,  Amway  Corp.  was 
founded  in  1 959  by  Jay  Van  Andel,  who  remains 
chairman,  and  Richard  DeVos,  president 

1988  SALES  $1 .8  billion  (August  fiscal  year) 

OPERATING  PROFIT  $175  million  (estimate) 

WORKFORCE  7,000  employees,  plus  1  million  in- 
dependent distributors  in  more  than  40  countries 

PRODUCTS  300  Amwoy-brond  items  in  home  and 
personal  core,  health  and  fitness,  and  commercial 
lines;  4,000  brand-name  goods  and  services 

MANUFACTURING  PLANTS  Ado,  Mich.;  London, 
Ont.;  Bueno  Park,  Calif. 

SUBSIDIARY  OPERATIONS  Amway  Grand  Plaza 
Hotel,  Grand  Ropids,  Mich.;  NutroLite  Products 
Inc.,  Buenu  Park,  Calif.;  Peter  Island  Resort  in  the 
British  Virgin  Islands 

DATA  AMWAY  CORP  ,  SHEARSON  LEH^AAN  HUnON  INC, 
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.  Biggart  of  the  University  of  Califor- 
a  at  Davis.  Her  studies  of  the  industry 
und  that  Am  way  agents,  in  particular, 
e  drawn  by  shared  beliefs  in  God,  fam- 
and  free  enterprise.  Their  rallies 
ive  often  been  compared  to  revival 
eatings,  with  founders  Richard  M.  De- 
)s  and  Jay  Van  Andel  the  objects  of 
neration.  Merging  Amway  and  Avon 
rould  be  like  combining  two  religions," 
ys  Biggart. 

Amway's  Nicholson  insists  that  this 
putation  is  outdated.  He  surely  has 
■ne  his  best  to  change  it.  Since  joining 
e  company  in  1984,  this  onetime  ap- 
lintments  secretary  for  President  Ger- 
i  R.  Ford  has  guided  Amway  into 
ore  sophisticated  products  and  ser- 
ies, including  credit  cards  and  prepaid 
y&l  plans.  While  the  company  still 
ikes  laundry  detergent  and  bug  spray, 
has  also  signed  marketing  pacts  with 
y  names  such  as  MCI,  Firestone,  and 
ica-Cola.  These  joint  ventures  have 
Iped  boost  Amway's  sales  nearly  30% 
r  the  current  fiscal  year.  Says  Nichol- 
n:  "Are  you  gomg  to  risk  the  Coca- 
)la  brand  name  on  a  bunch  of  crazies?" 
kGS-TO-RiCHES.  Even  without  Avon, 
nway  is  clearly  headed  away  from  its 
ots.  At  ages  63  and  64,  the  founders 
p  preparing  to  hand  over  the  business, 
le  empire  that  grew  out  of  their  base- 
mts,  will  soon  be  passed  on  to  their 
^ht  children,  all  of  whom  work  at  the 
mpany.  But  unlike  their  fathers,  the 
ildren  lack  the  rags-to-riches  appeal 
at  has  enticed  so  many  fervent  Am- 
ly  distributors.  The  heirs  must  attract 
dding  entrepreneurs  solely  with  Am- 
ly's  opportunities  for  profit. 
The  takeover  bid  itself  is  dramatic  evi- 
nce that  Amway  is  taking  on  a  profes- 
)nal  gloss.  When  it  decided  to  chase 
ion,  it  signed  up  the  Minneapolis-based 
cobs,  who  is  one  of  the  best-known 
keover  specialists  in  the  country.  This 
ilikely  alliance  raised  eyebrows  even 

jaded  Wall  Street,  but  it  began  inno- 
ntly  enough.  Nicholson  met  Jacobs 
rough  powerboating,  Nicholson's  hob- 

and  one  of  Jacobs'  business  interests, 
w,  after  teaming  up  with  Amway  to 
ly  10.3%  of  Avon,  Jacobs  stands 

profit  handsomely.  Amway  intends  to 
ly  him  out,  along  with  the  rest  of  the 
areholders. 

Despite  the  changes,  there's  no  deny- 
g  that  Amway  still  likes  to  do  things  in 
.  own  idiosyncratic  way.  The  company 
in't  hire  an  investment  banker  to  de- 
lop  its  takeover  strategy,  and  it's  not 
inning  to  finance  the  deal  with  junk 
nds.  To  Wall  Street,  that's  hardly  the 
nerican  Way.  But  for  the  folks  at  Am- 
ly,  the  only  opinion  that  matters  now 
on  Main  Street,  where  it  could  soon  be 
istling  more  business  than  ever. 

By  Wendy  Zellner  in  Ada,  Mich.,  with 
ithleen  Deveny  i?i  New  York 


AUTOS I 


CHEVROLET  TRIES 
TO  GET  THE  LEAD  OUT 


Jim  Perkins  guns  for  Ford  with  a  string  of  new  cars  and  trucks 


T 


I  he  "Heartbeat  of  America"  has 
been  irregular.  Despite  selling  40% 
of  General  Motors  Corp.'s  cars, 
Chevrolet  Motor  Div.  last  year  fell  be- 
hind Ford  Motor  Co.'s  Ford  Div.  in  new- 
car  sales  for  the  first  time  in  a  strike- 
free  year  since  1957  (chart).  The  slide 
was  ominous  for  GM,  since  Chevy  is  ex- 
pected to  lure  young  buyers  who  later 
will  move  up  to  Oldsmobile,  Buick,  and 
Cadillac. 

Now,  the  heart  has  a  new  doctor.  On 
May  1,  Jim  C.  Perkins  replaced  the  retir- 
ing Robert  D.  Burger  as  general  manag- 
er of  Chevrolet.  Two  days  later  he  told 
dealers  via  satellite  hookup  that  "Ford  is 
our  target."  He  wants  to  reclaim  the 
No.  1  spot  in  1991  or  maybe  even  1990. 
After  that,  though,  Chevrolet  will  have 
to  take  on  the  world. 

Perkins  hopes  a  string 
of  new  cars  and  trucks  will 
put  Chevy  back  on  top. 
Over  the  next  12  months 
he'll  unveil  the  380-horse- 
power  ZR-1  Corvette, 
which  has  been  drawing 
raves  in  car  magazines; 
convertible  versions  of  the 
Beretta  and  Geo  Metro;  a 
four-door  Blazer  that  could 
steal  sales  from  the  Jeep 
Cherokee;  a  new  Caprice; 
and  a  redesigned  Camaro. 
But  his  money  is  riding  on  the  Lumina 
four-door  sedan,  base-priced  at  $11,883, 
and  the  Lumina  coupe  and  minivan  roll- 
ing out  later  in  the  year. 

Along  with  its  sister  GMIO  cars  al- 
ready offered  by  Olds,  Buick,  and  Ponti- 
ac,  Lumina  represents  GM's  bet  on  the 
midsize-car  market.  So  far,  the  others 
haven't  sold  well  because  only  two-doors 
were  available.  Eventually,  though,  the 
GMlOs  could  account  for  one-fourth  of 
GM's  car  output.  That  makes  the  Chevy 
Lumina  the  bread-and-butter  model  of 
GM's  bread-and-butter  car  at  the  bread- 
and-butter  division — and  GM's  best  hope 
for  a  Ford  Taurus-killer. 

Like  the  Taurus,  Lumina  is  a  family 
sedan,  which  puts  it  at  the  center  of  the 
coming  car  wars.  Arthur  G.  Davis,  a 
Prescott,  Ball  &  Turben  Inc.  analyst, 
thinks  that  "success  in  the  family-car 
market  will  largely  determine  incremen- 
tal earnings"  for  the  major  carmakers 
over  the  next  two  to  three  years.  De- 
pending on  the  overall  market,  Davis 
says,  buyers'  acceptance  of  the  Lumina 


FORD  PASSES  CHEVY 


PERKINS:  THE  MIDSIZE  LUMINA 
IS  CHEVT'S  BIGGEST  BET 


•JANUARY-APRIL 
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models  and  other  GMlOs 
will  help  to  determine  if 
GM's  profits  in  1990  are 
just  $6  a  share — or  $20. 

Everyone  is  crowding 
into  that  segment.  Besides 
current  Ford  and  Chrysler 
models,  Toyota,  Honda,  and  Subaru  are 
unveiling  family  sedans.  Says  Christo- 
pher W.  Cedergren,  an  analyst  at  mar- 
ket researcher  J.  D.  Power  &  Associates: 
"Ford  really  isn't  the  threat." 
'A  SIGNAL.'  Perkins  knows  that  better 
than  perhaps  anyone  at  GM.  In  a  break 
with  GM's  policy  of  not  rehiring  depar- 
tees,  Perkins  was  recruited  back  to  GM 
in  January  after  spending  four  years  at 
Toyota  Motor  Sales  USA  Inc.  "I  marvel 
at  [gm  Chairman  Roger  B.]  Smith's  hav- 
ing the  guts  to  go  out  and  do  this,"  says 
John  F.  Bergstrom,  owner  of  Bergstrom 
Chevrolet-Buick-Cadillac  Inc.  in  Neenah, 
Wis.  Adds  Thomas  B.  Wagner,  Ford  Div. 
general  manager:  "That  was  a  signal  to 
the  organization  that  things  aren't  the 
same  around  here  anymore." 

Having  learned  at  Toyota  about  con- 
sensus, Perkins  decided  to  focus  on 
Ford.  "It  has  a  lot  to  do  with  pride  and  a 
lot  to  do  with  motivating  an  organiza- 
tion," he  says.  Once  he  steadies  the 
Heartbeat,  he'll  turn  to  his  true  rivals. 

By  James  B.  Treece  in  Detroit 
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the  "We  do  it  like  you'd  do  it"  campaigj 
Competing  for  the  account  are  D'ArJt 
Masius  Benton  &  Bowles,  Saatchi  i 
Saatchi,  and  J.  Walter  Thompson — whi( 
lost  Burger  King  to  Ayer  in  1987.  Son  j 
insiders  give  the  edge  to  dmb&B,  part 
because  Langstaff  used  to  work  there 
Gibbons  says  he  wants  the  winnir 
agency  to  place  less  emphasis  on  cha  , 
ing  McDonald's  Corp.  and  more  on  ta 
geting  the  "snack  and  grazing  indu 
try."  To  do  that,  say  agency  executiv(  i 
involved  in  the  pitch,  the  chain  will  ha\ 
to  move  aggressively  to  diversify  i 
menu — no  easy  task  when  your  name  i 
Burger  King.  And  some  previous  effor  i 
have  been  disappointing.  Its  Croissa  i 
wich,  for  instance,  hasn't  helped  Burg(  ' 
King  break  ground  in  the  breakfast  ma 
ket.  But  McDonald's  has  responded  nir 
bly  to  America's  waning  appetite  f( 
burgers  (table).  The  No.  1  fast-foe 
chain's  per-store  sales  have  risen  5%  a 
nually,  to  $1.54  million,  thanks  to  ne 
items  such  as  prepackaged  salads. 
TIGHTER  TEAM.  Burger  King's  inconsi 
tent  quality  won't  be  solved  easily,  sine 
the  chain  owns  only  157f  of  its  restai 
rants.  "Unless  they  get  more  conformil 
from  franchisees,  Grand  Met  can't  d 
anything  at  Burger  King,"  says  an  exe 
utive  at  a  competing  hamburger  chain 
Gibbons  believes  that  even  with  ii 
problems.  Burger  King  can  achieve  si] 
nificant  growth — possibly  by  the  end 
this  year.  But  for  the  moment,  he 
relying  on  reassuring  gestures  to  pn 
up  morale.  He  ke6] 
franchisees  up  to  dai 
with  videotaped  talki 
and  he's  planning 
six-city  road  show  i 
June.  "He's  a  dynamilf 
guy,"  says  Daniel  Ac  ri 
cordino,  executiv 
vice-president  of  Cai 
rols  Corp.,  which  own  I 
157   Burger   Kings  jt 
"He  could  reenergiz  la 
the  whole  system." 

On  Apr."  26,  Git 
bons'   100th  day, 
treated  the  headquai 
ters  staff  to  lunch  i; 
the  company  cafeteris 
In  return,  he  receivei 
a  poster  that  read|i 
"Thank  you,  Barry, 
with  more  than  l&jk 
signatures  in  multico' 
ored  magic  markersfji 
Now,  Gibbons  mus 
win  over  customers  & 
quickly  as  he  charmei 
his  staff. 

By  Pete  Engardio  h 
Miami,  with  Briai 
Bremner  in  Chicago 


STRATEGIES  I 


CAN  A  NEW  CEO  PULL 

BURGER  KING  OUT  OF  THE  FIRE? 


Barry  Gibbons  is  restructuring  fast.  Diversifying  the  menu  may  be  next 


U 


nlike  someone  else  who  recently 
passed  the  same  milestone,  Barry 
J.  Gibbons  can  hardly  be  accused 
of  inactivity  during  his  first  100  days  in 
office.  The  chief  executive  of  Burger 
King  Corp.  has  been  shaking  things  up 
ever  since  he  was  installed  at  the  chain's 
palatial  pink  Miami  headquarters  by  new 
parent  Grand  Metropolitan  PLC.  Gibbons 
has  laid  off  about  one-third  of  Burger 
King's  corporate  work  force  and  has  re- 
structured the  chain's  troubled  $1  billion 
distribution  subsidiary.  Now,  in  his  most 
critical  move,  Gibbons  will  soon  choose  a 
new  ad  agency  for  Burger  King's  $150 
million  account. 

Small  wonder  Gibbons  felt  he  had  to 
hit  the  ground  running:  Grand  Met's 
$5.75  billion  takeover  of  Pillsbury  Co. 
brought  it  a  losing  fast-food  chain.  Bur- 
ger King's  profits  have  plunged  59%  in 
two  years,  to  $48.2  million,  and  per-store 
sales  have  stayed  flat,  at  about  $1  mil- 
lion, since  1985.  "Grand  Met  bought  a 
pig  in  a  poke,"  says  analyst  William  F. 
Maguire  of  Merrill  Lynch,  Pierce,  Fen- 
ner  &  Smith  Inc.  "They  have  to  clean  it 
up  from  the  inside  out." 
AD  FLOP.  That's  exactly  what  Gibbons 
was  thinking  when  he  slashed  550  man- 
agement jobs.  "I  wanted  to  start  with  a 
clean  sheet,"  says 
Gibbons,  42,  who  ran 
Grand  Met's  restau- 
rant division  in  Brit- 
ain. He  consolidated 
all  field-office  market- 
ing, financial,  and 
personnel  functions  at 
headquarters  and 
eliminated  a  couple  of 
layers  of  bureaucracy 
there  as  well.  Gibbons 
says  he'll  eventually 
rebuild  many  of  these 
staffs  in  a  more  effi- 
cient way. 

At  the  same  time.  Gibbons  wants 
headquarters  to  be  less  involved  in  store 
operations.  From  now  on,  routine  prob- 
lems at  Burger  King-owned  outlets, 
such  as  replacing  a  broken  air  condition- 
er, will  be  handled  by  one  of  22  regional 
offices.  Gibbons  has  also  set  up  a  toll- 
free  number  for  customer  complaints. 
"My  philosophy  is  that  if  a  snake  walks 
through  the  door,  kill  it,"  he  says. 
"Don't  call  McKinsey  &  Co." 


Despite  the  tough  talk.  Gibbons  chose 
a  gentler  approach  with  a  unit  that 
many  observers  thought  was  one  of  Bur- 
ger King's  biggest  snakes.  Grand  Met 
had  planned  to  sell  Distron,  the  chain's 
money-losing  food  and  paper-product  dis- 
tribution unit.  The  subsidiary  was  a 
source  of  friction  among  franchisees, 
who  complained  of  price-gouging  and 
shoddy  service.  Some  40%  now  buy  their 
supplies  elsewhere.  But  Gibbons  felt 
that  Distron  could  help  lower  costs  and 
improve  quality  control — a  perennial 
problem  at  Burger  King.  To  run  the  op- 
eration more  efficiently,  Gibson  broke  it 
into  separate  procurement  and  distribu- 
tion companies.  That  way,  franchisees 
can  use  one  service  but  not  the  other. 

Gibbons  figures  he  has  until  Septem- 
ber— the  end  of  Grand  Met's  fiscal 
year — to  finish  restructuring  Burger 
King.  But  it's  bound  to  take  much  long- 
er to  revamp  the  marketing  strategy.  To 
help.  Gibbons  lured  Gary  L.  Langstaff 
away  from  Hardee's  Food  Sys- 
tems Inc.  Langstaff  will  play  a 
major  role  in  choosing  a  replace- 
ment for  N.  W.  Ayer  Inc.,  Bur- 
ger King's  incumbent  ad  agency 
and  architect  of 
its  latest  ad  flop, 


BURGER  BOREDOM? 


Percentage  of  fast-food  customers  likely 
to  order  each  item 

Item                       1984  1988 

BURGERS 

59%  54% 

BREAKfAH  SANDWICHES 

6  8 

SALAD 

5  7 

CHICKEN  HUGGETS 

4  5 

CHICKEN  SANDWICHES 

4  4 

FISH 

2  4 

DATA:  NPD  CREST 
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'ESTMENTS 


.LOGG  CLAN:  "WE  DON'T  GIVE  BUY  OR  SELL  SIGNALS.  WE  JUST  RAISE  RED  FLAGS" 


POTTING  STOCKS  IN  TROUBLE 
EFORE  THEY  DROP 


illogg  Associates  warned  investors  about  Blockbuster  Entertainment 


apers  are  stacked  everywhere  in 
the  cramped  attic  that  passes  for 
Loren  and  Denise  Kellogg's  of- 
!.  The  couple's  10-year-old  daughter 
zabeth  is  pressed  into  clerical  duty 
en  business  gets  hectic.  More  than 
i  6  a.m.  call  from  an  anxious  East 
ist  investor  has  awakened  them  at 
■ir  Laurel  Canyon  home. 
Don't  let  the  mom-and-pop  trappings 
'1  you.  In  the  past  year,  Los  Angeles- 
;ed  Kellogg  Associates  has  begun  to 
ke  a  name  for  itself  on  Wall  Street  as 
aumber-cruncher  whose  reports  can 
;dict  impending  stock  disasters.  Its 
jative  reports  on  The  Gap  Inc.  and 
nentech  Inc.  forewarned  investors  of 
I  mtual  setbacks  in  those  stocks.  And 
late  April,  they  vaulted  into  the  lime- 
it  with  an  acerbic  report  about  bal- 
;e-sheet  oddities  at  Cineplex  Odeon 
rp.  The  report  has  become  ammuni- 
j  1  for  MCA  Inc.  and  other  shareholders 
1  struggle  with  top  managers  for  con- 
1  of  the  theater  chain.  The  firm's  Apr. 
blast  at  Blockbuster  Entertainment 
rp.  alerted  Kellogg  clients  ahead  of  a 
'  tumble  in  the  video  store  chain's 
ck  on  May  9  and  10. 
D-FASHIONED  WAY.  Using  classic, 
^en-eyeshade  accounting,  the  firm 
urs  financial  reports  for  inflated  in- 
itories  or  goodwill,  heavy  insider  trad- 
,  or  deceptive  cash  flow  numbers. 
i  goal:  spotting  the  ticking  time-bomb 
a  client's  portfolio  before  it  blows  up 


in  his  face.  "We  are  more  or  less  detec- 
tives," explains  35-year-old  partner  Den- 
ise Kellogg.  "I  love  a  good  scam."  Says 
client  Fulton  J.  Wick,  an  analyst  at  Ni- 
agara Share  Corp.:  "They're  able  to  pull 
out  nuances  that  I  might  miss." 

The  flrm's  patriarch,  74-year-old  Ir- 
ving Kellogg,  has  been  at  this  for  years. 
A  lawyer  and  certified  public  accoun- 
tant, Kellogg  formed  the  firm  in  1988 
with  his  36-year-old  CPA  son  Loren  and 
daughter-in-law  Denise,  an  accountant. 
The  Kelloggs  monitor  about  150  stocks 
for  clients  that  include  institutional  in- 
vestors, short-sellers,  and  other  large 
speculators.  The  firm  won't  disclose  its 
revenues,  but  it  charges  customers  an 
estimated  $8,000  a  year  for  several  re- 
ports a  month,  plus  occasional  custom- 
ized assessments.  Information  comes  the 
old-fashioned  way:  from  public  docu- 
ments such  as  lOKs,  proxy  statements, 
and  quarterly  reports. 

They  shun  discussions  with  company 
managers,  fearing  that  might  skew  their 
reading  of  the  books.  That  doesn't  al- 


There  are  a  million  sources  of 
positive  information.  We're 
one  of  the  very  few  sources  of 
negative  information' 


ways  sit  well.  Stuart  L.  Bell,  chief  finan- 
cial officer  for  CUC  International  Inc., 
fumes  that  Kellogg  panned  CUC's  meth- 
od of  booking  expenses  without  asking 
management  for  its  reasons.  "Compa- 
nies like  Kellogg  don't  take  time  to  go 
out  and  understand  our  business  or 
meet  our  people,"  he  complains. 

IVORY-TOWER  APPROACH.    Still,  CUC, 

which  provides  travel  and  shopping  ser- 
vices, ultimately  altered  the  way  of  am- 
ortizing costs  that  Kellogg  criticized. 
Bell  contends  CUC  made  the  change  "be- 
cause various  people  in  the  marketplace 
hated  our  accounting."  The  switch 
caused  a  $51  million  charge,  and  CUC's 
stock  now  is  247^  lower  than  when  Kel- 
logg issued  its  first  warning  in  August. 

Loren  Kellogg  defends  his  firm's  ivo- 
ry-tower approach.  "We  don't  give  buy 
or  sell  signals,"  he  says.  "We  just  raise 
red  flags."  Ideally,  he  says,  it  is  the 
investor  that  grills  management.  Kel- 
logg simply  provides  the  questions.  "We 
use  Kellogg's  reports  to  tie  the  account- 
ing numbers  together  with  the  back- 
grounds of  the  principals  and  the  compa- 
ny's fundamentals,"  says  Joseph  L. 
Feshbach,  a  leading  short-seller. 

The  Kelloggs  cringe  at  the  notion  that 
they  are  tools  for  short-sellers.  Most  of 
their  clients  are  long,  they  claim,  and 
they  refuse  to  publish  reports  based  on 
short-sellers'  tips.  Still,  the  firm's  eye 
for  bad  news  gives  it  a  distinct  market 
niche.  "There  are  a  million  sources  of 
positive  information  on  the  Street,"  says 
Denise  Kellogg.  "We're  one  of  the  very 
few  sources  of  negative  information." 

Kellogg  clients  got  just  such  informa- 
tion last  July  on  Liz  Claiborne  Inc.  They 
were  warned  that  bloated  inventories 
and  store  startup  costs  could  hurt  prof- 
its of  the  fast-growing  apparel  maker.  A 
few  weeks  later,  the  company  cited 
those  reasons  in  reporting  a  25%  quar- 
terly profit  decline. 

The  Kelloggs  really  rocked  the  boat 
with  their  Apr.  19  report  saying  that 
Cineplex,  among  other  things,  inflated 
operating  revenues  by  including  gains 
from  the  sale  of  a  group  of  theaters. 
Cineplex  had  no  comment. 

Kellogg's  latest  coup  was  its  recent 
warning  that  Blockbuster's  skyrocketing 
sales  were  masking  trouble:  rising  ex- 
penses, overhead,  and  ballooning  good- 
will. Blockbuster  says  these  are  simply 
results  of  rapid  expansion.  But  when 
Bear,  Stearns  &  Co.  raised  similar  objec- 
tions to  the  video  chain's  accounting  on 
May  9,  the  stock  dropped  22%  in  two 
days,  after  a  meteoric  two-year  climb. 

"We're  not  afraid  of  highfliers,"  says 
Denise  Kellogg.  "If  somebody  has  been 
pumping  up  earnings,  it's  only  a  matter 
of  time  before  a  pin  bursts  it."  For  the 
Kelloggs,  there's  nothing  better  than 
wielding  that  pin. 

By  Kathleen  Kerunn  in  Los  Angeles 
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G^t  a  handle 
on  power. 


1  nlrodiicing  a  new  PS/2  with  IV1  icro  Channel  and  386  power. 


Now  you  can  take  the  uiicoiiipromi.sing  [jowerof  a  full-function  386  "  Personal  System/2 
with  you  wlxTf'Vfr  you  go.  Its  the  new  IBM  PS/2®  Mofiel  P70  386  with  Micro  Channel!"  It  lets 
you  work  in  your  clicntV  office,  your  home  or  hotel  room  as  effectively  as  you  do  in  your 
own  office. 

The  Modi'l  P70  386  clocks  in  at  20  MHz,  so  it  s  the  perfect  system  for  sales- 
[)eo[ilc,  engineers,  insurance  agents,  accountants  and  power  users  who  need  to  run 
DOS  and  OS/2  '  applications  at  high  speed.  Add  to  that  its  state-of-the-art 

plasma  display  and  an  optional  Hartmann®  carrying  case,  and  you  start  to  see 
how  the  Model  P7()386  is  really  a  powerful  PS/2  that  happens  to  he  portahle. 
Other  features  includ<-  either  a  60Mh  or  a  I20MI)  fixed  disk  (so 
vou  can  take  all  your  data  with  you),  a  full-size  keyboard  (so  it  s  easy  to  use) 
and  an  optional  internal  modem  (so  you  re  always  in  touch).  And  like  all  high-end 
PS/2s,  the  Model  1*76  386  has  Micro  Chamiel  to  take  full  advantage  of  the  386  processor, 
iind  out  more  about  how  the  pf)rtable  power  of  the  PS/2  Model  P76  386  with  Micro  Channel  can  help 

you  and  your  business,  contact  your  IBM  Authorized  Dealer  or  your  IBM  marketing  representative.  —          —  —  ,«> 

To  find  the  dealer  nearest  you  call  1  800  IBM-2468,  ext.  135.  =   =;£"  =f= 

Hartmann  is  a  registered  trademark  of  Hadmann  Luggage  Company  IBM  ,  Personal  System/2  and  PS/2  are  registered  trademarks,  and  OS/2  and  Micro  Channel  mmm  • 

are  trademarks  ol  IBM  Corporation  386  is  a  trademark  of  Intel  '< '  IBM  Corp  1989 


Q  What  are  your  major  political  ob- 
jectives now? 


>LITICS 


ESSE  JACKSOH  FOR  MAYOR? 

M  WON'T  SAY  NO  

iut  a  crowded  agenda  includes  voter  registration  and  fighting  drugs 


'or  most  unsuccessful  Presidential 
mtenders,  once  the  roar  of  the  crowd 
ies  down,  there  is  nothing  but  silence, 
^ot  Jesse  Jackson.  He  is  marching  in 
icket  lines  with  striking  workers.  He 
lans  to  follow  up  his  visit  to  the  Sovi- 
':  Union  with  a  national  telethon  for 
rmenian  earthquake  victims.  He's 
-)nsidering  hosting  his  own  weekly  Tl' 
dk  show.  And  perhaps  most  startling 
^  all,  he  's  struggli?ig  to  cope  with  a 
round  swell  of  public  support  for  a 
ossible  mayoral  candidacy  in  drug- 
renched  Washington,  D.  C.  Mayor 
ickson?  In  a  May  10  interview  with 
USINESS  WEEK,  Jackson  hemmed, 
awed — but  didn't  flatly  rule  out  the 
ossibility. 

\  A  ?iew  Washington  Post  poll  shows 
lat  if  you  were  to  run  for  mayor, 
ou'd  defeat  incumbent  Marion  S. 
arry  Jr.  by  68%  to  17%.  How  can  you 
',sist  the  temptation  to  run? 

1 1  have  no  plans  to  run  for  mayor.  I 
ipport  Marion  Barry.  This  flurry  of 
rticles  didn't  contain  any  quotes  from 
le,  and  it's  creating  a  perception  that's 
[dependent  of  anything  I've  said. 

'\  So  why  are  you  sprucing  up  the 
ouse  you  own  in  Washington? 

k  Anytime  I  come  to  Washington, 
iree  or  four  of  us  [have  to]  stay  in  a 
otel.  It  makes  more  sense  for  us  to 
ave  a  house  and  equity  than  to  stay  in 
otels. 

\  Yes,  but  if  Barry  is  so  severely  dam- 
I  ged  by  the  scandals  besetting  his  ad- 
linistration  that  he  can 't  run,  are?!  't 
ou  poised  to  step  in? 

i  I'm  not  going  to  deal  with  the  hypo- 
j  letical.  One  of  my  concerns  is  the  co- 
j  issal  ground  swell  from  writers  and 
i  onsupportive  politicians.  Is  their  moti- 

ation  to  save  Washington?  If  so,  why 
j  id  they  move  out  of  Washington?  Or 
«  their  obsession  with  my  role  in  the 

democratic  Party  in  1992  and  beyond? 

Drugs  seem  to  be  uppermost  in  Dis- 
nct  residents'  minds  these  days, 
'that's  your  impression  of  the  Bush 
dministration's  antidrug  efforts? 


The  Administration  has 
no  drug  plan.  We  are 
being  humiliated  in  the 

nation's  capital, 
in  New  York,  in  Miami' 


A  The  Administration  has  no  drug 
plan.  We  are  being  humiliated  in  the 
nation's  capital,  in  New  York,  in  Miami. 
We  need  to  work  out  a  comprehensive 
plan  [with  drug-producing  nations].  It 
must  involve  debt  forgiveness,  alterna- 
tive crops,  and  some  military  aid.  .  .  . 
The  [William  J.]  Bennett  jail-building 
program  and  the  [Jack  F.]  Kemp  put- 
'em-out-the-house  program  don't  begin 
to  address  the  problem. 

^According  to  the  polls.  President 
Bush  seems  to  be  far  more  popular 
with  blacks  than  Ronald  Reagan  was. 
Why  is  that? 

A  In  contrast  to  Reagan,  Bush  is  less 
hostile  and  more  hospitable.  But  Bush 
[policy]  is  like  cotton  candy.  It's  sweet. 
But  when  you're  through,  all  you  have 
is  the  belch.  There's  no  solid  nutrition 
in  the  Bush  menu. 


A  First,  voter  access.  I'm  pushing  for 
same-day  voter  registration.  We  have 
greater  barriers  to  voting  than  Nicara- 
gua, Panama,  the  Bahamas,  and  Tai- 
wan. Second,  [fighting]  drugs.  It's  a 
unifying  theme  and  a  common  threat. 
Third,  rehabilitation.  We  need  to  invest 
more  in  prenatal  health  care  and  in 
national  health  insurance.  Fourth,  com- 
munity reinvestment.  If  you  propose  a 
$200  billion  bailout  plan  for  S&Ls,  you 
ought  to  link  that  with  aid  for  the  poor. 
And  you  can  tap  billions  in  private  and 
public  pension-fund  money  to  aid  in  the 
effort  by  creating  an  American  Invest- 
ment Bank  modeled  on  the  World 
Bank.  Next  year,  a  big  focus  will  be 
the  census  count  and  1991  [congressio- 
nal] reapportionment. 

Q  Why  are  so  many  black  mayors  in 
political  trouble  these  days? 

A  Scattered  incidents  don't  make  a 
trend.  The  redlining  and  divestment  of 
urban  America  have  given  mayors  less 
resources.  Whether  you're  African- 
American,  Hispanic,  or  Greek-Ameri- 
can, people  expect  you  to  deliver  police 
and  fire  services,  affordable  housing 
and  health  care,  and  an  educational 
system  that  works.  When  those  re- 
sources are  cut,  you're  less  able  to 
deliver. 

Q  Last  year,  you  and  Mike  Dukakis 
agreed  to  rules  changes  that  increase 
proportional  representation  in  Demo- 
cratic Presidential  primaries.  How  do 
you  feel  about  current  efforts  to  undo 
the  deal? 

A  Proportionality  is  fair.  It's  the  way 
to  expand  the  party  and  bring  in  new 
voters.  Any  attempt  to  reduce  the 
worth  of  those  new  Democrats  threat- 
ens the  party's  ability  to  elect  congres- 
sional candidates  and  governors.  In  '88, 
we  left  the  Atlanta  convention  with  a 
17-point  lead.  We  didn't  lose  because  of 
the  rules. 

Q  What  about  reports  that  you're 
about  to  become  a  television-show 
host? 

A  We  are  interested  in  working  out 
some  way  to  have  more  consistent  ac- 
cess to  the  public.  When  you  look  at 
Washington  news  shows  on  Sunday, 
you  see  a  very  narrow  group  of  inbred 
friends  who  impose  their  views  on  the  ? 
nation.  There  are  other  points  of  view  g 
than  those  of  the  Beltway  scribes  and  | 
wise  men.  5 
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MAYOR  HERNANDEZ  AND  NEGOTIATOR  HERMOSILLO  MAY  BUILD  THE  STADIUM  IN  A  GRAVEL  PIT 


ALL  THOSE  BIG,  BAD  RAIDERS  WANT 
IS  A  HOME  SWEET  HOME 


The  Los  Angeles  football  team's  deal  to  play  in  nearby  Invindale  is  stalled 


Al  Davis  likes  his  football  players 
mean.  He  dresses  them  in  black 
uniforms  with  a  pirate  on  the  hel- 
met to  emphasize  the  point.  And  the  59- 
year-old  owner  of  the  Los  Angeles  Raid- 
ers is  himself  a  tough  customer.  He  has 
sued  the  National  Football  League — and 
been  sued  by  it.  These  days,  he's  locked 
in  a  multimillion-dollar  litigation  with  the 
Los  Angeles  Memorial  Coliseum  over  his 
decision  to  find  a  snazzier  stadium  for 
the  team.  One  tough  dude,  Davis,  but 
now  even  he  must  be  feeling  a  little 
vexed  at  how  difficult  it's  becoming  to 
build  a  new  stadium  to  call  home. 

Nearly  two  years  ago,  Dans  thought 
he  had  solved  his  problem  when  he 
signed  a  SI  15  million  deal  with  Irwin- 
dale,  Calif.,  a  tiny  city  18  miles  east  of 
Los  Angeles  known  mainly  for  its  gravel 
pits.  What  has  followed  has  been  a  com- 
edy of  errors,  from  a  botched  plan  to  sell 
municipal  bonds  to  a  legal  scrap  be 
tween  the  cit}''s  mayor  and  the  man  he 
chose  to  head  the  stadium-building  proj- 
ect. And  the  Raiders,  who  have  given 
the  city  three  months  to  clear  up  its 
problems,  are  getting  anxious. 
FREE  LAND.  Davis  needs  a  stadium  by 
1992,  when  his  lease  on  the  Coliseum  ex- 
pires. Irwindale  would  be  perfect.  In  an 
effort  to  attract  new  business,  the  citj- 
of  1,068  residents  offered  the  Raiders  a 
sweetheart  deal:  free  land,  a  low-interest 


loan,  ownership  of  the  stadium — even  a 
SlO  million  bonus  to  sign  the  agreement. 

But  the  deal  ran  into  trouble  fast.  A 
Los  Angeles  superior  court  judge  in 
Sept.,  1987,  slapped  Irwindale  with  an 
injunction  barring  the  city  from  building 
a  stadium.  The  reason:  It  had  failed  to 
do  a  study  on  the  environmental  impact 
of  building  a  65,000-seat  facilit}-  in  one  of 
the  citj''s  17  gravel  pits.  "The  study 
wasn't  completed  until  Februarj'.  But 
now  the  citj^  is  thinking  about  shifting  to 
an  alternate  site  to  avoid  paying  the 
county  S35  million  to  buy  adjacent  land 
for  parking. 

Then  there's  the  problem  of  money. 
The  injunction  killed  a  plan  to  raise  S90 
million  via  municipal  bonds.  That  left  the 
cit\'  scrambling  to  find  some  other  way 
to  pay  for  the  stadium.  The  latest 
scheme  is  to  raise  S35  million  in  grants 
from  local  businesses,  including  a  Miller 
Brewing  Co.  plant,  and  borrow  the  rest. 
But  to  date,  not  a  penny  has  been  raised. 


Among  the  problems  facing 
the  Raiders:  Irwindale  has 
yet  to  raise  a  single  penny  to 
pay  for  a  new  facility 


To  top  it  off,  for  months,  no  one  real! 
knew  who  was  mnning  the  show.  0 
Apr.  27.  recently  elected  Mayor  Salvadc 
Hernandez,  a  former  cit\-  councilmar 
turned  over  negotiations  to  a  three-ma 
team.  In  charge  now  is  public  relation 
consultant  Xa\ier  Hermosillo,  who  wa 
fired  from  the  same  job  a  year  ago  b 
Hernandez'  predecessor.  Hermosillo  ac 
mits  that  so  far  the  citj-  has  not  got 
concrete  financing  plan  in  hand.  "We'v 
had  tons  of  obstacles,"  he  says.  "It* 
been  unbelievable." 

TURNOVER  CITY.  Just  keeping  the  hel 
has  been  a  big  hurdle.  This  year,  the  cit 
fired  its  consultant,  Frederick  P.  LyU 
and  a  key  lawyer,  Kenneth  L.  Adams 
L>te,  a  millionaire  developer  who  ha 
helped  the  city  over  the  past  12  years  t 
lure  new^  industry',  had  promised  to  rais 
the  S35  million  from  businesses.  But  . 
personal  dispute  between  Ljte  and  foi' 
mer  Mayor  Patricio  Miranda  led  t 
Ljle's  firing.  L\"te  had  no  comment  o'l 
the  dispute,  but  his  supporters  hav« 
launched  a  recall  petition  to  get  Mir 
anda,  now  on  the  city  council,  and  Mayo 
Hernandez  removed.  Also  let  go  was  tb 
Washington  (D.  C.)  law  firm  of  Dick 
stein,  Shapiro  &  Morin,  which  had  linei 
up  several  financial  backers.  "Mayo 
Miranda  wanted  his  own  folks  in  on  thi 
deal,"  explains  former  Irwindale  lawye 
Adams,  a  Dickstein  Shapiro  partnei 
Miranda  has  not  returned  calls  fron 
BUSINESS  WEEK. 

The  Raiders  haven't  given  up  yet  oi 
Irwindale,  though  their  patience  is  wear 
ing  thin  as  deadlines  loom.  "It's  a  hop 
rather  than  an  impression  that  the  cit; 
can  deliver,"  says  Raiders'  senior  execu 
tive  John  A.  Herrera.  "We've  givei 
them  even,'  opportunity'  to  produce." 

Davis,  who  was  once  awarded  §35  mil 
Hon  when  the  XFL  was  found  to  havi 
tried  illegally  to  block  his  1982  movi 
from  Oakland,  Calif.,  will  walk  awa; 
with  money  in  hand  in  any  case.  If  thi 
deal  collapses,  he  would  keep  the  $1( 
million  he  already  has  been  paid  by  Ir 
windale  and  collect  another  §10  millioil 
from  the  city  as  a  penalty  for  failing  t< 
come  up  with  the  financing. 

There  are  plenty-  of  other  cities  wh( 
want  the  Raiders:  Sacramento  has  beei 
mentioned.  Coliseum  officials  say  the^ 
would  welcome  the  team  back,  and  evei 
Oakland  is  still  interested.  "The  Raider 
have  a  home  if  they  want  to  come  back,' 
says  George  J.  Vukasin,  president  of  th(| 
Oakland-Alameda  County  Coliseum.  • 

And  Irwindale?  Hermosillo  jokes  tha ! 
if  the  deal  with  the  Raiders  fall;! 
through,  he'll  try  to  lure  "an  under-six| 
foot  basketball  team."  He's  joking  now  I 
But  the  way  things  are  going,  that  majj 
be  all  his  town  ever  gets.  j 
By  Patrick  E.  Cole  in  hicindale,  Calij^ 
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1988  New  England  Mutual  Life  Insurance  Companv.  Boston.  NAA 


IF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  AT  HAND. 

Providing  for  retirement  can  be  an  occupation 
in  itself.  But  our  representatives  can  make  the 
job  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-222-2725  Ext  452  for 
our  free  booldet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans  and  401  (k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way  when  it's  time  to  finish  worldng  at  one 
job,  you  won't  have  to  start  another. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


EDITED  BY  HARRIS  COLLINGWOOD 


BAHNER  MAY  FINALLY 
HAVE  ITSELF  A  DEAL 


►  After  a  pair  of  failed  take- 
over attempts,  Banner  Indus- 
tries appears  to  have  won 
Fairchild  Industries.  On  May 
8,  Banner  offered  $18  a  share, 
or  $265  million,  in  cash  for  all 
of  Fairchild,  topping  a  $17.50 
bid  by  Carlyle  Group,  a  Wash- 
ington buyout  boutique. 

If  the  deal  goes  through,  it 
will  bear  little  resemblance  to 
Banner's  1987  acquisition  and 
bust-up  of  machinery  maker 
Rexnord.  Banner  expects  to 
hang  on  to  most  of  Fairchild. 
And  instead  of  depending  on 
junk-bond  financing  as  in  the 
past,  it  can  fund  the  Fairchild 
deal  largely  with  its  own 
cash.  But  Banner  may  see  its 
prize  snatched  away.  Sources 
close  to  the  situation  say 
that  two  unnamed  European 
groups  have  signed  letters  of 
confidentiality  with  Fairchild 
and  are  currently  crunching 
numbers  on  the  company. 


MORE  TROUBLE 
FOR  TIME-WARNER 


GOOD  NEWS  ABOUT 
AN  AIDS  DRUG 


►  Viacom  has  filed  a  surprise 
$2.4  billion  antitrust  suit  al- 
leging that  Time,  owner  of 
the  largest  pay-TV  network 
and  second-largest  cable  oper- 
ator, blocked  Viacom's  Show- 
time Network  from  compet- 
ing in  New  York  City  and 
other  markets  over  the  past 
decade.  The  suit  adds  new  un- 
certainty to  the  Time-Warner 
merger,  which  is  already 
weighed  down  by  a  tussle 
with  Chris-Craft  Industries, 
Warner  Communications' 
largest  shareholder.  Time 
called  the  charges  "totally 
baseless." 


►  A  National  Institutes  of 
Health  study  published  in  the 
May  5  issue  of  the  magazine 
Science  confirms  earlier  re- 
ports that  alpha  interferon 
helps  the  drug  AZT  fight  aids. 


Alpha  interferon,  unlike  AZT, 
can  suppress  the  release  of 
the  AIDS  virus  from  infected 
cells.  That  means  the  drug 
could  slow  the  onset  of  symp- 
toms in  patients. 

More  good  news  about  al- 
pha interferon  is  expected 
from  two  studies  to  be  re- 
leased later  this  month:  In 
one,  patients  with  a  chronic 
form  of  hepatitis  responded 
well  to  the  drug.  In  the  other, 
treatments  combining  alpha 
interferon  and  another  drug, 
known  as  5FU,  proved  effec- 
tive against  certain  cancers. 
That  should  boost  interferon 
marketers  Schering-Plough 
and  Hoffmann-La  Roche,  as 
well  as  patent  holders  Biogen 
and  Genentech. 


IBM  VS.  APPLE 
IN  PC  SOFTWARE 


►  When  IBM  introduced  its 
PS/2  computers  in  1987,  a  big 
selling  point  was  the  ad- 
vanced OS/2  operating  sys- 
tem— the  basic  software  that 
runs  a  computer.  But  few  pro- 
grams are  written  for  OS/2, 
which  requires  loads  of  ex- 
pensive memory.  The  result: 
PS/2s  are  selling  well,  but 
OS/2  isn't.  So  now  IB.M  is  of- 
fering rebates  of  as  much  as 
$800  to  OS/2  buyers  who  also 
purchase  additional  memory, 
disk  drives,  or  any  of  39  OS/2 
applications  packages. 

Meanwhile,  Apple  Comput- 
er is  pushing  its  new  operat- 
ing system — which  isn't  due 
before  early  1990.  On  May  9, 


PARTY  TIME— IF  YOU'RE  NOT  FRANK  LORENZO 


In  the  midst  of  buyout  talks  and 
bankruptcy  hearings,  Frank  Lor- 
enzo probably  isn't  in  a  partying 
mood.  He  won't  comment,  but 
he's  not  expected  to  show  up  at 
"No-Frank-Lorenzo  Night"  at 
the  Sports  Rock  Cafe  in  Miami 
on  May  16.  The  bar  says  striking 
Eastern  employees  will  get  free 
admission  and  reduced  prices  on 
cocktails.  They'll  also  get  to 
compete  in  a  Frank  Lorenzo 

look-alike  contest  and  throw  darts  at  a  board  emblazoned  wit, 
the  likeness  of  the  Eastern  chairman.  On  the  menu:  FRANI 
furters  and  a  special  drink  in  Lorenzo's  honor:  "hemlock"  o 
the  rocks.  It  won't  really  be  poisonous,  says  cafe  manage 
Cyndi  Ross,  but  she's  keeping  mum  about  the  ingredients. 

Ross  says  she  expects  about  2,000  Eastern  strikers  to  shoi 
up.  And  she'd  love  for  Lorenzo  to  drop  by  and  join  the  fui 
Insisting  she  bears  no  animosity  toward  Lorenzo,  Ross  sayi 
"It's  just  a  spoof." 


Apple  told  software  develop- 
ers that  with  the  new  System 
7.0,  the  Macintosh  can  run 
fancy  networking  and  graph- 
ics programs.  And  System  7.0, 
Apple  claims,  will  run  old 
Macintosh  programs  better 
than  OS/2  handles  old  PC 
software. 


OGILVY  ISN'T  ABOUT 
TO  PACK  IT  IN 


►  WPP  Group  isn't  giving  up 
the  chase.  After  proposing  a 
$45-a-share  takeover  of 
Ogilvy  Group  last  month,  wpp 
raised  its  all-cash  bid  to  $50  a 
share,  or  $750  million,  on  May 
8.  That  sent  Ogilvy's  stock  up 

to  511/2. 


Ogilvy's  board  is  expecte 
to  review  the  new  price  at  it 
May  16  meeting.  Industr 
sources  say  the  agency  is  sti 
hoping  to  remain  independer 
through  a  leveraged  buyou 
But  that  plan  is  almost  impoi 
sible,  say  Wall  Street  sources 
in  light  of  the  higher  offei 
More  plausible  is  the  appeal 
ance  of  a  white  knight,  sucf 
as  Dentsu,  the  giant  Japanes 
agency. 


SCORE  ONE  FOR 
THE  SANCTIONS  LAW 


►  The  1986  law  banning  som 
South  African  imports  was  f 
nally  dusted  off  when  a  sul 
urban  New  York  aircraft 
parts  dealer  got  hit  with  th 
first  criminal  charge  for  san( 
tions-busting.  To  import  fou 
South  African  jet  engines,  Ai 
Ground  Equipment  Sale 
AGES)  claimed  it  had  bough 
the  illegal  goods  from  a 
Israeli  outfit.  AGES  and  it 
I  KO,  Robert  Fessler,  hav 
■leaded  guilty  to  falsifyin; 
documents. 

That  doesn't  necessaril' 
mean  the  feds  are  gettin: 
tough  on  apartheid.  The  AGE 
scam  would  never  have  com 
to  light  if  the  truck  deliverin; 
the  engines  hadn't  topple 
over  on  the  Long  Islan 
Expressway. 


46  BUSINESS  WEEK/MAY  22,  1989 


■  jti-ii  of"'  — 

Comb-"*"""" 


WE'VE 
MANAGED  TO 
CONFOUND 
SOME  OF 
THE  WORLD'S  TOP 
DECISION-MAKERS. 

Cognac  or  Cabernet.  Mozart 
or  Mendelssohn.  The  Times  or 
the  Tatler.  British  Airways' 
new  First  Class  offers  an  ex- 
traordinary range  of  amenities, 
courtesies  and  comestibles— in 
an  atmosphere  both  respon- 
sive and  refined.  Choose  First 
Class.  And  discover  how  en- 
chanting indecision  can  be. 


BRITISH  AIRWAYS 


The  world's  favourite  airhne* 


1034  AM 


NEC  helps  the  Chicago  Police  solve 
a  fifteen-year-old  murder  mystery. 


An  unresolved  murder  baffled  the  Chicago 
PoUce.  It  sat  in  their  files  year  after  year  with  only  a 
single  clue:  fingerprints  lifted  from  the  victim's  car. 

The  prints  proved  useless  — until  detectives 
put  NEC's  revolutionary  Automated  Fingerprint 
Identification  System  (APIS)  on  the  case. 
Within  20  minutes,  a  suspect  who  had  gotten 
away  with  murder  for  15  years  was  identified. 
He  was  later  arrested. 

The  quality  and  reliability  of  NEC's  around-the-clock  system 
is  currently  at  work  in  police  departments  all  across  America. 
In  fact,  since  its  introduction,  the  system  has  been  instrumental  in 
identifying  over  16,000  suspects  throughout  the  U.S. 

For  years,  NEC  quality  has  reached  far  beyond  law  enforcement, 
into  every  comer  of  America.  You'll  find  the  quality  products  of  NEC 
in  corporations  large  and  small.  In  public  and  private  institutions. 
And  in  homes  across  the  country.  Everywhere  you  look,  NEC  quality 
is  proving  itself.  Every  minute  of  every  day. 

For  more  proof,  call  1-800-338-9549. 


Quality  That  Proves  Itselt 


Communications  ♦  Computers  ♦  Electron  Devices  ♦  Home  Electronics 


GET  LOWER  MONTHLY^^ 
PAYMENTS  ON 
SELECTED  GM  VEHICLES 
WITH  SMARTLE  ASE 
AND  KEEP  THESE  PHOTOS 
IN  YOUR  WALLET 


BUT  HURRY-OFFER  ENDS  JUNE  30 

Special  support  from  GM  vehicle  divisions  enables  Chevrolet,  Pontiac, 
Oldsmobile,  Buick,  Cadillac  and  GMC  Truck  dealers  to  offer  even  lower 
monthly  payments  on  SmartLease  deals  through  June  30. 

Now  it's  smarter  than  ever  to  obtain  your  GM  dream  tlirough  GMAC's  SmartLease 
program.  To  begin  with,  SmartLease  can  be  more  affordable  than  purchasing.  And 
now  until  June  30,  1989,  you  can  take  advantage  of  even  lower  monthly  payments  on 
select  new  Chevrolets,  Pontiacs,  Oldsmobiles,  Buicks,  Cadillacs  and  GMC  Trucks. 

Which  means  that  SmartLease  not  only  can  help  you  drive  the  GM  vehicle  of  your 
dreams,  but  because  of  even  lower  monthly  payments,  you  can  pursue  some  of  life's 
other  dreams.  With  more  Washingtons,  Lincolns,  Hamiltons,  Jeffersons  and  Jacksons 
in  your  wallet. 

So  ask  your  GM  dealer  about  this  special  SmartLease  offer  today  Don't  wait— offer 
ends  June  30.  Get  into  your  GM  dream  the  smart  way  with  SmartLease  by  GMAC. 
And  you'll  be  glad  that  you  did. 

GMAC  is  an  Equal  Credit  Oppurtiiuitx  Companv 

SM4l77t£4S£ 


CHEVROLET 

PONTIAC 
OLDSMOBILE 
BUICK 
CADILLAC 
GMC  TRUCK 


c  1989  GMAC  All  Rights  Reserved 


tyyGMAC 
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FHE  SMOG  OF  DISAGREEMENT 
^LAYING  A  NEW  CLEAN-AIR  ACT 

f 

■  s 


he  Bush  Administration  has  gotten  off  to  a  fumbling 
start  on  environmental  issues,  what  with  its  slow  re- 
sponse to  the  Alaska  oil  spill  and  its  clumsy  handling  of 
le  potent  issue  of  global  warming.  But  a  rewrite  of  the  Clean 
ir  Act  is  the  big  one,  and  George  Bush  still  has  a  chance  to 
itablish  himself  as  an  environmentalist. 
The  Administration's  attempt  to  write  legislation  with 
'Ugher  rules  on  acid  rain,  toxic  air  pollution,  and  urban  smog 
not  going  smoothly,  however.  After  more  than  three 
onths,  the  effort  has  produced  deep  disagree- 
ents  among  top  aides.  Cost-conscious  officials  at 
le  Office  of  Management  &  Budget  advocate  a 
lutious  approach.  The  Environmental  Protection 
gency  is  arguing  for  a  more  aggressive  plan. 
Meanwhile,  members  of  Congress  and  environ- 
entalists  are  raising  questions  about  how  tough 
le  proposal  will  be.  "The  President  has  been 
lying  he  wants  to  be  the  environmental  Presi- 
jnt,"  says  Richard  E.  Ayres,  chairman  of  the 
ational  Clean  Air  Coalition,  an  alliance  of  envi- 
inmental  groups.  "This  is  the  major  test.  From 
hat  I've  heard  so  far,  it  doesn't  look  good." 
yres's  big  fear  is  that  the  proposal  will  give  too 
uch  weight  to  the  costs  of  pollution  controls  and 
)t  enough  to  the  health  risks. 
The  White  House  Domestic  Policy  Council 
ans  to  present  a  long  list  of  options  to  Bush  in 
id-May.  Resolution  of  a  number  of  issues,  including  targets 
ir  reduced  smokestack  emissions,  will  be  left  to  the  Presi- 
;nt.  That  has  already  forced  the  White  House  to  delay  sub- 
itting  the  proposal  to  Congress  until  June. 
iiDER  FIRE.  Acid  rain  will  pose  one  of  the  toughest  issues 
ir  President  Bush.  On  the  crucial  question  of  reducing 
ilfur-dioxide  emissions,  the  President  may  be  presented  with 
)als  ranging  from  a  reduction  of  7  million  tons  to  10  million 
ns  over  a  variety  of  time  periods.  The  arguments  will  come 
)wn  to  how  much  reduction  U.  S.  industry  can  afford. 
There's  been  a  lot  of  discussion  about  how  to  do  things 


in  a  cost-effective  way,"  says  one  White  House  official. 

Aides  are  also  struggling  with  proposals  on  toxic  air  pollut- 
ants— mostly  carcinogens — and  smog.  A  leaked  options  paper 
on  toxics  drew  fire  from  environmentalists  and  congressional 
Democrats  because  they  thought  it  let  polluters  off  the  hook 
too  easily.  Administration  aides  have  since  rewritten  parts  of 
the  draft.  But  most  of  the  options,  including  the  controversial 
greater  reliance  on  cost-benefit  analysis,  are  still  on  the  table, 
say  Administration  officials. 

The  Domestic  Policy  Council — which  includes 
EPA  Administrator  William  K.  Reilly,  Budget  Di- 
rector Richard  G.  Darman,  and  Energy  Secretary 
James  D.  Watkins — will  find  some  issues  it  can 
agree  on.  There's  a  consensus  to  give  industry 
and  state  governments  more  flexibility  in  meeting 
a  variety  of  emissions  goals.  That  once  controver- 
sial idea  is  gaining  popularity  in  Congress. 

The  Administration  is  confident  that  its  propos- 
al will  be  seen  as  credible.  But  Bush  couldn't  have 
picked  a  tougher  issue  to  stake  his  environmental 
reputation  on.  Congress  has  struggled  for  eight 
years  to  rewrite  the  Clean  Air  Act,  but  it  has 
failed  to  break  a  tangle  of  regional  interests.  This 
year,  the  political  equation  has  changed.  George 
J.  Mitchell,  from  acid-rain-soaked  Maine,  has  re- 
placed Robert  C.  Byrd,  from  coal-mining  West 
Virginia,  as  Senate  Majority  Leader.  That  has 
greatly  strengthened  environmental  forces  on  the  Hill. 

Bush  will  get  credit  for  grappling  with  an  issue  that  Presi- 
dent Reagan  ducked.  But  he  has  some  environmental  ground 
to  make  up  first.  The  Administration's  most  recent  stumble: 
After  vowing  during  the  campaign  to  lead  international  efforts 
to  address  the  problem  of  global  warming.  Bush  is  resisting 
calls  for  international  action.  Looking  on  the  bright  side,  one 
Administration  official  notes  that  things  could  be  worse.  "No 
matter  how  bad  we're  screwing  up,"  he  says,  "we're  not 
screwing  up  as  badly  as  Exxon  is." 

By  Vicky  Cahan  and  Richard  Fly 


APITAL  WRAPUPI 


REGULATORS 


The  latest  speculation  about  a  new 
chairman  for  the  Securities  &  Ex- 
change Commission  focuses  on  New 
iork  commodities  lawyer  Thomas  Rus- 
;o.  But  the  fact  that  names  continue  to 
bubble  up  in  Washington  indicates  that 
President  Bush  is  still  not  close  to 
laming  a  successor  to  Chairman  David 
5.  Ruder.  Meanwhile,  the  five-member 
;ec  is  rapidly  becoming  depopulated. 
Commissioner  Joseph  A.  Grundfest  is 
wondering  an  open  offer  to  return  to 
;he  Stanford  University  Law  School 
his  summer.  Commissioner  Edward  H. 
Fleishman  is  expected  to  leave  unless 
le's  named  chairman.  Charles  C.  Cox's 


renomination  is  moldering  in  the  Sen- 
ate. And  the  term  of  the  newest  mem- 
ber, Mary  L.  Schapiro,  expires  in  June. 

TRADE  

Legislation  requiring  foreign  inves- 
tors to  disclose  holdings  in  U.  S. 
companies  is  coming  back  to  life  in  the 
House.  Representative  John  W.  Bryant 
(D-Tex.)  plans  to  push  for  a  floor  vote 
on  the  measure  within  the  next  month 
or  so.  Although  the  provision  has  the 
strong  backing  of  Speaker  Jim  Wright 
(D-Tex.),  it  has  been  opposed  by  some 
powerful  committee  chairmen.  The 
measure  passed  the  House  as  part  of 
the  1988  Trade  Act  but  died  in  a 
House-Senate  conference. 


DEFENSE 


The  surprise  announcement  of  AT&T 
Bell  Labs  Executive  Vice-President 
Solomon  Buchsbaum  that  he  didn't 
want  a  top  Pentagon  job  has  sent  De- 
fense Secretary  Richard  B.  Cheney 
scrambling.  Buchsbaum  cited  unspeci- 
fied "personal  reasons"  in  declining  on 
May  8  to  be  named  Under  Secretary 
for  Acquisition.  Pentagon  aides  specu- 
late that  Buchsbaum  may  have  been 
influenced  by  tough  new  ethics  rules 
that  could  severely  limit  his  future  em- 
ployment. Michael  P.  W.  Stone,  former 
Army  Under  Secretary,  has  been 
named  acting  acquisitions  chief  and 
may  end  up  keeping  the  job. 


iHlfslGTON  OUTLOOK 


America  is  hooked  on  foreign 
oil.  Today^  we  import  almost  40 
percent  of  the  oil  we  use— even 
more  than  in  1973^  when  the 
Arab  embargo  plunged  us  into 
gas  lines^  rationings  and 
recession. 

The  more  we  can  use  nuclear 
energy  instead  of  imported 
oil,  to  generate  electricity,  the 
less  we  have  to  depend  on 
foreign  nations. 


The  110  nuclear  plants  in  the 
U.S.  have  cut  our  foreign  oil 
dependence  by  over  three  billion 
barrels  since  1973.  And  they 
have  cut  foreign  oil  payments  by 
over  one  hundred  billion  dollars. 

But  110  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

To  help  kick  the  foreign  oil 
habit^  we  need  to  rely  more  on 


our  own  energy  sources^ 


like 


nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to  the  U.S.  Council 
for  Energy 
Awareness^ 
P.O.  Box  66103, 
Dept.  SN26, 
Washington^ 
D.C. 20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


'01989  USCEA 


Nuclear  energy  means  more  energy  independence. 


Risk  control  for  businesses  that  bruise  easily* 


When  you  ship  $1.2  billion  worth  of  bananas 
worldwide,  a  small  flip  in  currency  exchange  rates 
could  make  a  big  difference  in  profits. 

Chiquita,  like  many  smart  international  compa- 
nies, gets  a  good  grip  on  those  risks  with  currency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  -  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
national Monetary  Market,  they've  found  it  easy  to 
slip  in  and  out  of  currency  options  quickly 

"The  IMM  is  where  all  information  that  impacts 
foreign  exchange  prices  comes  together,"  says  David 
Groelinger,  Chiquita  VP  and  Treasurer  "That's  where 
the  most  efficient  pricing  takes  place.  " 

Even  more  efficient  when  Globex™  becomes 
available  next  summer  The  new  electronic  system 
will  operate  after  regular  trading-hours, 
making  it  possible  to  trade  around  the 
world,  around  the  clock. 


If  you're  like  the 
top  bananas  at  Chiquita, 
and  don't  want  your  international  earnings  frittered 
away,  the  CME's  currency  futures  and  options  should 
hold  great  appeal  for  you. 

CHICAGO 
sssss:  MERCANTILE 
EXCHANGE 

The  Exchange  of  Ideas 

1-800-331-3332  (US)  01-920-0722  (Europe)  03-595-2251  (Pacific) 
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WEST  GERMANY  I 


THE  EVEN-BIGGER  SHADOW 
DAIMLER  COULD  CAST 


i 


As  it  closes  in  on  MBB,  Europe  worries  about  its  power 


Ei 


Idzard  Reuter  has  long  dreamed  of 
turning  West  Germany's  $39  billion 
I  Daimler-Benz  into  a  sleek,  integrat- 
ed, high-tech  giant.  Now,  with  the  pro- 
posed purchase  of  Messerschmitt-Bol- 
kow-Blohm  (MBB),  Reuter  may  be  closing 
in  on  his  goal,  despite  last-minute  resis- 
tance from  parts  of  Germany's  business 
and  political  Establishment.  Daimler  is 
already  Europe's  largest  nonoil  industri- 
al company.  If  Reuter  succeeds,  it  will 
carry  major  implications  for  the  rest  of 
the  Continent  and  even  for  the  U.  S. 
aerospace  and  defense  industries. 

The  tough,  wiry  61-year-old  Reuter 
has  made  large  acquisitions  in  electron- 
ics and  aerospace  since  1985,  attempting 
to  ease  Daimler's  dependence  on  autos 
and  trucks.  But  the  acquisition  of  $3.7 
billion  aerospace  and  defense  contractor 
MBB,  heavily  subsidized  by  the  federal 
government  and  partly  owned  by  three 
state  governments,  would  nail  down  the 
transformation  of  Daimler.  In  a  compli- 
cated series  of  transactions,  Daimler 
would  pay  $900  million  for  a  controlling 
interest  of  just  over  50%  in  MBB.  Overall, 
Daimler  would  become  a  $43  billion  com- 
pany, with  firm  stakes  in  vehicles,  elec- 
tronics, and  aerospace  (table). 

Perhaps  the  last  gasp  of  resistance 
within  Germany  came  on  Apr.  21,  when 
the  powerful  Cartel  Office  blocked 
Daimler's  takeover  of  MBB  on  the 
grounds  it  would  give  Daimler  a  lock  on 
German  defense  markets.  Reuter  has 
lodged  an  appeal  with  young  Economics 
Minister  Helmut  Haussmann,  who  is 
now  the  man  on  the  hot  seat.  Hauss- 
mann has  until  the  end  of  August  to 
override  the  Cartel  Office  on  the 
grounds  of  superior  national  interest. 
IN  A  FLAP.  It  will  be  a  tough  call.  Large 
segments  of  Haussmann's  Free  Demo- 
cratic Party,  junior  partners  in  Chancel- 
lor Helmut  Kohl's  coalition,  are  leery  of 
Daimler's  seemingly  unstoppable  rise  to 
power.  Besides  being  Germany's  biggest 
industrial  company,  Daimler  has  the 
countrj''s  largest  bank,  Deutsche  Bank, 
as  its  biggest  single  shareholder,  with  a 
28.5%  stake.  It  is  easy  for  populist  politi- 
cians to  hint  at  dangers  of  a  revival  of 
the  huge  financial-industrial  combines 
such  as  Krupp  that  dominated  Germa- 


ny in  the  years  before  World  War  II. 

Groups  of  small  and  medium-size  busi- 
nesses close  to  Kohl's  Christian  Demo- 
cratic Party  also  fear  that  with  MBB  in 
its  embrace,  Daimler  would  be  the  only 
buyer  of  subcontracted  supplies  and 
work  in  aerospace  and  defense.  The  Car- 
tel Office  estimates  that  an  enlarged 
Daimler  would  get  over  half  the  $110 
billion  in  long-term  procurement  pro- 


jor  player  in  making  Europe's  Tornadl." 
strike  aircraft  and  developing  the  Eurc 
pean  Fighter  Aircraft,  sponsored  b;  i  t 
Britain,  Italy,  and  Spain  as  well  as  Gei  sin 
many.  And  as  Europe  attempts  to  dis  e 
mantle  its  internal  market  barriers  b;  r\' 
1992,  Daimler  will  raise  com.petitive  pres  s 
sures  on  the  much  more  fragmented  aiK  ts 
heavily  protected  defense  industries  o  lie 
other  European  nations.  >  :z 

Daimler  also  will  assume  r€  m 
sponsibility  for  Germany's  38?  1 1 
participation  in  the  four-natioi  Itl 


REUTER  AND  MSB'S  LEOPARD  TANK: 
DAIMLER  WOULD  6ET  A  LOCK  ON       f  ' 
GERMANY'S  DEFENSE  MARKET 


HOW  MBB  WOULD  ADD 
TO  DAIMLER'S  LINEUP 


1988  sales 

Billions  of  dollars 

DAIMLER-BENZ 

^  Autos  and  trucks 

$29.1 

^  Electronic  and  electrical 

engineering,  appliances 

7.1 

^  Aerospace  and  defense 

2.6 

MBB 

>■  Aerospace  and  defense 

3.7 

DATA:  COMPANY  REPORTS 


grams  budgeted  by  Germany's  Defense 
Ministry,  as  well  as  over  609?:  of  its  $18 
billion  research-and-development  effort. 
Despite  these  concerns,  however,  the 
German  government,  banks,  and  corpo- 
rate leaders  are  likely  to  push  the  deal 
through. 

Daimler's  potential  clout  in  defense 
has  other  Europeans  in  a  flap,  too.  "If 
you  want  to  do  defense  business  with 
German  industry,  you'll  have  to  talk  to 
Daimler— there  won't  be  anybody  else," 
warns  Piers  Whitehead,  defense  analyst 
at  London  brokers  Robert  Fleming  Ltd. 
Daimler  will  immediately  become  a  ma- 


Airbus  Industrie  consortium,  which  has  , 
run  chronic  losses  in  its  battle  agains' 
Boeing  Co.  and  McDonnell  Douglas  ijj 
Corp.  British  Aerospace,  a  20%  share  ^■ 
holder  in  Airbus,  is  eager  to  get  Daimi- 
ler's  aid  in  weaning  the  Toulouse-base< . 
Airbus  from  subsidies  and  tighteninji 
cost  controls.  "Our  whole  system  hai 
got  to  be  motivated  merely  by  business 
considerations — by  a  profit  motive,' 
says  Adam  Brown,  Airbus  vice-presideni 
for  strategy.  | 
A  revitalized  German  role  in  Airbus 
could  trigger  new  political  and  competi 
tive  spats  with  U.  S.  airplane  builders 
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mler  will  get  up  to  $2.3  billion  of 
sidies  from  the  German  government 
over  exchange-rate  losses  on  existing 
ous  programs.  But  paradoxically,  the 
5.  will  get  closer  to  its  longtime  goal 
mrging  subsidies  from  Airbus:  Daim- 
won't  get  government  handouts  on 
'  programs,  and  subsidies  on  the  old 
end  in  1999. 

LY  GRAIL.'  An  enlarged  Daimler— 
1  twice  the  overall  sales  of  United 
hnologies  Corp.  and  more  than  either 
ing  or  McDonnell — has  the  clout  to 
a  major  competitor  on  many  fronts, 
uding  tanks,  missiles,  and  helicop- 
;.  "Daimler  is  building  one  of  the 
at  global  companies,  [with]  one  of  the 
;t  technologically  advanced  product 
s  in  the  world,"  says  Steven  H.  Na- 
rney,  chief  international  strategist  at 
V  York's  Shearson  Lehman  Hutton. 
•espite  the  delay  on  MBB  approval, 
iter  is  moving  ahead  to  restructure 
mler  in  anticipation  of  bringing  MBB 
.  the  fold.  On  J  me  28,  shareholders 
expected  to  approve  Reuter's  plan  to 
1  Daimler  into  a  holding  company 
1  three  industrial  components:  Mer- 
ss-Benz  to  make  autos  and  trucks, 
1  for  electronic  and  electrical 
ineering,  and  a  new  entity  called 
itsche  Aerospace.  This  division  will 
formally  launched  on  May  19,  and  it 
A'here  MBB  will  wind  up,  assuming 
issmann  approves  the  deal, 
[aussmann  says  a  favorable  ruling 

Daimler  is  "not  automatic."  But 
L's  mainly  to  appease  state  and  local 
ernments  and  industry  bodies.  Some 
lis  advisers  are  less  buttoned  down, 
lere  is  no  alternative,"  insists  Erich 
dl,  aerospace  coordinator  in  Hauss- 
in's  ministry.  Riedl  is  also  unsparing 
lis  criticism  of  opponents  of  the  deal, 
)m  he  calls  "self-appointed  keepers  of 

Holy  Grail  of  the  market  economy." 
7hat  makes  the  deal  seem  sure  to  go 
)ugh  is  that  it  was  Bonn's  idea  in  the 
t  place.  The  Kohl  administration,  des- 
ate  to  stop  pouring  subsidies  into 
5's  Airbus  unit,  wooed  several  poten- 

marriage  partners  for  MBB,  such  as 
!tronics  giant  Siemens  and  auto  com- 
^y  Bavarian  Motor  Works.  But  Reu- 

and  Daimler  were  the  only  takers, 
f  Europe  wants  to  build  giants  that 

compete  against  both  the  Americans 
i  Japanese,  many  Europeans  feel  they 
e  little  choice  but  to  allow  a  wave  of 
solidations.  Reuter's  critics  are  wor- 
1  about  Daimler's  clout  in  the  domes- 
German  market,  but  Reuter  has  his 
s  fixed  firmly  on  global  competition, 
despite  the  display  of  angst,  the  Ger- 
ns  appear  well  on  their  way  to  creat- 

a  giant  that  will  help  shape  the  fu- 
e  of  Europe  itself. 

Sy  John  Templeman  in  Stuttgart,  with 
'-k  Maremont  in  London  and  bureau 
arts 


Commentary /by  Amy  Borrus 

FOR  JAPAN,  THE  DAY  OF  RECKONING 
ON  TRADE  HAS  FINALLY  ARRIVED 


To  hear  Japan's  Washington  lobby- 
ists tell  it,  the  Bush  Administra- 
tion's tougher  trade  policy  is 
courting  diplomatic  disaster.  If  U.  S. 
Trade  Representative  Carla  A.  Hills 
highlights  Japan  for  possible  retalia- 
tion under  the  new  trade  law,  the  lob- 
byists claim,  Tokyo  will  only  become 
more  intransigent.  In  the  end,  they 
say,  the  whole  spectrum  of  bilateral 
relations  will  suffer. 

That's  nonsense.  Down  deep,  Tokyo 
has  known  for  months  that  Hills  has 
no  choice  but  to  act.  The  trade  law's 
"Super  301"  provision  that  compels  her 
to  select  targets  was  written  with  Ja- 


U.S.  BEEF  IN  JAPAN:  CONCESSIONS  HAVE  BEEN  MARGINAL 


pan  in  mind.  But  the  measure  alone  is 
no  panacea.  Washington  needs  to  start 
setting  firm  goals  for  trade. 

The  trade  law  lets  the  U.S.  take 
such  "aflfirmative  action,"  and  the  need 
for  action  is  clear.  Dollar  devaluation 
and  a  decade  of  trade  talks,  tariff  cuts, 
memorandums  of  understanding,  and 
even  sanctions  haven't  helped.  Conces- 
sions Washington  won  allowing  in 
more  U.  S.  beef  and  citrus  fruit  have 
produced  only  marginal  results.  And 
efforts  to  slash  the  U.  S.  budget  deficit 
to  curb  consumption  and  imports  have 
failed  because  Congress  and  the  Ad- 
ministration are  deadlocked  over  the 
budget.  Hence  the  calls  from  many 
U.  S.  economists  and  ofl^icials  for  a 
"managed"  or  "results-oriented"  trade. 
'REAL  ANTAGONISM.'  Simply  Opening 
markets  won't  overcome  Japan's  aver- 
sion to  foreign  products,  the  managed- 
trade  advocates  argue.  They  say  Wash- 
ington must  persuade  Tokyo  to 
allocate  specific  shares  of  its  markets 
to  the  U.  S.  Or  the  U.  S.  and  Japan 
should  agree  on  a  trade  balance — and 
then  let  Tokyo  figure  out  what  U.  S. 
goods  to  buy  to  reach  the  goal.  This 


hardened  approach  reflects  a  broader 
political  consensus  for  managed  trade 
than  ever  before.  With  numerous  re- 
straint agreements  already  in  place, 
the  temptation  to  expand  managed 
trade  is  probably  too  great  to  resist. 

For  example,  voluntary  curbs  al- 
ready limit  exports  of  Japanese  autos 
and  steel.  And  the  1986  bilateral  semi- 
conductor accord  between  Washington 
and  Tokyo  forced  Japanese  suppliers  to 
stop  dumping  and  abide  by  quotas. 

Letters  signed  along  with  the  deal 
also  seek  to  provide  American  produc- 
ers a  20%  market  share  by  1991.  But 
Washington  and  Tokyo  disagree  over 
whether  that  share  is, 
in  fact,  guaranteed.  The 
U.  S.  now  has  only  10% 
of  the  Japanese  chip 
market,  a  shade  more 
than  what  it  had  when 
the  deal  was  signed. 

The  Japanese  say 
that  U.  S.  manufactur- 
ers lack  capacity  to  ship 
many  more  chips  to  Ja- 
pan, and  that  they  don't 
make  enough  of  the 
types  of  semiconductors 
the    Japanese  want 


most.  But  those  sorts  of  arguments 
have  been  made  many  times  before.  To 
work,  market-share  agreements  must 
be  specific  and  enforceable. 
NO  HEADWAY.  Specific,  tough  measures 
are  needed  because  Japan  is  a  unique 
case,  where  conventional  trade  policies 
don't  work.  While  dollar  devaluation 
has  cut  the  trade  deficit  with  Europe 
in  half  in  three  years,  the  surplus 
with  Japan  hasn't  budged.  So  it's  up 
to  the  trade  negotiators  to  produce 
results. 

Good  candidates  for  such  deals 
would  be  industries  such  as  supercom- 
puters and  telecommunications.  The 
U.  S.  is  clearly  competitive  in  these  ar- 
eas, but  neither  industry  has  been  able 
to  make  much  headway  in  Japan.  After 
five  years  of  a  supposedly  open  door  in 
telecommunications,  U.  S.  suppliers 
still  have  only  2.4%  of  Japan's  market. 
In  telecommunications  and  other  fields, 
say  the  trade  hawks,  it's  enough  for 
now  for  Japan  to  know  that  doors  will 
close  in  the  U.  S.  if  something  doesn't 
change.  The  Japanese  have  long  been 
preparing  for  such  a  shock.  It  has  now 
arrived. 
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Some  people  claim  you  can't  see  the  future— 
lut  they're  not  spending  $600  million  a  year  on 
esearch  and  development. 

We  see  computers  you  converse  with,  compu- 
ers  capable  of  independent  thought,  computers 
nade  of  organic  material. 

And  we're  seeing  them  more  clearly  every  day. 

We're  Bull.  A  computer  company  for  a  busi- 


ness environment  that's  faster,  harder,  and 
more  punishing  every  year.  An  environmient  in 
which  traditional  ideas  no  longer  work. 

To  succeed  today,  you  need  a  different  kind 
of  computer  company.  A  new  one. 

Know  Bull. 

1-800-543-6699.  Phone  for  a  copy  of  our 
corporate  brochure. 


Worldwide 
Information 


Systems 


Why  domestic  experience  doesn't  count 
in  international  sliipping. 


A  lot  of  domestic  express  companies  are  find- 
ingout  the  hard  way  that  international  shipping  is 
a  whole  different  world. 

That's  why  you  should  call  DHL,  the  World's 
Express  Company. 

DHL  has  been  around  long  enough  to  knov. 
that  every  detail  counts.  Like  knowing  the 
languages,  local  restrictions  and  customs 
regulations  in  over  ]  70  nations.  The  fact 
is,  we've  got  more  people  in  more  places 
handling  more  international  packages 


than  Federal  Express,  Emer>' and  Airborne  combined. 

So,  next  time  you're  shipping  a  package  to  the 
Far  Side  of  the  world,  don't  monkey  around  with  a 
domestic  company.  Call  DHL. 

We'll  deliver  it  right,  without  a  slip-up. 


1-800-CALLDHL 

In  Canada  1-800-367-338" 


WORLDWIDE  EXPRESS 


The  World's  Express  Company 
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VITH  A  LINEUP  LIKE  THIS, 
VHO  NEEDS  CHARISMA? 


eed  buys  its  way  to  the  top  in  travel  guides 


n  a  world  of  swashbuckling  media 
tycoons,  Peter  J.  Davis,  chief  execu- 

Itive  of  Reed  International  PLC,  is  a 

ey  flannel  suit.  For  nearly  a  year,  Da- 

;  had  one  of  the  richest  purses  in  pub- 

hing,  with  $1.3  billion  in  cash  and  may- 
$2    billion  in 

rrowing  power. 

it    as  several 

ijor  publishers 

anged  hands  for 

;ord  prices,  Davis 

itched. 

Mo  more.  In  early 
ly,  Davis  agreed 
pay  $825  million 
r  Rupert  Mur- 
ch's  Travel  In- 
rmation  Group, 
lich  will  make  him 
i  largest  publish- 
in  the  travel  in- 
stry.  His  push  to 
nake  Reed  into  a 
5  billion  publish- 
^  giant  began 
)rtly  after  his  ar- 
al  from  super- 
irket  group  J 
insbury  PLC  in 
^6.  His  predeces- 


DAVIS  BUILT  A  MEDIA  GIANT  IN  3  YEARS 


•  had  already  trimmed  the  conglomer- 
•,  but  Davis'  solution  was  to  dump 
•ee  manufacturing  businesses  supply- 
;  half  its  revenues  and  use  the  pro- 
ids  to  expand  pubhshing  operations. 
'AL  BIDS.  This  ninety-degree  turn  re- 
ired  daring.  Reed  had  a  billion-plus 
lars  in  the  bank  and  a  market  capital- 
tion  of  only  $4.3  billion,  making  it  vul- 
•able  to  predators.  It  was  no  longer 
•ning  the  returns  on  its  cash  that  it 
lid  on  its  former  manufacturing  prop- 
ies,  and  investors  were  likely  to  be- 
ne concerned. 

^avis'  first  attempts  to  buy  big  failed. 
5  friendly  offer  for  Pearson  PLC,  own- 
of  The  Financial  Times,  was  re- 
Sfed.  He  lost  out  to  Robert  Maxwell  in 
auction  for  Oflficial  Airline  Guides 
:.,  the  U.  S.  counterpart  to  Reed's  ABC 
)rld  Airways  Guide.  So  Reed  splurged 
smaller  deals,  buying  British  newspa- 
•s  and  U.  S.  trade  magazines.  The  pur- 
ises  made  Reed's  Cahners  Magazines 
t  the  leading  U.  S.  trade  publisher. 
3avis  talked  with  Murdoch  for  a  year 
)ut  the  Travel  Information  Group.  Su- 


perficially, Murdoch  got  the  better  deal, 
paying  $340  million  for  the  company  in 
1984  and  now  selling  it  for  more  than 
twice  that  amount,  at  a  steep  29  times 
net  earnings.  But  the  buy  gives  Reed 
the  leading  U.  S.  hotel  directory  and 
enough  trade  maga- 
zines to  make  it 
No.  1  in  travel 
publishing. 

Da\is  intends  to 
expand  his  new  com- 
pany by  selling  the 
Hotel  &  Travel  In- 
dex beyond  its  U.  S. 
base  and  by  bring- 
ing the  ABC  airline 
guide  into  the  U.  S. 
He  is  also  thinking 
of  putting  color-pic- 
ture descriptions  of 
hotels  on  travel 
agents'  computers 
through  airline  res- 
ervation systems. 

Reed  has  now 
used  up  its  cash, 
which  "takes  the 
pressure  off."  says 
Davis.  Analysts  fig- 
ure its  earnings, 
now  about  $470  million,  will  start  to  pick 
up  next  year.  More  importantly,  Reed 
has  been  transformed  into  a  world  lead- 
er in  publishing  in  just  three  years.  For 
Davis,  that  seems  recognition  enough. 

By  Mark  Maremont  in  London 


BRITAIN  I 


SHAKEUP 
AT  GLAXO 


A  new  CEO  is  readying  a  global 
R&D  and  marketing  push 


F; 


lor  years  now,  Britain's  Glaxo  Hold- 
lings  PLC  has  wrestled  with  the 
problems  of  success  and  succes- 
sion. With  Chairman  Paul  Girolami  at 
the  helm,  the  company  has  grown  in  the 
1980s  from  a  midsize  European  pharma- 
ceutical company  to  the  global  No.  2,  be- 
hind Merck  &  Co.  Glaxo's  secret:  Zantac, 
an  anti-ulcer  drug.  But  rivals  and  inves- 


tors always  asked  the  big  question:  How 
would  the  company  sustain  its  growth, 
and  who  would  lead  the  charge? 

Now,  Glaxo  is  coming  back  with  clear 
answers.  In  a  stunning  shakeup  on  May 
9,  Girolami  tapped  Ernest  Mario,  head  of 
the  company's  North  and  South  Ameri- 
can operations,  to  be  Glaxo's  new  chief 
executive  and  heir  apparent  as  chair- 
man. Mario,  50,  was  elevated  over  chief 
executive  Bernard  D.  Taylor,  who  imme- 
diately resigned.  The  appointment  of 
Mario,  an  American  known  for  his  mar- 
keting skills,  signals  the  company's 
strong  commitment  to  pushing  a  whole 
range  of  new  drugs  more  aggressively 
worldwide.  Says  Mario:  "We  will  forgo 
some  of  the  spectacular  earnings  growth 
to  pour  more  money  into  research  and 
marketing." 

SPEED  IS  KEY.  The  shakeup  came  only 
days  after  Glaxo  revealed  details  of  25 
new  products  in  its  research-and-devel- 
opment  pipeline.  Among  them  are  three 
potential  big  sellers — drugs  to  attack  mi- 
graine headaches,  the  nausea  linked  to 
cancer  treatments,  and  asthma.  To  de- 
velop these  drugs  quickly,  Glaxo  plans 
to  boost  R&D  spending  32%  over  each  of 
the  next  two  years.  This  year  alone,  it 
will  spend  $500  million  on  R&D  in  the 
U.  S.,  Britain,  Italy,  and  Japan.  Getting 
the  new  products  out  fast  is  critical:  Zan- 
tac represented  nearly  50%  of  Glaxo's 
1988  sales  of  $3.4  billion  and  even  more 
of  its  $1.4  billion  in  pretax  profits. 

Equally  important,  Mario  plans  to 
beef  up  Glaxo's  worldwide  marketing. 
He  will  increase  Glaxo's  sales  force  by 
two-thirds,  to  5,000  over  the  next  five 
years,  and  allow  subsidiaries  to  tailor 
their  sales  plans  to  their  own  countries. 
That  "entrepreneurial"  approach,  as 
Mario  calls  it,  helped  Glaxo  score  big  in 
the  U.  S.  Under  Mario,  who  joined  Glaxo 
in  1986  after  nine  years  at  Squibb  Corp., 
U.  S.  sales  rocketed  threefold,  to  $1.6  bil- 
lion. The  company  beat  back  competition 
from  Tagamet,  SmithKline  Beckman 
Corp.'s  anti-ulcer  drug. 

Mario's  trickiest  task  may  be  main- 
taining smooth  relations  with  Girolami, 
63.  The  chairman  has  a  reputation  for 
being  domineering  and  has  clashed  with 
other  Glaxo  executives,  provoking  sever- 
al departures.  Before  accepting  his  new 
job,  Mario  exacted  a  promise  that  he 
would  be  given  free  rein  and  that  all 
other  executives  would  report  to  him.  "I 
told  him  you  cannot  expect  me  to  do  this 
unless  I  have  all  of  the  pieces,"  he  says. 
Mario,  with  his  easygoing  style,  may  be 
more  successful  than  his  predecessors  in 
dealing  with  the  boss.  He'll  have  to  be: 
Girolami  doesn't  have  to  retire  for  seven 
more  years. 

By  Richard  A.  Melcher  in  London,  with 
Joseph  Weber  in  Philadelphia 
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Come  see  Ihe  Canon 
Greater  Hartlord  Open 
July  6-9  or  watch 
It  on  CBS  Television 


With  the  one  and  only  Canon  FAXPHONE!"  It  offers 
outstanding  functional  excellence  in  personal  fax. 

And  no  wonder  Canon,  maker  of  America's  #1  Personal 
Copiers,  has  designed  personal  facsimile  especially  for  the 
needs  of  small  business.  And  to  make  sure  your  needs  are 
answered  perfectly  Canon  FAXPHONEs  are  available  in  a 
choice  of  models.  From  the  most  basic.  To  the  one  that's  a 
whole  business  communications  center 

We've  also  just  introduced  a  brand  new  model,  the 
FAXPHONE 15,  which  adds  advanced  business  phone  features 
to  basic  fax. 

Every  one  of  these  FAXPHONEs  is  simple,  reliable 
even  enjoyable  —  to  use.  And  can  help 
enhance  your  productivity  to  the  maximum. 

Personal  excellence  in  fax.  Well,  |"A\yr>l 
what  else  would  you  expect  from  Canon?      n/vxl  H  vJIn  t 
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FAXPHONE  25 
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HOW  BUSH  MAY  HELP  OPEN 

THE  DOORS  WIDER  FOR  SOVIET  JEWS 


When  Congress  passed  the  Jackson-Vanik  Amend- 
ment in  1974,  it  created  a  carrot  and  stick  to  help 
win  freedom  for  Jews  to  leave  the  Soviet  Union.  The 
law  penalized  Soviet  exports  to  the  U.  S.  but  offered  Moscow 
better  trade  treatment  in  return  for  expanded  emigration.  In 
practice,  the  result  has  been  an  erratic  outflow:  From  51,320 
Jews  in  1979  to  just  896  in  1984,  compared  with  34,733  in  1973. 
Now,  in  a  significant  change  of  policy.  President  George  Bush 
is  expected  to  try  wielding  the  amendment 
as  an  incentive  rather  than  as  a  punishment. 
By  waiving  trade  penalties  for  18  months. 
Bush  would  reward  President  Mikhail  S. 
Gorbachev  for  having  allowed  a  steep  rise  in 
Jewish  emigration — to  an  annual  rate  of 
42,000  so  far  this  year  (chart).  The  outflow 
will  accelerate  as  Jews  make  use  of  57,000 
exit  permits  granted  since  January.  And  by 
holding  out  the  prospect  of  future  exten- 
sions of  the  waiver.  Bush  would  encourage 
Gorbachev  to  open  the  door  even  wider. 
NEW  LAWS.  For  Bush,  lowering  U.  S.-Soviet 
tensions  by  means  of  a  waiver  would  help 
pave  the  way  for  a  summit  with  Gorbachev 
later  this  year.  Major  U.  S.  Jewish  groups 
are  likely  to  concur  with  Bush's  actions. 
They  believe  that  the  Soviets  will  take  sig- 
nificant action  to  make  immigration  rights  permanent  by  em- 
bodying them  in  new  laws.  During  Secretary  of  State  James 
A.  Baker's  May  10-11  visit  to  Moscow,  Soviet  officials  indicated 
that  they  will  decree  legislation  to  clarify  and  institutionalize 
emigration  rules  before  May  25,  when  the  new  Soviet  congress 
will  convene.  U.  S.  Jews  have  been  calling  for  such  a  codifica- 
tion to  alleviate  their  fears  that  the  emigration  gates  could 
slam  shut  again. 

An  earlier  chance  to  spur  Soviet  emigration  was  lost,  many 
Jews  believe,  when  U.  S.  Jewish  organizations  failed  to  call  for 
a  Jackson-Vanik  waiver  in  response  to  the  big  1979  outflow. 
Now,  although  the  amendment  refers  only  to  emigration,  Gor- 


MOSCOW  LETS 
MORE  PEOPLE  GO 


JEWISH  EMIGRANTS 


'85         '86  '87  '88  '89 

▲  thousands      -annual  rate  after  four  months 
data:  national  conference  on  soviet  jewry 


bachev  has  also  improved  conditions  for  Jews  within  the  Sovi  ■ 
Union.  Edgar  M.  Bronfman,  chairman  of  Seagram  Co.  m 
president  of  the  World  Jewish  Congress,  is  one  leader  who 
urging  U.  S.  Jews  not  to  miss  the  current  opportunity.  "Tl 
Soviets  have  done  everything  Jackson-Vanik  calls  for — ai 
more,  in  terms  of  internal  treatment  of  Jews,"  Bronfman  .^ay 
"If  I  can't  sell  [a  waiver],  I'm  a  lousy  salesman." 
So  many  Soviet  Jews  are  now  heading  for  the  U.  S.,  in  fat 
that  there  are  problems  absorbing  thei 
And  Gorbachev's  easing  of  curbs  on  religii 
and  Jewish  culture  is  stirring  a  new  U. 
debate:  Should  Soviet  Jews  be  entitled 
enter  as  refugees,  if  they  no  longer  a 
fleeing  a  "well-founded  fear  of  persec 
tion?"  Applying  that  criterion,  specified  1 
U.  S.  law  on  a  case-by-case  basis,  U.  S.  imn 
gration  officials  are  now  denying  refugi 
status  to  some  Soviet  Jewish  emigres.  I 
stead,  they  are  being  offered  a  special  .^t 
tus  that  allows  them  to  enter  the  U.  S.  wit 
out  official  financial  aid  or  the  right 
future  citizenship   At  Ladispoli,  a  tran^ 
area  near  Rome,  around  10,000  Soviet  Jev, 
are  waiting  for  U.  S.  visas.  To  catch  up  wij  ji 
the  backlog,  the  Administration  and  Co  ' 
gress  are  expected  to  boost  the  ceilings 
allow  about  30,000  Soviet  Jews  to  enter  as  refugees  this  ye; 

Longer  term,  if  Gorbachev's  glasjwst  continues,  the  U. 
seems  likely  to  classify  most  Soviet  Jews  like  other  prospe 
tive  immigrants— by  contrast  with  Israel,  which  wants 
many  as  it  can  attract.  Bronfman  expects  that  the  Soviets  w 
let  Israel  open  a  consulate  in  Moscow  and  start  issuing  vis£ 
possibly  by  next  summer.  Then,  Soviet  Jews  who  prefer  ti 
U.  S.  over  Israel,  as  many  do,  will  join  a  lengthening  list  at  t 
American  embassy  of  Armenians  and  other  would-be  iniii 
grants  to  the  U.  S.  That  would  be  one  more  sign  that  U. ;  ] 
Soviet  relations  are  normalizing.  |^ 
By  Rose  Brady  in  New  York  and  Bill  Javetski  in  Mosce  > 


GLOBAL  WRAPUP I 


BRITAIN 


On  the  heels  of  Margaret  Thatch- 
er's 10th  anniversary  as  Prime 
Minister,  the  Labor  Party  is  trying 
once  again  to  tone  down  its  election- 
losing  left-wing  image.  Party  leaders 
endorsed  the  results  of  a  policy  review 
that  gives  a  lukewarm  embrace  to  mar- 
ket capitalism  and  moderates  the  par- 
ty's vow  to  renationalize  industries 
sold  off  by  Thatcher.  Only  British  Tele- 
communications PLC  and  the  soon-to-be- 
privatized  water  authorities  are  target- 
ed for  early  return  to  public  control. 

The  key  test  of  how  far  Labor  has 
moved  will  be  a  proposal  to  abandon  its 
controversial  call  for  unilateral  nuclear 


disarmament.  This  issue  wifl  stir  the 
hottest  battle  at  next  fafl's  convention, 
which  must  ratify  the  new  positions. 
Ironically,  Labor  is  trying  to  shed  its 
nuclear  albatross  just  when  Thatcher 
faces  international  criticism  for  trying 
to  block  short-range  nuclear  disarma- 
ment in  Central  Europe.  Labor  hopes 
that  East-West  detente  will  progress 
so  far  by  the  early  1990s  that  Britain 
may  be  able  to  negotiate  away  its 
weapons  in  multilateral  talks. 

MEXICO  

•  y  firing  23,000  striking  Mexico 
^City  bus  drivers  and  dissolving 
their  bus  company  on  May  3,  President 
Carlos  Salinas  de  Gortari  refurbished 


his  tough-guy  image — somewhat  tar 
nished  by  a  three-week  teachers'  walk 
out.  The  crackdown,  in  the  midst  o 
crucial  talks  with  foreign  creditors, 
aims  at  deterring  other  unions  fror 
undermining  Mexico's  economy  by  foli 
lowing  the  teachers'  example. 

Salinas'  muscle-flexing  set  the  stag! 
for  a  restructuring  of  the  bus  compa' 
ny.  The  city  reinstated  the  drivers  witll 
a  147o  pay  hike — far  less  than  thei 
50%  demand.  But  after  six  months  thi 
company  will  become  a  cooperative- 
the  city  will  continue  to  manage  th' 
business,  but  the  drivers  will  own  i 
chunk  of  it.  That  will  give  workers  a 
incentive,  Salinas  hopes,  to  help  slas? 
the  buses'  $200  million  annual  deficit. 
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Innovation  is  the  base  of  tomorrow's  industry 


jr  almost  one  thousand  years  min- 
ig  and  iron  making  have  been  two 
'Sweden's  principal  industries  to 
hich  the  great  and  able  men  of  the 
mes  were  attracted.  Christoffer 
>lhem  was  one.  A  genius,  born  in 
le  Bergslagen  district  in  the  17th 
ntury,  applied  himself  among 
her  things  to  the  innovation  and 
"sign  of  new  machinery.  Unlike 
any  later  innovators  Polhem  had 
e  ability  to  bring  his  expertise  to 
■ar  on  many  of  the  aspects  of  daily 
eduction. 


The  move  from  idea  to  innova- 
tion may  perhaps  best  be  made  by 
an  exceptional  man  leading  a  small 
team.  A  business  needs  to  be  or- 
ganized before  an  innovation  can 
give  life  to  a  product.  This  requires 
the  systematic  application  of  capi- 
tal and  people.  When  successful, 
this  is  the  most  important  and  satis- 
fying part  of  industry.  Some  of 
todays  small  companies  may  be 
among  tomorrows  corporate  giants. 
For  this  reason  Kinnevik  dedicates 
the  major  portion  of  its  top  man- 


agement resources  to  the  formation 
of  new  ventures.  During  the  last 
ten  years,  Kinnevik  has  organized 
fourteen  new  companies  around 
new  products  or  services. 


More  than  fifty  years  of  entrepreneurship  under 
tfie  same  group  of  pnncipal  owners. 


lustriforvaltnings  AB  Kinnevik  is  an  investment  company  with  annual  sales  of  SEK  7,500  M  and  assets  of  SEK  11,200  M.The  head  office  is  in  Stockholm.  Operations  are 
iducted  through  wholly  or  partially  owned  subsidiaries.  Kinnevik's  business  areas  include:  forestry  and  manufacture  of  pulp  and  paper;  steel  production;  manufacture 
rock-drilling  equipment;  import,  retailing,  leasing  and  service  of  cars  and  earth-moving  machinery;  operation  of  cellular  mobile  telephone  and  digital  messaging 
stems;  operation  of  credit  card  phone  systems;  sale  of  data-communication  equipment;  satellite-TV  broadcasting;  publishing;  insurance  and  finance. 


A  long  list  of  joint  efforts  for  the  most 
respected  names  in  business  has 
proven  Daewoo  is  a  partner  you  can 
count  on.  But  as  valuable  as  Daevi/oo's 
i  reliability  is  its  old-fashioned  entre- 
preneurial zeal .  Daewoo  doesn 't  dwell 
on  obstacles  but  on  getting  things 
done,  which  is  why  in  just  over  20 
,  years  it  has  become  a  leader  in  such 
diverse  industries  as  shipbuilding  and 

i  aeronautics,  construction  and  trad- 

1 

i 

j  ing,  telecommunications  and  finance. 

i 

To  find  out  how  the  energy  behind 
Daewoo's  rapid  growth  could  spur 
your  own,  call  212-909-8200. 
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FOOD  I 


FRITO-LAY'S  COOKING  AGAIN, 
AND  PROFITS  ARE  STARTING  TO  POP 


I 


With  rival  Borden  in  hot  pursuit,  the  No.  1  snackmaker  has  spiced  up  its  product  line 


Few  companies  have  dominated  an 
industry  the  way  Frito-Lay  Inc.  has 
ruled  snack  foods.  But  for  a  while, 
the  company  seemed  to  lose  its  touch. 
Three  years  ago.  it  went  on  a  disastrous 
new-product  binge  that  produced  such 
unmemorable  footnotes  to  snack  food 
history  as  Stuffers  cheese-filled  snacks, 
Rumbles  granola  nuggets,  and  Toppels 
cheese-topped  crackers — or  as  one  ana- 
lyst called  them.  Stumbles,  Tumbles,  and 
Twofers.  The  products  did  not  sur\ive. 

The  misguided  foray  into  nonsalty 
snacks  cost  the  PepsiCo  Inc.  unit  pre- 
cious momentum,  which  it  has  just  be- 
gun to  regain.  It  didn't  help,  either,  that 
Elsie  the  Cow  has  been  giving  Frito-Lay 
some  kicks  in  the  shins.  Borden  Inc.  has 
built  the  only  other  national  snack  food 
network  by  acquiring  10  regional  compa- 
nies in  the  past  decade,  including  Snack- 
time  Co.  in  the  Midwest  and  Laura  Scud- 
der's  Inc.  in  the  West.  Borden's  snack 


CHIPPING  AWAY 
AT  FRITO-LAY 


Snacktime  acquisition  in  1987 — have  be- 
come the  leading  hard-and-crunchy,  ket- 
tle-cooked brand  and  an  important  entry 
in  the  fast-growing  premium  potato  chip 
segment.  Borden's  Cottage  Fries  and 
New  York  Deli  chips,  which  also  origi- 
nated as  regional  offerings,  are  likewise 
doing  well  in  national  rollouts. 

Premium-priced  products  such  as  ket- 
tle-cooked chips  have  grabbed  o''(  of  the 
S3.8  billion  retail  potato  chip  business. 
Frito-Lav  has  barelv  made  a  dent  in  the 


Many  of  the  items  got  lost  on  sto 
shelves,  and  sales  failed  to  take  o 
"They  believed  they  could  just  dream 
new  products  and,  with  their  sales  '< 
marketing  muscle,  foist  them  on  t 
American  consumer,"  says  W, 
Schaeffer,  president  of  DSD  Manai 
ment,  a  route-sales  consulting  firm 
Orange,  Calif.  The  frenzy  caused  a  Ic 
decline  in  operating  profits.  It  also  led 
the  resignation  of  President  Willard 
Korn  and  the  naming  of  then-Pepsi( 


1986 

1987 

1988 

U.S.  POTATO 

Billions  of  dollars* 

CHIP  MARKET 

$2.20 

$2.23 

$2.30 

MARKH  SHARE 

Percent 

FRITO-LAY 

40.0% 

40.0% 

37.5% 

BORDEN 

11.0 

11.0 

14.6 

PROQER  &  GAMBLE 

7.0 

8.8 

9.0 

ALL  OTHER  BRANDS 

42.0 

40.2 

38.9 

'Based  on  factory  soles 

DATA:  INDUSTRY  SOURCES,  BW  ESTIMATES 


sales  ai-e  still  less  than  one-third  of 
Frito-Lay's  $3.5  billion.  But  Borden  rep- 
resents the  most  aggressive  adversary 
Frito-Lay  has  faced  on  a  national  scale. 

In  a  business  where  new  products  are 
the  key  to  growth,  the  once-sleepy  dairy- 
company  has  outshined  Frito-Lay  in  sev- 
eral key  categories.  Its  KrunchersI  pota- 
to chips — which  came  with  Borden's 


category,  despite  owning  the  top  two  po- 
tato chip  brands.  Ruffles  and  Lay's. 
Frito-Lay  struggled  with  a  kettle  chip 
called  Kincaid  before  pulling  it  off  the 
market  in  1987.  It  is  now  testing  a  refor- 
mulated version.  Lay's  Crunch  Tators. 

Kincaid  was  part  of  the  new-product 
barrage  that  overloaded  Frito-Lay's  leg- 
endary 10,000-strong  sales  force  in  1986. 


LIGHT  MAKES  RIGHT:  FRITO-LAY'S  NEW, 
LOW-FAT  SNACKS  COST  LESS  TO  MAKE 

President  Michael  H.  Jordan  as  head 
newly   formed   PepsiCo  Worldwi< 
Foods,  based  in  Piano,  Tex. 

Jordan  quickly  killed  most  of  tJ, 
brands  from  the  class  of  '86  and  shifti' 
development  to  more  tradition 
snacks — with  much  tastier  results.  Frit'' 
Lay  is  busily  cooking  up  new  flavors 
successful  core  products.  Two  years  i 
ter  the  launch  of  Cool  Ranch  Dorit 
tortilla  chips,  the  flavor  accounts  f, 
one-quarter  of  the  81  billion  in  ret;' 
sales  for  the  entire  Doritos  brand. 

Now,  the  company  is  launching  lo- 
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fGood  help  isn't  hard  to  find.  If  s  waiting 
in  hne  at  the  fax  machine. 


Does  it  ever  seem  like  the  people  who  work  for 
'ou  are  spending  more  time  at  the  fax  machine 
md  less  time  at  their  desks? 

With  Western  Union's  OfficeAccess'"  software 
ind  electronic  messaging  services  you  can  keep 
hem  out  of  the  fax  lines.  It  allows  anyone  in 
'our  office  to  send  fax  directly  from  the  desktop 


terminal  where  the  message  was  composed. 

With  OfficeAccess  software  on  your  current 
terminal  system,  you  can  communicate  with 
your  customers,  your  suppliers,  your  field  offices 
and  the  general  public  through  electronic  mail, 
telex,  and  Western  Union's  Priority  Mail  Serv- 
icesf  as  well  as  fax.  And  you  can  do  it  all  from 

WESTERN 
UNION 


any  terminal  in  your  office. 

Whether  you're  using  IBM,  DEC,  Wang,  Apple 
or  almost  any  other  system,  OfficeAccess  can  give 
you  a  smarter,  more  efficient  office. 

Call  Western  Union  at  1-800-247-1373,  Dept. 
140.  And  find  out  how  to  help  your  bottom  line  by 
keeping  your  employees  out  of  the  fax  line. 


IM  Western  Unm  Corjoradon 


''The  key  to  global  performance  is 
uiiderstaiidiiig  local  markets'.' 


When  you're  searehing  for  opportunities  in  global  finance,  experience 
shows  that  any  answer  also  poses  questions:  Does  a  cost  advantage  out-  j' 
weigh  the  price  risk  involved?  Can  risks  be  mitigated  through  hedging  or  [ 
other  strategies?  How  can  implicit  yield  and  currency  considerations 
affect  total  return?  For  investors  and  borrowers  alike,  J.R  Morgans  world- 
wide financial  network  is  unequaled  in  its  ability  to  anticipate  the  ques- 
tions and  supply  the  answers.  By  providing  local-market  intelligence 
viewed  within  a  global  context,  we  can  help  you  make  the  right  moves 
when  tfic  timing  and  circumstances  are  right  for  your  objectives. 


.  In.„r|„- 


JPMorgaii 


roblems  facing  your  family-owned 
business? 


Introducing:  Tlie  BusinessWeek  Newsletter  for 
Family-Owned  Business 


Call  this  national 
toll-free  number 
and  charge  your 
subscription  to  any 
major  credit  card! 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed 
lo  be  a  totally  obiective  and  expert 
family  retainer  devoted  wtiolly  to  your 
interests  It  is  filled  witti  case  hislories, 
facts,  figures,  and  specific  answers 

In  eacti  biweekly  issue,  you'll  have 
access  to  new  developments  in 
accounting  controls,  equity  dilution 
prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and 
financial  planning  that  can  directly 
affect  your  business 


Few  executives  in  a  family  business 
realized  how  vulnerable  they  are  to 
certain,  extremely  specialized 
problems  So  our  regular  columnists 
on  taxes,  financing,  faw,  family 
relations,  and  compensation  provide 
many  otherwise  unavailable 
compasses  and  charts  necessary  to 
navigate  these  dangerous  waters 

A  unique  stock  index  developed  by 
The  BusinessWeek  Newsletter  tor 
Family-Owned  Business  will  track 
publicly  traded  companies  still  in 
family  hands 


This  inlormalion  is  available  nowhere  else. 

Sign  up  for  one-year  cfiarter  subscription  to  The  BusinessWeek 
Newsletter  for  Family-Owned  Business  at  the  introduclory  rate  of 
$299  If  at  any  time  you're  not  satisfied,  cancel  tfie  subscription  and  get  a 
refund  covering  the  balance  of  the  issues  remaining  in  your  subscription. 


1-800-445-9786 


The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 


At  last  Help  came,  and  Help  knew  what  to  do. 
In  times  of  emergency,  are  you  Help? 
If  not,  learn  Red  Cross  First  Aid  where  you  work  - 
or  call  your  local  chapter 


American  Red  Cross 


+ 


fat  versions  of  Doritos,  Ruffles,  ar 
Chee-Tos  cheese  puffs.  Frito-Lay  r 
searchers  developed  a  reduced-oil  coo 
ing  process  and  a  special  corn  to  mal- 
sure  the  new  light  snacks  taste  as  goc 
as  chips  and  puffs  with  all  the  exti 
grease.  They  didn't  want  to  make  tl 
same  mistake  as  Borden,  whose  oWj 
low-fat  potato  chips  flopped  a  few  yeaij' 
ago  because  they  didn't  taste  very  goO' 

Jordan  also  has  concentrated  on  co: 
savings.  He  supported  low-oil  produc 
in  part  because  their  lower  ingrediek 
costs  meant  higher  margins.  He  al^ 
pushed  microwaveable  and  chunky  sals 
dips,  which  take  advantage  of  Fi-it 
Lay's  distribution  without  the  need  fi 
expensive  marketing  support.  Unlik 
other  new  products,  the  dips  don't  net 
additional  retail  space;  they  sit  in  wii 
baskets  hanging  from  existing  sheh  es 

The  company  is  turning  to  acquisiiiot! 
to  fill  some  gaps  in  its  product  I  in; 
Frito-Lay  has  been  a  latecomer  to  tli 
popcorn  market,  which  is  growing  2')'  ■ 
year,  compared  with  4%  for  all  salt 
snacks.  In  January,  Frito-Lay  paid  si 4: 
million  for  Smartfoods  Inc.,  wiiic 
makes  a  cheddar-cheese  popcorn  sold  ; 
the  Northeast.  The  company  plans  to  e; 
pand  the  brand  nationwide.  \ 
SQUID  BALLS.  Despite  the  inroads  by  Bo 
den,  PepsiCo  officials  appear  satisrit 
that  Frito-Lay  is  cooking  again.  Tht 
just  announced  a  267f  jump  in  snai 
food  operating  profits,  to  $155  millic* 
for  first-quarter  1989,  coming  off  a  yes 
when  profits  rose  16%,  to  $636  million  c| 
$3.5  billion  in  sales.  "Mike  has  certain] 
put  a  lot  of  momentum  back  in  the  buf! 
ness,"  says  PepsiCo  Chairman  D.  Wayrl 
Calloway.  With  product  developmei) 
and  cost-cutting  on  track,  Calloway  rj 
cently  named  Robert  H.  Beeby,  wh 
headed  Pepsi  Cola's  international  unii 
as  Frito-Lay  president.  "They  need  \ 
look  at  more  marketing  and  sales  oppoj 
tunities,  in  which  Mr.  Beeby  has  grei* 
expertise,"  says  Peter  M.  Duggaij 
group  vice-president  for  Borden  Snacki 

Frito-Lay  is  also  chasing  foreign  sale} 
International  profits  are  rising  20% 
year  on  revenues  topping  $500  millio: 
including  Frito- Lay's  share  of  joint  ve: 
tures.  The  company  hopes  to  be  in 
countries  in  five  years,  up  from  20  no\ 

"While  potato  chips  seem  to  have  ur 
versal  appeal,  not  all  tastes  translate.  \ 
Korea,  Frito-Lay's  international  uni 
sells  a  wheat,  squid,  and  peanut  ba 
called  Cuttle  Fish.  Squid  snacks  aren 
likely  to  turn  up  next  to  the  low-fat  Doi 
itos  at  your  local  7-Eleven.  On  the  oth( 
hand,  who  knows?  Frito-Lay's  tasi 
technicians  must  keep  innovating,  c 
American  chip-chompers  will  look  els 
where  to  feed  their  habits. 

By  Amy  Dunkin  in  Dalle 
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AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position 
carries  a  commitment. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of 
AAABAC  insured  issues  AMBAC  insures.  In  1988,  nearly  $1  billion,  or 
^^^^p^  ISSU  ES  ^'^^^  dollar  of  every  ten  insured  by  AMBAC, 

A  k  l\/  /^"Tl  1 1~  r>  directly  into  new  and  better  roads,  bridges,  transit 

/AIN  T         I  nClK  and  airport  facilities  all  across  America,  benefitting  millions 
COMPANY,  of  commuters,  vacationers  and  business  travelers. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  total  number 
of  new  issues  we  insured.  By  that  standard,  AMBAC  insured  more  issues  last  year 
than  any  other  company— a  total  of699— foran  insured  issue  volume  of  $7.93  billion, 
or  nearly  30%  of  all  new  insured  issues. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond 
insurance.  And  that's  good  not  only  for  America's  travelers.  It's  good  for  the  whole 
country.  AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 


INDEMNITY  CORPORATION 


SPARCSTXnON  1 


The  next  generation  of  desktop  com- 
puters is  here  today. 

The  SPARCstation  I  Trorn  Sun 
Microsyslemsr 

A  miracle  of  RISC  miniaturization,  inte 
gration  and  innovation,  the  SPARCstation  1 
sets  a  new  benchmark  of  price,  performance 
and  functionality  by  which  all  others  must 
be  judged. 

Simply  put:  for  less  than  $9,000f  the 
SPARCstation  1  gives  you  more  power 
integrated  with  more  features  than  any  other 
desktop  computer  in  the  world.  Making  it 
the  world's  most  powerful  desktop. 

•  The  L  S  list  prm-  tor  one  SPARC  uaUim  I  tsith  a  }7-inch  monnchrome/gnmcale  display  and  eight  megabyies  nt  mam  memory  Possibly  the  best  desktop  utmpuier  deal  m  himn' 
0/  course.  SPARCsiaitans  are  available  m  a  variety  of  configurations  to  satisfy'  the  needs  nf  different  users. 


The  SPARCstation  1  is 
smaller  than  an  IBM  PC  yet  it 
gives  you  12.5  Dhrystone  MIPS 
and  1.4  Mflops  of  double  precision  perfomianc 


SPARCstation  1 


The  SPARCstation  I.  ft  may  look  small 
hut  when  yuii  compare  its  power  and  features 
to  anything  else  on  the  market,  it's  clearly  the  world's 
tm)st  poweiful  desktop. 


HE  WORLD'S  MOST 
miHE  PRICE  OF  A  PC 


'EN  LOOK™  gives  you  all  fhf  power  of  UNIX^  with  an  interjacc  that's 
easy-to-use  as  the  easiest-to-use  personal  computer  Point  at  an 
n,  click  the  mouse  button  and  your  SPARCstation  I  goes  to  work  at 
tding  speeds.  Shown  here  Sun  Write,  SunPaint  and  SunDraw  working 
h  Lotus  1-2-5. 

That  translates  into  three  times  the  power 
"the  most  fully  loaded  and  hotly  accelerated 
Z  or  traditional  workstation. 

And  with  our  high-performance  GX  Series, 
e  performance  curve  goes  right  off  the  chart. 

A  major  technological  breakthrough  in 
imputer  graphics,  our  SPARCstation  1  GX 
oduces  up  to  400,000  vectors  a  second.  Giving 
iu  two  times  the  graphic  performance  of  any 
achine  twice  its  price. 

And  it  doesn't  just  speed  up  2D  and  3D 
re  frame  applications,  it  speeds  up  the  overall 
rformance  of  your  system.  Including  win- 
)wing  and  scrolling  through  text. 
And  the  list  of  firsts  goes  on  and  on. 

The  SPARC- 
station 1  has  a 
new  very  high 
speed  bus  that 
delivers  many 
■ '  times  the  per- 

formance of  a 


MicroChannel  architecture.  Which 
makes  it  very  easy  for  your  SPARC- 
station 1  to  expand,  connect  and 


communicate  with  other  devices.  From  Laser 
Printers  to  Ethemet  gateways. 

The  SPARCstation  1  comes  packed 
with  a  full  eight  megabytes  of  RAM.  Expand- 
able up  to  16  megabytes.  With  your  choice 
of  a  high  resolution  monochrome/grayscale 
or  color  display 

It  integrates  up  to  208  megabytes  of 
hard  disk  storage.  A  3.5  inch  IBM  compatible 
floppy  disk  drive.  Built-in  32-bit  Ethemet. 
A  blindingly  fast  SCSI  connection.  Expansion 
boxes  for  up  to  a  gigabyte  of  additional  disk 
or  tape  storage. 

And  it's  all  enclosed  in  a  16  inch  square 
box  that  consumes  less  energy  than  a  100  watt 
light  bulb. 

If  you  still  need  more,  there  is. 

The  SPARCstation  1  is  the  ideal  machine 
for  voice  mail 
and  multimedia 
applications. 
It  has  its  own 
built-in  speaker 
and  microphone 
jack  to  record 
and  playback 
music,  voice 
or  any  other 
sound  you  like 

tn  hpnr  tor  3D  applications,  the  SPARCstation  I  GX 

lU  I  ICdI.  lets  you  interactively  manipulate  3D  objects 

What's  at  speeds  that  maki'  ordinarx'  workstations 

more,  the  SPARC- 

station  1  is  a  member  of  a  whole  family  of 
SPARCstations  and  high-capacity  SPARCservers!' 

To  hear  all  the  details  on  the  world's  most 
powerful  desktop  and  the  other  members 
of  the  SPARC  family,  caU  1-800-223-6736.  Or  in 
Califomia,  1-800-322-6736. 

And  get  ready  to  set  off  a  few  sparks  of 
your  own. 

#sun 

^»  microsystems 
Systems  for  Open  Computing!'^ 


(-  IWVSun  Micntsysrems.  he  SPARCuaiion.  SPARCware  and  Systems  for  Open  Cumpultn^  are  trademarks  and  Sun  Microsystems  and  the  Sun  In^n  are  registered  trademarks  nfSun  Murnsvuemi.  Int. 
UNIX  IS  a  registered  trademark  and  OPEN  LOOK  n  a  trademark  <>l  AT&T  All  other  pniducls  or  serx'ices  mentioned  are  ideniified  by  the  trademarks  oj  their  respnim-  organizations 


When 
it  comes  to 
heating 
and  air 
conditioning, 
over 
50,000 
leading 
executives 
think  one  way. 


ocial  Issues 


PARENTING  I 


WHY  MORE  MOTHERS  ARE 
NOT  GETTING  MARRIED 


New  studies — focusing  on  young  men — say  it's  economics 


After  Andree  R.  Wickman  left  her 
husband  of  10  years  last  year, 
the  30-year-old  mother  of  three 
found  herself — like  many  single  moth- 
ers— on  welfare.  After  several  months 
at  a  near-minimum-wage  job,  the  Ocala 
(Fla.)  resident  landed  work  at  a  crisis 
center  that  pays  $6.50  an  hour.  That 
may  not  sound  like  much,  but  it's  more 
than  double  the  average  earnings  of  the 
typical  single  mother.  As  a  result,  al- 
though Wickman  still  gets  a  temporary 
state  child-care  subsidy,  she  no  longer 
needs  a  man  to  support  her.  "I  will  nev- 
er marry  for  economic  reasons,"  says 
Wickman.  "And  if  I  do  marry,  I'll  have 
my  own  home  and  car  and  life.  I  will 
never  be  dependent  on  another  human 
being  again." 

Wickman's  financial  struggles  are 
typical  of  the  plight  of  many  single 
mothers.  Their  growing  ranks  have  con- 
tributed to  a  host  of  social  problems, 
including  greater  inequality  of  family  in- 
come and  increased  poverty  among 
women  and  children.  Observers  trace  the 
increase  of  single  mothers  to  the  social 
changes  that  began  in  the  1960s:  the  pill, 
abortion,  the  sexual  revolution,  and  the 
acceptability  of  divorce.  But  everyone 
agrees  this  is  not  the  whole  story. 


Now  some  experts  have  advanced  'j 
controversial — and  startling — theom 
that  turns  the  whole  issue  on  its  heaff 
Instead  of  focusing  on  women,  they'ij 
looking  at  men.  They  say  that  mail 
young  men  can't  afford  to  get  marriel 
anymore.  In  general,  men  who  eaxi 
more  are  more  likely  to  marry  (chart' 
But  because  the  real  average  incomes  (■! 
young  men  has  fallen  since  the  1960s,  i 
growing  number  don't  earn  enough  I'j 
support  a  family.  They  delay  marriagi 
for  years,  leaving  more  women  to  fer' 
for  themselves  even  if  they  have  a  chili  j 
In  addition,  many  women  are  more  ind 
pendent.  They  tend  to  marry  less  <■ 
their  income  rises.  Because  more  wome  i 
work,  a  growing  number  are  in  Wic  ( 
man's  situation:  They  can  support  therf 
selves  and  choose  to  remain  single,  jr 
VIOLENT  DEATHS.  "Many  men  feel  that  f'' 
they  assume  responsibility  for  suppor, 
ing  a  child,  they  must  be  able  to  mal< 
good  on  the  promise,"  says  Clifford  I\l 
Johnson,  youth  employment  director  ; : 
the  Children's  Defense  Fund,  a  Wasi 
ington-based  lobbying  group.  And  mar: 
women  "have  new  opportunities  to  su  j 
port  themselves,  which  may  give  the| 
fewer  incentives  to  marry,"  says  Rej 
olds  Farley,  a  University  of  Michigal 


MORELIKEIY 
lESSllKELYfOR  WOMEN 
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SOCIAL  ISS( 


•ofessor  now  at  the  Census  Bureau. 
No  one  claims  that  money  is  the  root 
'  all  marriages  or  divorces.  But  falling 
'ing  standards  have  altered  a  once-im- 
icit  financial  contract:  The  men  made 
oney,  and  the  women  raised  the  kids. 
5  these  traditional  roles  unravel,  the 
oblems  of  single  mothers  are  becom- 
g  more  intractable.  The  conservative 
larles  Murray  created  a  controversy  in 
84  when  he  suggested  that  liberaliza- 
)ns  in  welfare  rules  and  more  permis- 
le  values  have  made  out-of-wedlock 
rths  more  acceptable.  Murray  still 
inks  he's  right,  but  he  agrees  the  new 
onomic  arguments  have  merit.  And  if 
ey  do,  tough-minded  social  policies 
ly  not  slow  the  rise  in  single  mothers. 
The  idea  that  economic  trends  have 
pressed  marriage  rates  was  first  sug- 
sted  as  a  reason  why  black  ghetto 
)thers  choose  welfare  over  marriage. 
1988,  William  J.  Wilson,  a  University 
Chicago  sociologist,  pointed  out  that 
ere  just  aren't  enough  men  around  for 
ick  mothers  to  marry.  In  the  past  two 
cades,  the  pool  of  young  black  males 
ailable  to  support  a  family  has  dried 
as  more  of  them  go  to  prison,  die 
)lent  deaths,  or  are  unemployed. 
Wilson  constructed  what  he  called  a 
lale  marriageability  pool"  index,  which 
upares  the  proportion  of  employed 
in  to  women  of  different  ages  and 
jes.  It  shows  that  the  number  of  em- 
)yed  nonwhite  men  age  20  to  24  per 
3  nonwhite  women  of  the  same  ages 
immeted  from  about  70  in  1960  to  less 
in  50  in  the  early  1980s.  "A  lot  of  jobs 
i  gone,"  says  Jim  Clark,  director  of 
oject  Independence,  which  provides 
)  training  for  20,000  Florida  welfare 
iipients.  "For  many  young  women 
th  children,  the  father  is  unemployed 
d  generally  not  desirable,  and  doesn't 
,nt  to  marry  them  anyway." 
RDEST  HIT.  Farley  thinks  that  black 
trriage  trends  may  presage  white 
ss.  He  points  out  that  the  average  age 
marriage  began  climbing  for  blacks  in 
;  1950s,  as  did  out-of-wedlock  births 
d  the  proportion  of  children  in  single- 
rent  families.  Similar  patterns  began 
long  whites  in  the  1960s. 
Por  many  young  whites,  the  problem 
low-paying  jobs  rather  than  jobless- 
5S.  In  inflation-adjusted  dollars,  the 
■an  annual  earnings  of  white  males 
e  18  to  29  dropped  by  18%  between 
?3  and  1986,  according  to  Census  Bu- 
lu  data.  This  has  pushed  more  men 
0  lower  pay  brackets,  which  makes 
!m  more  likely  to  delay  marriage. 
Hardest  hit  have  been  men  with  little 
ication,  whose  marriage  rates  have 
len  the  most.  In  1973,  the  average 
,le  high-school  dropout  got  a  full-time 
'  at  the  age  of  22.  Today,  many  drop- 
ts  bounce  around  from  one  part-time 
■  to  the  next  and  don't  land  steady 


work  until  they're  26,  according  to 
Northeastern  University  economist  An- 
drew M.  Sum.  In  inflation-adjusted 
terms,  the  mean  annual  earnings  of 
young  male  dropouts  age  20  to  24 
plunged  42%,  to  $6,852,  between  1973 
and  1986,  Sum  found. 

If  dropouts  do  marry,  many  start  fam- 
ily life  in  dire  circumstances.  The  pover- 
ty rate  among  young  married  couples 
headed  by  a  male  dropout  under  25  shot 
up  from  15.5%  in  1973  to  30%  in  1986. 
These  days,  most  such  young  people  put 
off  marriage.  Fifteen  years  ago,  a  ma- 
jority of  male  dropouts  married  by  age 
22.  Today,  they  wait  until  they're  27. 

The  grim  statistics  leave  a  large  ques- 
tion unanswered:  Why  don't  women  de- 
lay children  until  they  can  form  a  family 
to  support  them?  Many  women  do.  The 
average  woman  today  doesn't  have  her 
first  child  until  she's  almost  24.  But  an 
increasing  number  of  women,  especially 
poor  ones,  realize  that  they  may  never 


Tor  many  young  women 
with  children,  the  father 
is  unemployed  and  generally 
not  desirable' 


find  someone  to  help  them  raise  a  child. 
So  they  have  them  anyway.  And  because 
so  many  older  unmarried  women  are 
having  children,  teenagers  account  for 
only  20%  of  single  mothers  today  vs. 
50%  in  the  1970s,  says  Sum. 

Women  also  may  be  having  children 
before  marriage  because  of  the  indepen- 
dence that  comes  from  a  job.  Critics  say 
Wilson  assumes  that  marriage  decisions 
revolve  around  male  earning  power.  But 
with  more  women  working,  even  rela- 
tively low-paid  women  like  Wickman  can 
manage  to  bring  up  children  themselves. 

Heidi  I.  Hartmann,  the  head  of  the 
Women's  Policy  Research  Institute  in 
Washington,  devised  what  she  calls  the 
"women's  self-support  index"  to  illus- 
trate the  point.  Hartmann  compared  the 
ratio  of  employed  women  to  employed 
men  and  found  that  women's  economic 
independence  has  grown  steadily  in  re- 
cent years.  "Women's  employment  has 
been  increasing  more  rapidly  than 
men's,"  says  Hartmann.  "So  more  wom- 
en can  say,  'If  a  man  drinks  or  is  violent 
or  abusive,  why  bother?'  " 

It's  impossible  to  sort  out  how  much 
of  the  rise  in  single  mothers  stems  from 
economics  as  opposed  to  changing  social 
mores.  But  since  income  clearly  plays  a 
decisive  role,  the  solution  to  the  prob- 
lems of  single  mothers  may  elude  soci- 
ety for  many  years  to  come. 

By  Aaron  Bernstein  in  New  York 


They 

THINK 

UN(r 

And  for  good  reason.  Like  you, 
these  executives  have  a  lot  on  their 
nninds.  They  don't  want  to  worry 
about  potential  heating  and  air  con- 
ditioning problems  in  their  com- 
mercial buildings— is  the  system 
running  efficiently  or  wasting 
money?  Are  the  components  being 
properly  serviced  to  ensure  long 
equipment  life?  Will  an  equipment 
failure  break  the  budget? 

With  LING  Service",  they— 
and  you — don't  have  to  worry.  LINC 
Service*  takes  care  of  everything. 
For  a  budgetable  monthly  amount, 
your  authorized  LINC  Service- 
Contractor  will  do  whatever  it  takes 
to  keep  your  heating  and  air  con- 
ditioning system  running  reliably, 
efficiently,  and  affordably. 

That's  Guaranteed  Profes- 
sional Maintenance.  And  for  execu- 
tives who  have  chosen  LINC 
Service  -,  that's  peace  of  mind. 

So,  why  worry  about  your 
heating  and  air  conditioning  sys- 
tem. THINK  LINC'=.  It  could  be  one 
of  your  best  executive  decisions 
ever 

For  the  name  of  the  LIIMC 
Service^  Contractornearestyou, 
call 

800-638-2000 

(In  Maryland,  800-831-4300) 


SERVICE 
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It's  very  likeiy  that  the  paint 
on  your  car  Mias  manufactured  by 
Akzo.  As  well  as  the  paint  on  your 
doors  and  windows. 

Along  with  the  color  in  your 
wallpaper,  your  carpet,  furniture, 
plastic  kitchenware,  and  perhaps 
i'.ven  your  lawnmower. 


After  all,  Akzo  is  one  of  the 
world's  largest  makers  of 
paints  and  coatings.  And  many 
innovations  come  from  our  labo- 
ratories. 

But  even  for  us  it  was  quite  a 
challenge  to  be  involved  in  re- 
decorating the  city  center  of  Turin. 


Like  many  Italian  cities,  Turin 
had,  over  the  centuries,  assumed 
a  uniform  color:  a  drab  yellow 
ocher  Two  Italian  architects  and 
Akzo  were  commissioned  to 
determine  whether  the  colorful 
splendor  of  the  past  centuries 
could  be  restored. 


K  I  color  scheme  in  modern 

ordable  coatings. 
I  in  now  boasts  one  of  the 
H  'eautifui  city  centers  any- 
:  in  the  world. 

1  other  European  cities  are 
^  iring  similar  plans. 
<!  one  of  the  world's  largest 


chemical  companies,  with  70,000 
people  in  50  countries  active  in 
the  fields  of  chemicals,  fibers, 
coatings  and  health  care,  we  in- 
vest many  millions  each  year  in 
countless  research  projects. 

Turin  is  a  typical  example  of 
how  we  work.  In  close  co-opera- 


tion with  our  clients.  Whether  it's 
a  gigantic  multinational  oil 
company  or  a  manufacturer  of 
golf  balls. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 
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PATENTS  I 


THE  BATTLE  RAGING 

OVER  'INTELLECTUAL  PROPERTY' 


Patents,  copyrights,  and  trademarks  are  potent  competitive  weapons 


In  late  1987,  top  officials  of  Genetics 
Institute  Inc.  gathered  at  company 
headquarters  in  Cambridge,  Mass., 
to  settle  a  critical  issue;  which  version  of 
a  new  clot-dissolving  drug  to  bet  on. 
With  money  to  develop  just  one  of  four 
potential  products,  the  company's  scien- 
tists argued  for  the  one  that  had  shone 
in  research.  Then  the  attorneys  weighed 


rights.  Now,  companies  are  using  those 
rights  as  potent  competitive  weapons.  In 
1988,  some  6,059  intellectual  property 
suits  were  filed  in  the  U.  S.,  60%  more 
than  in  1980.  Whether  it's  Walt  Disney 
Co.  protecting  Snow  White  or  Polaroid 
Corp.  guarding  its  instant  cameras, 
hardly  a  week  passes  without  property 
rights  issues  being  raised,  and  not  just 


neurs  who  trigger  innovation.  "We'l 
pressured  to  create  new  property  righl 
all  the  time  now,"  says  Representatif 
Robert  W.  Kastenmeier  (D-Wis.),  whoij 
House  Judiciary  subcommittee  plays] 
pivotal  role  in  intellectual  property  legij 
lation.  "But  there  is  a  danger  in  givir| 
too  much  leverage  to  one  side." 
Until  the  1980s,  infringers  had  tlS 


5UARDING 

SOOD 

IDEAS 

rhe  legal  concept  of 
ntellectual  property  has 
;hrived,  been  ignored, 
md  risen  again  as  the 
:ountry  has  readjusted 
ts  global  outlook 


"■   Constitutional  framers 
adopt  Article  I,  Sec.  8, 
granting  monopoly  rights  for  a  limited 
time  to  owners  of  "new  and  useful 
ideas."  Thomas  Jefferson  is  named 
first  Commissioner  of  Patents 


.  ^ j  II  |«  Congress,  favoring 
s<  0\/ property  owners, 
strengthens  patent  and  copyright  laws. 
This  helps  bring  the  Industrial  Revolu- 
tion to  the  U.S. 


Since  America! 

nates  world  mi 
intellectual-property  rights  se(|t 
important.  Justice  Dept.  bringsfi 
trust  suits  against  companies  ti^ 
gressively  enforce  their  pateni| 


O  c 


cr  ^ 

UJ  < 

>  O 


<  _ 


in.  They  pushed  a  drug  that  hadn't  test- 
ed as  well  but  would  command  the 
broadest  patent.  And  they  won  hands 
down.  "Researchers  used  to  be  up  in 
arms  if  such  crass  decisions  were 
made,"  says  Bruce  M.  Eisen,  Gl's  patent 
counsel.  But  now,  "the  strength  of  the 
potential  patent  position  is  a  leading  fac- 
tor in  what  research  to  pursue." 

Intellectual  property — the  umbrella 
term  for  patents,  copyrights,  trade- 
marks, and  trade  secrets — once  was  the 
backwater  of  American  business.  No 
more.  From  Hollywood  to  Hong  Kong, 
the  fruits  of  inventive  minds  are  regard- 
ed as  a  company's  most  valuable  asset 
and  the  one  most  vulnerable  to  theft — 
perhaps  $61  billion  by  foreign  competi- 
tors in  1986  alone,  according  to  the  U.  S. 
International  Trade  Commission. 

With  that  kind  of  money  on  the  line, 
everyone  is  more  vigilant.  Since  1983, 
Congress  has  quietly  passed  14  laws 
strengthening  intellectual  property 


in  court:  Patent  holders  are  dramatically 
raising  revenues  by  hiking  license  fees. 

"The  change  in  recent  years  has  been 
profound,"  says  Herbert  F.  Schwartz,  a 
partner  at  New  York's  Fish  &  Neave 
who  helped  Polaroid  force  Eastman  Ko- 
dak Co.  to  leave  the  instant  camera  busi- 
ness. So  much  so  that  even  in  the  most 
prominent  law  firms,  no-name  patent  at- 
torneys are  becoming  stars  (page  82). 

The  defense  of  intellectual  property 
rights  has  gotten  so  aggressive,  in  fact, 
that  some  experts  fear  the  pendulum 
may  swing  too  far — and  stifle  entrepre- 


A  newly  created  appeals 
court,  which  is  upholding 
patents  80%  of  the  time,  'got 
the  revolution  going' 


edge.  Courts  tended  to  invalidate  pa 
ents  by  ruling  that  the  application  w; 
improper  or  that  an  invention  didr. 
meet  the  law's  requirement  that  it  \ 
"nonobvious."  Even  when  a  patent  hoi 
er  won,  the  prize  was  usually  just  royj 
ties  from  the  infringer. 

That  began  to  change  with  Rona; 
Reagan.  In  1980,  his  Justice  Dept.  sol 
ened  its  policy  of  using  antitrust  lav 
against  companies  that  aggressively  pr 
tected  their  patents  by  refusing  to  i 
cense  their  technology,  for  instance,  n: 
by  charging  one  competitor  more  tht 
another.  About  then,  companies  also  b 
gan  lobbying  for  tougher  enforcemei 
of  intellectual  property  laws  to  fight  fo' 
eign  competitors.  Lawmakers  listene 
"A  few  years  ago,  hardly  anyone  knei 
what  intellectual  property  meant,"  saj; 
Pfizer  Chairman  Edmund  T.  Pratt  J, 
"Now,  just  about  our  entire  Congress 
fully  supportive." 

That  has  been  a  boon  for  many  indui 
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es.  Last  year,  for  instance,  Con- 
ess  strengthened  copyright  law  by 
tifying  the  Berne  Convention  for 
5  Protection  of  Literary  &  Artistic 
arks.  It  calls  for  reciprocal  copy- 
iht  protection  with  77  other  coun- 
es  and  puts  the  U.  S.  on  firmer 
ound  when  it  prods  these  coun- 
es  to  prosecute  illegal  copiers  of 
itware,  for  instance,  or  films.  The 
!aty  was  written  in  1885  but  not 
:ified  by  the  U.  S.,  partly  because 
ngress  wanted  other  countries  to 
[n  on  to  the  provisions  of  Ameri- 
1  law. 

The  U.  S.  signed  just  in  time, 
irothy  Schrader,  general  counsel 
•  the  U.  S.  Copyright  Office,  says 
me  will  be  a  particular  boon  to 
;  software  and  entertainment  indus- 
9S,  where  satellite  transmission  and 
leocassette  recorders  smoothe  the  way 
■  piracy  that  costs  American  compa- 


ard  T.  Markey,  an  expert  in  patent  law, 
the  new  court  is  upholding  patents  80% 
of  the  time,  vs.  30%  under  the  previous 
system.  "The  Federal  Circuit  got  the 
revolution  going,"  says  Michael  W. 
Blommer,  who  heads  a  trade  association 


for  higher  royalties.  Typically,  such 
payments  used  to  be  1%  of  revenues, 
1  iiough  to  produce  some  income  but 
not  to  prompt  a  court  challenge  to 
the  original  patent.  But  in  1987,  Tex- 
as Instruments  Inc.  decided  to  raise 
its  royalties  on  memory  chips — some 
to  5%.  Nine  companies  that  balked, 
including  NEC,  Matsushita,  Fujitsu, 
and  Mitsubishi  Electric,  found  them- 
selves in  court  on  patent  infringe- 
ment charges.  Soon,  they  accepted 
the  higher  fees,  which  in  the  past 
two  years  have  produced  $281  mil- 
lion in  income  for  TI.  With  research- 
and-development  spending  running 
"orders  of  magnitude  higher"  than 
in  the  past  and  new  chip  plants  costing 
$100  million  a  pop,  says  Tl  Senior  Vice- 
President  Kevin  J.  McGarity,  higher  li- 
censing fees  are  one  key  to  survival. 

Other  companies  are  following  Tl's 
lead.  One  call  for  advice,  says  a  TI  insid- 


r 


First  reported  manufac- 
turing trade  deficit  rings 
V\'ashington  and  board- 
md  refocuses  attention  on  in- 
property.  But  Congress  fails 
1  Asian  imports  grow 


Congress  creates  Court 
of  Appeals  for  the  Feder- 
al Circuit  to  handle  all  patent  appeals. 
The  court,  aided  by  new  Justice  Dept. 
policies,  swings  the  legal  pendulum 
back  in  favor  of  patent  holders 


"iQQir   Patent  litigation  ex- 
I  #  OO  plodes.  Federal  Circuit 
forces  Eastman  Kodak  out  of  the  in- 
stant camera  business  for  violating  Po- 
laroid's patent.  Other  judges  follow  the 
court's  lead,  upholding  patents 


President  Reagan  signs , 
landmark  trade  bill  givui; 
property  hokiers  strong  leverage  in  ir 
temational  trade.  This  brings  to  14  the 
number  of  intellectual  property  laws 
Congress  has  passed  in  five  years 


s  some  $1  biUion  a  year  in  revenues. 
A'hile  mulling  over  Berne,  Congress 
0  overhauled  U.  S.  laws  governing 
demarks — the  names,  words,  or  sym- 
:s  used  to  distinguish  products  such  as 
ckey  Mouse.  When  the  new  law  takes 
ect  this  November,  companies  will 
able  to  reserve  a  trademark  be- 
■e  it  is  used  commercially  and  thus 
-t-market  names  without  fear  of 
ing  them. 

ESH  BENCH.  But  Washington's 
ist  important  move  predates  such 
uiges.  In  1982,  Congress  created 
'  U.  S.  Court  of  Appeals  for  the 
deral  Circuit  in  Washington,  a 
irt  of  last  resort  for  patent  cases, 
e  idea  was  to  avoid  contradictory 
•isions  often  issued  by  the  12  ex- 
ing  Courts  of  Appeal  and  seldom 
tangled  by  the  Supreme  Court.  In- 
ed,  the  high  court  typically 
inned  convoluted  patent  cases  al- 
rether.  Under  Chief  Judge  How- 


L  AFFAIRS 


of  patent  lawyers.  "Now,  businesses  can 
count  on  patents  to  mean  something." 

Just  ask  Polaroid,  whose  victory  over 
Kodak  was  upheld  by  Markey's  court. 
Emboldened  by  that  slam-dunk,  other 
patent  holders  are  squeezing  licensees 


er,  came  from  IBM,  which  threatens  to 
punish  any  company  that  clones  its 
three-year-old  Personal  System/2  com- 
puter. With  the  PS/2's  predecessor,  the 
PC,  there  were  no  new  technologies  for 
IBM  to  patent,  though  it  did  aggressively 
pursue  companies  that  illegally  cop- 
ied software  known  as  the  ROM-BIOS. 
But  software  developers  quickly 
came  up  with  legal  duplicates  of  the 
ROM-BIOS,  and  IBM's  share  of  the  PC 
market  soon  fell  by  one-third. 
IDEA  TRADING.  Now,  IBM  is  taking  no 
chances.  It  has  applied  for  patents 
on  key  hardware  designs  for  the  PS/ 
2  and  has  been  negotiating  patent 
licensing  agreements  with  competi- 
tors that  have  not  already  ex- 
changed patents  with  IBM — a  custom 
common  in  the  industry.  IBM  also 
raised  its  patent  licensing  fees  last 
year  so  that  companies  without  pat- 
ents to  offer  in  exchange  could  wind 
up  paying  a  3%  to  5%'  royalty  on 
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Amidst  the  shifting  currents  of  today's  finar 
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every  PC  or  PS/2  clone  they  sell.  Worse, 
IBM  has  told  other  PC  makers  that  its 
basic  computer  patents  may  entitle  it  to 
collect  retroactive  royalties  on  machines 
they  have  already  sold. 

Such  disputes  look  elementary  com- 
pared to  what's  happening  in  the  bio- 
technology industry.  Nearly  every  gene- 
spliced  drug  is  a  copy  of  an  animal 
protein  that  exists  in  nature.  And  that 
raises  the  perplexing  question  of  who 
gets  the  patent — the  company  that  iso- 
lated and  purified  the  natural  protein  or 
the  one  that  cloned  it?  So  far,  "there  are 
more  lawsuits  than  products,"  says 
James  F.  Haley  Jr.,  a  biotech  lawyer. 
NO  MILQUETOAST.  That's  certainly  true  at 
Genentech  Inc.  The  South  San  Francisco 
(Calif.)  company  sells  only  two  products 
but  is  involved  in  seven  suits,  and  its 
stock  gyrates  depending  on  the  market's 
view  of  how  strong  those  suits  are.  Ri- 
val Genetics  Institute  is  no  Milquetoast, 
either.  Sued  by  Genentech  over  the  clot- 
busting  drug  called  tissue  plasminogen 
activator,  GI  has  counter-sued  to  cover 


The  1988  trade  law  tries  to 

bully  foreign  thieves  of 
intellectual  property  by  first 
embarrassing  them 


the  cost  of  what  it  alleges  is  a  spurious 
suit. 

On  another  front,  GI  is  fighting  Am- 
gen  Corp.  over  erythropoietin,  a  new 
anemia  drug  that  stimulates  the  produc- 
tion of  red  blood  cells.  GI  is  claiming  its 
natural  version  takes  precedence  over 
Amgen's  gene-spliced  product.  Still, 
there's  a  limit:  Gl's  litigation  costs  this 
year  could  reach  $2  million.  To  hold 
down  expenses,  it  recently  signed  a 
cross-licensing  agreement  with  three 
other  companies  for  Factor  VIII,  a  new 
blood-clotting  drug.  "Biotechnology  is 
not  a  game  for  the  fainthearted,"  says 
Eisen,  Gl's  lawyer. 

Still,  most  executives  think  the  legal 
fisticuffs  are  worth  it.  In  October,  Ex- 
xon Corp.  agreed  to  pay  Lubrizol  Corp. 
$86  million  to  settle  the  Wickliffe  (Ohio) 
company's  claim  that  a  new  line  of  Ex- 
xon motor-oil  additives  infringed  eight 
Lubrizol  patents.  Exxon  settled  just  be- 
fore trial,  after  a  preliminary  court  rul- 
ing barred  it  from  selling  products  using 
the  key  patent  in  question.  Exxon  also 
agreed  not  to  market  in  the  U.  S.  300 
products  that  Lubrizol  claimed  violated 
the  patent.  "The  protection  of  intellectu- 
al property  is  critical,"  says  Lubrizol 
Chairman  Lester  E.   Coleman.   "It  is 


REVENGE  OF  THE  NERDS: 
PATENT  LAWYERS  GRAB  THE  SPOTLIGHT 


avid  J.  Lee  finally  has  arrived. 
I  An  attorney  with  New  York's 
Fish  &  Neave,  one  of  the  na- 
tion's premier  patent-law  firms,  Lee 
and  his  ilk  used  to  be  considered  the 
nerds  of  the  legal  profession — the  engi- 
neers in  a  field  stuffed  with  liberal  arts 
majors.  Their  specialty  was  dull  com- 
pared with  the  excitement  of  the 
boardroom  or  courtroom.  But  today, 
with  intellectual  property  enjoying  a 
renaissance,  the  lawyer  who  under- 
stands computers  or  biotechnology  is  a 
scarce  commodity.  Says  Lee:  "It's  the 
hot  legal  specialty  to  be  in." 

Patent  law's  reputation  as  a  bore 
may  explain  why  there 
are  still  only  about 
10,000  patent  lawyers, 
the  same  as  a  decade 
ago.  But  that's  a  bless- 
ing in  a  way.  Patent 
lawyers  and  their  bou- 
tiques are  being  gob- 
bled up  at  high  prices 
by  general  firms  look- 
ing to  cash  in  on  the 
patent  boom.  Smaller 
firms  have  to  be  more 
creative.  New  York 
City's  Pennie  &  Ed- 
monds offers  newly 
minted  PhDs  in  the  sci- 
ences an  expense-paid 
law  degree  if  they  work  at  the  firm 
during  law  school — and  perhaps  full- 
time  after  graduation.  Milwaukee's  Fo- 
ley &  Lardner  is  sending  its  own  law- 
yers back  for  electrical  engineering 
graduate  degrees.  Indeed,  patent  law- 
yers now  command  the  same  rates  as 
top  corporate  attorneys  or  liti- 
gators— up  to  $350  an  hour  in  New 
York. 

GRINDING  AWAY.  They  earn  it.  Each 
day  hundreds  of  them  spend  hours 
in  the  dingy  quarters  of  the  U.  S. 
Patent  &  Trademark  Office  outside 
Washington,  hunched  over  technical 
documents,  filing  applications,  or  wait- 
ing to  meet  with  patent  examiners.  It 
is  tedious  work.  But  it  also  yields  a 
certain  satisfaction  and  power  for 
people  with  a  unique  combination  of 
skills. 

Hal  D.  Cooper,  55,  is  one  of  30  intel- 
lectual property  lawyers  at  Cleveland- 
based  Jones,  Day,  Reavis  &  Pogue.  His 
boyhood  dream  to  fly  jet  fighters  died 
when  he  failed  an  eye  exam.  So  he  was 


drafted  into  the  Army,  where  he  usee 
his  engineering  degree  to  test  engines 
Now,  when  Cooper  isn't  tending  to  his 
two  farms,  he  uses  his  engineer's  train 
ing  in  patent  law. 

Texas  Instruments  Inc.  and  Lubrizo 
Corp.  are  glad  for  that.  Cooper  headec 
the  legal  team  representing  Tl  in  its 
battle  to  force  Asian  semiconductoi 
manufacturers  to  increase  the  royalties 
that  they  pay  for  TI  chip  technology 
And  Cooper  helped  Lubrizol  win  i 
million  from  Exxon  Corp.  in  a  David 
and-Goliath  infringement  case  over  ma 
tor  fuel  additives. 

Such  victories  have  prompted  execu- 


tives to  confer  a  higher  status  on  theii 
patents  and  the  lawyers  who  tend 
them.  That's  how  it  used  to  be  at  the 
turn  of  the  century,  when  Frederick 
Fish  and  Charles  Neave,  the  founders 
of  Fish  &  Neave,  were  president  ol 
American  Telephone  &  Telegraph  Co 
and  general  counsel  of  General  Electric 
Co.,  respectively.  Fish  defended  Alex- 
ander  Graham  Bell's  first  two  patentS; 
and  the  firm  defended  Bell  in  hundreds 
of  patent  infringement  suits.  Today; 
Fish  &  Neave  partners  do  the  routinef 
chores,  such  as  prosecuting  patent  ap-' 
plications.  But  mostly  they  are  litiga-j 
tors  in  major  suits. 

The  vast  majority  of  patent  lawyersj 
will  continue  to  have  less  glamorous 
jobs  than  that.  Still,  protecting  the  in- 
tellectual property  of  U.  S.  companie; 
is  one  of  the  few  ways  left  for  America 
to  flex  its  muscles  internationally.  And 
as  more  companies  realize  this,  the  role 
of  patent  lawyers  can  only  grow. 

By  Paula  Dwyer,  uritk  Stephen  Phillipt 
in  Cleveland 
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Test  our  Wheek. 


•M   i  ^ 


IBM  Wheelwriter  Typewriters 

Model  50  &  70  Series  II 


And  you  could  win 
some  of  your  own. 


Grand  Prize 

1989  Caniaro  RS  Convertible 


II  vou  want  to  get  on  track  to  higher  office  productiv- 
ity, IBM  lias  your  Wheels — the  Wheelwriter®  Series  II 
Fypewriters.  Test-drive  the  Wheelwriter  50  or  70  in 
your  own  office.  Its  free.  Discover  why  Buyers  Labora- 
tory Inc.  rated  the  Wheelwriter  50  an  ''ideal  tool  lor 
word  processing  and  statistical  typing,"  and  the 
Wheelwriter  70  the  "Most  Outstanding  Display- 
based  Electronic  Typewriter  '  of  the  year  "that  offers  a 
w  ide  range  of  excellent  word  processing  capabilities." 

Give  the  Wheelwriter  the 
•-•=*^\gD»    ^""U^     green  light  and  you  could  get  even 
more— up  to  a  $250.00  trade-in 
allowance  on  an  IBM  Correcting 
Selectric®  II  or  III  Typewriter. 


Plus,  when  vou  choose  a  Supplies 
/Xgreement,  you'll  get  two  print- 
wheels  from  IBM  absolutely  free. 

When  you  take  the  Wheelwriter  50  or 
70  for  a  spin,  you'll  be  eligible  to  win  the  (^rand  Prize 
in  the  Test  Our  Wheels  Sweepstakes — a  1989  Camaro 
RS  Convertible.  2,500  First  Prize  winners  will 
also  receive  a  pair  ol  stylish  Ray-Ban  Wavlarer 
sunglasses.  For  details  on  how  to  arrange  for  a  free 
test  and  complete  sweepstakes  information, 
contact  your  participating  IBM  Business  Partner — 

Authorized  Typewriter  Dealer  or  

call  1  800  IBM-7257,  ext.  176*  But  y"^==- 
hurry,  offer  ends  July  31, 1989.  ==^=  T  = 


^ll{M,  Wheelwriler  and  Selerlric  are  registered  trademarks  of  International  Business  Maehines  (Corporation.  Wavfarer  is  a  registeretl  trademark  of  Baiisrh  A  l.oml).  *No  test  necessary. 


Every  day, 
3,000  importers  and  exporters 

see  us  first. 

At  the  Taioei  World  Trade  Center,  thousands  of  local  and  inter- 
national traders  can  be  found  in  one  convenient  location.  That  adds 
up  to  over  100,000  import  and  export  products  on  permanent  display 
under  one  roof. 

No  wonder  so  many  of  the  world's  importers  and  exporters 
come  to  TWTC  first  to  set  t  usiness  in  motion! 


See  us  first. 


MIPEI  WORLD 
'•/'.''A.  ^)  TR^DE  CENTER 


5  Hsin/i  Road.  Sec  5.  Taipei  10509, 
Taiwan  Republic  ot  China 
Td  (02)725  1111 
Fax  886  2  725^1314 
Telex  28094  TPEWTC 


CHim  EXTERN/tL  TR/IDE 
DEl'ELOP/VIENI  COUNCIL 


New  York-CETDC  Inc 
Tel  (212)532-7055  •  Fax  (212)213  4189 
San  Franc'sco-Far  East  Ti-ade  Service.  Inc 
Tel  (415)788-4304  •  Fax  (415)788-0468 
Chicago-Fai  EasI  Trade  Sen/ice.Inc 
Tel  (312)321  9338  •  Fax  (312)321  1635 


RJR  Nabisco,  Inc, 


has  been  acquired  by 
a  wholly-owned  subsidiary  of 


RJR  Holdings  Corp. 


a  corporation  organized  by 


Kohlberg  Kravis  Roberts  &  Co, 


The  undersigned  acted  as  financial  advisors  to  the 
Special  Committee  of  the  Board  of  Directors  of 
RJR  Nabisco,  Inc.  in  connection  with  this  transaction. 


Dillon,  Read  &  Co.  Inc.  Lazard  Freres  &  Co. 
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really  the  only  way  we  can  compete." 

If  that's  true  at  home,  it's  doubly  so 
overseas.  Prior  to  the  passage  of  last 
year's  trade  law,  even  if  a  company 
could  prove  that  a  foreign  competitor 
violated  a  U.  S.  patent  on  a  manufactur- 
ing process,  it  had  to  show  that  econom- 
ic damage  had  resulted.  Corning  Glass 
Works,  which  had  sued  Sumitomo  Elec- 
tric Industries  for  stealing  a  method  for 


making  optical  fibers,  couldn't  meet  the 
test  because  the  International  Trade 
Commission  found  that  Corning  was 
selling  all  the  optical  fiber  it  could 
turn  out. 

Under  the  new  law,  it's  enough  to 
prove  that  a  patent  has  been  violated. 
That  should  encourage  research  in  the 
U.  S.  on  more  efficient  manufacturing 
methods,  economists  say,  since  those 


innovations  will  not  be  stolen  now 
Another  key  section  of  the  trade  lav 
tries  to  bully  intellectual  propert; 
thieves  abroad  by  embarrassing  them 
By  May  30,  U.  S.  Trade  Representativ. 
Carla  A.  Hills  must  release  a  list  o 
countries  that  inadequately  protec 
American  goods  from  counterfeiting  o 
infringement.  Six  months  later,  cour 
tries  that  haven't  tightened  their  prot& 


Commentary/by  Keith  Hammonds 


DON'T  BURY  SOFTWARE'S  PROMISE  IN  A  LEGAL  BOG 


Suppose  you  invented  a  better 
clock.  No  one  would  question 
your  legal  right  to  protect  the 
mechanism  that  runs  it  from  imitation. 
But  what  about  the  face:  the  arrange- 
ment of  12  numerals  and  the  clockwise 
movement  of  the  hands?  Should  you  be 
able  to  protect  that?  Surely  not — that's 
too  far-fetched. 
Or  is  it? 

That's  what  the  courts  will  de- 
cide starting  late  this  year.  The 
products  at  issue  are  computer 
programs,  not  clocks,  but  the 
question  is  the  same:  To  what 
extent  can  a  software  company 
legally  protect  a  program's  ap- 
pearance, design,  and  functiona- 
lity— its  "look  and  feel"?  The 
question  is  so  crucial  that  any 
answer  is  controversial.  But  a 
cursory  look  at  the  history  of  the 
computer  business  provides  a 
conclusion:  The  marketplace,  not 
the  courts,  should  decide  whose 
"look  and  feel"  is  deserving. 
MUDDY  ARENA.  The  issue  has 
been  brought  to  a  head  by  three 
companies.  In  Boston,  Lotus  De- 
velopment Corp.  has  charged 
two  small  rivals  with  copying  the 
look  of  its  1-2-3  spreadsheet.  In 
California,  Ashton-Tate  Inc.  is 
suing  to  stop  a  competitor  from  using 
its  computer  language  in  a  new  data- 
base package.  And  Apple  Computer 
Inc.  hopes  to  reserve  for  itself  pictorial 
symbols  used  to  operate  its  personal 
computers. 

The  cases  will  set  precedents  in  what 
has  become  a  muddy  legal  arena.  Tra- 
ditional copyright  law,  which  protects 
creative  expression  of  ideas  but  not  the 
ideas  themselves,  doesn't  perfectly  ap- 
ply to  software,  whose  characteristics 
are  both  creative  and  functional.  In- 
creasingly, in  fact,  software  publishers 
are  applying  for  patents.  But  they 
can't  patent  everything.  So  they're 


also  trying  to  expand  copyright  law. 

The  trick  is  to  move  the  law  in  a 
direction  that  benefits  everyone.  But 
it's  doubtful  whether  exceedingly 
broad  protections  will  do  that.  From 
the  start,  software  has  been  a  deriva- 
tive product.  Programmers  improve  on 
what  has  been  done  before.  "That's  the 
way  we  learned  to  do  things,"  says 
Daniel  S.  Bricklin,  a  veteran  program- 


mer.  "We  stand  on  the  shoulders  of 
other  giants." 

In  1979,  Bricklin  himself  invented 
VisiCalc,  the  first  spreadsheet  for  per- 
sonal computers.  Three  years  later,  Lo- 
tus founder  Mitchell  D.  Kapor  bor- 
rowed the  concept  and  turned  it  into  1- 
2-3,  soon  making  VisiCalc  obsolete. 
That,  says  Bricklin,  is  the  one  best  ar- 
gument against  broad  copyright  pro- 
tection for  software:  It  would  leave  lit- 
tle room  for  the  next  Lotus  to  emerge. 

Certainly,  Lotus  and  other  innova- 
tors are  entitled  to  protection  of  their 
creative  efforts.  Copyright  law  clearly 
makes  it  illegal  to  copy  the  code  that 


makes  up  1-2-3  or  Ashton-Tate's  dBase 
IV.  And  courts  are  concluding  that  ex- 
act duplication  of  a  program's  appear- 
ance on  the  screen  is  a  crime.  But 
should  the  law  protect  features  that 
just  make  a  program  easier  to  use? 

Not  if  the  goal  is  to  promote  better 
software  and  the  international  competi- 
tiveness of  the  companies  that  buy 
it.  The  software  business  is  hurtling 
forward  at  an  astounding  rate: 
Programs  are  getting  bigger, 
more  powerful,  and  more  com- 
plex by  orders  of  magnitude  ev- 
ery few  years.  To  keep  up,  inno- 
vators need  the  building  blocks 
that,  after  a  decade,  most  PC 
buyers  take  for  granted:  pop-up 
menus,  for  example.  Or  use  of 
the  Fl  key  to  call  up  helpful 
instructions. 

SHELTERED  LIFE?  If  LotUS  and 

Apple  win  their  suits,  even  these 
simple  devices  will  be  protected 
from  duplication.  That  would  cre- 
ate a  "consumer-hostile  issue  in 
an  industry  that  can  ill  afford 
it,"  observes  C.  David  Seuss,  CEO 
and  president  of  Spinnaker  Soft- 
ware Corp. 

It  could  also  ensure  that  a  few 
big  companies  control  the  direc- 
tion of  the  industry.  This  is  hap- 
pening anyway,  to  a  degree:  Large 
companies  are  the  ones  with  the  re- 
search resources  to  tackle  bigger  pro- 
grams and  the  marketing  clout  to 
sell  them.  Do  they  need  another  big 
advantage? 

Mark  Eppley,  president  of  Traveling 
Software,  doesn't  think  so.  His  motto 
is  "innovate,  don't  litigate."  While 
that's  a  self-serving  position  for  any 
entrepreneur  to  take,  it's  also  a  princi- 
ple that  companies  such  as  Apple  and 
Lotus  followed  as  startups.  That  alone 
should  persuade  the  courts  to  prevent 
these  companies  from  closing  the  door 
on  others  now. 
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Good  taste  is  always  an  asset? 
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tions  will  face  costly  trade  sanctions, 
such  as  removal  from  the  list  of  pre- 
ferred trading  partners.  U.  S.  officials 
are  meeting  daily  with  representatives 
of  Third  World  countries,  which  are  seen 
as  the  worst  culprits.  And  already,  un- 
der a  now-infamous  section  of  the  1988 
law  called  Super  301,  Hills  has  issued  a 
report  outlining  the  unfair  trade  prac- 
tices of  36  countries.  Nearly  every  list- 
ing includes  a  section  on  lax  intellectual 
property  protection. 

BACKROOM  PRICE.  It  will  take  more  than 
chest-pounding,  however,  to  stop  the  ille- 
gal copying  that  has  become  ingrained 
in  many  less  developed  countries.  For 
one  thing,  some  governments  cloak 
these  activities  in  public-welfare  terms, 
arguing  that  enforcing  U.  S.  intellectual 
property  laws  will  destroy  local  econo- 
mies and  raise  prices,  especially  for 
drugs  and  medical  care.  Unchallenged, 
the  pirates  have  free  rein.  At  the  Fat 
Kee  Computer  Book  Shop  in  Hong 
Kong's  Golden  Computer  Centre,  a  two- 
story  building  occupying  a  city  block, 
computer  lovers  will  find  plastic-covered, 
copyrighted  editions  of  the  Lotus  1-2-3 
spreadsheet  on  display  at  $507.69.  A  re- 
quest for  "other  prices"  produces  a  rip- 
off  copy  for  $44.87.  "There  is  no  point  in 


buying  the  original,"  says  manager 
Kony  Suen. 

Another  difl[iculty  is  that  U.S.  retalia- 
tion against  pirating  countries  risks 
helping  anti-American  or  antigovern- 
ment  interests.  "Developing  countries 
have  allowed  industries  based  on  steal- 
ing to  grow  up,  and  now  those  industries 
have  political  power,"  says  Pfizer's 


'It's  regrettable  that 
the  court  leans  as  far  as 

it  does.  We  didn't 
intend  it  to  be  that  way' 


Pratt,  who  recently  chaired  a  Presiden- 
tial advisory  committee  on  intellectual 
property  rights  and  trade  rules. 

Consider  Thailand.  President  Reagan 
in  late  1988  denied  Bangkok  duty-free 
treatment  on  $165  million  worth  of 
goods  from  Thailand  because  of  lax  en- 
forcement of  intellectual  property  laws. 
This  produced  a  vitriolic  reaction.  "What 
the  Americans  want  is  to  forcibly  flood 
the  Thai  market  with  U.  S.  products," 


declares  one  Thai  university  professor  i' 
After  the  U.  S.  imposed  punitive  tar.  if 
iffs  on  $39  million  of  Brazilian  imports  W 
last  June  to  retaliate  against  Brazil's  ft 
refusal  to  protect  American  pharmaceu  f 
tical    patents,    Ulysses    Guimaraes  n^l 
■president  of  Brazil's  Congress,  blastec  B 
the  decision  as  a  "gratuitous  act  of  ag| 
gression."  Then,  Brazil  teamed  up  witn 
other  Third  World  countries  to  prevenifti 
General  Agreement  on  Tariffs  &  Tradq 
negotiators  from  adopting  intellectual 
property  standards.  GATT  is  an  internajj 
tional  body  that  attempts  to  eliminat 
trade  barriers. 

In  South  Korea,  senior  officials  worrji^ 
that  protecting  U.  S.  intellectual  proper 
ty  rights  could  mean  removing  unauthoBi«: 
rized  versions  of  foreign  textbooks  frorrBCSi 
the  dozen  bookstores  outside  the  en  n 
trance  of  Seoul  National  University.  Anc 
they  believe  that  could  rekindle  the  re  S 
cent  wave  of  anti-American  student  deni' 
onstrations  in  Seoul. 

Indeed,  U.  S.  companies  are  dividec  ods 
over  the  wisdom  of  cracking  down  over 
seas.  That  may  curtail  unfair  competi  lis 
tion,  but  at  what  price?  Richard  R.  Nel  a' 
son,  a  Columbia  University  economist  ft 
warns  that  foreign  companies,  forced  tc  n 
move  beyond  mere  imitation,  could  be  pt 
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ne  an  even  greater  threat  to  the  U.  S. 
3y  "will  be  a  little  more  original  and  a 
le  more  creative" — and  beat  Ameri- 
I  products  on  a  level  playing  field. 
RY  INVESTORS.  In  the  U.  S.,  Kasten- 
ier,  Congress'  leading  intellectual 
perty  booster,  sees  signs  that  intel- 
:ual  property  protection  is  going  too 
.  He  criticizes  the  tendencies  of  the 
V  appeals  court.  "It's  regrettable  that 
court  leans  as  far  as  it  does.  We 
n't  intend  it  to  be  that  way."  Another 
h  &  Neave  partner,  Robert  C.  Mor- 
1,  believes  that  small  companies  are 
.ring  the  brunt  of  infringement  suits, 
cites  Intel  Corp.'s  lawsuit  charging 
client,  Atmel  Corp.,  a  small  Silicon 
ley  chipmaker,  with  infringing  Intel's 
mory  chip  technology.  Atmel  couldn't 
public  last  year  because  Intel's  suit 
oked  potential  investors.  While  the 
e  awaits  action  in  court,  Atmel  hangs 
and  is  seeking  other  sources  of  capi- 
Says  Morgan:  "It  appears  patents 
being  used  by  large  companies  to 
t  down  smaller  competitors."  Re- 
nds Intel  lawjer  Carl  Silverman: 
lis  is  no  make-believe  litigation.  At- 
is  copying  products  without  a  li- 
se." 

f  tactics  like  Intel's  win  out,  critics 
r  innovation  could  suffer.  For  years, 
jor  breakthroughs  have  occurred  be- 


SOME  BIG  FIGHTS  OVER  INTELLECTUAL  PROPERTY 


1 985  Polaroid  wins  a  nine-year  battle 
against  Eastman  Kodak  over  patents  for  in- 
stant cameras,  forcing  Kodak  out  of  the 
business.  Pending  damage  trial  could  force 
Kodak  to  pay  up  to  $10  billion 

1 986  An  appeals  court  victory  leads  Pat- 
lex  Corp.,  a  patent  licensing  company,  to 
sue  infringers  of  patents  held  by  inventor 
Gordon  Gould  for  laser  technology.  Most 
pay  up  rather  than  litigate.  Other  inventors 
adopt  Patlex's  strategy 

1987  Coming  Glass  Works  wins  patent 
infringement  suit  against  Sumitomo  Elec- 
tric Industries  over  the  design  of  optical  fi- 
bers, forcing  Sumitomo  to  close  its  fiber 
optic  plant 


1988  A  landmark  arbitration  settlement 
calls  for  Fujitsu  to  pay  close  to  $1  billion  to 
IBM  to  resolve  a  dispute  over  copyrights 
on  mainframe  operatiiig  system  software. 
In  return,  Fujitsu  gains  access  to  updated 
versions  of  IBM's  software 

1 989  Resolving  a  five-year-old  lawsuit  be- 
tween NEC  and  Intel,  a  federal  judge  in  San 
Jose,  Calif.,  rules  that  the  microcode  used 
to  instruct  the  microprocessors  that  run 
personal  computers  can  be  copyrighted 
but  that  Intel  forfeited  its  claim  to  owner- 
ship because  it  failed  to  use  the  copyright 
symbol.  The  judge  also  rules  that  competi- 
tors can  legally  duplicate  the  functions  of  a 
chip  without  infringing 


cause  companies  could  build  on  the  suc- 
cesses of  their  competitors.  Yale  Univer- 
sity economist  Richard  C.  Levin  wonders 
if  the  computer  industry  would  even 
have  developed  if  companies  hadn't  had 
easy  access  to  the  transistor,  the  pio- 
neering technology  patented  by  Ameri- 
can Telephone  &  Telegraph  Co.  in  1948 
and  licensed  freely  to  all  comers. 

For  now,  such  questions  remain  in  the 
background.  Patent,  copyright,  and 


trademark  owners  have  the  upper  hand. 
They're  likely  to  hold  it  for  a  while.  And 
they're  confident  that  their  newfound 
power,  combined  with  Yankee  ingenuity, 
will  preserve  America's  edge  in  innova- 
tion. The  nation's  future  could  depend  on 
whether  they're  right. 

By  Paula  Dwyer  in  Washington,  untk 
Laura  Jereski  in  Boston,  Zachary  Schiller 
in  Cleveland,  Dinah  Lee  in  Hong  Kong, 
and  bureau  reports. 


\ 


\ 


"BOY!' 


'TMAN  AUNT!' 


\ 


\ 


\ 


\ 


\ 


\ 


> 


/ 

CENTEL 

A  star  IS  born  And  Centel  helps  spread  the  word  even 
more  quickly  and  clearly  than  ever  thanks  to 
technical  advances  in  fiber  optics  and  digital  switching - 

areas  in  which  our  telephone  operations  have 
demonstrated  innovative  leadership  tor  years.  The  same 

is  true  of  our  cellular  system,  already  second  in 
number  of  markets  served  and  growing  fast.  All  of  which 
helps  us  bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

•  Telephone  •  Cellular  Communications  • 

•  Business  Systems  -  Power  Distribution  • 


HOT  GROWTH 
COMPANIES 

BW'S  AKNUAL  LIST  OF  THE  BEST  SMALL  BUSINESSES 


orman  Melnick  isn't  what  you'd 
call  a  high-powered  operator.  No 
business  school,  no  fancy  suits, 
no  car  phone.  He's  just  a  regular  guy 
from  Brooklyn  who  happens  to  know  a 
lot  about  pens.  And  Moms. 

Melnick,  a  gregarious  former  chemist, 
is  chairman  and  founder  of  Pentech  In- 
ternational Inc.,  No.  11  on  BUSINESS 
week's  annual  list  of  Hot  Growth  Com- 
panies. With  son  David,  chief  of  opera- 
tions, Melnick  masterminds  products  de- 
signed to  excite  both  children  and  their 
mothers.  Take  Erasables,  his  line  of 
erasable  marking  pens.  "A  kid  can  color 
on  the  carpet,  and  it  comes  right  off," 
Melnick  explains.  Or  try  Gripstix  pencils, 
which  have  special  grooves  to  fit  a 
child's  fingers  and  help  with  penman- 
ship. Then  there  are  Twins,  crayons  with 
a  different-colored  point  on  each  end,  so 
kids  get  twice  as  many  colors  per  pack. 
THINKING  SMALL.  Melnick  isn't  the  first 
to  try  to  satisfy  a  child's  urge  to  draw. 
But  he's  got  a  couple  of  things  in  his 
favor.  He  brainstorms  endlessly  to  come 
up  with  products  that  offer  a  unique 
twist  but  might  not  generate  the  volume 
demanded  by  a  larger  company.  And 
he's  able  to  devote  the  necessary  atten- 
tion to  seemingly  simple  but  complicated 
processes,  such  as  producing  a  two-color 
crayon.  Bigger  companies,  he  says, 
couldn't  be  bothered  figuring  out  how  to 
make  Twins,  but  Melnick  and  his  Korean 
manufacturer  have  come  up  with  an  effi- 
cient way  to  automate  the  process.  The 
hustle  has  paid  off:  Since  its  founding  in 
1984,  Pentech's  sales  have  rocketed  to 
$17.8  million  in  the  latest  12  months, 
while  earnings  have  grown  to  $2  million. 

Melnick  is  a  case  study  in  how  think- 
ing small  can  pay  big  dividends.  Larger 
companies,  beset  with  threats  from 
abroad  and  merger  mania,  are  tending 
to  larger  markets.  Because  manufactur- 
ing technology  and  automation  have  got- 
ten cheaper,  entrepreneurs  like  Melnick 
can  exploit  the  niches  left  behind  more 
efficiently.  But  it's  no  Cakewalk  being 
small.  A  dearth  of  skilled  employees  and 
concerns  over  a  slowdown  in  the  econo- 
my are  plaguing  small  U.  S.  companies. 


And  as  this  year's  BW  survey  of  the 
international  upstarts  attests  (page  110), 
global  competition  and  weak  financial 
markets  are  making  life  more  challeng- 
ing for  smaller  companies  worldwide. 

The  BUSINESS  WEEK  Hot  Growth  list 
of  publicly  traded  companies  is  full  of 
businesses  that  have  found  an  edge  over 
the  competition — big  or  small.  From  a 
universe  of  3,853  companies  with  sales 
of  less  than  $150  million  tracked  by 
Standard  &  Poor's  Compustat  Services 
Inc.,  BW  chose  the  top  100  based  on 
average  growth  in  sales  and  earnings  in 
the  past  three  years  and  a  three-year 
average  return  on  invested  capital.  With 
16  entries,  software  companies  are  the 
most  heavily  represented — as  the  indus- 
try rushes  to  help  the  nation  program  its 
glut  of  computer  hardware.  Companies 
providing  medical  products  and  services, 
such  as  No.  1  T^  Medical  Inc.,  also  are 
hot,  benefiting  from  the  cost-cutting 
craze  in  medicine. 

By  and  large,  this  is  an  eclectic  group. 
What  they  have  in  common  is  scorching 
performance:  Average  three-year  sales 
growth  topped  70%  vs.  7.3%  for  compa- 
nies in  the  Standard  &  Poor's  400-stock 
index.  Earnings  growth  averaged  120%- 
vs.  S&P's  19.1%.  And  while  these  compa- 
nies averaged  a  23.7%  return  over  three 
years,  the  S&P  averaged  just  10.5%'. 

Getting  on  the  BW  list  is  tough,  but 
staying  on  it  is  even  tougher:  Only  35  of 
this  year's  crop  graced  the  list  in  1988. 
Some  just  couldn't  keep  up  the  pace, 
slowed  to  a  crawl  by  growing  pains. 
Looking  to  diversify  from  vinyl-siding  in- 
stallation into  building  decks,  Amre  Inc. 
tumbled  when  an  acquisition  went  awry. 
Ohio  Art  Co.  lost  money  in  the  first 
quarter  because  a  lackluster  Christmas 
crimped  sales  of  its  toys.  However,  a 
few  companies,  such  as  L.  A.  Gear  Inc., 
simply  outgrew  the  list.  Ranked  No.  3 
last  year,  the  trendy  footwear  and  ap- 
parel maker  exploded  past  BW's  bound- 
aries when  sales  shot  from  $70.6  million 
in  1987  to  $223  million  in  1988. 

After  seven  years  of  robust  economic 
expansion,  even  the  highfliers  can  antici- 
pate some   turbulence — particularly 
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when  it  comes  to  financing.  To  see  the 
impact  of  the  anemic  market  for  new 
stock  offerings,  just  ask  Vincent  M.  Ga- 
lano  Sr.,  chairman  of  Convergent  Solu- 
tions Inc.  in  Laurence  Harbor,  N.  J.  Con- 
vergent Solutions,  whose  booming  sales 
of  software  tools  helped  make  it  No.  17 
on  the  list,  went  public  two  months  be- 
fore Bloody  Monday  with  high  hopes. 
Then,  Fitzgerald,  De  Arman  &  Roberts 
Inc.,  the  brokerage  company  that  orches- 
trated its  offering,  folded  in  the  after- 
math. With  no  one  to  push  sales  of  its 
stock,  the  shares  have  languished  at 
about  3,  only  four  times  current  earn- 
ings. Galano,  who  had  hoped  to  use  new- 
ly issued  stock  to  make  acquisitions  and 
lure  top-notch  talent,  can't  use  it  for  ei- 
ther. To  make  matters  worse,  this  year 
Convergent  had  to  buy  back  some  of  its 
shares  held  by  investment  company 
T.  H.  Lehman  &  Co.  when  the  disgrun- 
tled stockholder  took  a  run  at  the  com- 
pany. Asks  Galano  now:  "What  have  I 
done  by  going  public?" 
BANKING  ON  BANKS.  Pentech's  Melnick 
also  lost  his  sponsoring  broker  to  the 
stock  market  crash.  And  although  both 
are  growing  smartly,  neither  Phoenix 
Technologies  Ltd.,  a  software  maker, 
nor  Arctic  Alaska  Fisheries  Inc.,  a  fish- 
ing company,  is  trading  above  the  prices 
commanded  at  the  time  it  went  public 
last  year. 

One  alternative  to  such  woes,  say  a 
growing  number  of  small-business  finan- 
ciers, might  be  to  avoid  the  equity  mar- 
kets altogether.  The  reason:  In  the  past 
five  years,  entrepreneurs  have  increas- 
ingly been  able  to  turn  to  banks,  which 
have  become  more  willing  to  lend  to 
small,  high-risk  companies.  Moreover, 
banks  will  refinance  the  debt  later,  al- 
lowing equity  investors  a  way  out.  That 
kind  of  hquidity  used  to  be  available 
only  through  a  public  offering.  "It's  a 
whole  new  ball  game,"  says  Arthur  D. 
Perrone  Jr.,  vice-chairman  at  consultant 
Geneva  Cos.  In  the  meantime,  the  outfit 
can  grow  at  its  own  pace,  free  from 
Wall  Street's  glare.  The  new  acceptance 
of  such  deals,  says  Stanley  E.  Pratt,  a 
general  partner  in  Abbott  Capital  Man- 
agement, "keeps  venture  capitalists 
from  forcing  companies  [to  go]  public 
too  soon." 

For  those  companies  already  trading 
on  the  open  market,  however,  the  out- 
look is  bittersweet.  Small  companies 
should  be  able  to  cope  fairly  well  with 
an  economic  slowdown  because  of  their 
agility  in  adjusting  overhead  and  output. 
But  the  heady  days  of  unlimited  growth 
may  soon  be  over.  Although  there  will 
always  be  Hot  Growth  Companies,  in  an 
uncertain  environment,  leading  the  pack 
will  become  tougher  than  ever. 

By  Michael  Oneal  in  New  York 


T2  MEDICAt 


MIXING  UP  A 
RICH  INTRAVENOUS 
SOLUTION 


Five  years  ago,  Thomas  E.  Haire 
and  Tommy  H.  Carter  were  two 
down-on-their-luck,  out-of-work, 
medical-products  salesmen.  Then  they 
spotted  an  intriguing  trend:  A  bunch  of 
companies  had  popped  up  to  deliver  in- 
travenous drugs  and  nutrients  to  pa- 
tients at  home. 

So,  Haire  and  Carter  incorporated  as 
T-  Medical  Inc.  and  hit  the  road  in  a  1972 


They  were  the  first 
to  recognize  that 
doctors  wanted 

a  piece  of  the  action' 


Grand  Prix  to  build  a  company.  Their 
story  says  a  lot  about  how  quickly  the 
environment  for  a  small  business  can 
change — and  how  vital  it  is  for  an  entre- 
preneur to  change  along  with  it. 

The  two  T's  came  up  with  a  novel 
marketing  strategy.  They  set  up  local 
service  centers  by  enlisting  hometown 
doctors  as  investors.  The  doctors  anted 
up  the  capital,  and,  as  owners,  assigned 


a  steady  supply  of  patients  to  T^'s  carci 
"We  kicked  ass  when  we  came  to  town," 
grins  Haire,  T^'s  44-year-old  chairman. 

Indeed,  Haire  and  Carter  have  built 
what's  probably  the  nation's  most  profit- 
able home-infusion  company.  Founded  in 
an  Atlanta  suburb  in  early  1984,  T-  now 
operates  37  infusion  centers  nationwide. 
The  entrepreneurs  today  boast  a  net 
worth  of  some  $7  million  apiece.  They, 
head  a  fast-growing  business  projected 
to  triple  sales,  to  about  $35  million,  and 
double  earnings,  to  about  $7  million,  in; 
the  fiscal  year  ending  on  Sept.  30. 

T-'s  crafty  joint  ventures  caught  ri- 
vals off  guard.  In  response,  some,  such 
as  industry  leader  Caremark,  a  unit  of 
Baxter  Healthcare  Corp.,  are  also  offer- 
ing partnership  deals  and  fees  to  doctors 
who  refer  patients.  "T"  is  a  tough  little 
competitor,"  concedes  Caremark  Presi- 
dent Charles  H.  Blanchard.  "They  were 
the  first  to  recognize  that  doctors  want- 
ed a  piece  of  the  action." 
'ON  THIN  ICE.'  T-  was  also  the  first 
catch  congressional  heat.  A  new  law,  e: 
fective  next  year,  bars  medicare  pay- 
ments to  infusion  centers  owned  by  re- 
ferring physicians.  T^  was  quick  to 
exploit  a  loophole  that  permits  payments 
as  long  as  no  single  doctor  owns  more 
than  5%  of  a  center  he  refers  patients  to. 
Consequently,  T^  sold  stock  to  the  public 
last  year  and  is  using  the  stock  and  cash 
to  buy  centers  back  from  the  doctors. 
The  doctors'  interest  in  T^'s  success  re- 
mains strong,  however,  since  they  own 
50%  of  the  company. 

Nevertheless,  another  proposal  rat- 
tling around  the  Capitol  would  eradicate 
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:h  exceptions  for  all  but  the  largest 
)lic  companies.  And  even  without 
uble  from  Washington,  faces  plen- 
of  threats.  As  home-infusion  compa- 
3  proliferate,  doctors  and  patients 
:e  are  becoming  more  choosy,  and 
t's  putting  pressure  on  prices.  More- 
r,  buying  out  its  doctor-partners  has 
isted  the  company's  debt  and  slowed 
s  expansion.  Now,  the  company, 
ich  lacks  a  sales  force,  must  learn  to 
as  aggressively  as  Caremark  and 


FTWARE  TOOLWORKS 

:S  CRANE  MAKES 
IE  FIOPPY-DISK 
IT  PARADE  

rou  can  count  on  one  hand  the 
software  executives  who  won  an 
Emmy  and  a  Grammy  before 
ibing  aboard  BUSINESS  week's  list  of 
:  Growth  Companies.  Make  that  one 
;er. 

leet  Les  Crane,  founder  of  Software 
ilworks  Inc.  In  his  pre-software  days, 
,ne  won  a  TV  Emmy  Award  in  1963 
his  outrageous,  Morton  Downey- 
!e  antics  as  a  talk-show  host.  Poor 
ngs  sank  the  show.  But  Crane  turned 
recording  and  eight  years  later, 
pped  up  a  Grammy  for  his  hit  single 
■iderata,  a  moody  tune  that  featured 
ne  reciting:  "Go  placidly  amid  the 
>e  and  haste  . . . ." 

I'lOKE  OF  GENIUS.'  Medical  school  in 
<ico,  movie  acting,  and  a  stint  as  a 
lia  consultant  were  less  successful. 
,  since  he  launched  Software  Tool- 
■ks  in  1985,  Crane  has  returned  to  the 
Parade  with  floppy  disks.  Chessmas- 
2000  and  Chessmaster  2100,  a  pair  of 
grams  he  invented  for  personal  com- 
ers, have  become  the  industry's  best- 
ing chess  games.  And  now  he  has  a 
of  70  offerings.  "Records  are  no  dif- 
;nt  than  this,"  Crane  says,  waving  a 
py  disk  in  the  air.  ""They're  both 
ns  of  communication." 
•f  course,  Toolworks  isn't  the  only 
fit  targeting  the  home  computer- 
(le  market.  But  Crane  wins  accolades 
the  offbeat.  Jazzy  3-D  graphics  spice 
staid  games  such  as  chess.  And  for 
er  originality,  try  Life  and  Death, 
ire  hackers  become  surgeons  who  of- 
lose  their  electronic  patients.  For  the 
cational  market,  Toolworks  features 
i^is  Beacon  Teaches  Typing,  which  tu- 
i  users  with  rhymes,  riddles,  and 
is.  "It's  a  stroke  of  genius,"  admits 
David  Seuss,  chief  executive  of  Spin- 
er  Software  Corp.,  a  Toolworks  rival, 
told,  Toolworks  has  sold  1  million 
ies  of  its  programs  in  the  game  and 
cational  markets. 


others  that  have  sellers  in  the  field.  "[T^] 
is  skating  on  thin  ice,"  says  competitor 
Patrick  S.  Smith,  president  of  New  En- 
gland Critical  Care  Inc. 

Haire  admits  that  T-  is  a  "one-trick 
pony."  And  for  now,  it  appears  that  one 
trick  is  still  appealing.  Since  home  infu- 
sion is  cheaper  than  hospital  stays,  ana- 
lysts expect  20%  annual  growth  over  the 
next  five  years.  Haire  and  Carter  insist 
that  the  relationships  they've  developed 
with  local  doctors  will  keep  growth  brisk 


Crane  took  the  Chatsworth  (Calif.) 
company  public  two  years  ago  and  has 
since  seen  its  fortunes  soar.  Toolworks' 
sales  have  grown  sixfold,  to  $3.8  million 
for  the  fiscal  year  ended  on  Mar.  31, 
while  profits  have  shot  from  breakeven 
to  $594,000.  Analysts  project  that  gross 
margins  of  68% — a  full  23  percentage 
points  ahead  of  the  industry  average — 
will  help  push  profits  to  $2  million  this 
year  on  revenues  of  $11  million.  The 
stock  is  at  an  all-time  high  of  $8  a  share, 
10%'  above  last  year's  peak. 

Credit  Crane's  creativity  for  much  of 
that  success.  But  marketing  savvy  and 
hustle  have  helped,  too.  He  has  lined  up 
distributor  Electronic  Arts  to  push  his 
products  into  11,000  stores  nationwide. 
PC  maker  HeadStart  Technologies  Co. 
will  bundle  various  Toolworks  programs, 
including  Chessmaster  and  Mavis  Bea- 
con, with  the  35,000  computers  it  will 
ship  this  year.  In  addition.  Crane  has 
enlisted  the  London  arm  of  Chicago's 
Mindscape  Inc.  to  tap  the  European  mar- 
ket and  has  licensed  Chessmaster  for  a 
version  to  be  used  on  the  popular  Nin- 
tendo game  systems.  "He's  a  marketing 
whiz  who  knows  how  to  pick  bread-and- 
butter  products,"  says  Sarah  A.  Stack, 
an  analyst  at  Bateman  Eichler,  Hill  Rich- 


even  if  they  have  to  rely  only  on  their 
existing  markets. 

Like  many  an  entrepreneur  before 
them,  however,  T^'s  scrappy  founders 
will  have  to  fine-tune  their  approach  to 
cope  with  a  quickly  changing  environ- 
ment. From  here  on,  growth  will  depend 
on  the  basics:  efficiencies,  service  and 
pounding  the  pavement  for  customers. 
The  days  of  taking  a  shortcut  to  growth 
with  a  marketing  gimmick  are  over. 

By  Scott  Ticer  in  Roswell,  Ga. 


ards      Inc.      in      Los  Angeles. 

Crane  faces  some  hurdles.  The  market 
for  computer  games  is  faddish  and  un- 
predictable. Analysts  warn  that  Tool- 
works must  keep  balancing  its  more  out- 
rageous offerings  with  standards  such 
as  Chessmaster.  Crane,  who  helps  con- 
trol his  costs  by  producing  his  own  flop- 
pies, hedges  his  bet  on  games  by  print- 
ing packages  and  instruction  materials 
for  other  software  makers  in  his  produc- 
tion facilities.  Moreover,  with  the  pur- 
chase of  D/S  Technologies  Inc.,  a  small 
software  maker  near  Chicago,  he's  di- 
versifying into  "utilities"  software,  used 
by  programmers  for  troubleshooting. 

Throughout  the  years,  Crane's  formu- 
la for  success  has  remained  constant.  On 
the  Les  Crane  Show,  the  host  confront- 
ed guests,  such  as  Lee  Harvey  Oswald's 
widow,  Marina,  with  a  microphone 
shaped  like  a  gun.  His  ploys  now  are  no 
less  provocative.  He  plans  to  release 
three  new  products  in  June,  including 
Journey  through  the  Black  Hole,  the 
first  software  game  a  user  must  don  3-D 
glasses  to  play.  Crane  admits  he  still 
thinks  about  the  bright  lights  of  show 
biz.  But  for  now,  he'll  take  his  applause 
in  the  form  of  bulk  sales. 

By  Patrick  E.  Cole  in  Chatsworth,  Calif. 


CRANE:  RECORDS  AND  FLOPPIES  ARE  "BOTH  FORMS  OF  COMMUNICATION" 
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The  challenge  was  to  create  a  new  car 
worthy  of  wearing  the  Thunderbird 
wings.  The  result  is  the  most  aerodynamic 
Thunderbird  ever  And  a  car  with  perform- 
ance to  match  its  looks. 

A  responsive  3.8  litre  V-6  engine  with 
sequential  electronic  fuel-injection  is  standard. 
So  is  an  independent  rear  suspension.  And 


there's  even  the  option  of  four-wheel-disc 
anti-lock  brakes. 

Inside,  Thunderbird  achieves  a  new 
level  of  comfort  and  convenience  with 
increased  room  for  five  adults  and  a  long 
list  of  standard  features,  including  air  condi- 
tioning, power  windows  and  an  electronic 
AM/FM  stereo. 


There's  never  been  a  car  like  Thunderbird. 
And  there's  never  been  a  Thunderbird  Uke  thi« 


It  all  adds  up  to  an  automobile  that's 
upressive  even  by  Thunderbird  standards, 
'he  1989  Ford  Thunderbird. 
Tansferable  6-Year/60,000-Mile 
'owertrain  Warranty. 

Covers  you  and  future  owners,  with  no 
ransfer  cost,  on  major  powertrain  components 
31 6  years/60,000  miles.  Restrictions  and 


deductible  apply  Ask  to  see  this  limited 
warranty  at  your  Ford  Dealer. 

New  Ford 
Thunderbird 

Have  you  driven  a  Ford... lately? 


E 


ALLWASTE 


BUBBA  NELSON 
FIGHTS  FOR 
THE  DIRTY  JOBS 


In  1978,  R.  L.  "Bubba"  Nelson  Jr.  was 
driving  a  garbage  truck  for  his  one- 
man  startup,  Allwaste  Inc.  He  be- 
lieved that  removing  waste  from  petro- 
chemical smokestacks  and  tanks  with  a 
powerful  vacuum  cleaner  would  pay  off 
one  day.  He  was  right.  In  1980,  he  had 
12  employees.  Now,  Nelson  sends  checks 
to  1,900  people.  "We're  riding  the  crest," 
he  crows. 

Nelson's  company  has  since  moved 
into  other  brisk  growth  markets:  asbes- 
tos removal  and  glass  recycling.  And 
profits  have  continued  to  soar,  rising 
103%  in  1988,  to  $6.5  million  on  revenues 
of  $86  million. 

FIGHTERS.  Nelson  buys  his  growth.  He 
was  on  the  acquisitions  team  at  trash 
giant  Browning-Ferris  Industries  Inc. 
before  starting  Allwaste.  He  has  since 
bagged  29  mom-and-pop  outfits  with  the 
help  of  President  Clayton  K.  Trier. 
Allwaste's  fat  margins  come  largely 


co-CEOs  TRIER  AND  NELSON:  THET'RE  CLEANING  UP  WITH  ASBESTOS  REMOVAL 


from  asbestos  removal,  for  which  it 
charges  up  to  30%  more  than  competi- 
tors. Jim  D.  Jackson,  a  manager  at  Cen- 
tury Development  Co.,  called  in  Allwaste 
and  six  other  contractors  when  a  fire 
sent  asbestos  fibers  flying.  "They  were 
by  far  the  best,"  Jackson  says.  Were 
they  worth  the  extra  money?  "No,"  he 
says.  "We  used  them  because  we  were 


in  a  crisis."  New  competition  may  fore 
Allwaste  to  slash  prices. 

But  for  now,  Nelson's  on  a  roll:  Al 
waste's  profit  is  projected  to  grow  40' 
in  1989.  And  instead  of  sitting  behind  tl 
wheel  of  a  truck,  he's  crisscrossing  th 
U.  S.  in  a  plane  on  the  lookout  for  anotl 
er  company  to  capture. 

By  Todd  Vogel  in  Housto 


QUIKSIL  VER 


HEY,  DUDE,  CHECK 
OUT  THESE 
BOARDSHORTS 


DIRECTOR  OF  GROOVoLOtoti  McKNICHif: 
MAKING  CLOTHES  FOR  THE  SURFER  SET 


uch  of  the  work  force  shows  up 
in  shorts  and  tank  tops.  Com- 
Iputer-aided  design  systems  lay 
imt  the  patterns.  The  resulting  products 
snake  through  a  huge  automated  ware- 
liouse.  Sounds  like  another  California 
chipmaker,  right?  Guess  again. 

Quiksilver  Inc.  makes  clothes  for  the 
surfer  set.  "Young,  healthy,  adventur- 
ous, athletic.  Parties,  beaches,  sex,  col- 
ors. That  about  sums  it  up,"  says  Presi- 
dent Bob  McKnight.  Or,  as  it  says  on  his 
door:  "Robert  B.  McKnight  Jr.,  Director 
of  Groovology." 

HOTDOGS.  Quiksilver  began  in  1976, 
when  McKnight  and  world  champion 
urfer  Jeff  Hakman  hawked  300  pairs  of 
boardshorts"  out  of  the  back  of  a  van. 
Today,  it's  a  $50  million  enterprise.  For 
I  he  year  ended  last  Oct.  31,  profits  rose 
59%',  to  $3.8  million,  while  sales  climbed 
61%',  to  $48.3  million.  The  stock  recently 
hit  an  all-time  high  of  $14  a  share. 

The  company  has  expanded  its  prod- 
uct line  into  more  conventional  sports- 


wear such  as  knit  shirts  and  walkin 
shorts.  And  it  has  slowly  moved  distribi 
tion  from  surf  shops  to  specialty  an 
department  stores.  The  target  custonu 
remains  the  teenage  male.  But  th 
waistbands  have  expanded  to  a  generou 
38  inches  in  order  to  accommodate  les; 
than-ideal  bodies. 

Management  change  has  been  mor 
radical.  Before  Quiksilver  went  public  i 
1986,  McKnight  and  three  others  ran  th 
company,  pulling  down  annual  salarie. 
in  the  $735,000  range.  Those  were  cut  t 
$150,000,  and  the  company  has  hirt- 
John  C.  Warner,  a  former  May  Depar 
ment  Stores  Co.  executive,  as  chairmai 
At  41,  Warner  is  Quiksilver's  oldest  en 
ployee.  And  he's  no  surfer.  He  brough 
in  professionals  in  sales,  production,  an 
accounting,  and  instigated  the  ne\ 
warehouse  and  computer  systems. 

While  Warner  minds  the  store,  ever\ 
one  else  minds  the  image.  To  launch  it 
first  line  of  skiwear  last  year,  the  con 
pany  ran  a  single  ad  and  hired  three  sk 
hotdogs  to  hit  the  slopes  in  full  Quik 
silver  regalia.  "We  gave  'em  $10,000  am 
told  'em  to  hit  the  top  resorts,  ski  crazy 
and  have  fun  with  the  girls,"  say 
McKnight.  Forgive  him.  He's  directoi-  o 
groovology,  after  all. 

By  Larry  Armstrong  in  Costa  Mesa 

Calif. 
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COVER  STO 


WhylsThe 
AmericanE55)iess 

Caid  Green? 


The  fact  is,  with  an  impressive 
array  of  products  and  services  like 
this,  Visa®  could  make  anyone  a  bit 
envious. 

Visa  Gold  Card. 
Outdelivering  American  Express. 

Visa  Gold  provides  full  value  auto 
rental  insurance,*  emergency  travel 
and  medical  assistance,  and  at  least 
$150,000  in  automatic  travel  accident 
insurance— $50,000  more  than 
American  Express.  Plus  Purchase 
Security  and  Extended  Protection* 
which  covers  most  of  your  purchases 
against  theft,  fire,  loss,  or  breakage. 
And  Visa  Gold  will  bring  both 
emergency  cash  and  a  replacement 
card  right  to  you  anywhere  in 
the  world.  Something  American 
Express  just  can't  deliver. 

Visa  Travelers  Cheques. 
Better  To  Travel  With. 

Visa  can  promptly  refund  lost 
or  stolen  cheques  at  over  248,000 

'Excess  reimbursement  insurance,  certain  conditions 


locations  around  the  world— twice 
as  many  as  American  Express. 
Which  gives  you  twice  as  much 
reason  to  travel  with  Visa 
Travelers  Cheques. 

Visa  Business  Card. 
Better  For  Business. 

Visa's  Business  Card  offers 
deferred  payment  plans,  emergency 
travel  assistance  services,  con- 
venient cash  access,  and  specifically 
tailored  expenditure  reporting 
services.  And  it  is  accepted  at  more 
than  six  million  merchants— that's 
almost  three  times  more  than  the 
American  Express  Corporate  Card. 

Visa  Cash  Access. 
Easier  Access  Worldwide. 

If  you  need  cash  from  just  your 
Visa  card,  you're  covered  with  over 
248,000  banking  branches  around 
the  world.  In  addition,  with  your 
Personal  Identification  Number 
provided  by  your  issuing  bank  and 

and  exclusions  apply. 


your  Visa  card  you  can  get  cash  at 
over  32,000  cash  machines  around 
the  world.  Combined,  this  is  more 
than  ten  times  as  many  places  as 
American  Express. 

Visa  Classic  Card. 
The  Accepted  Leader. 

Visa  Classic  is  the  accepted  lead- 
er because  it's  honored  at  nearly 
three  times  as  many  places  as 
American  Express.  And  six  times 
as  many  Visa  cards  are  used 
throughout  the  world. 

So  next  time  you  have  to  choose, 
remember  which  card  is  green. 

And  why 

It's  Everywhere 
You  Want  To  Bet 


VISA 


©Visa  U.S.A.  Inc.  1989 


sterling  Optical  needed 
a  computer  company 
with  exceptional  vision. 


Uft  to  Rim 
Daroii  Kahii, 

Execulire  Vice Prestdeni .  Su-rhng  Optical 

Richard  U'timnieau, 
AT&T  Data  Sales  Execulire 

Roberts  Sarin, 

Chairman  and  CEO,  iPCO  Corfxjralion. 
President  Sterling  Optical  Dirision 


Chesterfield,  Missouri 
February  28, 1989 


Sterling  Optical,  one  of  tiic  leading  optical  chains  in  the  country. 
wa,s  looking  for  a  way  to  get  a  jump  on  their  competitors  in  the 
retail  eyeglass  and  eyecare  marketplace.  Sterling  Optical  s  Bob 
Savin,  Daron  Kahn  and  AT&T's  Rich  Letourneau  discuss  how 
AT&T  developed  an  open  systems-based,  retail  point-of-sale 
system  to  network  their  250  stores  nationwide. 

Sterling:  We  were  getting  frustrated  by 
the  delays  we  were  facing  with  the  old  way  of 
doing  things.  Our  customers  were  unliappy 
we  were  unhappy  and  headquarters  wasn't 
able  to  keep  up  with  the  volume  of  requests. 
We  knew  a  highly  integrated  distributed  net- 
worked computing  solution  was  the  only  way 
to  go. 

AT&T:  And  you  wanted  to  preserve  the  in- 
vestments >'Ou'd  already  made  in  applications 
software— especially  those  on  the  System/38. 

Sterling:  Absolutely  All  our  RPG-coded 
customer  records  and  our  inventor)'  control 
system  are  stored  in  the  database  at  headquar- 
ters. The  retail  business  is  demanding— you 
can't  afford  to  wait  to  implement  brand-new 
technology  Plus,  we  don't  have  a  \er\'  large 
computer  programming  department,  and  in 
order  to  develop,  modify,  or  change  corpo- 
rate programs  on  the  System/38,  it's  a  big 
effort,  and  it  takes  a  lot  of  time, 

AT&T:  That's  why  we  built  our  multiuser 
platform  based  on  the  UNIX®  System  V  oper- 
ating system.  We  gave  you  the  tools  to 
develop  new  applications  and  get  them  into 
the  mainstream  of  your  business  quickly 

Sterling:  It  made  sense.  We  were  able  to 
keep  our  hardware  and  software  and  install 
AT&T  6386  WorkGroup  Systems  in  our 
stores.  Now,  on  a  daily  basis,  we  know  what's 
selling  and  what's  not.  We  even  included  an 
employee  time  and  attendance  system  that 
feeds  into  our  existing  payroll  system. 

AT&T:  And  you've  kept  your  system 
options  open.  You  can  modify'  any  part  of  the 


system  at  any  time.  Like  when  you  added  the 
automatic  pricing  software. 

Sterling:  Right.  1  think  what  we  like  most 
about  the  system  is  its  simplicity  Despite  the 
complexity  of  the  information  handled,  it 
really  gives  us  easy  access  to  our  information. 
We  need  that  to  improve  the  profit  potential 
of  our  business,  and  to  maintain  our  lead  in 
the  industr\: 

AT&T:  The  system  also  provides  invest- 
ment protection  for  what  you  have  today  and 
a  gradual  growth  path  to  what  you'll  need 
tomorrow 

Sterling:  One  of 
the  most  striking  things 
was  AT&T's  commit- 
ment to  service.  We 
came  from  an  environ- 
ment where  it  wasn't 
uncommon  to  be 
down  for  two  to  three 
or  four  days,  waiting 
for  equipment  to  be 
shipped  or  repaired. 

AT&T:  Our  mes- 
sage was  simple:  AT&T 
wants  your  business. 

Sterling:  You  were 
here  working  as  much 
as  we  were.  And  you 
really  listened  to  us.  Of 
all  the  vendors  we 
spoke  to,  you  gave  us 
the  best  proposal,  the 
best  equipment,  and 
the  best  price.  In  fact, 
we're  so  excited  about 
the  new  system,  we 
wrote  it  up  in  our  com- 
pany' newsletter. 

AT&T:  1  heard!  Can 
we  get  a  copy? 

Sterling:  Sure.  The  only  catch  is,  you 
have  to  read  it  from  across  the  room  with  one 
eye  closed. 


The  Sterling  Optical 
CoiTiputer  Solution : 

I^hechal^ngeJ 

Create  a  point-of-sale  computer  system 
specific  to  the  optical  retail  business  for 
the  250-store  nationwide  Sterling  Optical 
chain. 

r^KESOUJTION^ 

AT&T  created  a  UNIX  System  V-based  net- 
work of  AT&T  6386  WorkGroup  Systems 
and  AT&T  605  terminals  chain-wide.  At 
headquarters,  an  AT&T  3B2/500  gathers 
orders  and  information  from  each  store 
daily  The  system  allows  a  smooth  link 
between  the  3B2/500  computer  and  the 
existing  IBM  System/38.  A  custom 
INFORMIX  database  management  system 
forms  the  hean  of  the  applications  software. 

Sterling  Optical  customers  are  getting  bet- 
ter service.  All  store  locations  will  be  using 
one  standard  point-of-sale  system  that 
provides  increased  productivity  a  friend- 
lier working  environment,  and  greatly 
enhances  Sterling  Optical's  competitive- 
ness in  the  industry. 

Call  your  AT&T  Account  Executive,  AT&T 
Authorized  ReseUer,  or  1  800  247-1212, 
Ext.  530. 

Your  Computing  Systems 
And  Networking 
Solutions  Company 


System/38  is  a  tradenurk  of  and  IBM  is  a  regisiered  trademark  of  International  Business  Machines  Corporation 
INFORMIX  IS  a  registered  trademark  of  Informix  Software  Inc  UNIX  ls  a  registered  trademark  of  AT&T  in  the  V  S  and  (Jt her  countries  ©WW  AT&T 


ATsJ 

The  right  choice. 
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NATURES  SUNSHINE  PRODUCTS 

THE  MARY  KAY 
OF  THE 

HERB  INDUSTRY 


'ristine  F.  Hughes,  mother  of  sev- 
en, was  a  housewife  in  1972  when 
kher  husband,  Eugene,  developed 
a  bleeding  ulcer.  A  neighbor  suggested 
he  swallow  a  dose  of  cayenne  pepper — 
which  is  supposed  to  suppress  the  acids 
that  cause  ulcers.  The  remedy  worked, 
she  says,  and  gave  her  a  great  idea.  She 
and  her  family  started  putting  cayenne 
and  other  herbs  in  capsules,  and  Na- 
ture's Sunshine  Products  Inc.  was  born. 

When  the  health  and  fitness  craze  hit, 
all  sorts  of  folks  started  downing  garlic 
capsules  for  high  blood  pressure  and  bee 
pollen  for  a  lift  in  energj'.  Nature's  Sun- 
shine took  off.  Last  year,  it  enjoyed  a 
569c  increase  in  net  income,  to  S3.3  mil- 
hon,  on  $44.5  million  in  sales,  and  it  is  on 
its  way  to  another  record  year. 


CHAIRMAN  HUGHES:  WHEN  THE  HEALTH  AND 
FITNESS  CRAZE  HIT,  HER  COMPANY  TOOK  OFF 


Still,  there  are  problems.  Natunj 
Sunshine's  16%  sales  growth  last  ye* 
just  barely  kept  pace  with  the  indi- 
tr\-'s.  The  company's  president  left,  a  I 
the  board  is  on  the  prowl  for  a  top-not  i 
marketing  executive  to  fill  the  job.  i 
addition,  there's  plenty  of  competitii 
nipping  at  the  heels  of  Nature's  Su 
shine,  so  it  is  diversifying  into  wat' 
purifiers  and  heart  catheters. 

Nature's  Sunshine  has  45,000  door-u 
door  salespeople.  And,  in  some  waj; 
they  look  upon  their  leader  as  the  Ma* 
Kay  of  the  herb  industr\\  Chairma 
Hughes  and  her  husband,  who  is  seni? 
\icepresident,  entertain  and  urge  <i 
their  employees  at  annual  convention 
But  there's  a  big  difference  between  hi 
crew  and  Marj-  Kay's.  While  the  cosm(» 
ics  pun'eyor  rewards  big  producers  wii 
pink  Cadillacs,  Hughes's  distributoj 
turned  up  their  noses  when  she  offer] 
jewelry  and  fur  coats  as  incentives.  Th^' 
asked  for  health  and  retirement  benefij 
instead.  They're  "dowTi-to-earth,  coi- 
mon  folk,"  shrugs  Hughes. 

By  Sandra  D.  Atchison  in  Spa  nil 
Fork.  Utah 


ARCTIC  ALASKA  FISHERIES 

FISHING  FOR 
RESPECT  ON 
WALL  STREET 


Fishing  companies  aren't  what  you 
would  call  Wall  Street  standards. 
In  fact,  Arctic  Alaska  Fisheries 
Corp.  is  the  only  such  company  of  any 
size  that's  held  publicly.  And  since  Wall 
Street  isn't  used  to  analyzing  Arctic 
Alaska's  problems,  life  in  the  fish  bowl 
can  be  pretty  frustrating  at  times.  De- 
spite a  record  of  heady  revenue 
growth,  its  share  price  of  8  is 
a  far  crj'  from  its  high  of  15, 
hit  soon  after  going  public  in 
March,  1988. 

Although  the  Exxon  oil  spill  in 
Prince  William  Sound  didn't  af- 
fect the  Seattle-based  outfit, 
there  are  plenty  of  other  nast\' 
surprises  that  can  befall  a  fish- 
ing company,  such  as  uncertain 
weather  and  volatile  prices.  Just 
last  year,  a  fish  glut  in  Japan 
sent  cod  prices  and  Arctic  Alas- 
ka's margins  reeling — resulting 
in  two  quarters  of  weak  profits. 
The  company  finished  1988  with 
record  earnings  anway.  And 
now,  founders  Terrj'  J.  Baker,  a 
former  fish  marketer,  and  Fran- 
cis L.  Miller,  a  veteran  commer- 


cial fisherman,  are  trying  to  convince 
investors  they're  here  to  stay.  The  com- 
pany's sales  have  nearly  tripled  to  8120.6 
million  over  the  past  three  years.  Merrill 
L\Tich  Capital  Markets  analyst  Fran  B. 
Bernstein  predicts  Arctic  Alaska  will 
boost  profits  6%  this  year,  to  $15  million, 
on  a  17%  revenue  jump,  to  $145  million. 

Federal  fishing  restrictions  have 
helped  the  company.  For  years,  Japa- 
nese fishermen  were  taking  the  lion's 
share  of  the  cod,  sole,  and  other  bottom 
fish  within  the  200-mile  range  off  Alas- 
ka's coast.  In  1976,  the  Commerce  Dept. 
began  to  limit  their  access,  and  U.  S. 
boats  moved  in.  Baker  and  Miller  started 


ARCTIC'S  BAKER:  REELING  IN  RECORD  REVENUES 


out  hauling  crab  from  two  boats  b^ 
soon  switched  to  bottom  fish,  buildingj 
fleet  of  20  vessels. 

Now,  .Arctic  Alaska  is  one  of  tli 
largest  fishing  operations  in  the  U.  S.  Ij 
big  market  is  Japan.  While  most  U. . 
boats  sell  large  portions  of  their  catch  ; 
sea  to  Japanese  processing  ships,  Bakr 
and  Miller  decided  to  turn  their  ovi 
boats  into  floating  factories  that  gi, 
package,  and  freeze  the  fish.  They  ha  i 
even  gotten  advice  from  Japanese  co^ 
sultants  on  aesthetics,  and  sales  indicas 
that  customers  are  impressed.  Fin 
heads  are  cut  off  at  clean,  45-degree  a 
gles,  and  fish  are  artfully  arranged  i 
the  packages. 

The  future  depends  mo,( 
heavily  on  steady  supply  aii 
pricing.  The  low  cod  prices  in  Ti 
kyo  last  year  prompted  Bak 
and  Miller  to  rethink  their  stra' 
gy.  Instead  of  reljing  on  the  Ja| 
anese  for  70%  of  their  revenu] 
they  are  trying  to  broaden  the 
market  by  nailing  dowTi  supp 
contracts  in  the  U.  S.  So  far,  Ai 
tic  Alaska  has  cut  one-year  dea 
with  such  restaurant  chains 
Long  John  Silver's  and  Shoney" 
And  the  company  built  its  fir 
land-based  fish  processing  pla: 
last  December  in  Seattle.  No> 
Baker  and  Miller  must  wait  un 
their  fish  stor\-  catches  on  wi' 
Wall  Street. 

By  Barbara  Buell  in  Seatt 


U 
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THE  BEST  SNIALL  COMPANIES 

)  win  a  position  in  this  table,  a  company 

■                  1     ■        il                                     XL               1        i*  — 

ust  excel  in  three  ways.  The  selection  pro- 
■ss  begins  by  ranking  companies  according 
'  their  three-year  results  in  sales  growth, 
irnings  growth,  and  return  on  invested  copi- 
il.  The  ranks  that  appear  in  the  table  are 
ilculated  from  these  numbers.  A  company's 
)mposite  rank  is  the  sum  of  0.5  times  its 
ink  in  return  on  total  capital  plus  0.25  times 
jch  of  its  growth  ranks. 
The  companies  used  in  the  screening  pro- 
jss  were  selected  by  Standard  &  Poor's 
ompustot  Services  Inc.,  which  has  computer- 
ed  financial  data  on  7,700  publicly  traded 
jrporations.  To  qualify,  a  company  must 
3ve  annual  sales  of  less  than  $150  million,  a 

current  market  value  greater  than  $1  million, 
a  current  stock  price  greater  than  $1,  and  be 
actively  traded.  Bonks,  insurers,  real  estate 
firms,  and  utilities  are  excluded.  So  ore  com- 
panies with  sharp  declines  in  current  financial 
results. 

Sales  and  earnings  ore  latest  available 
through  the  most  recent  12  months.  Earnings 
include  net  income  from  continuing  operations, 
before  gains   or  losses  from  extraordinary 
items.  Growth  computations  are  calculated 
using  the  least-squares  method.  If  results  for 
the  earliest  year  ore  negative,  the  overage  is 
for  two  years.  Return  on  capital  is  earnings 
plus  minority  interests  and  tax-adjusted  inter- 
est expense  expressed  as  a  percent  of  total 

debt  and  equity.  For  ranking  purposes,  the 
maximum  allowable  annual  return  on  invested 
capital  is  100%.  If  companies  have  made 
substantial  accounting  restatements,  long-term 
returns  may  be  averaged  for  two  years  in- 
stead of  three  years. 

Time  periods  vary  according  to  the  month 
of  a  company's  fiscal  yeorend.  Profitability  is 
calculated   through   the   most   recent  fiscal 
year.  Growth  is  calculated  through  the  most 
recent  fiscal  year. 

Stock  price  data  are  as  of  Apr.  28,  1989.  A 
•  indicates  that  a  company  also  appeared  in 
last  year's  rankings  (BW — May  23,  1988).  An 
alphabetical  index  of  the  companies  ap- 
pears at  the  end  of  the  table. 

COMPANY  (STOCK  symbol: 

CURRENT  RESULTS 

THREE- YEAR  AVERAGES 

INVESTMENT  DATA 

STOCK  PRICE 

MARKET 

SALES  EARNINGS 
SMIL  SMIL 

INCREASE  |%l 
SALES  PROFITS 

RETLJRN  ON 
CAPITAL 

52  WEEK 
HIGH  LOW  RECENT 

P/E 
RATIO 

VALUE 
SMIL 

1  V  MEDICAL  (TSQ)  Roswell,  Go.  404-594-0475 
Provides  intravenous  therapy  in  your  own  home 

18.5  4.6 

213.3  368.2 

64.8 

15  8 

14 

22 

102 

2  $OfTWARETOOlWORICS(TWRX)Chatsworth,  Calif.  818-885-9000                 8.9  1.5 
Publishes  education,  entertainment,  and  business  software  for  PCs 

148.3  244.3 

39.7 

o  —  *l 

o 
o 

35 

49 

3  CRITIICAllMDU$TRIES(FYBR)Houston713-923-1300  •                        32.4  1.9 
Sells  equipment  to  clean  asbestos  right  out  of  your  walls 

104.6  261.9 

43.3 

7 

23 

44 

4  AMERICAN  POWER  CONVERSION  (APCC)  Peace  Dale,  R.  1.  401-789-5735       20.7  3.4 
Power  systems  for  computers,  surge  protectors,  and  file  savers 

167.7  422.6 

33.9 

19  —  7 

19 

14 

50 

5  ADOBE  SYSTEMS  (ADBE)  Mountain  View,  Calif.  4 15-96 1-4400  •                94.8  24.5 
Sells  graphic  software  for  desktop  publishing 

160.9  237.6 

35.4 

27—16 

27 

24 

553 

6  AIDUS(ALDC)  Seattle  206-622-5500  •                                                87.0  15.8 
Designs  page  make-up  software  for  desktop  publishers 

230.9  222.7 

34.4 

25—15 

18 

15 

212 

7  CATALINA  LIGHTING  (LTG)  Miami  305-558-4777 
Their  fixtures  light  up  your  life 

31.1  1.3 

99.1  164.6 

45.3 

15  —  3 

15 

32 

54 

8  SILK  GREENHOUSE  (SGHI)Tampa  8 13-622-7886                                 55.2  3.7 
The  bloom  is  never  off  their  roses:  silk  flowers,  plants,  and  trees 

151.6  144.1 

35.0 

26  —  9 

23 

28 

111 

9  H0ME0FFICEREFERENCELAB0RAT0RY(HORL)Lenexa,Kan.913-888-8397  77.2  20.9 
Blood  and  urine  testing  for  insurance  companies 

98.1  156.3 

37.1 

30  —  9 

13 

9 

179 

10  RAINB0WTECHH0U>GIES(RNBO)  Irvine,  Calif.  714-261-0228                      7.2  1.2 
Sells  protection  systems  to  word  off  software  pirates 

122.1  203.9 

31.4 

17  —  4 

16 

25 

28 

11  PEHTECHIHTERNATIONAL(PNTK) Edison, N.J. 201-287-6640  •              17.8  2.0 
Makes  crayons  and  specialty  pens 

126.9  268.2 

26.6 

5  —  2 

4 

23 

46 

12  TSENG  LABS  (TSNG)  Newtown,  Pa.  2 15-968-0502                                    27.2  4.4 
Gussies  up  computers  with  add-on  enhancement  boards,  graphics  chip  sets 

98.0  173.8 

33.1 

4—1 

3 

14 

60 

13  Ell  ElfCTRONICS  (EPIC)  Salt  Lake  City  80 1-977-9009                                  8.3  1.3 
To  suppress  that  surge,  mokes  gear  to  shield  computers  from  rogue  voltage 

42.2  256.7 

40.8 

2—  1 

2 

12 

15 

14  OHE  PRICE  aOTHIHG  STORES (ONPR)  Duncan,  S.C  803-439-6666  •        69.5  4.0 
Got  six  bucks?  You  con  buy  anything  in  the  store 

103.0  81.3 

39.3 

17  —  9 

16 

26 

104 

15  OUIKSILVER(QUIK)  Costa  Mesa,  Calif.  714-645-1395  •                           52.8  4.2 
Surf  and  sporting  togs  that  a  little  sand  couldn't  hurt 

56.0  184.8 

35.8 

14  —  5 

13 

19 

80 

16  ALLWA$TE(ALWS)  Houston  7 13-623-8777  •                                        105.7  8.0 
Someone's  gotta  do  it:  asbestos  removal,  gloss  recycling,  oil  vacuuming 

61.0  103.6 

45.1 

18—10 

17 

26 

182 

17  COHVERGEHT  SOLUTIOHS  (CSOL)  Laurence  Harbor,  N.  J.  20 1  -290-0090  •    1 0.5  3.7 
Its  tools  and  advice  save  time  for  programmers 

70.1  228.7 

26.5 

5  —  2 

3 

4 

15 

18  SIGMA  DESIGHS(SIGM)  Fremont,  Calif.  415-770-0100  •                          73.0  8.8 
Graphics-enhancers  and  monitors  for  the  image-conscious  PC 

81.4  137.1 

27.2 

22—11 

17 

1 1 

99 
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1                          THE  BEST  SMAIL  GROWTH  COMPANIES 

1  I 

COMPANY  (STOCK  SYMBOL) 

CURRENT  RESULTS 

THREE- YEAR  AVERAGES 

INVESTMENT  DATA 

STOCK  PRICE 

MARKE 

SALES 
$MIL 

EARNINGS 
$Mll 

INC«EASEI'il 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

52  WEEK 
HIGH  LOW 

P/E 
RATIO 

VALU 
$MII 

19  CASCADE  INTERNATIONAL  (KOSM)  Boca  Raton,  Fla.  407-338-8278 
Looking  good  with  its  cosmetics  and  opporel  businesses 

23.6 

4.4 

72.9 

95.4 

37,0 

4 

—  2 

3 

1  1 

4i 

20  PHOENIX  TECHNOLOGIES  (PTEC)  Norwood,  Mass.  6 1 7-55 1  -4000 
Matchmaker,  matchmaker.  .  .  tools  for  computer  compatibility 

58.8 

10.2 

79.7 

111.2 

30.6 

19 

—  12 

16 

17 

155 

2 1  CODE-ALARM  (CODL)  Madison  Heights,  Mich.  3 1 3-583-9620  • 
Alarming  news  for  any  would-be  car  thief 

21.7 

1.5 

76.2 

95.6 

29.9 

15 

—  7 

14 

20 

3C 

22  DIGITAL  MICROWAVE  (DMIC)  San  Jose,  Calif.  408-943-0777 
It's  ringing  bells  with  fiber  optics  and  microwave  radio  equipment 

66.0 

11.6 

110.8 

115.0 

22.9 

33 

—  14 

33 

35 

37? 

23  GOLDEN  VALLEY  MICROWAVE  (GVF)  Minneapolis  61 2-835-6900  • 
Station-break  popcorn  and  pancakes  for  the  discriminating  couch  potato 

146.5 

16.3 

84.7 

137.3 

23.3 

33 

—  20 

25 

18 

291 

24  NUTMEG  INDUSTRIES  (NUTM)  Tompo  8 1 3-963-6 1 53 

Rah-rah!  Whips  up  logo-laden  T-shirts,  etc.,  for  sports  fans  and  students 

40.1 

3.2 

80.7 

151,0 

22.4 

14 

—  8 

13 

22 

7C 

25  MELAMINE  CHEMICALS  (MTWO)  Donaldsonville,  La.  504-473-3 1 2 1 
Makes  melamine,  a  raw  material  for  laminates  and  coatings 

39.7 

6.9 

23.4 

107.6 

51.1 

15 

—  10 

14 

11 

26  SYSTEM  SOFTWARE  ASSOCIATES  (SSAX)  Chicago  3 12-64 1-2900  • 
Programs  and  service  support  for  Big  Blue's  machines 

70.6 

7.2 

96.0 

83.8 

23.6 

26 

—  9 

23 

24 

27  JAN  BELL  MARKETING  (J  BM)  Fort  Lauderdale,  Fla.  305-74 1-2383  • 
Wholesalers  of  baubles,  bangles,  and  other  such  gewgaws 

127.4 

10.2 

61.5 

86.1 

28.6 

26 

—  9 

26 

28 

287 

28  BALDWIN  TECHNOLOGY  (BLD)  Stamford,  Conn.  203-348-4400 
Helps  bring  us  to  you;  Makes  press  occessories  for  megaprinters 

113.5 

7.3 

25.4 

79.2 

51.9 

20 

—  7 

20 

17 

13( 

29  BOOLE  &  BABBAGE  (BOOL)  Sunnyvale,  Calif.  408-735-9550 

IBM  mainframes  can't  have  too  much  software.  These  folks  write  lots  of  it 

68.1 

4.8 

25.3 

140.0 

31.1 

20 

—  8 

19 

14 

6i 

30  HITOX  CORP.  OF  AMERICA  (HTXA)  Corpus  Christi,  Tex.  5 12-882-5 175 
Mixes  up  pigments  for  high-tech  paints  and  plastic  plumbing 

16.5 

2.2 

60.8 

115.7 

23.5 

13 

—  8 

13 

14 

38 

31  PREFERRED  HEALTH  CARE  (PY)  Wilton,  Conn.  203-762-0993  • 
Management  and  financial  advisory  services  for  psychiatric  facilities 

14.6 

2.9 

87.3 

47.0 

25.8 

14 

—  5 

6 

19 

53 

32  THRIFTY  RENT-A-CAR  (TFTY)  Tulsa  9 1 8-665-3930 

Rents  wheels  to  traveling  solesmen  and  other  budget-conscious  businessmen 

100.2 

10.4 

86.0 

66.2 

23.4 

21 

—  10 

19 

17 

17^ 

33  VARITRONIC  SYSTEMS  (VRSY)  Minneapolis  61 2-542- 1 500 

Makers  of  Merlin,  a  machine  that  churns  out  adhesive-backed  lettering 

52.0 

7.0 

73.9 

119.8 

21.5 

25 

—  16 

19 

15 

103 

34  AUTODESK  (ACAD)  Sausolito,  Calif.  4 1 5-33 1  -0356 

Software  that  tackles  architectural  and  engineering  jobs 

117.3 

32.7 

57.7 

71.7 

24.3 

35 

—  23 

33 

25 

79t 

35  TCBY  ENTERPRISES  (TBY)  Little  Rock  501 -688-8229  • 
Keeping  waistlines  trim  at  1 ,200  frozen  yogurt  franchises 

107.9 

21.2 

78.3 

82.3 

22.2 

26 

—  9 

26 

31 

67a 

36  MARTIN  LAWRENa  LTD.  (MLLE)  Van  Nuys,  Calif.  8 18-988-0630  • 
Ohjets  d'ort  sold  at  27  galleries  in  California  and  the  East 

36.4 

6.0 

83.6 

184.4 

18.6 

14 

—  5 

1 1 

13 

75 

37  BALLARD  MEDICAL  PRODUCTS  (BMED)  Midvole,  Utah  801-566-4693 
From  throw-owoy  surgical  scrubs  to  catheters,  they've  got  them 

17.1 

3.3 

90.1 

459.7 

15.8 

18 

—  10 

17 

28 

87 

38  MEDCHEM  PRODUCTS  (MCH)  Woburn,  Mass.  6 1 7-938-9328  • 
Sells  pharmaceuticals  to  hospitals,  pharmacies,  and  drug  companies 

22.2 

3.2 

62.7 

40.4 

25.0 

16 

—  6 

9 

11 

32 

39  SUMMAGRAPHICS (SUGR)  Seymour,  Conn.  203-88 1  -5400 

Need  a  mouse  or  a  paintbrush  for  your  PC^  They  make  them  here 

41  5 

6.5 

20.7 

140.1 

23.1 

15 

—  11 

15 

8 

53 

40  CADENCE  DESIGN  SYSTEMS  (CDNC)  San  Jose,  Calif.  408-727-0264 
Makes  software  for  designing  integrated  circuits 

78.8 

16.0 

101.1 

196.1 

16.2 

17 

—  6 

16 

23 

351 

41  HOME  INTENSIVE  CARE  (KDNY)  North  Miami  Beach,  Fla.  305-653-0000 
Nursing  for  kidney  dialysis  patients 

41.8 

4.4 

200.2 

280.2 

12.1 

8 

—  2 

7 

15 

64 

42  HOLIDAY  RV  SUPERSTORES  (RVEE)  Orlando  407-351-3096 
Pick  up  a  V'/innebago  or  have  your  Airstream  serviced 

35.5 

1.2 

28.7 

76.7 

23.6 

5 

—  3 

4 

24 

29 

43  CORPORATE  SOFTWARE  (CSOF)Westwood,  Mass.  617-329-3500 
Soles  service  ond  evaluation  of  over  500  software  titles 

103.7 

3.5 

84.7 

102.3 

18.8 

15 

—  9 

13 

18 

65 

44  INTERVOia(INTV)  Richardson,  Tex.  214-669-3988 

Makes  voice  automation  systems,  including  a  robot  operator 

1 1.1 

2.1 

125.2 

138.7 

16.1 

15 

—  3 

15 

25 

49 

45  BOLARPHARMACEUTICAL(BLR)Copiague,N.Y  516-842-8383  • 
Get  healthy  with  their  generic  drugs 

128.0 

30.7 

51.6 

66.5 

22.3 

30 

—  16 

27 

18 

573 

46  KIMMINS  ENVIRONMENTAL  SERVICE  (KEVN)  Tampa  8 1 3-248-3878 
An  environmental  contractor,  provides  full-scale  waste-removal  services 

79.4 

1.6 

180.7 

261,1 

11.2 

8 

—  4 

7 

14 

1 

47  CROWNCRAFTS(CRW)Calhoun,Ga.  404-629-7941  • 
Keep  cozy  with  their  bedspreads  and  blankets 

91.4 

6.4 

30.3 

112.8 

21,8 

26 

—  12 

23 

12 
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OKIDAIA 
320/321 


1  .  T  .  1 
I     I     j     I  j 

I  i — j 


IMAGAZINEI 


EDITOR'S  PC  Magazine  presented  our  Microline  320/321 
CHOICE    with  their  renowned  "Editor's  Choice"  award. 


Demonslration  above  made  using  a  24-pin  MICROLINE  391 
printer  without  ribbon  on  a  sheel  of  .005  inch  gauge  aluminum. 
Actual,  unretouched  photograph. 

OKIDATA  is  a  registered  trademark  of  Oki  America,  Inc. 
Marque  deposee  de  Oki  America.  Inc. 


PC  Magazine  is  a  trademark  of  Ziff  Communications  Company. 


Why  build  a  printhead  that 
can  punch  through  aluminum, 
when  all  you  need  is  a  clear 
impression  on  a  5-part  form? 

The  answer  is  uncompromising  quality. 

We  built  our  new  300  Series  9-pin  and  24-pin  printers 
tougher  and  more  reliable  than  they  have  to  be. 
With  printhead  pins  of  cemented  carbides,  one  of 
the  hardest  metals  known,  they're  tough  enough  to 
make  a  crisp  impression  on  a  sheet  of  aluminum.  So 
you  can  imagine  how  sharp  they'll  look  driving  clear 
to  the  bottom  of  a  5-part  form. 


Even  after  printing  on  aluminum, 
we  look  this  good  on  paper. 


Our  engineers  call  this  "championship  specs."  More 
than  3  million  loyal  users  call  it  rugged  reliability. 
And  it  shows  in  the  quality  and  performance  of 
every  printer  and  modem  we  make. 

Call  1-800-OKIDATA  for  the  dealer  nearest  you. 


^.  <!t''1»lj»<  iij,iiiijiHiyiliU:-a>-  - 


The  trading  opportunity  is  in  Toicyo.  The  co 
treasurer  is  in  his  kitchen,  in  Connecticut,  at  8:30 


the  evening. 


The  trader  who  alerted  him-and  wno  maae  me 
trade  succeed-is  at  Citicorp  tn  New \brk.  At  Citicorp^ 
foreign  exchange  night  desk-the  first  night  trading  desk 
at  any  banlc,  and  in  our  opinion,  still  the  best. 
Citicorp.  Number  one  in  foreign  exchange. 

-^OITICORP^^ 


THE  BEST  SMALL  GROWTH  COMPANIES 

1 

% VIWMH  I  lol  LH^  ilMbL^U 

CURRENT  RESULTS 

THREE-TEAR  AVERAGES 

INVESTMENT  DATA 

va;<! 

SAi£S 
S  MIL 

5  MIL 

Sales  profits 

CAPITAL 

HIGH  LOW 

RECENT 

P/E 
RATiO 

VAL^ 
S  Ml 

48  GROUP  1  SOFTWARE  (GSOF)  Greenbelt,  Md.  301-982-2000 
So^t'wors  thot  mokes  direcT  rrioil  o  l^resze 

16.7 

2.4 

39.8 

58.0 

23.4 

11 

—  7 

8 

"i4 

49  SWIFT  MERCY  (SPY)  Houston  7 13-874-2700  • 
Explores  the  wilds  for  crude  oil  ond  notvrol  qos 

12.4 

4.7 

61.1 

94.9 

20.1 

10 

—  7 

10 

9 

50  NETWORK  EQUIPMENT  TECH  (NETX)  Redwood  City,  Calif.  415-366-4400 
Helping  cornputers  comrnuntcQte  wtth  diQitol  network  excHon^e  products 

136.7 

16.0 

144.2 

142.1 

14.4 

25 

—  14 

23 

20 

301* 

\ 

51  MOT  (MDTC)  Torrance,  Calif.  213-61 8-9269 

Rinse  ond  spit  Emjipment  for  dentists  ond  doctors 

98.6 

4.9 

139.8 

232.3 

12.9 

15 

—  10 

12 

12 

52  INTERNATIONAL  RKOVERY  (INT)  Miami  Springs,  Flo.  305-884-2001 

55.7 

2.0 

113.8 

140.6 

14.5 

12 

—  8 

11 

19 

3; 

53  ARaiC  ALASKA  FISHERIK  (ICE)  Seattle  206-282-3445 

119.8 

14.1 

73.6 

102.5 

18.6 

15 

—  7 

9 

9 

iz 

54  CANONIE  ENVIRONMENTAL  SVCS.(CANO)  Porter,  Ind.  219-926-8651  • 

^^rches tro te s  cleonup  of  hozordous  woste  sites 

48.0 

5.4 

29.2 

35.8 

26.7 

28 

—  20 

24 

25 

13; 

55  DH  TECHNOLOGY  (DHTK)  Son  Diego  619-451-3485 

Xhe  dot^motrix  Heod  on  your  printer  moy  be  one  of  theirs 

35.8 

4.2 

35.7 

124.0 

19.7 

10 

—  5 

10 

11 

4 

56  SHOREWOOD  PACKAGING  (SHOR)  Formingdole,  N.  Y.  51 6-694-2900 
PockoQinQ  for  music  topes,  videos,  ond  cosmetics 

1 19.6 

14.3 

23.9 

56.1 

25.1 

23 

—  14 

22 

20 

29 

57  ST.JUDEMEWCAKSTJM)  St.  Paul,  Minn.  612-483-2000  • 
How  con  you  mend  o  broken  heort?  NA/ith  their  ortificiol  volves 

125.8 

38.6 

58.4 

66.8 

20.3 

38 

—  14 

37 

23 

84 

58  SYMBOL  TECHNOLOGIES  (SBL)  Bohemia,  N.  Y  516-563-2400 
Borcode  reoders,  sconners — specioiists  in  loser  technology 

105.6 

15.8 

86.6 

325.7 

10.6 

27 

—  15 

19 

23 

34- 

59  IPl  SYSTEMS  (IPLSA)  Waltham,  Mass.  617-890-6620 

Monufoctures  IBAA-compotible  softwore  ond  storo^e  units 

8.4 

1.6 

55.3 

79.8 

19.5 

7 

—  1 

6 

18 

2>. 

60  SOFTWARE  PUBLISHING  (SPCO)  Mountain  view,  Colif.  41 5-962-8910 
AAokes  softwore  for  improvement  of  white~collor  productivity 

90.6 

16.0 

28.6 

57.3 

22.7 

27 

—  15 

25 

12 

^& 

61  VIYIGEN  (VIVI)  Sonte  Fe,  N.  M.  505-988-9744 

Test  thot  Qerm,  A  lob  for  biochemists  ond  bioengineers 

6.4 

1.0 

55.9 

118.1 

18.0 

12 

—  5 

11 

27 

2 

62  CXR  TEUOM  (CXR)  San  Jose,  Calif.  4 1 5-965-7 1 00 
Holding  the  line  with  modems  ond  phone- testing  geor 

21.9 

1.8 

190.1 

88.9 

13.8 

8 

—  5 

6 

15 

21 

63  NEW  LINE  CINEMA  (NLN)  New  York  2 1 2-239-8880 

Hits  include  f^ightmors  on  Elm  Str&st 5,  T&xos  Chomsow  AAossocrG  3 

61.8 

4.7 

63.5 

58.7 

19.1 

8 

—  5 

7 

10 

A 

64  HEARTLAND  EXPRESS  (HTLD)  Coralville,  Iowa  3 1 9-645-2728 
Provides  trucking  services  for  Americo  s,  well,  you  guessed  it 

37.7 

5.3 

21.9 

23.5 

24.9 

15 

—  9 

13 

13 

6i 

65  FASTENAL  (FAST)  Winona,  Minn.  507-454-5374 
Sells  nuts  ond  bolts  ond  fosteners 

32.7 

3.3 

37.7 

56.3 

20.9 

24 

—  13 

24 

34 

11 

66  INDEX  TECHNOLOGY  (INDX)  Cambridge,  Mass.  61 7-494-8200 
They  develop  softwore  for  systems  onolysts 

31.3 

2.8 

43.6 

65.1 

20.0 

15 

—  7 

9 

14 

At 

67  EMCON  ASSOCIATES  (MCON)  Son  Jose,  Calif.  408-453-7300 

Consultants  to  Silicon  Volley  on  waste  monogement 

30.1 

3.2 

34.3 

149.8 

17.5 

22 

—  10 

21 

17 

5 

68  NKHOIS  RESEARCH  (NRES)Huntsville,  Ala.  205-883-1 140  • 
Advanced  technical  services  for  defense  contractors 

46.1 

2.5 

42.9 

49.4 

20.6 

8 

—  6 

7 

9 

T 

69  DATAFLiX  (DFLX)  Edison,  N.  J.  201-321-1 100 
Sells,  services  PCs  and  peripherals 

47.1 

1.7 

70.1 

93.1 

16.2 

9 

—  3 

8 

12 

V 

70  AU  AMERICAN  SEMKONDUCTOR  (SEMI)  Miami  305-62 1  -8282 
Distributes  electronic  components:  integrated  circuits  and  transistors 

33.1 

1.0 

44.4 

277.6 

13.6 

4 

—  2 

3 

11 

1 

71  ARTS-WAY  MANUFACTURING  (ARTW)  Armstrong,  Iowa  7 1 2-864-3 1 3 1 
Monufoctures  farm  equipment,  including  grinder-mixers 

23.6 

2.0 

30.1 

37.0 

22.1 

13 

—  5 

12 

8 

1. 

72  STATE-O-MAINE (SOME) NewYork 2 12-244-11 11  • 

Sews  men  s  fashions,  namely  trendy  Christian  Dior  robes  and  active  wear 

68.9 

4.9 

35.3 

50.5 

20.4 

18 

—  12 

15 

11 

5. 

73  MKROCOM  (MNPI)  Norwood,  Mass.  617-551-1000 

Mokes  modems  ond  software  that  link  computers  together 

59.3 

7.6 

49.8 

116.2 

16.0 

18 

—  10 

15 

16 

ii: 

74  aM(CEMX)Motthews,N.  C.  704-82 1-701 5  • 

Churns  out  analytical  microwave  equipment  for  lab  testing 

15.5 

2.3 

34.8 

68.2 

19.2 

13 

—  8 

10 

20 

4< 

75  HARDING  UWSON  ASSOCIATES  (HRDGj  Novato,  Colif.  41 5-892-082 1 
A  geofechnical  engineering  outfit 

48.5 

3.0 

30.8 

122.2 

17.4 

18 

—  12 

17 

16 

4^ 

76  ST.  IVES  LABORATORIES  (SWIS)  Chatsworth,  Calif.  8 1 8-709-5500  • 
Manufactures  and  distributes  healtfi-ond-beouty  aids 

103.9 

4.5 

14.1 

63.9 

20.8 

18 

—  7 

17 

26 

lli 
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Companies  are  finding  I 
some  innovative  ways  to 
use  computers. 


Over  the  past  fifteen  years, 
billions  of  dollars  have  been  inves- 
ted in  new  information  systenns. 
And  yet,  productivity  in  many 
industries  has  actually  declined. 

It  would  seem  that  the  real 
challenge  isn't  making  technol- 
'  ogy  work.  Its  making  technology 
work  with  people. 


Andersen  Consulting  has 
been  solving  exactly  these  kinds 
of  problems  for  over  thirty  years. 
Ever  since  we  designed  and  in- 
stalled the  first  commercial 
computer  application  in  1954. 

We've  merged  technological 
and  business  skills  into  a  prag- 
matic real-world  approach. 


So  we  don't  care  how  well  a 
computer  performs  in  a  lab.  We 
care  how  it  performs  on  a  desk. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO. 


Where  we  go  from  here. 


COMPANY  (STOCK  SYMBOL) 

CURRENT  RESULTS 

THREE- YEAR  AVERAGES 

INVESTMENT  DATA 

Sales 

SMIL 

EARNINGS 
SMIL 

INCREASE  (%] 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

STOCK  PRICE 
52-WEEK 
HIGH  LOV/  RECENT 

MARK 
P/E  VAU 
RATIO         $  M 

77  CPAC(CPAK)  Leicester,  N.  Y.  716-382-3223 

Develops  pollution  control  equipment  for  industrial  use 

25.3 

1,3 

34.8  98.6 

17.9 

7  —  4  7 

12  1 

78  UTAH  MEDICAL  PRODUCTS  (UTMD)  MicJvale,  Utah  801-566- 1 200 
Provides  critical  care  medical  devices  to  hospitals 

14.8 

1.6 

57.5  140.2 

12.9 

4  —  2  3 

16  2 

THE  BEST  SMALL  GROWTH  COMPANIES 


79  NATURE'S  SUHSHINEPRODUaS(NATR)  Spanish  Fork,  Utah  80 1-798-9861  46.2 
Mokes  and  sells  capsulated  herbal  remedies  and  other  healthy  goodies 


3.6 


15.6    128.2  18.4 


12  —  5  10 


15 


80  BOSTOH  ACOUSTICS  (BOSA)Peabody,  Mass.  617-532-21 11  • 
The  speaker  of  the  house — and  car 

20.1 

2.4 

20.5 

36.3 

22.2 

18  — 

8 

18 

15 

3 

81  SANFORD  (SANF)  Bellwood,  III.  3 1 2-547-6650 
Makes  felt-tip  pens  and  other  writing  implements 

110.7 

18.1 

13.6 

56.5 

21.0 

36  — 

23 

36 

20 

35 

82  APPLIED  BIOSCIENCE  INTL(APBI)  East  Millstone,  N.J.  201-873-2550  • 
Owns  and  runs  two  toxicological  research  testing  labs 

49.3 

4.0 

28.1 

71.4 

18.7 

26  — 

15 

25 

20 

8 

83  LEGENT  (LGNT)  Pittsburgh  41 2-323-2600 
Designs  software  for  IBM  mainframes 

87.8 

15.3 

64.5 

66.6 

15.7 

26  — 

16 

26 

26 

27 

84  PAR  PHARMACEUTICAL  (PRX)  Spring  Valley,  N.  Y.  91 4-425-7 100  • 
Rings  up  profits  with  generic  drugs 

106.2 

10.5 

70.3 

61.6 

15.8 

19  — 

8 

8 

9 

9 

85  CAREERC0M(PTA)Middletown,Pa.717-774-1477  • 

Counseling  and  training  for  careers  in  arrears 

131.4 

8.5 

63.0 

82.3 

14.4 

15  — 

7 

8 

12 

9 

86  DYNAMICSRESEARCH(DRCO)  Wilmington,  Mass.  508-658-6100  • 
Technical  services  on  weapons  systems  for  Uncle  Sam 

92.1 

3.9 

15.0 

25.4 

21.8 

11  — 

7 

8 

10 

4 

87  TRADITIOHAL  INDUSTRIES  (TRAD)  Agoura  Hills,  Calif.  8 1 8-99 1  -2773  • 
Markets  custom  photographic  packages,  products,  and  finishing  services 

54.5 

5.9 

53.8 

83.1 

15.4 

12  — 

7 

9 

6 

3 

88  HELEN  Of  TROY  (HELE)  El  Paso  9 1 5-779-6363 

Makes  blow  dryers  and  other  personol  hair-care  appliances 

92.0 

7.9 

31.0 

50.0 

19.0 

23  — 

10 

22 

10 

7 

89  SOUND  ADVICE  (SUND)  Fort  Lauderdale,  Fla.  305-922-4434  • 
Retailer  of  audio,  video,  ond  car  hi-fi  equipment 

71.5 

2.8 

46.4 

47.5 

18.3 

13  — 

5 

12 

13 

3 

90  CSS  INDUSTRIES  (CSS)  Philadelphia  2 1 5-569-9900 

Makes  metal  containers,  holiday  decorations,  and  sells  business  forms 

134.4 

13.3 

91.4 

44.1 

15.4 

22  — 

1 1 

21 

7 

8 

91  JUNO  LIGHTING  (JUNO)  Chicago  3 1 2-827-9880 
Manufactures  track  and  recess  lighting 

61.8 

11.1 

16.8 

21.6 

21.1 

26  — 

13 

16 

13 

14 

92  UNIFORCETEMP.  SERVICES (UNFR)  New  Hyde  Park,  N.  Y.  516-437-3300 
Need  help?  Uniforce  provides  temporary  workers  to  employers  nationwide 

100.7 

3.1 

24.5 

30.1 

20.5 

17  — 

11 

15 

22 

6 

93  PLAINS  PETROLEUM  (PLP)  Lakewood,  Colo.  303-969-9325 
Adventures  in  oil  and  gas  exploration  and  production 

38.5 

11.0 

35.2 

35.4 

19.3 

32  — 

24 

31 

26 

28 

94  BUIFET$(BOCB)EdenPrairie,  Minn.  612-942-9760  • 
Country  cooking  from  this  restaurant  chain 

71.8 

3.9 

76.0 

63.6 

14.2 

21  — 

1 1 

20 

32 

12 

9,5  WISCONSIN  TOY  (WTOY)  Milwaukee  4 1 4-274-2575 
Wholesaler  and  retailer  of  children's  toys 

53.9 

3.7 

30.0 

61.1 

18.5 

1 1  — 

5 

11 

14 

5 

96  DIAGN0STICPR0DUCTS(DP)LosAngeles213-776-0180  • 

Mokes  testing  kits  for  medical  facilities 

50.5 

13.1 

27.5 

47.0 

19.4 

46  — 

37 

41 

20 

24 

97  MEDSTAT  SYSTEMS  (MOST)  Ann  Arbor,  Mich.  3 1 3-996- 1 1 80 
Provides  health  care  information  for  data  bases 

7.7 

0.9 

45.4 

56.3 

17.4 

12  — 

9 

11 

31 

2 

98  ANALYSTS  INTERNATIONAL  (ANLY)  Minneapolis  61 2-835-2330 
Which  computer  to  buy?  Ask  the  experts 

83.8 

4.3 

17.0 

45.4 

19.7 

19  — 

8 

19 

16 

6 

99  BIOMET  (BMET)  Warsaw,  Ind.  219-267-6639 
Doctors  like  their  orthopedic  devices 

129.4 

19.1 

46.0 

54.9 

17.1 

33  — 

16 

32 

31 

58 

100  GERA6HTY&  MILLER  (GMGW)Plainview,  N.  Y.  516-249-7600 
Long  Island's  consultants  on  groundwater 

38.0 

2.2 

38.0 

47.0 

17.9 

15  — 

9 

13 

34 

7 

ALPHABETICAL  INDEX 
OF  COMPANIES 

The  number  that  foilows 
each  company  name 
indicates  its  ranking 
in  the  tabie 


Adobe  Systems  5 
Aldus  6 

All  Amer.  SemiconducT.  70 

Allwaste  16 

American  Power  4 

Analysts  Intl.  98 

Applied  Bioscience  Intl.  82 

Arctic  Alosko  Fisheries  53 

Art's-Way  Mfg.  71 

Autodesk  34 

Baldwin  Technology  28 

Bollard  Medicol  Prod.  37 

Biomet  99 

Bolat  Pharmaceutical  45 
Boole  &  Babbage  29 
Boston  Acoustics  80 


Buffets  94 

Cadence  Design  Sys,  40 
Cononie  Environ  Serv.  54 
Coreercom  85 
Cascade  Intl,  19 
Catolino  Lighting  7 
CEM  74 
Code- Alarm  21 
Convergent  Solutions  17 
Corporote  Software  43 
CPAC  77 

Critical  Industries  3 
Crown  Crofls  47 
CSS  Industries  90 
CXR  Telcom  62 
Dotoflex  69 
DH  Technology  55 


Diagnostic  Products  96 
Digital  Microwave  22 
Dynamics  Research  86 
EFI  Electronics  13 
Emcon  Associates  67 
Fostenol  65 
Geraghty&  Miller  100 
Golden  Valley  23 
Group  1  Software  48 
Harding  Lawson  Assoc.  75 
Heortlond  Express  64 
Helen  Of  Troy  88 
Hitox  30 

Holiday  RV  Superstores  42 
Home  Intensive  Core  41 
Home  Office  Reference  9 
Index  Technology  66 


Internotionol  Recovery  52 

Intervoice  44 

IPL  Systems  59 

Jan  Bell  Marketing  27 

Juno  Lighting  91 

Kimmins  Environmental  46 

Legent  83 

Martin  Lawrence  36 

MDT  51 

MedChem  Products  38 
Medstot  Systems  97 
Melamlne  Chemicals  25 
Microcom  73 
Nature's  Sunshine  79 
Network  Equipment  50 
New  Line  Cinema  63 
Nrchols  Research  68 


Nutmeg  Industries  24 
One  Price  Clothing  14 
Por  Phormoceutical  84 
Pentech  IntL  1  1 
Phoenix  Technologies  20 
Plains  Petroleum  93 
Preferred  Heolth  Core  31 
Ouiksilver  15 
Roinbow  Technologies  10 
Sonford  81 

Shorewood  Packaging  56 

Sigma  Designs  18 

Silk  Greenhouse  8 

Software  Publishing  60 

Software  Toolworks  2 

Sound  Advice  89 

St.  Ives  Laborotories  76 


St.  Jude  Medical  57 
Stole-O-Maine  72 
Sjmmagrciphics  39 
Swift  Energy  49 
Symbol  Technologies 
System  Software  26 
TCBY  Enterprises  35 
Thrifty  Rent-A-Car  3: 
Traditional  Industries 
Tseng  Labs  12 
T^  Medical  1 
Uniforce  Temp.  92 
Utah  Medicol  Produc 
Varitronic  Systems  3 
Vivigen  61 
Wisconsin  Toy  95 


■i  f\Q  Dl  ICIMTCC  \A/CCL//^^1AVOO    1  nOO 


YoiSrc  never 
too  busy  for 
your  customers. 

Why  should 
your  phones  be? 


If  your  lines  are  too  busy  to  help  customers,  soon  you  won't  have  customers  to  keep  you  busy 

This  is  the  premise  driving  MCI  800  Service.'^  The  most  flexible  toll-free  service  in  existence. 
KSBfSBfftfiCT  Because  it^  designed  to  accomplish  just  one  goal:  make  sure  you  get  the  calls  that 
■■■HttiiBBH  are  coming  to  you. 

It  achieves  this  with  innovations  such  as  Direct  Termination  Overflow.  An  ingenious  system  that 
lutomatically  reroutes  any  call  overflow  from  your  dedicated  800  lines  to  your  regular  business  lines, 
iomething  you  can't  get  from  AT&T. 

MCI's  advanced  800  routing  system  also  allows  you  to  route  calls  to  different  locations,  or  even 
erminate  multiple  numbers  to  a  single  location.  Of  course,  we've  always  offered  distance  sensitive 
)ricing.  So  you're  charged  only  for  the  actual  distance  of  each  call.  And  our  itemized  call  detail  lists  the 

)rigin  of  each  call.  For  allyour  locations.  All  on  one  report.  Something  else  I  

^ou  don't  get  from  AT&T  ^^^^^W® 

MCI  800  Service.  It  works  harder  to  getyou  more  incoming  calls.  And  m^^Mm^M 
hat  will  have  a  direct  effect  on  your  income .  M^M^^^  A 

MCI  800  Service.  Another  reason  why  we  are  the  better  long  distance    j  » 
ompany^-  1-800-888-0800.  LCt  US  SHOW  VOUr 


HOT  STARTUPS  ABROAD: 
THE  WORLD  IS  THEIR  MARKET 

The  soaring  small  businesses  of  Europe  and  Asia  share  a  global  perspective 


Si 


mall  may  still  be  beautiful.  But  to 
imake  it  these  days,  you  also  have 
to  think  big.  That's  the  word  from 
the  ranks  of  today's  successful  interna- 
tional entrepreneurs.  They  are  borrow- 
ing proven  techniques — and  even  some 
of  the  talent — from  bigger  competitors, 
and  they  are  moving  beyond  their  home 
markets.  The  risk-taking  culture  that 
spawned  thousands  of  new  companies 
and  millions  of  new 
jobs  this  decade  in 
the  U.  S.  is  taking 
root  abroad. 

BUSINESS  week's 
annual  survey  of 
hot  international 
growth  companies 
shows  that  from 
costume  jeweln,'  to 
software  program- 
ming to  filtration 
systems,  entrepre- 
neurs are  selling 
products  beyond 


Investment 

1986 

1987 

1988* 

EARLY  STAGE 

17.4% 

12.7% 

11.0% 

EXPANSION 

50.6 

45.0 

40.5 

LBO 

30.2 

39.9 

45.5 

TURNAROUND 

1.8 

2.4 

3.0 

TOTAL  Billions 

$2.1 

$3.2 

$4.3 

*BW  estimates 

DATA:  EUROPEAN  VENTURE  CAPITAL  ASSN  .BW 


then-  national  borders  and  combing  the 
world  for  acquisitions.  WTiatever  their 
methods,  they  all  see  that  to  keep  grow- 
ing in  the  next  decade,  a  global  perspec- 
tive is  a  must. 

A  changing  financial  scene  is  also 
forcing  small  companies  to  act  more  like 
big  ones.  Seed  capital  for  lone  entrepre- 
neurs is  withering  as  business  has  re- 
aligned itself  in  the  postcrash  environ- 
ment. Now,  the  big 
financial  backers 
are  favoring  corpo- 
rations with  proven 
track  records  and 
potential.  WTiat  they 
are  particularly  in- 
terested in  financ- 
ing are  leverage 
buyouts  (table), 
backing  dealmakers 
who  take  companies 
private  and  promise 
to  squeeze  out  more 
value.  "'Funds  avail- 


EUROPE'S  INVESTORS 
PLAY  IT  SAFE 

Percent  of  venture  capital  invested 


able  for  mbos  [management  buyoij 
and  LBOs  have  at  least  doubled  in 
past  12  months,"  says  Munich  vent 
capitalist  Hans-Dieter  Koch  of  the 
tuschka  Group. 
GALVANIZED.  Nowhere  are  these  tre 
more  pronounced — or  more  importan 
than  in  Europe.  There,  the  removal 
internal  barriers  by  1992  is  galvaniz 
startups,  as  much  as  their  bigger  br( 
ren,  to  treat  the  Continent  as  a 
single  market.  In  fact,  many  of  Euroj 
small  companies  may  have  no  choice 
to  move  quickly.  The  opportunities  inl 
ent  in  a  unified  European  market 
invigorating  the  Continent's  once-sl< 
ful  giants,  which  are  now  merging 
acquiring  in  an  effort  to  establish  f 
holds  throughout  Europe.  The  small 
warns  Matuschka's  Koch,  "have  to  w 
up  or  they'll  be  taken  over." 

But  the  1992  phenomenon  is  also 
ating  opportunities  for  the  small 
Many  already  are  lining  up  their  < 
acquisition  targets,  with  venture  cap: 


s  now  favoring  expansion-minded 
inagers.  Consider  the  current  hostile 
1  by  five-year-old  French  ad  agency 
DP  for  Britain's  Boase  Massimi  Pollitt 
C  agency.  "It's  revolutionary  for  a 
lall  French  company  to  leave  France, 
attack,  to  understand  finance,"  claims 
ivier  Millet,  editor  of  a  French  ven- 
re-capital  newsletter. 
Until  now,  the  service  sector  hasn't 
en  quite  the  same  engine  of  growth 
erseas  as  it  has  been  in  the  U.  S.  But 
It's  changing  as  deregulation  trans- 
•ms  such  industries  as  media,  financial 
'vices,  and  telecommunications.  "Ser- 
ies have  been  the  big  hole  in  the  Euro- 
an  economy,"  says  Bruno  Bertocci, 
mager  of  the  five-month-old  European 
tierging  Company  Fund.  "But  people 
3  just  as  demanding  of  services,  the 
ellectual  skills  are  there,  and  it's 
und  to  be  the  sector  to  watch." 
ENDY  BOUTIQUES.  In  Asia,  rising  stan- 
rds  of  living  and  growing  consumer 
mand  in  such  countries  as  Japan,  Tai- 
m,  and  South  Korea  are  creating  new 
irkets  overnight.  More  than  half  of 
pan's  startups  are  now  in  services.  In 
3  newest  wave  of  Japanese  small  busi- 
ss,  entrepreneurs  make  everything 
)m  tofu  to  software  to  designs  for 
indy  boutiques.  "The  Japanese  used  to 
nk  changing  jobs  meant  losing  your 
),"  notes  Nobuo  Matsuki,  managing 
rtner  of  venture  house  Schroders  PTV 
Tokyo.  "Young  Japanese  are  willing 
take  a  chance  on  a  good  idea." 
One  of  the  biggest  stimulants  to 
owth  around  the  world  is  the  revolu- 
n  in  retailing  and  distribution.  New 
:hnology  is  allowing  companies  to  get 
stomers  what  they  want  fast — with- 
t  traditional  distribution  hassles.  No- 
lere  is  this  more  true  than  in  Japan, 
jnswear  retailer  Aoki  International 
I.  offers  discount  suits  while  making 
L  margins:  It  cuts  out  the  notorious 
ddleman  and  orders  directly  from  the 
mufacturer.  German  retailer  Horn- 
ch  is  blanketing  the  country  with  a 
rmat  borrowed  from  the  U.  S. — the 
me-repair  megastore.  And  Britain's 
st-growing  Waterstone's  bookstore 
ain  is  using  an  old-fashioned  concept: 
perior  service  with  trained  booksellers 
d  longer  hours  than  competitors. 
Yet  for  all  the  promise  of  new  mar- 
ts and  exploitable  gaps  in  old  ones, 
me  familiar  problems  stand  in  the  way 
the  hot  growth  companies.  Chief 
long  them  is  the  cautious  financial  cli- 
ite.  MMG  Patricof  Group,  one  of  Eu- 
pe's  first  venture  houses,  has  turned 
.  attention  to  mature  companies,  fund- 
?  buyouts  and  "buy-ins,"  deals  that 
ing  in  new  management  and  money 
r  existing  companies.  The  group  has 
St  raised  $150  million  for  buy-ins  and  is 
ming  at  $350  million.  What's  more, 
me  international  stock  markets,  more 


than  18  months  after  the  crash,  remain 
cool  to  high-flying  growth  companies, 
slowing  new  public  stock  issues. 

On  top  of  the  worries  about  capital 
are  long-standing  problems  of  manage- 
ment control.  The  boards  of  two  former- 
ly hot  British  companies,  employment- 
services  agency  Blue  Arrow  PLC  and 
retailer  Next  PLC,  dumped  their  chief 
executives  within  the  past  six  months 
after  expansion  programs  left  both  out- 
fits overstretched.  In  Japan,  Schroders 
PTV  had  to  step  into  management  to  save 
an  investment  when  one  of  its  export- 


CHEVALIER  (OA)  HOLDINGS 

A  FAST  RIDE 

ON  HONG  KONG'S 

HIGH-TECH  WAVE 


As  the  financial  and  business  cen- 
ter for  China  and  Southeast  Asia, 
Hong  Kong  is  on  a  buying  binge 
for  electronic  office  gadgets.  An  emerg- 
ing class  of  young  dealmakers  is  snap- 
ping up  record  numbers  of  fax  ma- 
chines, telephone  switches,  and  portable 
computers.  Take  faxes.  Written  Chinese 
cannot  be  easily  typed,  so  faxing  is  be- 
coming a  way  of  life.  The  number  of  fax 
lines  in  Hong  Kong  has  jumped  fourfold, 
to  70,000,  in  the  past  three  years. 

Getting  rich  off  the  boom  is  Hong 
Kong's  Chevalier  (OAi  Holdings  Ltd.,  the 
local  agent  for  Japanese  giants  Toshiba, 
NEC,  and  OKL  Chevalier  Chairman  Chow 
Yei  Ching  is  one  of  Hong  Kong's  new- 
wave  entrepreneurs.  Now  that  most  old- 
line  industrialists  have  shifted  factories 
across  the  border  into  China  to  cut  labor 


dependent  companies  was  nearly  bank- 
rupted "five  or  six  times"  by  the  rising 
yen,  says  Matsuki. 

Those  are  important  danger  signs  as 
today's  breed  of  hot  growth  executives 
pushes  into  new  markets,  risking  con- 
frontation with  bigger  competitors.  But 
if  they  heed  the  warnings  and  remain 
true  to  their  founding  spirit  while  care- 
fully managing  growth,  thinking  big 
need  not  mean  bigger  problems. 

By  Richard  A.  Melcher  in  London,  with 
John  Templeman  in  Bonn,  Ted  Holden  in 
Tokyo,  and  bureau  reports 


FAXMAN  CHOW:  BEING  THE  LOCAL  AGENT  FOR  JAPANESE 
GIANTS  TOSHIBA,  NEC,  AND  OKI  HAS  MADE  HIM  RICH 


costs,  the  big  growth  in  the  Crown  Colo- 
ny is  in  services  and  imports  of  consum- 
er and  high-tech  gear. 

Chow,  53,  fled  Communist  China  as  a 
teenager  in  1952.  After  studying  me- 
chanical engineering  in  Taiwan,  he 
worked  for  Japan's  Hitachi  before  start- 
ing his  own  elevator  sales  business  in 
1970.  He  rode  the  construction  boom  of 
the  1970s  in  Hong  Kong  and  diversified 
into  office  equipment  in  1979. 
POLYGLOT.  Understanding  the  Japanese 
mentality  helps  in  his  dealings  with  sup- 
pliers. His  wife  is  Japanese,  and  he 
speaks  the  language  fluently,  as  well  as 
English  and  four  dialects  of  Chinese.  As 
Toshiba's  sole  agent  in  Hong  Kong,  Ma- 
cao, and  China,  the  once-poor  immigrant 
has  become  a  multimillionaire. 

Little-known  among  the  local  stock  ex- 
change pros,  Chevalier  has  increased 
profits  fivefold  over  the  past  three 
years,  to  an  estimated  $5.7  million,  on 
sales  of  about  $77  million  in  1988.  With 
his  Hong  Kong  base  strong.  Chow  is 
looking  to  new  markets.  Last  December 
he  moved  into  Thailand,  which  is  mod- 
ernizing its  phone  system.  He  is  also 
selling  Toshiba  products  in 
Canada.  To  lessen  his  depen- 
dence on  the  Japanese,  Chow 
is  turning  to  Korean  as  well 
as  American  companies  such 
as  MiniScribe  for  hard-disk 
drives  and  AT&T  for  minicom- 
puters. 

Competition  will  toughen 
as  a  number  of  Japanese  gi- 
ants like  Sharp,  Sanyo,  and 
Mitsubishi  push  deeper  into 
his  lucrative  markets.  But 
Chow  is  used  to  uphill  bat- 
tles: "When  we  came  from 
Shanghai,  my  father  didn't 
bring  one  penny  with  him," 
he  declares.  And  for  the  mo- 
ment, there  isn't  too  much  to 
worry  about.  New  Hong 
Kong  companies  with  big  or- 
ders for  telephone  systems 
and  fax  machines  keep  pop- 
ping up  every  day. 

By  Dori  Jones  Yang  in  Ho?2g 
Kong 


ER  STORY 


BUSINESS  WEEK/MAY  22,  1989  111 


Supercomputers  bring  with  them  the  promise 
to  unveil  the  most  complex  technologies  and  reveal 
the  deepest  secrets  of  nature.  They  can  do  in 
minutes  what  would  require  thousands  upon  thou- 
sands of  man-hours. 

We  should  know.  We  re  Japan's  foremost  super- 
computer leader.  And  we  build  some  of  the  world  s 
fastest  supercomputers. 

Of  course,  most  people  do  not  need  the  power 


to  calculate  molecular  orbits.  Or  quantum  elct 
magnetics.  And  for  these  people,  Hitachi  ofus 
wide  range  of  computers  tfiat  can  meet  any  fee 
In  any  field. 

This  includes  our  new  laptop  series. 

Creating  these  high-performance  machins ' 
no  small  feat.  We  took  our  time  and  did  it  rint, 
The  first  time.  :| 

Our  new  laptop  computers  don't  just  ofli" 


A  computer  for  you. 

/  ■ 


Hitachi  laptop  computers  tal<e  business  out  of  the  office 


j  1  and  portability.  They  let  you  perform  at  your 
I  best. 

\  iut  to  the  16,000  men  and  women  on  our 
I )  staff,  only  the  very  best  is  good  enough. 

:titude  which  has  made  us  an  industrial  leader 
)  ectronics  leader  A  medical  and  science  equip- 
'  leader  An  automotive  products  leader 

^  US$46  billion  company.*  With  over  20,000 

acts. 


All  told,  Hitachi  technology  is  doing  the  world 
a  world  of  good.  Whether  your  world  revolves 
around  quarks.  Or  corporate  board  meetings. 

*US$45,736  million,  net  sales  for  the  year  ending  March  M.  1988  UsS  1  =  ¥  125 

0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


SAFILO 


AN  EXPORT  FOCUS  AT 
ITALY'S  FARSIGHTED 
FRAME  COMPANY 


You  can  find  sexier,  morehigh-tech 
companies  in  Italy.  But  few  bet- 
ter represent  the  sizzling  success 
of  Italy's  medium-size  exporters — the 
key  to  the  country's  economic  miracle — 
than  Safilo.  Based  in  the  northeastern 
city  of  Padua,  a  traditional  center  of  the 
optical  industry  since  the  Renaissance. 
Safilo  is  the  top  Italian  manufacturer  of 
eyeglass  frames.  And  it's  booming. 

Last  year,  the  company  sold  more 
than  5  million  pairs,  from  87-5  plastic 
models  to  the  .S4-50  designer  frames  that 
go  like  hotcakes  in  Tokyo.  Its  1988  sales 
rose  16'"f,  to  8133  million,  and  profits  hit 
a  record  SIO  million.  The  key  to  success 
has  been  the  ability'  to  graft  modern 
marketing  and  technology  onto  tradition- 
al knovvhow.  Chairman  Giuliano  Tabac- 
chi  has  invested  hea\ily  in  computer-aid- 
ed design  and  manufacturing  at  Safild  ^ 
four  plants.  And  he  owns  licenses  to 
names  like  Gucci,  Ferrari,  and  Missoni. 


THE  TABACCHI  BROTHERS:  THEIR  $450  DESIGNER  FRAMES  SELL  LIKE  HOTCAKES  IN  TOKYO 


Giuliano  and  brother  Vittorio,  general 
manager,  took  Safilo  public  in  1987.  The 
absence  of  a  strong  over-the-counter 
market  in  Italy  deters  many  companies 
from  public  offerings  on  the  clubby  Mi- 
lan Bourse.  "But  we  felt  we  needed  to 
go  public  in  order  to  keep  on  growing." 
>ays  Tabacchi,  who  with  other  family 
members  controls  &d7c  of  Safilo  stock. 

And  he's  not  stopping:  Last  Decem- 


ber, Tabacchi  plunked  down  SIO  mil  -< 
for  Optique  du  Monde  Inc.  of  Syos  i 
N.  Y.,  giving  him  use  of  the  Polo-Rc  \ 
Lauren  name.  But  Safilo's  not  all  b  s 
ness.  Last  year,  it  paid  nearly  850  ^ 
for  17  pairs  of  one-of-a-kind  glasses  : 
longing  to  nearsighted  rock  star  E' ; 
John.  Safilo  is  sending  them  on  a  W(  i 
tour  later  this  year. 

By  John  Rossant  in  R(  i- 


CHAIRMAN  CHATAWAY:  MULLING  A  BID  FOR  ONE  OF  THE  THREE  NEW  BRITISH  CHANNELS 


CROWN  COMMUNICATIONS 

BRITAIN'S 
BIGGEST  NEW 
RADIO  STAR 


Fifteen  years  ago,  Christopher 
Chataway.  then  a  Conservative  MP, 
wTote  the  book  on  Britain's  com- 
mercial radio  system:  He  was  the  minis- 
ter in  charge  of  guiding  through  govem- 
m.ent  the  1972  law  that  opened  the 


airwaves.  Now  the  Thatcher  government 
is  taking  broadcast  deregulation  to  the 
next  stage,  creating  three  new  national 
channels  and  easing  public-ser\ice  pro- 
gramming requirements.  And  Chataway 
is  still  in  the  thick  of  it,  this  time  poised 
to  cash  in  as  executive  chairman  of 
Crown  Communications  Group  PLC. 

One  of  Britain's  most  aggressive 
young  media  companies.  Crown  is  the 
product  of  a  merger  a  year  ago  that 
combined  a  London  radio  franchise  with 
a  TV  production  company.  Australian 
banker  and  T\'  station  owner  David  S. 
Ha\Ties,  who  smelled  deregulation  in  the 
wind,  made  the  deal  and  lured  Chatawav 


from  the  banking  post  he  ther 
Crown's  success  has  been  nit 
attracting  advertisers  and  invest 
alike.  Consolidated  sales  have  grq 
from  S12..5  million  in  1987  to  an  est 
ed  825.5  million  this  year,  while  pre 
earnings  rose  from  81.5  million  to 
may  be  89.8  million  this  year.  Crcr 
stock,  25^"c  of  which  is  controlled 
Haynes,  was  the  best  performer  i 
year  on  London's  over-the-counter  n^ 
ket.  This  showing  lured  American  md. 
investor.  John  W.  Kluge,  to  acquire  ^ 
'MEGALOMANIA.'  Chataway  is  prepaii 
for  a  new  sprint  with  a  possible  hid: 
one  of  the  three  new  channels.  Hti 
strengthening  Crown's  TV  product! 
arm  to  get  some  of  the  25%  of  work  B> 
BBC  and  commercial  stations  must  fai 
out  to  independents.  And  Crown,  witYm 
eye  on  1992,  is  looking  at  the  fragm'lt 
ed  European  radio  scene.  In  April,  i 
company  paid  82.5  million  for  a  ^ 
stake  in  the  loss-making,  Paris-basediE 
dio  network  RFM  and  plans  to  pumji: 
817  million  in  the  next  few  years.  S"f 
Chataway:  "We  would  like  to  be  the  u 
ropean  market  leader  in  radio."  Buti' 
sees  the  risks  of  success,  too.  "Spect£ii 
lar  crashes  come  from  megalomanisb 
the  media,"  he  says.  "That  is  somethi> 
we  will  tr\-  to  avoid." 

By  Richard  A.  Melcher  in  Lonp 
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UNDER  HIRANO:  BIG  STORES,  LOTS  OF 
MS.  LOWER  PRICES,  AND  FREE  PARKING 


MR.  MAX 


A  CAREFUL  CIONE 
OF  K  MART 
CAPTIVATES  JAPAH 


When  Hisashi  Hirano  first 
heard  of  U.  S.  mass-retailer 
K  mart  Corp.  in  the  mid-1960s, 
he  couldn't  wait  to  get  a  closer  look.  So 
the  Japanese  shop  owner  grabbed  his 
camera  and  headed  for  America.  Aston- 
ished by  the  mammoth  scale  of  a  West 
Coast  K  mart,  Hirano,  61,  took  dozens  of 
photos  as  he  paced  the  aisles — until  a 
furious  store  manager  confiscated  his 
film  and  told  him  to  get  out.  Recalls 
Hirano:  "That  was  one  English  expres- 
sion I  understood." 

The  unfriendly  dismissal  didn't  damp- 
en his  awe  of  the  K  mart  concept, 
though.  He  now  runs  Mr.  Max  Corp., 
one  of  Japan's  hottest-growing  discount 
retail  chains.  Based  in  Fukuoka,  700 
miles  southwest  of  Tokyo,  the  chain 
draws  customers  who  like  its  low  prices 
and  huge  size.  Shoppers  range  across 


2,500  square  meters  of  floor  space — 40 
times  the  national  average.  Mr.  Max's  16 
stores  stock  30,000  items,  from  Pampers 
diapers  to  Panasonic  word  processors. 
And  prices  are  30%  below  those  charged 
by  Japan's  tiny  mom-and-pop  retailers. 
One  further  American  touch:  Each  store 
has  parking  space  for  500  cars. 
DIRECT  LINE.  For  53  years,  Hirano's  fam- 
ily ran  a  small  electronics  shop  jammed 
full  of  goods  at  typically  high  prices. 
But  frustrated  by  Japan's  sticky-fin- 
gered distributors,  Hirano  started  look- 
ing for  a  cheaper  way  of  doing  business. 
His  search  stopped  at  K  mart. 

Banks  covered  75%  of  startup  costs, 
and  Hirano  paid  them  back  in  just  one 
year,  thanks  to  brisk  sales.  Since  going 
public  in  1986,  Mr.  Max  has  doubled 
sales  to  $170  million.  Profits  jumped 
49.7%  last  year,  to  $5.2  million.  Like 
K  mart,  Mr.  Max  cuts  costs  by  dealing 
directly  with  manufacturers.  And  a  new 
$2.3  million  computer  system  is  improv- 
ing product  management.  Meanwhile, 
Mr.  Max  sends  managers  to  America 
each  year  to  scour  K  marts  for  new 
ideas.  Hirano  advises  that  they  steer 
clear  of  store  managers. 

By  Ted  Holden  in  Fukuoka 


;mtec 

LEARLY  BUBBLING 
IP  FROM 
lOWN  UNDER 


HIGH  ON  FIBER:  HANLEY'S  HIGH-TECH  FILTRATION  DEVICES  CAN  CLEAN  SEWAGE  OR  PURIFY  WINE 


»enis  M.  Hanley  recalls  how  five 
years  ago,  whenever  his  company 
sold  one  of  its  high-tech  filtration 
'  stems,  he  would  celebrate  by  hosting 
barbecue  for  the  entire  staff".  These 
'  ys,  with  worldwide  sales  of  $55  mil- 
I  n,  Hanley  would  find  himself  cooking 
j  aaks  and  sausages  every  day  of  the 
I  2ek  if  he  kept  up  the  tradition. 
}  Indeed,  Hanley's  company,  Memtec 
d.,  based  in  Windsor,  Australia,  is  tak- 
i  ?  off.  Spun  off  from  Baxter  Travenol 
j  iboratories  Inc.  by  Hanley  and  other 
\  anagers  in  1983,  Memtec  makes  so- 
1  listicated  fluid-filtration  systems  based 
J  I  membrane  technology.  The  company 
is  done  what  few  Australian  small 
isinesses  have  done:  set  its  sights  in- 
1  mationally.  Capitalized  at  $95  million, 
I  boasts  part-owned  units  in  Europe,  Ja- 
I  in,  and  the  U.  S.  and  employs  700  peo- 
I  e  worldwide.  Hanley,  a  41-year-old 
i  ustralian  accountant  and  Harvard  MBA, 
'  lapped  up  Brunswick  Corp.'s  filtration 
'  Wsions  in  the  U.  S.  and  Europe  for  $70 
illion  in  1988  and  is  currently  negotiat- 
'■  g  another  buy  in  Europe. 

Memtec's  strategy  has  been  to  find 
'  !W  applications  for  membrane  filtration 
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technolog\'  in  a  market  traditionally  ser- 
viced by  conventional,  higher-cost  tech- 
nology. It  zeroes  in  on  high-volume  fluid 
flows,  such  as  sewage  and  impure  wa- 
ter. The  tapping  of  Australia's  local 
technological  talent  has  brought  reve- 
nues up  from  a  mere  $28,000  in  1984  to 
$55  million  by  the  end  of  1988.  At  the 
end  of  the  first  half  of  1988,  Memtec 
announced  a  58%  rise  in  profits  from  a 
year  before  as  a  result  of  the  Brunswick 
addition  and  internal  growth.  Traded 
through  American  depository  receipts  on 
the  New  York  Stock  Exchange,  Memtec 
has  been  climbing  steadily  since  the  1987 


crash.  It  currently  trades  at  $1.80,  up 
from  $1.03  early  this  year. 

Memtec  is  now  building  systems  for 
water  purification  and  desalination,  wine 
and  fruit-juice  separation,  and  filtration 
and  sewage  treatment.  Says  Hanley: 
"The  concept  now  is  to  graft  this  new 
high-growth  division  onto  the  [existing] 
successful  base."  Not  only  does  Memtec 
have  the  people  and  the  technology  to 
continue  growing,  he  adds,  but  with  $63 
million  from  a  1987  rights  oflering,  "we 
have  the  money."  So  Hanley  won't  have 
any  problem  paying  for  the  steaks. 

By  Stephen  Hutcheon  in  Sydney 
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Long  before  they  were  building  applianc: 


The\  came  across  countr\  b\ 
wagon  in  1854. 

And  settled  in  Amana.  Iowa. 

E\er\  thing  the\  needed.  the\ 
made  by  hand.  Their  barns.  Their 
benches.  Their  blankets.  Their  beds. 
Ever\ thing. 

Whate\er  the\  made.  the\ 
followed  a  fundamental  belief 

lb  make  everything  the 


best  it  could  be. 

Today,  that  same  fundamental  I 
belief  is  still  practiced  in  Amana. 
Iowa.  The  home  of  .Amana.  a 
Ra\  theon  compam. 

Raytheon  is  proud  of  .Amana 
and  the  appliances  they  make.  .And  i 
proud  of  our  other  appliance  i 
companies.  Caloric.  Speed  Queen 
and  Modern  Maid.  | 

They  all  share  the  same  | 
philosopii\.  k 


nana  people  were  building  quality. 


Whatever  you  make,  you  make 
it  the  best  it  can  be. 
So  it  will  last. 

Raytheon  Company  141  Spring 
Street.  Lexington.  MA  02173. 

Raytheon 


Where  quality  "^Uins  wilh  fundanwnlals 


Commentary/by  Dave  Griffiths 


HIGH-TECH  WEAPONS  ARE  COMING  UNDER  FRIENDLY  FIRE 


To  the  Reagan  Administration,  the 
B-1  was  more  than  just  a  sleelc 
new  bomber.  It  symbohzed  the 
comeback  of  the  U.  S.  military.  In  one 
of  his  first  acts  as  President,  Ronald 
Reagan  revived  the  $27  billion  project, 
previously  junked  by  Jimmy  Carter. 
The  Air  Force  got  the  renamed  B-IB 
into  service  on  time  and  under  budget. 

Today,  the  B-lB  has  be- 
come a  symbol  of  something 
else — a  very  costly  weapon 
that  has  failed  to  live  up  to 
its  promise.  The  reason:  A 
vital  part  of  the  plane's  elec- 
tronic nervous  system,  the 
equipment  that  jams  the  ra- 
dars of  enemy  antiaircraft 
weapons,  doesn't  work.  It 
must  be  redesigned — at  the 
cost  of  $1.2  billion. 
'SNOWED.'  Sadly,  the  B-IB  is 
not  an  isolated  case.  New 
weapons  technologies  have 
often  proven  prone  to  fail- 
ure. Yet  highly  complex, 
computerized  weaponry  has 
become  a  cornerstone  of 
U.  S.  military  policy.  That's 
because  the  U.  S.  cannot  or 
will  not  match  the  Soviets  in 
numbers  of  troops  and  con- 
ventional weapons.  But  after 
the  reverie  of  Reagan's  $2 
trillion  defense  buildup,  the 
Pentagon  is  waking  up  to 
find  that  one  high-tech  weap- 
ons program  after  another  is 
encountering  problems.  "We 


puterized  gadget  called  an  "automatic 
target  recognizer"  left  a  great  deal  to 
be  desired.  While  it  can  tell  a  tank 
from  a  truck,  it  doesn't  do  very  well  in 
distinguishing  an  enemy  tank  from  a 
friendly  tank.  A  single  pilot  flying 
close  enough  to  the  ground  to  be  busy 
dodging  trees  wouldn't  always  have 
the  time  to  verify  targets.  So  the  Army 


B-IB  BOMBER:  FAILING  TO  LIVE  UP  TO  ITS  PROMISE 


are  just  snowed  with  technology,"  says 
General  Bernard  P.  Randolph,  the  Air 
Force's  top  weapons  buyer. 

Now,  a  growing  backlash  is  brewing 
among  some  Pentagon  top  brass.  Ran- 
dolph bluntly  terms  defense  electronics 
a  "goddamn  disaster."  And  General 
Larry  D.  Welch,  the  Air  Force  chief  of 
staff,  blames  "unrealistic  require- 
ments, overoptimistic  contractors,  and 
poor  management"  for  the  snafus  in 
electronic  combat  gear. 

The  problems  go  beyond  the  Air 
Force.  Faith  in  technology  caused  the 
Army  to  get  carried  away  in  designing 
the  LHX  multipurpose  helicopter.  To 
halve  manpower  costs,  the  service 
wanted  the  chopper  to  be  so  automated 
that  it  wouldn't  need  a  co-pilot. 

But  officials  soon  found  that  a  com- 


is  likely  to  fall  back  on  the  tried-and- 
true  two-person  cockpit. 

With  juicy  contracts  at  stake,  de- 
fense electronics  makers  are  by  no 
means  blameless  for  inflating  expecta- 
tions. That  was  all  too  apparent  with 
the  B-IB.  Air  Force  sources  say  that 
Eaton  Corp.'s  AIL  Div.,  which  devel- 
oped the  jamming  system,  exuded  a 
confidence  that  wowed  those  who 
knew  little  about  such  arcane  matters. 


The  Army's  'automatic 
target  recognizer'  couldn't 
tell  an  enemy  tank 
from  a  friendly  tank 


"We  looked  at  their  brochure  and  sa: 
'Let's  do  it  all,'  "  says  Colonel  John 
Madia,  the  B-IB  program  manag( 
Too  often,  though,  the  promised  tec 
nology  disappoints.  As  Gary  L.  De 
man,  deputy  director  of  the  Air  Force 
Wright  Research  &  Development  Ce 
ter  in  Dayton,  notes:  "Remember — tl 
best  thing  you  hear  about  a  technoloj 
is  the  first  thing  you  he 
about  it." 

Details  are  hard 
come  by,  but  it's  cle; 
that  the  glitches  in  E 
ton's  system  involve  i 
radar-warning  receiv 
and  the  computer  that 
supposed  to  initiate  jai 
ming  signals.  Randol{ 
says  the  Air  Force  bomb 
office  has  now  set  "realist 
expectations"  for  what  tl 
system  can  do. 
STRAIN.  Does  that  mean  tl 
military  has  learned  its  le 
son?  'The  Air  Force's  A 
vanced  Tactical  Fighter  (AT 
may  prove  to  be  an  interei 
ing  test.  As  designed,  tl 
plane's  computers  would  r 
quire  more  than  a  milli( 
lines  of  software — a  fivefo 
increase  over  the  progran 
in  the  F-16s  it  will  replac 
But  Randolph  sa] 
the  generals  are 
ginning  to  questic 
the  trade-offs.  Takir 
full  advantage 
such  a  complex  pr 
gram  would  strain  tl 
capacity  of  the  computers  and  redu( 
reliability,  so  the  brass  is  telhng  d 
signers  that  pilots  may  not  need  tl 
ultimate  cockpit  automation.  "We  dor 
have  people  smart  enough  to  unde 
stand  how  to  control  technology  in 
design  sense,"  says  Randolph,  wl 
started  a  software  literacy  program. 

Perhaps  most  important,  office: 
such  as  Randolph  are  taking  a  moi 
skeptical  view  of  the  future.  The  poll 
cal  rush  to  build  highly  automatt 
weapons  before  they  are  complete 
developed  is  yielding  to  caution.  > 
longer  will  the  blue-skies  techno-joc 
eys  who  design  the  flashiest  electron 
black  boxes  automatically  get  a  favo 
able  hearing.  Nor  should  they. 
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Fifth  Anniversary. 


Sixth  Anniversary. 


Seventh  Anniversary.     Eighth  Anniversary.       IN  mm  anniversary. 


ihe  does  enjoy  all  the  cookbooks  you've  given  her.  But  she  now  has 
I  three  more  than  the  Library  of  Congress. 


This  year;  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 


A  MACHINE  THAT  CAN  MAKE  YOUR  GOLDEN  YEARS  SHINE 


A  calm  day  on  a  gentle  stream. 

To  enjoy  the  freedom  of  living  your  dreams, 
count  on  The  Xerox  Financial  Machine. 

With  prudent  mutual  funds  and  insured  unit 
trusts  from  Van  Kampen  Merritt.  The  ability  to 
protect  your  assets  with  insurance  for  auto,  home 
and  business  from  Crum  and  Forster.  Life  insur- 
ance and  annuities  to  make  your  retirement  more 
secure  from  Xerox  Life.  Investment  banking 
and  pension  fund  management  and  administra- 
tion from  Furman  Selz.  And  the  ability  to  lease 


anything  from  a  fleet  of  fishing  vessels  to  a 
Xerox  copier  from  Xerox  Credit  Corporation. 

They're  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with  a 
singular  standard  of  excellence.  All  geared  to 
help  make  your  future  look  bright. 

So  you  can  have  your  day  in  the  sun. 

To  find  out  how  you  can  put  the  power  of 
The  Xerox  Financial  Machine  to  work  for  you, 
write  Xerox  Financial  Services,  P.O;  Box  5000, 
Norwalk,  CT  06856.  - 


©  1989  XEROX  CORPORATK  -{ 
XEROX*  and  THE  FINANCIAL  MACFft»# 
are  marks  of  XEROX  CORPORATIC:!^ 


The  1  989  Vanden  Plas  is  the  most 
exclusive  and  luxuriously  equipped 
Jaguar  sedan.  Its  sumptuous  interior 
recalls  a  time  when  Vanden  Plas  was  a 
builder  of  elegant  custom  carriages. 

hiand-finished  and  meticulously 
inlaid  walnut  veneers  lend  lustrous 
warmth  throughout  the  cabin.  The  rich 
feel  and  fragrance  of  supple  leather 
abound.  The  front  seats  incorporate 
temperature-controlled  heating 
elements. 

For  the  rear  seat  passengers,  burl 
walnut  fold-down  picnic  tables  and 
high-intensity  reading  lamps  have 
been  provided.  Individual  headrests 
on  the  rear  seats  offer  added  comfort 
and  safety.  An  extended  console 

The  1989 

Jaguar  Vanden  Plas 
reflects  an  elegance 
that  is  as  much  a 
part  of  English  life 
as  afternoon  tea. 


brings  air  conditioning  and  heating 
vents  within  easy  reach  of  rear  seat 
passengers.  A  car  of  uncompromising 
luxury,  tTie  Vanden  Plas  is  even  fur- 
nished with  fleecelike  throw  rugs  in  the 
passenger  footwells. 

To  experience  the  elegance  that  is 
Vanden  Plas,  and  for  information  on 
Jaguar's  comprehensive  three-year/ 
36,000-mile  warranty,  see  your 
Jaguar  dealer.  He  can  provide  details 
on  this  limited  warranty,  applicable  in 
the  USA  and  Canada,  and  on  Jaguar's 
Service-On-Site-^  Roadside  Assistance 
Plan.  For  your  nearest  dealer,  call  toll- 
free:  1-800-4-JAGUAR. 
Jaguar  Cars  Inc.,  Leonia,  NJ  07605. 

ENJOY  TOMORROW  BUCKLE  UP  TODAY 


JAGUAR 

A  BLENDING  OF  ART  AND, MACHINE 


evelopments  to  Watc 


.ITED  BY  EMILY  T.  SMITH 


INALLY,  A  TOMATO  YOU 

ON'T  WANT  TO  THROW  TOMATOES  AT 


W/ 


1?' 


lodern  agriculture 
lhas  filled  super- 
market shelves  with 
fresh  and  tasty  pro- 
duce. But  have  you 
ever  wondered  what 
happened  to  the  toma- 
to? Today's  pale,  taste- 
less excuse  is  a  far  cry 
from  the  home-grown 
fruit.  The  reason:  To 
;rease  their  shelf  life,  tomatoes  are  picked  while  still  green, 
ipped,  and  then  forced  to  ripen  with  ethylene  gas. 
Nov/,  plant  scientists  at  Cornell  University  have  developed 
inexpensive  treatment  that  could  extend  the  shelf  life  of 
;-  stier,  vine-ripened  varieties.  They  took  their  cue  from  an 
I  scure  Brazilian  tomato  that  keeps  for  several  weeks  even  if 
1 3  picked  when  fully  ripe.  It  turns  out  that  this  long-lived 
mato  has  nearly  three  times  the  level  of  polyamines,  chemi- 
Is  that  retard  ripening.  Led  by  Peter  J.  Davies,  a  Cornell 
int  physiologist,  the  research  team  developed  a  process  for 
fusing  fresh-picked  tomatoes  with  very  small  amounts  of  the 
ese  naturally  occurring  substances.  In  laboratory-scale  tests, 
e  treatment  doubled  the  shelf  life  of  vine-ripened  tomatoes, 
iking  them  competitive  with  the  supermarket  type.  The  next 
sp:  Tap  the  genes  in  the  Brazilian  tomato  to  create  new 
rieties  with  longer  shelf  lives. 


ONS  AND  FLEISCHMANN  STIR  THE 
USION-IN-A-BOTTLE  DEBATE  AGAIN 


%on't  write  off  cold  fusion  yet,  insist  B.  Stanley  Pons  of 
ir  the  University  of  Utah  and  Martin  Fleischmann  of  the 
iiiversity  of  Southampton.  Addressing  a  meeting  of  the  Elec- 
ochemical  Society  in  Los  Angeles  on  May  8,  the  scientists 
sponded  to  the  blistering  criticism  of  their  fusion-in-a-bottle 
.periment  leveled  by  physicists  a  week  earlier. 
The  controversial  pair  not  only  continued  to  claim  that  nucle- 
■  fusion  is  indeed  occurring  in  their  apparatus,  they  dramati- 
.lly  upped  their  estimate  of  the  energy  they  say  their  reac- 
)n  is  producing.  In  their  startling  initial  announcement  on 
ar.  23,  Pons  and  Fleischmann  said  the  experiment  was  pro- 
icing  four  times  the  energy  it  consumed.  At  the  electrochem- 
al  meeting,  they  said  their  fusion  cell  is  now  releasing  10  to 
I  times  that  amount.  But  many  scientists  at  the  session 
■mained  unconvinced.  "I  really  think  they  blew  it,"  said  Cali- 
irnia  Institute  of  Technology  physicist  Steven  E.  Koonin. 


ONY  EXPANDS  ITS  HDTV  WORK 
-AND  ASKS  UNCLE  SAM  TO  CHIP  IN 


Iapan's  Sony  Corp.,  which  last  year  was  dickering  to  buy 
MGM/UA  Communications  Co.  but  called  off  the  deal,  has 
icided  to  take  over  Hollywood  via  technology — and  soften  up 
apitol  Hill  on  the  touchy  issue  of  high-definition  television, 
ate  last  month,  the  company  announced  that  the  Sony  Corp. 
t"  America  Technology  Center  in  San  Jose  will  be  expanded  to 
iclude  a  new  Advanced  Video  Technology  Center. 
The  new  center's  main  mission:  to  develop  wider  applications 
)r  HDTV  technology  in  moviemaking.  A  few  filmmakers,  such 


as  Francis  Ford  Coppola,  already  are  HD-video  enthusiasts,  as 
are  several  production  studios  that  specialize  in  advertising 
spots  and  industrial  films.  Panavision  Inc.,  a  major  supplier  of 
35mm  movie  cameras,  recently  disclosed  that  it  was  adapting 
Sony's  HDTV  cameras  for  cinematography. 

In  addition,  the  new  AVT  center  will  serve  as  a  domestic  hub 
for  Sony's  research  on  HDTV  for  consumer  markets.  Sony  has 
applied  for  a  slice  of  the  $30  million  HDTV  program  being 
organized  by  the  Defense  Advanced  Research  Projects  Agen- 
cy. That  has  touched  a  nerve  in  Congress.  Some  legislators 
object  to  darpa's  subsidizing  research  by  a  foreign  company. 
Sony-America  officials  bristle  at  that,  since  from  1972  nearly 
all  Sony  color  TV  sets  sold  in  the  U.  S. — plus  many  of  those 
exported  to  Latin  America — have  been  made  in  San  Diego. 


BE  COOL  IF  YOU  WANT  TO  TACK 
SUPERCONDUCTORS  TO  SILICON 


If  scientists  could  harness  high-temperature  superconductors 
in  computer  circuits,  it  could  pave  the  way  for  new  genera- 
tions of  ultrahigh-speed  computers.  But  most  processes  used 
in  making  perfect  crystalline  films  out  of  superconducting 
materials  have  required  such  high  temperatures  that  they 
could  not  be  deposited  on  silicon. 

Now,  researchers  from  North  Carolina  State  University  say 
they  have  developed  a  lower-temperature  process.  And  the 
team  says  that  their  films  on  silicon  can  carry  1  million  am- 
peres per  square  centimeter  when  cooled  to  -321 F  by  liquid 
nitrogen.  That's  the  minimum  current  capacity  needed  for 
silicon  chips.  The  NCSU  researchers,  led  by  Jagdish  Narayan,  a 
professor  of  materials  science,  use  a  laser  to  strip  atoms  from 
a  sample  of  superconductive  ceramic,  which  are  then  deposited 
onto  silicon  in  a  vacuum.  Narayan  says  the  NCSU  process  has 
reduced  processing  temperatures  from  1,202F  to  932F. 


PUTTING  THE  PITH 

BACK  INTO  TELEPHONE  POLES 


You  pass  one  every 
couple  hundred  feet 
or  so  during  the  drive  to 
work.  But  how  many  utili- 
ty poles  do  you  really  no- 
tice? If  you  do  look  close- 
ly, you  may  be  in  for  a 
shock.  Perhaps  20  million 
of  the  nation's  130  million 
wooden  poles  are  so  rot- 
ted or  riddled  with  ter- 
mites that  they  are  in  dan- 
ger of  toppling  over.  And 
replacing  them  is  expensive:  Installing  a  new  pole  can  cost  as 
much  as  $15,000. 

So  Lynco  Power  Constructors  Inc.  in  Tucson  has  developed 
a  so-called  internal  splint  to  shore  up  rotted  poles.  Just  drill  a 
hole  or  holes  in  the  problem  area  and  pump  in  a  special 
polyurethane  mixture.  The  plastic  fills  the  voids,  then  quickly 
hardens  to  a  wood-like  consistency.  In  just  minutes,  the  pole's 
life  has  been  extended  a  decade  or  more.  Cost?  About  $400. 

Lynco  developed  the  technique  for  Hawaiian  Electric  Co., 
which  has  some  5,000  "danger  poles."  Many  are  hollow  up  to 
the  18-foot  level.  "They're  literally  like  straws  in  the  wind," 
says  Lynco  President  Thomas  A.  Norton.  For  utility  companies 
in  the  South,  where  woodpeckers  are  the  main  scourge  of 
poles,  Lynco  has  a  king-size  syringe  that  injects  just  enough 
polyurethane  to  fill  yesteryear's  peckings. 
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NoMillionair 
WuableThanOo 


For  I h(M Hie  million  iiiillioiiairos  in/XnioiiCci. 
housing  alTor(lal)ilily  is  rarely  a  concern.  But  for 
millions  of  tli(^  rest  of  usJtoften  is. 

StillowTiin^^  a  liome  of  our  own  nmains  at 
th(^  heait  of  the  American  way  of  lif(\  Its  a  \)\^ 
|)ait  of  what  we  all  woit  for.  It's  a  l)i^  pait  of  what 
niakes  Auk  nica  work. 

\et,  hu>in{^  a  homc^  is  becoming  more  an(  I 
more  difficult  for  millions  of  Americans,  despite 
th(^  increase  in  two-income  familic^s. 

The  median-price(  1  home  ( )f  t(  n  lay  ahs(  )t1  )s 
n(^arly  r)0*X:)more  income  than  it  did  in  l968.The 
rat(^  of  li()m(X)Mi(M^ship  for2[5-to34-year-ol(ls 
(k'clined  from  W3%  in  1978  to4[5% today 

At  ^^nni(^  Mat\  mhv  doing  what  we  can  t( ) 
help  keep  homeownership  within  n^ach. 

Som(^  30%  of  th(^  mortgages  wr  finance(  1 
in  1988  wrre  foi^  $40,000  or  less.Thats  just 
about  w  hat  it  takes  for  a  household  with  a  yearK 
income  of  $19,000  to  buya  home.  Last  year,  we 
heli)(^d  nearly  300,000  such  familic^s  buy  homes. 

As  the  USAs  blousing  Partn(n:  we  will 
k( '( '1 )  w  ( )rking  wit li  h  iidt^^s,  builck^rs.  real  estate 
brokers.  n()npix)fits  and  gov(*mments  at  all 
1(m4s  in  the  search  for  solutions  to  the  problems 
of  housing  affordability 

Aft(TalUhe  millionain^s  may  not  nm\ 
our  help  to  l)uy  a  home,  but  [hviv  are  millions  of 
other  hard-working  Am(^ricans  who  do. 


FannieMae 

The  USAs  Housing  Partner 


How  Do  You  See  Hyundai 

You  probably  picture  Hyundai  as  a  maimer  of  affordable,  liigfi- 
quaiity  cars. 

That  picture's  not  wrong.  Just  incomplete. 

Those  who  work  with  advanced  computers,  ships  and  nuclear 
power  plants  have  a  better  idea  of  our  scope. 

In  fact,  you'll  find  the  Hyundai  name  behind  sophisticated 
engineering  projects,  petrochemicals,  robotics,  and  satellite 
communication  systems,  among  other  exciting  and  diverse 
industries. 

Which  is  why  in  Korea,  Hyundai  has  become  a  symbol  of  our 
nation's  economic  progress. 

So  by  all  means,  remember  our  cars.  But  don't  forget  the  big 
picture. 

▲HYUNDAI 

K.RQ  Box  92  Seoul.  Korea 

TLX:  K23111/5    FAX  (02)  743-fi9fi.-^ 


e  Corporation 


tATEGIES 


ttUMANA  REGAINS 
HAT  HEALTHY  GlOW 


I  nking  its  hospitals  with  its  insurance  plan  starts  to  pay  off 


n  1984,  David  A.  Jones,  chief  execu- 
tive of  Humana  Inc.,  came  up  with 
what  sounds  hke  a  quixotic  plan  to 
beds.  He  decided  to  hnk  Humana's 
spitals  with  a  health  insurance  compa- 
.  Then  the  insurance  customers  could 
funneled  into  Humana's  hospitals, 
le  problem  is,  insurers  usually  make 
)ney  by  keeping  hospital  stays  short, 
mething  that  often  doesn't  sit  well 
th  hospitals.  When  Humana  under- 
iced  its  insurance  plans,  the  strategy 
ckfired.  The  division  turned  in  five 
ars  of  operating  losses. 
But  Jones  stuck  to  his  plan,  and  he's 
irting  to  make  it  work.  With  a  new 
irketing  strategy  and  higher  premi- 
tis,  Humana's  Group  Health  Div.  eked 
t  its  first  operating  profit  in  the  quar- 
r  ended  Feb.  28,  and  analysts  say  it 
ould  earn  $8  million  this  year.  More 
portant,  Jones  says  the  insurance  unit 
finally  channeling  more  of  its  patients 
to  Humana  hospitals.  His  proof:  Pa- 
ints with  Humana  insurance  accounted 


for  15.5%  of  the  company's  total  hospital 
admissions  last  quarter — up  from  only 
9.3%  last  year. 

That  has  helped  Humana's  prognosis 
considerably.  Earnings  plunged  in  1986 
and  have  gradually  recovered.  Stemming 
the  red  ink  at  the  insurance  unit  should 
help  push  the  company's  fiscal  1989 
earnings  up  11%-,  to  about  $253  million 
on  revenues  of  $4  bil- 
lion. That's  enough 
for  Wall  Street:  Hu- 
mana's shares  fetch 
about  31 — near  a 
three-year  high. 

Jones's  approach  to 
health  care  has  al- 
ways been  unconven- 
tional. The  former  at- 
torney started  a 
nursing  home  busi- 
ness in  1961.  He 
bought  a  single  hospi- 
tal in  1968  and  10 
years  later  acquired  a 
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hospital  company  much  larger  than  Hu- 
mana. But  when  the  federal  government 
moved  to  clamp  down  on  health  care 
costs  in  1983,  hospital  occupancy  rates 
dropped.  So  Jones  tried  to  turn  Humana 
into  a  full-service  medical  company — 
with  hospitals  and  a  network  of  doctors' 
offices  linked  by  insurance  products. 
Partly  to  get  publicity,  he  agreed  to 
sponsor  100  controversial  artificial  heart 
implants. 

Jones  reasoned  that  low  premiums 
would  entice  businesses  to  buy  Hu- 
mana's group  insurance  for  their  em- 
ployees' health  plans.  Then,  to  get 
policyholders  to  use  Humana  hospitals, 
the  company  imposed  deductibles  for 
treatment  received  elsewhere.  Because 
Humana's  hospitals  are  among  the  in- 
dustry's most  efficient,  that  would  help 
keep  insurance  payments  low.  The  clin- 
ics would  result  in  hospital  referrals. 

But  in  its  zeal  to  sign  up  new  mem- 
bers, Humana  underpriced  its  insurance 
plans.  When  medical  costs  soared,  the 
company  was  locked  into  the  money-los- 
ing contracts.  Worse,  some  physicians 
were  irked  by  Humana's  penny-pinching 
policies  and  wouldn't  steer  patients  to  its 
hospitals.  "We  made  every  mistake  pos- 
sible in  the  first  year,"  admits  Wayne  T. 
Smith,  president  of  Group  Health. 
FLAT  FEES.  Humana  has  now  raised  its 
insurance  rates  by  as  much  as  25%-.  And 
it  is  concentrating  on  selling  Group 
Health  in  17  markets  where  it  has  a 
strong  hospital  presence — half  the  cities 
tried  in  1986.  The  company  sold  its  doc- 
tors' office  chain  in  1987,  the  year  of  its 
last  heart  implant.  "The  basic  idea  re- 
mains the  same,"  says  Jones.  "It  all 
boils  down  to  execution." 

As  the  business  evolved,  Jones  began 
to  model  Humana  on  the  nonprofit 
health  maintenance  organization  Kaiser 
Permanente,  the  nation's  largest  private 
HMO.  Kaiser  owns  hospitals  and  charges 
its  members  a  flat  fee  for  medical  care 
they  require — but  they  must  use  Kaiser 
facilities  and  doctors.  So  far,  though,  no 
for-profit  hospital  management  company 
has  conquered  the  in- 
tricate insurance  busi- 
ness, though  plenty 
have  tried. 

But  analysts  say 
tough  cost  controls  .set 
Humana  apart.  For 
example,  to  cut  down 
on  unnecessary  proce- 
dures, Humana  re- 
quires doctors  to  an- 
swer a  series  of 
questions  via  comput- 
er before  admitting 
patients  to  its  hospi- 
989  tals.  To  squeeze  labor 
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FITS  IN  YOUR  HAND  YET  HAS  A  LIST 
OF  FEATURES  AS  LONG  AS  YOUR  ARM. 


The  Dictamite  II  is  Dictaphone's 
smallest,  lightest  microcassette 
portable,  yet  has  a  host  of 
features  that  make  capturing 
all  your  ideas  as  simple  as 
speaking. 

Just  to  name  a  few:  voice  acti- 
vated recording  starts  recording  as 
soon  as  you  start  talking.  Digital 
display  shows  you  exactly  what 
you've  recorded  and  where.  Inter- 
nally rechargeable  batteries  mean 
you're  always  ready  to  go. 

To  find  out  more,  call  1-800-433- 
0880  toll-free  or  send  in  the  coupon. 
Dictaphone.  Time  Management 


CBW52289 

Mail  to:  Dictaphone  Corporation, 
3191  Broadbndge  Ave..  Stratford,  CT  06497-2,S59 


Name 


Title 


Company 


Phone 


Address 


City 


State 


Itl  Dictaphone 

A  Pitney  Bowes  Company 


Zip 


and  I  In  1  JIT 
(irporalinn 


lie  "  jrc  rfpstcred  mdeniark^ 
SlraKordCT  ©IWIIniaphiii 


McGRi«X^-HILL 


It's  up-to-thc-minutc  business  news.  Online  and  in  time 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOC;,  DRI,Telcmet 
or  direct  ro  your  mainframe.  For  a  FREE  brochure  call 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 


tinm 


'From  Database  Magazmc 


©  1989  McGraw-Hill,  Inc. 


costs,  the  company  has  a  pool  of  traM 
ing  nurses  who  can  be  dispatched  to  ^- 
ferent  parts  of  the  country  as  needef 

Humana  has  changed  its  focus  to  fd 
doctors  willing  to  accept  its  insuraije 
customers  as  new  patients.  The  comply 
found  well-established  doctors  a  hU 
sell  because  they  resented  Humana'si- 
nancial  controls.  So  it  began  proselys- 
ing  young  physicians  who  were  ear 
for  new  patients — even  if  they  did  to  ■ 
with  restrictive  insurance  coverage. 
mana  is  also  testing  a  plan  in  Deni: 
that  promises  doctors  a  certain  num|pr 
of  new  patients  if  they  sign  up.  So 
doctors  seem  appeased  by  the  compar 
efforts.  "After  a  few  uncertain  yei 
Humana  has  begun  to  prove  itselfj 
doctors,  says  Dr.  Lee  Halfman, 
practices  in  Denver. 

Although  it  has  raised  rates,  Hum^ 
claims  its  Group  Health  plans  are 
competitive,  and  it  has  won  contra 
with  such  employers  as  General  Elecf 


To  squeeze  labor  costs,  t 
Humana  dispatches  nursef 
around  the  country  as  I 
hospitals  fill  up  or  empty  o 


Co.  in  Louisville  and  Florida's  Brow  i 
County  School  Board.  In  fact,  Gn  ; 
Health  now  has  900,000  members  . 
790,700  last  August.  To  continue  expa  ■ 
ing,  the  company  is  counting  on  groi  ii 
in  its  business  of  providing  additic  3 
coverage  for  medicare  patients. 
DISCOUNT.  There  are  stumbling  blocki  i 
Jones's  plans.  Such  traditional  insura|jb 
companies  as  Cigna  Corp.  and  Travels 
Corp.,  which  operate  HMOs,  keep  confr- 
tition  keen  in  health  insurance.  M()6- 
over,  because  Humana  charges  Grip 
Health  patients  a  discounted  price.  Is 
hospital  operating  margins  have  bntt 
shrinking — to  19%  for  the  first  k 
months  of  fiscal  1989,  compared  vfli 
20%  last  year.  Despite  Group  Healthe- 
ferrals,  the  company's  occupancy  ras 
are  only  about  49% — slightly  less  tin 
average  among  for-profit  hospitals. 

Jones  contends  his  strategy  sinly 
needs  more  time  to  work  before  om- 
pancy  rates  jump.  Eventually,  higer 
revenues  from  an  increasing  streairaf 
Group  Health  patients  should  makeup 
for  shrinking  margins.  That  could  ejn 
happen  by  the  end  of  fiscal  1990,  accid- 
ing  to  Seth  H.  Shaw,  an  analyst  at  lu- 
dential-Bache  Securities  Inc.  If  so,  Jo36 
will  have  proved  that  synergy  can  soali- 
times  happen  in  unlikely  ways. 

By  Stephen  Phillips  in  Louis  'le 
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ANNOUNCING  A 
NEW  WORLD'S  FARE 


Your  international  letters  and  documents  are 
ibout  to  get  a  fare  break. 

Because  Express  Mail  International  Service" 
rem  your  post  office,  in  cooperation  with  postal 
.ervices  around  the  world,  now  delivers  to  over 
)0  countries  for  just  $10.75  for  up  to  half 
1  pound. 

That's  up  to  50%  less  than  what 
)ur  competitors  charge. 

Plus,  if  you  act  before  July 
1st,  you  can  take  advantage  of  our 
special  trial  offer  of  just  $8.75,  which 


s  the  same  as  we  charge  for  our  domestic  over- 
night service. 

So  if  you  need  overnight  delivery  to  Can- 
ada, 2-day  delivery  to  Europe,  or  3-day 
delivery  to  the  Pacific  Rim  or  any  of  our 
other  destinations,  use  Express  Mail 
International  Service. 

And  see  how  much  farther 
your  dollar  can  go  overseas. 
Stop  by  your  post  office,  or  dial 
1-800-THE-USPSfor  more 
information. 


$8.75 


SPECIALTRIALRATE  UNTIL  JULY  1 


EXPRESS  MAIL  We  Deliver, 
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Most  CEO's  and  senior 
managers  look  at  computer 
operations  as  cost  centers, 
not  profit  centers. 

Unisys  lias  helped  many 
businesses  use  information  to 
be  more  competitive.  We've 
done  it  for  banks. We've  done 
it  for  airlines. We  can  do  it 
for  you. 

Unlike  most  computer 
companies  who  focus  on 
partial  "solutions"  to  short- 
term,  isolated  problems, 
Unisys  focuses  on  creating 
applications  and  hardware 
that  can  grow  your  business 
over  the  long  haul. 


We  arent  just  an  industry 
leader  in  networking.  W^  aren't 
just  the  maker  of  the  broadest 
line  of  compatible  computers. 
And  we're  not  just  the  creator 
of  the  most  flexible  software 
tools  available.  We  are  all 
these  things. 

And  we  have  the  expertise 
to  tie  it  together  so  you 
can  turn  your  information 
generator  into  a  cash 
generator.  Work  with  us  and 
we'll  prove  it. 


UNISYS  AND  YOU. 
The  power  of* 
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TRANSPORTATION! 


A  MR.  FIX-IT  GOES  TO  WORK 
ON  LORENZO'S  CONTINENTAL 


CEO  Joseph  Corr  is  cutting  the  carrier's  chronic  losses 


For  years,  Continental  Airlines  Inc., 
the  biggest  di\ision  of  Frank  Lor- 
enzo's Texas  Air  Corp.  empire, 
steadily  exceeded  even  the  most  pessi- 
mistic expectations.  Losses,  late  arrivals, 
misplaced  baggage — the  figures  always 
came  in  worse  than  anticipated  at  the  S4 
billion  carrier.  Even  last  year,  when 
most  airlines  recorded  their  biggest 
profits  ever,  Continental  beat  the  odds 
and  lost  S315  million. 

Can  those  days  be  over?  Under  its 
new  chief  executive,  D.  Joseph  Corr,  the 
airline's  first-quarter  loss,  on  sales  of 
$1.2  billion,  narrowed  to  S16.5  million 
from  an  S81  million  deficit  a  year  ago. 
Yield,  an  essential  measure  of  an  air- 
line's ability  to  generate  sales  from  pas- 
senger traffic,  is  up  lS7c  from  last  De- 


CAUSE  FOR  HOPE? 

Higher  fores  better  cost  control,  ond  the  Eastern  strike 
helped  Continentol  s  traditionally  weak  quarter 


CONTINENTAL'S  A 
FIRST-QUARTER  OPERATING  ^ 
PROFIT  OR  LOSS 
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cember.  Analysts  estimate  Contineia 
made  a  slight  operating  profit,  and  i>:. 
are  cautiously  optimistic  that  the  air  it 
can  make  a  little  money  in  1989.  "If  v 
isn't  a  fluke,  then  Continental  cci 
make  substantial  progress  before  i 
end  of  the  year,"  says  Raymond : 
Neidl.  an  airline  bond  analyst  at  thee 
vestment  firm  McCarthv,  Crisanti^ 
-Maffei  Inc. 

WEAK  SISTER.  What  worries  Wall  Str 
of  course,  is  that  instead  of  being  on  it 
mend  for  good.  Continental  may  k 
merely  enjoying,  temporarily,  the  inop- 
tr\-'s  robust  health.  Corr  has  also  b(*- 
fited  from  the  woes  of  Eastern  Air  Li 
Inc.,  Continental's  sister  carrrier  at  1: 
as  Air.  The  strike  and  bankruptcy: 
Eastern  have  idled  6%  of  the  indu.-t 
capacity,  and  Continental,  like  o:h 
has  elbowed  in  on  Eastern's  territLH-} , 
starting  up  new  routes  to  Miami  and 
Caribbean.  One  well-placed  insider  > 
Continental  is  picking  up  as  much  a.- 
million  a  month  in  revenue  froin 
strike.  "Eastern  has  been  an  abso  l. 
bonanza  [for  Continental],"  says 
insider. 

Corr  maintains  that  any  gains 
nental  has  made  at  Eastern's  e> 
have  been  wiped  out  by  Easteif 


IN  THE  KOREAN  BUSINESS  COMMUNITY 
CLOTHES  DONT  MAKE  THE  MAN,  TITLES  DO 


Ase,  status  and  cxp>erience 
are  what  count  in  Seoul.  A 
brisht,  youns  executive  is 
not  impressive.  In  fact,  if  you 
are  settins  up  the  very  first 
meetins  between  two  com- 
panies, try  to  make  sure  at 
least  one  of  the  people  rep- 
resenting you  is  over  50 
or  quite  highly  ranked. 

ROOM  WITH  A  VIEW.  If 

you  want  a  hotel  that's  not 
jammed  in  the  center  of  the 
frenetic  city,  but  is  still  only 
moments  from 
everything,  you 
should  try  the 


Hyatt  Regency  It's  on  a  hill  in 
Namsan  Park,  and  is  lovely 
and  peaceful.  The  best  views 
are  to  the  south. 
747-7  Hannam-dong, 
Mangsan-ku.  Tel:  798-00i61. 

SLOW  IS  ALW>tifS 
BETTER.  Every  meeting  be- 
gins with  a  bit  of  conversation 
and  socializing  before  you  at- 
tend to  business.  Don't  rush 
into  the  agenda;  instead,  take 
the  time  to  make  everyone 
feel  comfortable.  As  you  get 
to  know  each  other, 
things  eventually  will 
start  moving  faster  '  " 


FRANKLY,  MY 
DEAR...  If  you 

need  a  break  from 
all  your  meetings,  an 
American  movie  could  be 
the  ticket.  Escape  to  the 
Piccadilly-Tel:  765-2245. 

NORTHWEiST  NOTES.  We 

offer  you  convenient  daily  ^ 
service  to  Seoul  from  over  : 
200  U.S.  cities.  And,  in 
addition  to  our  all-747  fleet, 
we  give  you  something  no 
other  U.S.  airline  can-the 
insight  that  comes  after  40 
years  of  helping  people  dp 
business  in  Asia. 


LOOK  TO  US    NORTHWEST  AIRLINES 


■ions,  which  have  picketed  Conti- 
ntal  facilities  and  scared  passen- 
rs  away.  Continental's  progress, 
says,  comes  from  more  funda- 
5ntal  changes. 

Corr,  48,  knows  something 
out  overhauling  troubled  compa- 
ss. A  hulking  man,  fond  of  blunt 
ik  and  salty  language,  he  does 
it  get  results  through  charisma, 
stead  he  ferrets  out  waste  and 
.shes  his  managers  to  save  mon- 
.  Says  Corr:  "I  am  always  look- 
g  for  efficiency." 
Corr  got  his  start  in  heavy  man- 
acturing.  Later,  as  vice-chair- 
an  of  ACF  Industries  Inc.,  a  box- 
r  manufacturer  bought  by  Carl 

Icahn,  he  cut  costs  enough  to 
ish  the  languishing  business 
ick  into  profitability.  When  Icahn 
lUght  TWA  in  1986,  Corr  moved 
er  to  the  troubled  carrier,  where 
!  again  cut  costs  and  boosted  op- 
ating  profits. 
Last  December,  Corr  abruptly  left 
VA  amid  rumors  of  a  falling-out  with 
ahn.  Weeks  later,  he  popped  up  at 
)ntinental  as  the  airline's  new  chief  ex- 
utive,  answering  only  to  Lorenzo  and 

turn  giving  orders  to  Continental's 
•esident,  Martin  R.  Shugrue  Jr.  Shu- 
nie  soon  resigned,  and  Corr  started  a 


CORR:  "I  AM  ALWAYS 
LOOKING  FOR 


shakeup.  Touring  operations  and  meet- 
ing executives  and  personnel,  Corr  got 
right  to  the  point.  Says  one  pilot  who 
works  closely  with  management:  "Corr 
would  ask,  'What  do  you  do,  and  what's 
your  justification  for  staying  here?'  " 

The  answers  seem  to  have  triggered 
several  major  changes.  After  spotting 


some  huge  bills  for  aircraft  main- 
tenance, Corr  told  his  operations 
managers  to  trim  those  costs  fast. 
Now,  many  maintenance  chores 
handled  by  outside  companies 
have  been  brought  back  in-house. 
PILOT  GOODWILL.  In  a  series  of  in- 
tense budget  sessions,  Corr  cut 
flights  from  hub  operations  in 
Newark,  Cleveland,  and  especially 
Denver,  where  Continental  had 
been  waging  a  ruinous  war  for 
market  share  with  United.  He 
then  added  extra  service  to  desti- 
nations where  demand  was  higher, 
such  as  Santo  Domingo,  Bermuda, 
and  Tokyo.  The  changes  cut  the 
capacity  of  Continental's  fleet  by 
7%,  while  revenues  rose  11%. 

One  benefit  of  the  rescheduling 
has  been  to  ease  the  workload  for 
the  pilots,  whose  goodwill  is  essen- 
tial to  Corr's  success  and  who  had 
been  griping  about  the  hours  of 
flight  time  they  had  to  put  in.  Corr 
further  endeared  himself  to  the 
most  senior  pilots  by  boosting  their 
wages  some  40%.  When  pressed,  Corr 
admits  that  he  wants  to  order  planes 
soon,  a  sign  that  he  eventually  wants  to 
expand  Continental,  which  would  pro- 
vide junior  pilots  a  chance  to  advance. 
Corr  has  benefited  as  well  from 


has 
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The  (^^)  SAMSUNG  GROUP  is  Korea's  largest  producer  of  electror^ics,  softw| 
technical  glass,  semiconductors,  textiles,  paper,  fabric,  food  products,  home  appliances, 
pharmaceuticals,  watches,  cameras  and  aerospace  products.  35  years  ago,  we  only  made  su(B 


THE  NEW  ONE-FUND  APPROACH 


Diversification. 
Made  Simple. 

Introducing  Fidelity  Asset  Manager. 


Stocks 


Long-IVrm  \U)ni-\  Market 
Bonds  Instruments 


This  diagram  is  for  illustrative  purposes  only 
and  IS  not  indicative  of  asset  nii\  or  allocation. 


Now  there  Si'/  }ieu\ 
easierwaylo^m^sii) 
across  a  broad  range  of 
securities...in  one  simple 
investment.  Fidelity  Asset 
Manager 

Fidelity  Asset  Manager 
seeks  high  total  return  with 
reduced  risk  over  the  long- 
term  b\'  allocating  its  assets  among  stocks,  bonds,  and 
money  market  investments.  (Share  price,  yield  and  return 
will  fluctuate.)  And  your  investment  is  carefully  watched 
ajid adjustedh)  Fidelity  professionals  who  seek  to  enhance 
your  return  mcuiy  market  environment. 

Tiiere  is  no  sales  charge!  And  the  low  minimum 
investment  makes  it  easy  to  get  started-just  S2,500.  Plus, 
Fidelity  Asset  Manager  may  be  a  great  choice  for  your  IRA. 
Just  $500  to  get  started. 

Find  out  more  about  this  exciting  new  fund  from 
Fidelity-today! 

Call  Today  for  the  Fidelity 
Asset  Manager  Free  Fact  Kit. 


Call  toll-free  24  hours,  or  rrrr 
send  for  your  FREE  Fact  Kit  1-800-544-6666 

□  YES!  (FAA)  Please  send  a  Fad  Kit  with  a  free  pmspeclus  cniuaming  more  com- 
plete mformation,  Including;  management  fees  and  expenses  I'll  read  my  prospectus 
carefullv  before  investing  or  sending  monev 

□  1  am  interested  in  Fidelity  .\sset  Manager  for  my  IR.\.  ( PUD 
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changes  initiated  by  Shugrue  and  otite. 
A  new  software  system,  ordered  beire 
Shugrue  quit  and  in  place  since  Fi 
ary,  is  helping  Corr  manipulate 
changes  so  that  more  travelers  em 
paying  higher  prices.  Corr  so  far  hai 
slashed  the  fares  that  Continental  h 
ed  last  December,  although  he  has 
offering  special  deals  to  member; 
Continental's  frequent-flier  plan,  as  s 
as  to  American  Express  card  holder  : 
Continental's  rate  of  on-time  fli:  t 
has  also  improved  dramatically,  a  i| 
draw  for  business  travelers.  Last  y  j 
Shugrue  revamped  the  system  of  in 
tive  payments  tc  encourage  pilots  d 
make  up  for  lost  time,  even  at  the 
of  extra  fuel.  As  a  result,  in  March,  ( 
tinental  had  the  third-best  on-time  sc 
ule  among  13  carriers  ranked,  up 
sixth  place  in  February.  Says  Patric 
O'Shea,  ceo  of  Associated  Travel 
work  Inc.  in  Chicago:  "They've  der 


Corr  has  endeared 
himself  to  tJie  most  senio: 

pilots  by  boosting 
their  wages  by  some  40^ 


strated  they  can  handle  business  trav 
Despite  all  the  progress,  it's  much  I 
early  to  credit  Corr  with  another  til 
around.  Continental  hasn't  made  xr\o\ 
two  quarters  in  a  row  since  1986. 
and  other  costs  at  the  carrier,  wf| 
have  increased  11%  each  year  in  the 
two  years,  will  continue  to  pressure 
gins.  And  with  $2.4  billion  in  long-t 
debt,  Continental  shells  out  $300  miljl 
in  interest  annually.  Corr  also  has  to 
careful  thai  by  sticking  to  higher  fa| 
he  does  not  scare  away  too  many  tra| 
ers:  Continental's  traffic  was  off  Yi. 
April  from  the  year  before. 
LIABILITIES.  Perhaps  more  ominous  is  ] 
plight  of  Texas  Air,  which  has  lent 
advanced  $250  million  to  Contineiit 
over  the  past  few  years.  But  Texas  ^ 
which  has  about  $300  million  in  cash  $< 
$874  million  in  debt  and  redeemable  « 
ferred  stock,  faces  potentially  costlyi 
abilities  in  the  Eastern  bankruptcy,  * 
it  can  ill  afford  to  bail  Continental  a 
should  it  founder  in  a  recession. 

Corr's  response  to  these  risks  is 
pie:  When  a  company  has  problems, 
fix  them.  Otherwise,  he  says,  "you  dcj 
survive."  There's  no  doubting  Corr's 
dentials  as  Mr.  Fix-it.  But  even  he  ned 
a  lot  more  time  and  luck  if  he  is  to  md 
permanent  repairs  at  one  of  the  m| 
troubled  airlines  in  the  industry. 

By  Todd  Vogel  in  Hons- 
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THE  C0RP0FI4C 


Jo  one  has  a  stronger  grip  on  the  health  and  fitness  market  than  Bally.B  Ever  since  Americans  began  to  realize  that 
hey  could  take  control  over  their  physical  well-being,  health  and  fitness  have  become  permanent  fixtures  of  the 
merican  way  of  life.B  And  we've  been  there  right  from  the  start.  ■  From  seven  clubs  and  7,000  members  in  1963, 
iaily's  Health  &  Tennis  Corporation  now  helps  almost  3,000,000  members  stay  in  shape  at  over  300  of  America's 
)est-equipped, best-known  clubs-Holiday, VicTanny,  Jack  LaLanne.the  Vertical  Club, Chicago  Health  and  more.B  With 
[ecard  revenues  for  six  consecutive  years-almost  $700,000,000  in  1988-and  an  average  annual  growth  rate  of 
pver  20%,  no  one  else  in  the  industry  is  running  even  a  close  second.  ■  As  lohg  as  America  keeps  pumping  iron, 
3aily  will  keep  pumping  gold.  ■  But  health  and  fitness  centers  are  just  one  part  of  Bally's  strength  in  the  leisure 
3usiness  category.  Which  should  come  as  no  surprise-because  Bally  created  the  leisure  business  category. 
B  Leisure  is  America's  most  exciting  grovAh  industry-$375  billion  in  revenues  last  year,  with  a  growth  rate  almost 


twice  that  of  the  GNP.  And  with  sales  of. 
in  this  diverse  and  growing  industry, 
ieisure  time.  Bally  leads  the  way.  ■  For 
Relations  Department,  8700  W.  Bryn  Mawr, 


almost  $2  billion.  Bally  is  a  significant  leader 
■  Because  wherever  America  spends  its 
more  information,  write  to  Bally  Public 
Chicago,  IL  60631.  Or  call  312-399-1300. 


THE  LEISURE  LEADER 


1989,  Bally,  Manufacturing  Cofporatio6 


This  is  not  the  IBM  I  thought  I  knew!' 


"I  thought  I  was  hearing  things. 

"There's  this  IBM  salesman  telHng  me  I 
need  a  special  piece  of  equipment  that  IBM 
doesn  t  even  make. 

"And  then  he  offers  to  get  it  for  me  anyway, 
and  integrate  it  with  the  stuff  I  aheadv  have. 

"What's  the  story  here.''" 

The  Solution:  i  he  storv  is  that 

IBM  people  are  not  out  just  tt)  sell  hardware  or 
software.  They're  out  to  solve  problems. 

And  they'll  go  out  of  their  way  to  solve  them. 

Whether  you're  big  or  small.  Old  customer 
or  new. 

It's  just  one  more  wav  IBM  is  listening  to 
your  needs,  and  bringing  you  the  best  solutions. 


lhance 


r. 
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MONEY  &  BANKING  I 


EVEN  FOR  A  GO-GO  BANKER,  THERE 
ARE  CERTAIN  NO-NOs 


Regulatory  realities  catch  up  with  CenTrust's  David  Paul  and  his  flamboyant  ways 


Give  David  L.  Paul  credit  for  liis 
persistence  and  ingenuity.  For  in- 
stance, there  was  the  morning  in 
1985  when  the  chairman  and  CEO  of  Mi- 
ami's CenTrust  Savings  Bank  met  with 
Lewis  S.  Ranieri,  then  the  guru  of  mort- 
gage-backed securities  at  Salomon 
Brothers  Inc.  He  learned  that  Ranieri 
planned  to  have  lunch  with  a  tycoon. 
Paul  asked  to  join  them.  Ranieri  de- 
clined. So  Paul  donned  a  wait- 
er's vest  and  slipped  into  their 
private  dining  room  at  Salo- 
mon's headquarters.  He  deliv- 
ered a  Perrier  with  a  twist  of 
lime,  Ranieri's  favorite  drink, 
and  sat  down  at  the  table.  Re- 
calls Ranieri  with  a  laugh: 
"He'd  made  his  point." 

That  mix  of  chutzpah  and 
guile  is  a  Paul  trademark. 
He's  the  go-getter  who  took 
charge  of  a  moribund  Miami- 
based  thrift  in  1983  with  no 
money  down,_  pledging  little 
more  as  a  guarantee  than  his 
then-unfinished  yacht.  Under 
Paul,  CenTrust  has  more  than 
quadrupled  its  assets  to  $10 
billion.  He  has  made  it  the 
biggest  thrift  in  the  Southeast 
and  20th-largest  in  the  nation. 
CAPITAL  CRUNCH.  While  Paul 
is  arguably  CenTrust's  big- 
gest asset,  he  may  also  be  its 
biggest  liability.  He  is  alter- 
nately combative  and  concilia- 
tory toward  regulators,  and 
his  opulent  lifestyle  raises  red 
flags.  Critics  charge  that  the 
thrift  takes  too  many  risks 
with  its  fast-growth  strategy 
and  heavy  reliance  on  mort- 
gage-backed securities,  junk 
bonds,  and,  yes,  even  Old 
Masters.  Regulators  have  or- 
dered Paul  to  liquidate  Cen- 
Trust's .$28  million  art  collec- 
tion— most  of  which  is 
exhibited  in  his  home.  The  col- 
lection includes  a  Rubens  that 
cost  $12  million.  Some  experts 
have  valued  it  at  much  less, 
though  Paul  defends  the  pur- 
chase price. 
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CenTrust — which  lost  $5.4  million  in 
the  Mar.  31  quarter  and  nearly  $20  mil- 
lion in  the  last  nine  months — has  been 
forced  to  change  its  ways  as  a  result  of 
regulatory  directives  and  what  Paul  con- 
cedes is  a  more  conservative  economic 
and  political  climate.  But  clearly  this  is 
no  Texas-sized  thrift  disaster,  and  Flori- 
da and  federal  regulators  are  trying  to 
make  sure  it  doesn't  become  one.  Under 


their  pressure,  the  state-chartered  ti 
is  scaling  down  its  $1  billion  portfoli|jBt 
junk  bonds,  and  over  the  next  two  y 
it  will  establish  a  3%-  loss  reserve.  It 
agreed  to  notify  regulators  before  |e- 
daring  dividends  on  the  common  stik, 
of  which  Paul  owns  51%.  To  incr^ 
outside  influence  on  CenTrust's  ho^ 
Vice-Chairman  Alfred  Teti  is  relinqi|l»- 
ing  his  directorship. 

Still  ahead  for  CenTp: 
and  hundreds  of  other  thite 
is  the  challenge  of  mee  j^ 
tougher  capital  standafe.ij 
pending  in  Congress. 
could  require  a  tangible 
worth  of  3%  of  assets, 
pending  on  how  that  capi' 
measured,  thrift  analysts 
CenTrust  would  be  thinly  tf) 
italized,  or  at  worst,  insolvtt.-v 
Given  its  condition  and  itsi-ii 
age,  raising  new  capital  weld 
be  tough:  The  stock,  at  4p 
down  71%  from  its  1986  h' 
"It's  a  locomotive  headed 
a  brick  wall,"  says  Step] 
Skaggs,  vice-president  of 
shunoff  Information  Servii 
which  follows  thrifts. 

Like  him  or  not,  David  Fol 
is  CenTrust — from  the  idedto 
bathe  CenTrust  Towerir 
lights,  which  created  an  indi-  ^ 
ble  fixture  on  Miami's  skylie, 
to  using  his  initials,  DLP,J£.,!^ 
the  ticker  symbol.  In  keep^g 
with  his  high  profile  in  kai 
society,  Paul  hosted  a  dinsr 
for  60  in  December  that  MS 
prepared  by  six  French  chfe 
flown  to  Miami  for  the  0(a- 
sion  after  he  bid  a  reporad 
$30,000  for  their  services  aljft 
charity  auction.  1 
NO  WIMPS.  Paul,  49,  has  m,te  ^ 
the  papers  in  other  waysl|S,f 
well.  In  addition  to  his  lawe-"' 
gree  from  Columbia  Unived-.' 
ty,  he  has  boasted  of  a  gra^r'^ 
ate  degree  from  Harval. 
Numerous  publications,  J- 
Cluding  BUSINESS  WEEK,  t(4;, 
him  at  face  value.  But  the 
ami  Review,  a  legal  news^^ 


i 


FiN-icr 


j ,  has  since  reported  Paul's  ad- 
I  sion  that  he  never  graduated 
I  -n  Harvard. 

j  'ormer  executives  and  asso- 
es  say  that  he  solicits  advice 
I   doesn't  heed  it  and  that  he 
sn't  delegate  well.  "I  am  a 
)ng  personality,  and  people  like 
:  or  don't  like  me,"  Paul  admits. 
;  he  contends  that  other  Cen- 
1  st  executives  are  outspoken, 
I    "This  institution  is  not  made 
of  wimpy  people." 
;ven  some  of  his  harshest  critics 
cede  that  Paul  took  over  an  ail- 
thrift  without  federal  help 
I  1— so  far — has  kept  it  alive. 
1  ends  and  foes  alike  cite  his  pro- 
i  ious  capacity  for  work,  frenetic 
I  irgy,  and  brilliant  intellect. 
'  e's  a  typical  entrepreneur,"  says 
I  !  regulator.  "I'm  just  not  sure  he 
j  ongs  in  a  regulated  industry." 
'  low  Paul  got  there  was  a  mat- 
I  of  timing,  luck,  and  leverage.  In 
I,  when  he  was  a  developer  in 
inecticut,  he  borrowed  $12  mil- 
1  to  buy  control  of  an  ailing  real 
!  ate  investment  trust,  Westport 
I  rp.  Through  a  friend  who  sat  on 
'  ,h  boards,  he  heard  of  the  plight 
■  Miami's  Dade  Savings  &  Loan 
sn.,  which,  like  many  thrifts, 
'  s  shaken  by  sky-high  interest 
es  and  dubious  real  estate  loans. 

October,  1982,  Paul  applied  for  I  

)  $2.3  billion  asset  thrift,  planning  to 
f  with  Westport  stock  worth  about 
).7  million. 

flegulators  took  more  than  a  year 
•eening  the  offer.  They  reduced  ap- 
lisals  of  some  Westport  properties 
d  questioned  the  health  of  a  Chicago 
(ido  project.  As  a  clincher,  Paul 
idged  $7.2  million  worth  of  assets  of 
wly  formed  David  Paul  Properties  Inc. 

addition  to  some  mortgages  trans- 
Ted  by  Westport,  its  primary  asset 
IS  the  Grand  Cru,  his  94-foot  yacht 
3n  under  construction.  As  part  of  the 
al,  regulators  said  that  the  assets  of 
estport — since  renamed  CenTrust 
ust — had  to  equal  at  least  $32  million 

1989.  If  not,  David  Paul  Properties 
mid  have  to  make  up  the  difference. 
)  problem,  says  Paul,  who  claims  that 
8  net  worth  of  CenTrust  Trust  is  now 
er  $60  million. 

INK  DEBTS.  But  in  late  1983,  one  month 
ter  the  deal  closed,  Westport  revised 
ior  financial  statements  to  boost  the 
5S  on  the  condo  project  from  $600,000 
$4.6  million.  In  1984,  Chemical  Bank 
reclosed  on  the  condo  loan.  Paul  sued 
lemical,  claiming  it  had  sabotaged 
e  project,  which  Chemical  denied, 
lemical  won  the  foreclosure  in  1987. 
lul's  lawsuit  is  still  pending.  Now 
riemical  is  pursuing  Paul's  $5  million 
irsonal  guarantee,  with  the  trial  ex- 


CENTRUST  HAS 
EXPANDED  MIGHTILY... 


■84  '85  '86  '87 
BILLIONS  OF  DOLURS 


..BUT  PROFITABILITY 
HAS  COLLAPSED 


MIIUONS  OF  DOLLARS 

FOR  FIRST  SIX  MONTHS  OF  FISCAL  YEAR  ENDING  SEPT.  30 


DATA:CQni!U$I 


pected  to  begin  shortly  in  Chicago. 

Meanwhile,  in  taking  charge  at  Cen- 
Trust, Paul  sacked  all  but  one  top  execu- 
tive, installed  additional  controls,  and  re- 
vamped computer  systems.  He  also  had 
to  tackle  the  takeover's  albatross:  $526 
million  of  the  accounting  asset  known  as 
"goodwill."  This  asset  must  be  amor- 
tized over  25  years,  confronting  Cen- 
Trust with  an  annual  $21  million  after- 
tax bite  on  net  income. 

Paul's  solution  was  simple:  more  as- 
sets. That  would  reduce  goodwill  as  a 
percentage  of  assets  and  enable  the 
thrift  to  build  capital  through  retained 
earnings  and  public  offerings.  Unable  to 
gather  enough  deposits  from  branch  of- 
fices, CenTrust  bid  aggressively  through 
brokers.  With  help  and  encouragement 
from  Wall  Streeters  such  as  Ranieri, 
CenTrust  plunged  into  exotic  trading 
strategies  involving  mortgage-backed  se- 
curities. The  thrift  became  a  member  of 
Drexel  Burnham  Lambert  Inc.'s  junk- 


As  a  member  of  Drexel' s 
junk-bond  network,  CenTrust 
had  as  much  as  12%  of  its 
assets  in  high-yield  bonds 


bond  network  and  had  as  much  as 
12%  of  its  assets  in  high-yield 
bonds.  That  angered  state  regula- 
tors so  much  that  the  legislature 
passed  a  law  barring  state-char- 
tered thrifts  from  owning  bonds 
that  were  below  investment  grade. 
Paul  took  to  buying  unrated  and 
private  placement  junk  debt. 

Over  the  years,  critics  have 
charged  that  CenTrust' s  profits  re- 
sult from  trading.  It  recognized 
gains  on  profitable  positions  while 
classifying  losers  as  "investments." 
Why  the  semantics?  Outsiders  say 
it's  because  under  accounting  rules 
for  thrifts,  trading  securities  must 
be  marked  to  their  market  value, 
while  investment  securities  needn't 
be.  They  say  if  CenTrust's  mort- 
gage-backed securities  were 
marked  down  to  current  prices,  the 
losses  would  be  staggering.  This 
Paul  admits,  but  he  argues  that  in 
principle  they  should  be  offset  by 
the  higher  value  of  low-rate  older 
deposits. 

"Trading  profits  aside,  CenTrust 
is  losing  money  on  its  core  banking 
business.  Celia  Vlasin,  an  analyst 
with  Johnston  Lemon  &  Co.,  puts 
the  losses  at  a  $72  million  annual 
rate.  Paul  says  they  are  only  half 
that  and  that  analysts  are  ignoring 
fee  income  and  other  revenues. 
GILT  AND  GAZEBO.  "I  don't  think 
we've  ever  gotten  a  fair  shake,"  says 
Paul,  citing  a  litany  of  successes.  New 
loans  were  $1.9  billion  in  the  fiscal  year 
ended  last  Sept.  30,  up  from  $77  million 
in  1983.  Branches  have  grown  to  60  from 
32,  and  the  net  interest  margin  is  up. 

Paul's  compensation  has  been  mod- 
est— $2.4  million  over  five  years.  He  has 
also  collected  $11  million  in  dividends. 
CenTrust  holds  $3  million  in  mortgages 
for  Paul,  who  bought  the  houses  on  both 
sides  of  his  LaGorce  Island  mansion,  lev- 
eling one  for  a  garden  and  gazebo. 

His  taste  for  luxury  and  quality  ex- 
tends to  CenTrust's  offices.  The  $95  mil- 
lion CenTrust  Tower  was  built  under  the 
former  management,  but  Paul's  influ- 
ence in  the  interior  decor  is  unmistak- 
able. CenTrust's  quarters,  which  cost 
$25  million  to  complete,  boast  Taiwanese 
and  Italian  marble  floors  and  walls,  a 
gold-leaf  ceiling  in  the  reception  ante- 
room, and  white  gold  above  a  stairway 
in  the  executive  suite.  Paul  says  the  Old 
Master  paintings  were  intended  to  grace 
the  offices,  but  he  kept  them  at  home 
for  safekeeping  from  humidity  until  con- 
struction was  done.  He  now  concedes 
that  the  art  purchases  were  unwise  and 
wishes  the  fuss  would  die  down.  But 
given  his  penchant  for  attracting  contro- 
versy, something  else  would  be  sure  to 
pop  up  in  its  place. 

By  Gail  DeGeorge  in  Miami 


\NCE 


BUSINESS  WEEK/MAY  22.  1989141 


L 


inance 


iL 


MARKETS  &  INVESTMENTS! 


EUROPE'S  SMART  MONEY 
HEADS  BACK  TO  WALL  STREET 


Investors  see  a  'window  of  opportunity'  to  buy  U.S.  stocks 


on't  tell  Walter  Temperli  that  the 
U.S.  is  headed  for  a  fall.  The 
senior  investment  strategist  at 
Zurich's  Bank  J.  Vontobel  &  Co.,  Tem- 
perli has  turned  unabashedly  bullish  on 
Wall  Street.  For  the  first  time  in  at  least 
two  years,  he  says,  "a  window  of  oppor- 
tunity" to  buy  American  stocks  has  sud- 
denly appeared. 

Temperli  is  not  alone.  Europe's  smart 
money  is  moving  into  Wall  Street  for  the 
first  time  since  the  1987  crash.  In  fact, 
says  Diana  Plants,  senior  executive  with 
London's  Bernstein/ James  Capel,  "for- 
eigners are  more  optimistic  about  the 
U.  S.  than  Americans." 

The  cash  is  flowing  in  across  the 
board.  Conservative  Europeans  are  pil- 
ing into  such  big-name  stocks  as  Boeing, 
Du  Pont,  General  Electric,  and  J.  P.  Mor- 
gan. But  many  are  also  going  for  small- 
er issues.  For  example,  Alan  Kemp,  in- 
vestment manager  at  Edinburgh-based 
Dunedin  Fund  Managers,  likes  Cash 
America  Investments,  a  Southwestern 
pawnshop  chain,  and  Arctic  Alaska  Fish- 
eries (page  100),  a  big  seafood  exporter 
to  Japan.  Temperli  is  buying  PNC  Finan- 
cial, the  Pittsburgh-based  bank  group. 

Why  the  sudden  interest?  The  Europe 
ans  say  they  don't  want  to  miss  the  next 


market  boom,  which  they  see  as  inevita- 
ble. Many  argue  that  the  long-awaited 
U.  S.  slowdown  finally  is  here  and  that 
interest  rates  soon  will  drop.  They  think 
the  slowdown  will  be  gradual,  so  profits 
wouldn't  get  hurt  much.  And  with  the 
dollar  stable  and  inflation  fears  easing  a 
bit,  they  don't  have  many  worries  about 
being  wiped  out  by  another  currency  de- 
valuation. "The  dollar  has  become  re- 
spectable again,"  says  Heinrich  Looser, 


SOME  COMPANIES 
THE  EUROPEANS  LIKE 


Stock 

Recent 
price 

Prke-eamings 
ratio 

AUOA 

621/4 

5.7 

ARCTIC  ALASKA 

8% 

8.7 

BOEING 

75% 

17.9 

CASH  AMERIU 

141/4 

20.9 

DOW  CHEMiUL 

913/4 

6.4 

FLEET/NORSTAR 

281/4 

8.8 

GENUINE  PARTS 

391/4 

16.2 

MARTIN  MARIETTA 

431/2 

6.1 

J.P.  MORGAN 

361/8 

7.4 

WASTE  MANAGEMENT 

46% 

21.7 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  BW 


research  chief  at  Bank  Julius  BaejJ 
and  Temperli  think  the  Dow  Jone'  ] 
dustrials  could  advance  about  10'; 
2,600,  by  summer. 

European  cash  is  also  moving  in 
U.  S.  because  other  markets  look 
West  German  Chancellor  Helmut 
falling  popularity  and  a  sagging 
are  roiling  Frankfurt.  Double-digit 
est  rates  and  a  nagging  trade 
have  London  on  edge.  And  politic! 
ralysis  following  Japanese  Prime 
ter  Noboru  Takeshita's  resignati 
cooling  European  interest  in  Tokyoti 
DELICATE  BALANCE.  In  returning  to  ft 
Street,  many  Europeans  are  focusin": 
companies  headed  for  restructuringij 
lius  Baer's  Looser,  for  instance,  is  v, 
on  Du  Pont's  prospects  under  new 
man  Edgar  S.  Woolard  Jr.  Du  Pont  61 
climb  to  $125  a  share,  from  about  d 
now.  Looser  says,  if  Woolard  ca^. 
through  with  his  plans  to  shake' 
underperforming  divisions.  With  a 
ronmental  concerns  on  the  rise,  L<^ 
also  favors  Waste  Management. 
even  with  cuts  in  defense  spending,  sr 
tobel's  Temperli  likes  Martin  Marie  £ 

Despite  their  newfound  optimismt: 
Europeans  still  fret  over  the  effect 
the  U.  S.  budget  and  trade  deficits. li' 
they  think  that  in  the  short  run,  at  U 
the  U.  S.  economy  is  achieving  a  del':, 
balance,  slowing  just  enough  to  co< 
flation  without  risking  a  severe  sli; 
As  Union  Bank  of  Switzerland  c 
President  Jdrg  Ruprecht  puts  it,  l 
denly,  there  is  blue  in  the  sky."  Whm 
the  blue  turns  to  gold  is  another 
tion.  Right  now,  some  of  Europe's 
viest  investors  think  that  the  U.  S.  ii 
best  bet  around. 

By  Blanca  Riemer  in  /; 


INVESTIGATIONS! 


THE  CFTC  DROPS 
ITS  KID  GIOVES 


But  critics  say  the  commodities 
regulator  could  be  a  lot  tougher 


y  recent  standards,  it  was  a  low- 
key  raid.  On  May  4,  when  the 
Comi  lodity  Futures  Trading 
Commission  .served  subpoenas  at  four 
New  York  commodity  exchanges,  com- 
parisons with  the  FBI's  Chicago  sting 
were  inevitable.  In  January,  traders  say, 
the  feds  came  to  their  homes  at  night, 
trying  i'^  force  them  to  cooperate.  In 
New  York,  CFTC  ofiidals  merely  asked 
the  exchanges  to  call  i^ozens  of  members 
off  the  floor  to  serve  them  subpoenas. 
While  no  one  questions  the  CFTC's  ci- 


vility, the  same  can't  be  said  for  its  tim- 
ing. Critics  say  the  agency,  which  had 
been  under  attack  for  its  laxity  in  polic- 
ing the  trading  pits,  is  playing  politics. 
The  CFTC  is  getting  ready  for  a  grilling 
by  Congress,  starting  with  a  May  17 
reauthorization  hearing.  "The  CFTC  did  a 
nice  curtain-raiser,"  says  a  Capitol  Hill 
staffer.  CFTC  Chairman  Wendy  L. 
Gramm  helped  by  phoning  key  represen- 
tatives to  inform  them  of 
the  agency's  actions. 

UNDERCOVER?  The  CFTC 
wants  information  about  a 
variety  of  alleged  trading  vi- 
olations, with  two  big  trad- 
ers apparently  the  targets: 
Preston  H.  Semel  and  Mark 
B.  Fisher,  head  of  MBF 
Clearing  Corp.  But  the  in- 
vestigation poses  questions 
about  the  agency's  authority 
to  oversee  trading.  The  CFTC 
has  no  direct  jurisdiction 
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THE  CFTC'S  GRAMM:  WAS 
HER  PROBE  TIMED  TO 
PLAY  WELL  ON  THE  HILL? 


over  floor  brokers,  and  traders 
break  the  rules  seem  to  stay  in  busii's 
Sergio  Cardello,  a  partner  of  Seii 
without  admitting  fault,  settled  chaij! 
brought  by  the  New  York  Commciit 
Exchange  in  1985  by  paying  %12% 
and  forfeiting  his  membership, 
worth  about  $70,000.  Yet  Cardello  nlr* 
had  to  stop  trading  on  the  New  In- 
Mercantile  Exchange  and  is  still  a  rtn 
ber.  The  three  traders 
clined  comment. 

Some  want  to  give 
CFTC  more  power.  Repre  r 
tative  Glenn  English 
Okla.)  would  even  let  itjB 
undercover  agents, 
whether  it's  done  covertl 
overtly,  the  arm  of  the 
will  be  reaching  into  the 
for  some  time  to  come. 

By  David  Zigas  in 
York,  with  Tim  Smart 
Washington 


Fll  K 


Pinch  15  Year  Old.  Aged  To  Perfection|| 
Hand  Blended  By  The  Oldest  Distillers  Of  ScotcK 




u 

Finance  ! 

r 

DEAm  AIIT  Aun  TAIiril 

keAvII  uui  anii  luiivn 

TUE  UADI#ET'C  1  ATECT  EAH 

THE  IVIAkKET  S  LATEST  rAD 

tion  of  Securities  Dealers  told  me  noj 
open  any  new  accounts.  I  gave  a  spei 
at  Wharton,  and  afterward,  22  ped 
gave  me  checks.  I  broke  the  rule  J 
took  the  money,"  says  Davis.  UltimJ 
ly,  regulators  closed  the  firm  and  t| 
away  his  broker's  license.  Still  withl 
one  after  18  years,  he  isn't  allowed 
give  customers  one-on-one  advice. 
INSTINCTS.  It's  Davis  on  the  hot  1 
though.  The  fast  talker  sits  at  the  cei 
of  a  cramped  two-room  office,  staring 
a  computer  terminal,  fielding  calls, 
trading  for  himself.  Clean-cut  yoi 
salesmen  are  positioned  around  him, : 
a  wall  chart  shows  the  revenue  t 
each  has  brought  in. 

Davis  relies  on  his  instincts  and  c 
tacts.  And  he  sees  no  conflict  in  buy 
stocks  he  plugs,  as  long  as  he  disclo 
this  on  the  hot  line. 

One  winning  pick  was  SjTitex  Ck)rp 
drug  company  that  Da\is  began  to  j 
mote  three  months  ago.  Curiously,  S 
tex  started  rising  even  though  sev( 
brokerage  firms  advised  investors 
sell.  A  friendly  floor  trader  on  the  ^ 

brokerage  flrm  knowTi  to  represent ; 

eign  buyers  was  accumulating  the  stx 

Davis  speculated  that  a  Swiss  drugm 
 ^ 

1 

i 

V.iTi 

?  re 

3r 

:3 

It's  'dial-a-stock,'  and  a  former  broker  is  paving  the  way 

"Johnson  Controls.  J-C-I.  Xeuberger 
Berman  were  the  buyers  on  Friday.  I 
bought  3,000  shares;  I  should  have 

hntjnhf  jyinr^   T  lik'pH  fhp  tniip  nff^ny) — 7 

UUHUflL    fflUfC.    I    tt/VcLi    t/(t-    ILIL/C    Kli^tlKJH  1 

think  it's  a  deal.  I  think  you  should  be 
long  Johnson  Controls. " 

^■■hat's  a  snippet  of  what  callers  hear 

■  when  they  phone  a  900  hot  line 

■  called  Traders  &  Investors  Alert. 
For  Sl-95  a  minute,  the  "Morning  WTiis- 
per  Update"  delivers  tips  on  at  least  a 
dozen  stocks.  Rapid-fire  and  rich  in  trad- 
er's lingo,  it  beats  dial-a-porn  for  Wall 
Streeters.  No  tedious  talk  here  about 
fundamentals,  just  what's  hot  to  buy  in 
the  next  few  hours — in  hopes  of  turning 
a  fast  profit  in  the  next  few  days. 

Like  other  900  services  from  romance 

to  rap  music,  the  update  evidently  fills  a 
need  for  instant  gratification:  Most  call- 
ers are  Wall  Street  brokers  looking  for 
^sti^cks  tn  neddlp  The  resnonse  suP'P'p^ts 
that  this  may  be  just  one  of  the  first  of 
Wall  Street's  900  numbers.  Launched  in 
December,  the  service  has  no  indepen- 
dently verified  track  record.  But  it  does 
benefit  from  the  heft\-  telemarketing  ef- 
forts of  some  30  employees,  most  of 
whom  drum  up  subscribers  for  an  array 
of  premium  services. 

The  key  man  is  Barry  K.  Davis,  45, 
whose  first  career  in  the  securities  busi- 
ness ended  abruptly  in  1971.  when  his 
small  over-the-counter  brokerage  firm 
had  heavy  losses.  While  the  firm  was 
being  investigated  for  operating  with  in- 
sufficient capital,  "the  National  Associa- 

We keep  telling  people  this  is  mt  a  laser  printer. 


The  new  $995  HP  DeskJet  PLUS  Printer. 


They  look  at  the  crisp, 
black  lettering.  The  clean, 
sharp  graphics.  What  else 
could  it  be  but  a  laser 
printer? 


The  HP  DeskJet  PLUS  per- 
sonal printer,  that's  what. 

We  call  it  a  personal 
printer  because  it  provides 


the  impressive  text  and 
graphics  you  w^ant  to  look 
your  best.  It  does  it  with 
advanced  Inkjet  technol- 
ogy, which  is  wMsper-quiet. 


Documents  creale<l  using  WordPerfect  .5.0  and  Harvard  Graphics. 
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S  (CENTER,  FOREGROUND):  HE  SAYS  HE  OFFERS  BETTER  INFORMATION  THAN  BROKERS'  OWN  FIRMS 


as  planning  to  bid.  So  far,  no  bidder 
materialized — but  the  stock  has  ris- 
rom  38  to  46. 

ivis'  real  feat  has  been  as  a  sales- 
.  He  motivates  his  employees  by 
tiising  that  they  will  soon  share  own- 
ip  in  the  company.  But  the  real 
f  of  his  ability  is  that  his  firm  is 


selling  to  salesmen:  Most  of  his  sub- 
scribers are  brokers.  Davis'  pitch  is  that 
he  delivers  better  information  than  they 
can  get  from  their  own  firms.  Says  Da- 
vis: "We  try  to  give  our  customers  the 
same  chances  as  the  institutions." 

To  get  things  rolling,  Traders  &  Inves- 
tors Alert  cold-calls  brokers  and  offers 


them  a  free  trial  on  the  hot  line. 
The  firm  gets  720  paying  calls  a 
day,  but  the  big  money  comes 
from  the  1,100  subscribers  that 
pay  at  least  $445  a  year  for  an 
access  code  that  gives  them  unlim- 
ited calls.  "Platinum"  subscribers 
pay  $1,450  and  get  a  beeper.  And 
for  $10,000  a  year,  subscribers  will 
get  personal  access  to  Davis — as 
soon  as  he  registers  as  an  invest- 
ment adviser,  which  he  says  is  in 
the  works.  Davis,  who  talks  about 
selling  part  of  his  st^ke  in  the 
firm,  estimates  its  1989  revenues 
at  $3  million. 

Many  investment  newsletters 
offer  hot-line  services,  though  not 
usually  on  a  per-call  basis.  But  a 
handful  of  newsletter  publishers 
have  launched  900  numbers  in  the 
past  month,  including  Harmonic 
Research  in  New  York  and  Stock- 
market  Cycles  in  Los  Angeles. 
More  are  in  the  works.  Talisman 
Communications  Corp.,  a  New  York 
firm,  is  testing  a  900  number  that  will 
offer  market  commentary,  stock  quotes, 
and  celebrity  interviews.  The  scramble  is 
on  for  a  fertile  new  market.  But  the  real 
issue  is  whether  individual  investors  will 
share  in  the  dial-a-stock  profits. 

By  Leah  J.  Nathans  in  Fori  Lee,  N.  J. 


But  they  keep  looking  at  the  evidence. 


What's  more,  it's  twice  as  The  $995  price  is  something  Then  judge  the  HP  DeskJet 

fast  as  the  original  DeskJet  you  can  handle  personally.  PLUS  printer  for  yourself, 

printer.  And,  at  a  trim  So  call  1-800-752-0900,  Ext. 

15  pounds,  sits  easily  on  276J  for  the  name  of  your  WAJM  HEWLETT 

your  desk.  nearest  authorized  HP  dealer.  IL^IJI  PACKARD 
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Most  people 
don't  want  to 
make  a  career 
out  of  looking 
for  a  great 
hotel. 

We  do. 


Intimate  ♦  Elegant  ♦  Exquisite 


Beverly  Hills  CA 
LErmitacie 
Boston  MA 
Boston  Harbor  Hotel 
Cdrmel  CA 
The  Highlands  \nn 
Chicago  IL 
Hotel  1 1  Eas( 
Coconut  Grove  FL 
Mai^fflir  Housf 
Del  Mar  CA 
Tde  \m  at  Dpi  Mar 
Denver  CO 

Flonda  Keys 
Lidlf  Palm  \ilandt 
Cheeca  Lodge 
Houston  TX 
The  Lancaster 
Los  Angeles  CA 
B^l  Age 
Mexico 

Quinta  Real  Cuadalaiara 
Quinta  Real  Zacaieca; 
Minneapolis  MN 
The  W^iitnfy 
Napa  Valley  CA 
Meadowood  Resort 


New  Orleans  1  A 
The  Pontchartram 
Mmson  de  Vide 

New  York  NY 
The  Lowell 

Pans  France 
Hotel  Balzac 

Saint  Louis  MO 
Hold  Majestic 

San  Antonio  TX 
The  Faimount 

San  Diego  CA 
Hortor  Park  Pln.za 

San  Francisco  CA 
The  Huntington 

Savannah  CA 
The  Mulberri)  \nn 

Sedona  AZ 
\ohn  Gardiner  s 
Enchantment 

Vail  Valley  CO 

The  Lodge  at  Cordillera 

Washington  DC 
The  lefferson 

Williamstown  MA 
The  Orchards 


For  a  comprehensive  directory,  send  S3  to 

SMALL  LUXURY  HOTELS  &  RESORTS 
337  S  Robertson  Blvd  ,  Suite  202 
Beverly  Hills.  CA  902!  I 

Reservations:  (800)  345-3457 


L 


■nance 


INVESTMENT  BANKING  I 


DOES  THE  PLANT-CIOSING 
LAW  APPLY  TO  BROKERAGES? 


If  it  does,  the  new  rule  could  cost  Wall  Street  firms  a  bundle 


W! 


GREENFIELD:  "WE  WANT 
TO  TAKE  THIS  LAW  AS 
FAR  AS  IT  WILL  GO" 


'hen  L.  F.  Rothschild  &  Co. 
suddenly  fired  some  200  work- 
ers in  March,  the  move 
seemed  to  make  sense.  After  all,  the 
securities  firm  had  suffered  big  losses 
following  the  1987  crash  and  was  subse- 
quently acquired  by  Franklin  Savings 
Assn.  With  the  layoffs,  the  beleaguered 
brokerage  was  simply  cutting  costs  the 
old-fashioned  way.  But  the  old-fashioned 
way  on  Wall  Street  may 
be  no  more.  Some  for- 
mer Rothschild  employ- 
ees filed  a  class  action 
on  Apr.  21,  alleging 
their  dismissal  violated 
the  new  federal  plant- 
closing  law  because 
they  did  not  receive  the 
required  60  days'  notice. 

The  suit  against 
Rothschild  is  the  first 
legal  test  against  Wall 
Street  of  the  Worker 
Adjustment  &  Retrain- 
ing Notification  Act 
(W.\RN),  which  took  ef- 
fect on  Feb.  4.  But  it 
probably  won't  be  the 
last  time  that  a  broker- 
age will  have  to  grapple 
with  WARN.  According 
to  the  Securities  Indus- 
try Assn.,  as  many  as 
3,000  workers  have 
been  laid  off  on  the 
Street  since  Dec.  4, 
when  some  lawyers  argue  the  law  really 
took  effect,  or  60  days  before  the  Febru- 
ary date.  Potentially,  warn  could  cost 
firms  $15  million  in  back  pay  and  fines 
of  $45  million. 

Philadelphia  attorney  Richard  D. 
Greenfield  says  he  "has  been  contacted 
by"  ex-employees  from  Drexel  Burnham 
Lambert  and  Thomson  McKinnon  Securi- 
ties as  well  as  L.  F.  Rothschild.  "We 
want  to  take  this  law  as  far  as  it  will 
go,"  .says  Greenfield. 
'ADEQUATE  NOTICE.'  A  worried  Wall 
Street  is  already  gearing  up  to  protect 
itself  frotn  lawsuits:  Shearson  Lehman 
Hutton  Inc.  has  distributed  guidelines  on 
the  new  law,  and  a  Merrill  Lynch  &  Co. 
insider  says  his  firm  will  soon  do  the 
same.   He  notes,   "when  we  recently 


closed  a  regional  operating  center  c 
side  of  Detroit,  we  made  sure  to  g 
adequate  notice."  Maurice  H.  Goetz,  k 
outside  Drexel  counsel,  says  Drexel  \ 
"comply"  with  WARN,  "even  at  gr 
cost."  He  adds  that  60  days'  notice 
pose  "very  serious"  morale  problems 
It's  not  the  little  firms  that  will 
hurt  by  WARN.  The  law  only  covers 
vate-sector  employers  with  more  til 


100  workers.  They  must  give  60  dai' 
notice  before  a  "massive  layoff"  i 
"plant-closing"  of  more  than  50  peois 
or  be  liable  for  back  pay  and  benefits  |i 
each  day  notice  was  required — plus  di\ 
penalties  of  up  to  $500  per  worker.  1 
law  applies  to  all  employees.  The  Rep 
schild  suit  even  includes  brokers  Ml 
were  making  $1  million  a  year. 

In  the  long  run,  the  law  may  char! 
the  way  Wall  Street  has  traditionsj 
dealt  with  its  employees.  One  pattA 
has  been  to  overstaff  quickly  during  HI 
markets  and  lay  off  in  slack  periods.  I  t 
now,  Wall  Street  is  looking  over  [a 
shoulder  worrying  just  how  much  its  H 
cent  binge  of  layoffs  will  cost. 

By  Michele  Galen,  with  Jon  FriedmA, 
in  New  York  ^ 
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FIN, 


What  can  you  expect 

from  BellSouth 
beyond  the  South? 


I'WI  BellSouth  Corporalion 


Everything  you*d  expect 
from  a  leading  provider 
of  advanced  voice  and  data 
communications  systems. 

From  its  strong  telecommuni- 
cations roots  in  the  South, 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  across 
the  country  and  in  more  and  more 
places  around  the  world  with 
sophisticated  voice  and  data  com- 
munications systems  and  services. 

BellSouth  can  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth 
offers  products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Domestic  and  international 
marketing  and  support  organiza- 
tions are  already  in  place  and 
BellSouth  responsiveness  to  cus- 
tomers is  a  proven  fact. 

WTien  it  comes  to  voice  and 
data  communications  systems, 
BellSouth  can  provide  the  solutions 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BellSouth  call  1-800-522-2355. 


BELLSOUTH 


Eventbing  vou  expect  from  a  leader." 


I  I  (.  O  M  M  U  N  I  C  AT  1  O  N  S 


INFORMATION  SYSTEMS 


COMPUTERS 


SOFTWARE 


MOBILE  COMMUNICATIONS 


PUBLISHING 


Audi  Announces  ANo-Mon^ 
Completely  Warranted,  Emii 


Once  again,  Audi  takes  an  alternate  route.  By  offering 
an  attractive  alternative  to  long-term  leasing.  The  Audi 
3 -Year Test  Drive. 

Call  1-800-AUDI-3YR. 

Learn  about  the  lease  that's  long  on  rewards  and 
short  on  responsibilities.  Because  there's  no  down 
payment*  No  scheduled  maintenance  costs.  And 
no  worries. 

Instead,  Audi  covers  all  routine  maintenance 
expenses  (including  fluids,  parts  and  labor)  for  the  life 
of  the  lease.  In  addition,  unlike  most  longer  leases. 


Audi's  bumper-to-bumper  coverage  doesn't  run  oi 
before  your  contract  does  — thanks  to  the  fuU-termi.  ^ 
3-year  or  50,000  mile  warranty.  Your  lease  even  inclisr 
24-Hour  Roadside  Assistance.  j  3 

Best  of  all,  our  three-year  rates  compare  favoral  'J 
with  traditional  60-month  term  leases  (or  purchas 
Perhaps  more  than  favorably  when  one  considers  jfie-" 
value  of  the  complete  coverage.  For  instance,  the  ^Id 
80  shown  below  is  a  mere:  t^M 


$398  Per  Month. 

And  since  the  Audi  3 -Year  Test  Drive  is  availal 


ieal 


TheAudiThrec 


Down,  No-Charge  Maintenance, 
fQtly  Affordable,  Short^rm  Lease. 

(  ill  13  Audi  models,  you  need  only  choose  your 
j  )rite  Sedan  or  Wagon.  Choose  your  favorite  color. 
j  i  choose  your  favorite  road.  Then,  get  ready  for  the 
1;  que  exhilaration  of  an  all-wheel  Quattro  drive  or 
i!  anced  front-wheel  drive  luxury  automobile, 
i  As  one  financial  authority  recently  advised:  "If 
buy  a  new  car  as  frequently  as  every  four  years, 
ij .  should  now  consider  leasing."  The  Audi  3 -Year 
'  :  Drive  is  an  exceptional  way  to  start.  Just  see  your 
I  li  dealer.  Or  call  the  number  above.  But  do  it  soon. 
!  ause  while  the  test  drive  lasts  three  years,  the  offer 
mited. 


faTest  Drive 


*Offered  by  VW  Credit,  Inc.  through  participating  dealers  Lease  based  on 
MSRP  including  destination  charge.  Dealer  contributions  to  this  offer  may  affect 
tinal  negotiated  transaction  Thirty-six  month  closed-end  lease  No  down  pay- 
ment, no  purchase  option  First  months  lease  payment  of  $398  plus  refundable 
security  deposit  equal  to  one  month's  payment  required  at  lease  inception.  Tax, 
license,  dealer  prep,,  options  extra;  10^  per  mile  over  50,000  miles  Lessee  is 
responsible  for  excessive  wear  and  use  Total  of  monthly  payments  for  Audi  80 
shown:  $14,328  00 

Ask  your  dealer  for  details  of  Audi's  limited  bumper-to-bumper  warranty 
No-charge  scheduled  maintenance  runs  three  years  or  50,000 
miles,  whichever  comes  first  Roadside  Assistance  is  provided 
by  the  United  States  Auto  Club.  Motoring  Division,  Inc 

Another  Advantage  Of 
The  Alternate  Route. 


iif;w;raLV/nik^ 

BY  GENE  G.  MARCIAL 

HAS  THIS  OUTFIT 
FOUND  'A  MIRACLE 
FOR  OIL  SPILLS'? 


As  a  corporate  matchmaker  who 
finds  buyers  for  companies  on 
the  block  or  divisions  being 
spun  off,  Jerome  Siebert  gets  to  know 
his  clients — and  his  quarry — inside-out. 
Siebert's  research  focuses  mainly  on 
small,  emerging  growth  companies, 
and  his  deals  are  usually  big  winners. 

"The  business  is  like  a  puzzle 
board — you  find  the  best  corporate 
fits,  and  many  times  you  stumble  on 
great  undiscovered  investment  ideas, 
too,"  says  Siebert.  His  current  favor- 
ites: Yankee  Cos.,  which  has  restruc- 
tured to  focus  operations  on  the  envi- 
ronmental-cleanup business,  and  rpm, 
a  maker  of  chemicals  for  waterproof- 
ing and  corrosion  control. 

Siebert,  president  of  merger  broker 
Siebert  Associates,  says  a  giant  oil 
company  operating  on  Alaska's  North 
Slope  is  about  to  sign  a  multimillion- 
dollar  contract  with  Yankee  for  the  use 
of  a  chemical  mixture  called  Formula 
70  that  could  be  a  "miracle  product  for 
oil  spills."  Chairman  and  CEO  Paul 
Montle  says  Formula  70  acts  as  a  neu- 
tralizing agent  that  prevents  oil  from 
adhering  to  sandstones  or  gravel.  And 
Yankee  recently  acquired  another  Sie- 
bert find.  Toxic  Clean  Up  Systems,  a 
tiny  California  maker  of  a  formula  that 
encapsulates  oil,  thereby  solidifying  it. 
'ENORMOUS  POTENTIAL.'  'These  two 
products  will  greatly  boost  our  envi- 
ronmental-cleanup revenues,"  says 
Yankee  President  Francis  John.  The 
company  has  tested  the  chemicals  at  oil 
spills,  he  says,  including  Exxon's  in 
Valdez,  Alaska,  and  they  have  been 
found  effective.  The  chemicals  also 
have  other  commercial  uses,  says  John, 
especially  for  cleaning  carpets. 

Yankee's  stock,  which  is  listed  on  the 
American  Stock  Exchange,  peaked  at  8 
in  1987  but  tumbled  thereafter  because 
of  losses  from  the  company's  banking 
and  oil-and-gas  operations.  It's  out  of 
those  troubled  businesses  now,  but  the 
stock  still  trades  just  below  2. 

Siebert  discovered  rpm  10  years  ago, 
when  its  stock  was  selling  at  $8  a 
share.  After  several  splits,  it  climbed 
as  high  as  18  last  year.  It's  now  at  16, 
and  Siebert  thinks  the  stock  is  still  a 
superb  buy. 

Under  Chairman  Tom  Sullivan,  rpm 
has  compiled  an  impressive  record  of 


SIEBERT: 
PUZZLE . 


'THE  BUSINESS  IS  LIKE  A 

.  TOU  STUMBLE  ON  GREAT  IDEAS' 


41  consecutive  years  of  increased  earn- 
ings and  revenues.  Over  the  past  10 
years,  sales  grew  at  a  compounded  an- 
nual rate  of  16%,  while  net  profit  rose 
at  a  19%  pace.  Analysts  see  another 
record  year  in  1990,  when  earnings  are 
expected  to  rise  to  $1.30  a  share  from 
an  estimated  $1.05  in  1989. 

About  half  of  RPM's  growth  has  been 
through  acquisitions,  six  of  which  were 
Siebert  deals.  But  one  big  investor 
says  that  RPM  itself  may  become  the 
target  of  a  giant  chemical  company. 
"RPM's  growth  record  has  attracted 
some  industry  biggies,"  he  says.  Based 
on  assets,  cash  flow,  and  proven  capac- 
ity to  boost  earnings,  Siebert  feels  the 
stock  is  worth  at  least  25. 


A  BUYOUT  MAY  EASE 
NASHUA'S  BAD  NEWS 


y  almost  all  measures,  the  stock 
.of  Nashua  should  be  falling.  An- 
'alysts  are  down  on  the  compa- 
ny, and  Nashua  itself  forecasts  that 
earnings  in  the  first  half  will  be  below 
1988's  for  the  period.  Plus,  Nashua  is 
laying  off  workers  because  of  weak 
demand  for  its  computer  products  and 
photographic-finishing  services. 

So  why  is  Nashua's  stock,  now  at  37, 
trading  near  its  high?  Takeover  talk,  of 
course.  Nashua  has  been  rumored  as  a 
target  before,  in  1988,  which  caused 
the  stock  to  climb  as  high  as  42.  But 
this  time,  it's  a  sure  bet  that  an  inves- 


tor group  will  soon  make  a  13D  fil 
to  report  a  stake  of  more  than  5%. 

This  group  is  led  by  John  Bern 
Jr.,  a  partner  at  New  York's  Hen- 
age  Capital.  Bendall  is  not  a; 
with  Tigera  Group  in  Belmont,  Ci 
or  Canada's  Kingsbridge  Cap 
which  have  announced  a  comb: 
stake  in  Nashua  of  just  under  5%> 

Bendall,  who  declined  comment, 
known  to  have  active  alliances 
fiuential  raiders  who  are  interest© 
Nashua.  A  source  says  the  Bem 
group  may  make  an  initial  offer 
around  $41  a  share.  Some  analysts 
lieve  Nashua's  breakup  value  to 
much  more,  however. 

One  takeover  pro  figures  it  this  w 
after  deducting  debt  of  $51  million: 
fice  systems  unit,  $330  million;  coa 
products,  $75  million;  computer  pi 
ucts,  $145  million:  and  photo  finishi 
$98  million.  Total:  $648  million,  or  $6 
share  based  on  9.5  million  shares. 


THE  BEST  LI'L  PAPEI71 
STOCK  IN  TEXAS? 


Temple-Inland  has  nothing  to 
with  religion.  It's  a  Texas-ba 
paper  and  forest-products  cor 
ny.  But  unlike  a  host  of  other  pa 
companies — which  have  been  rumo 
to  be  takeover  targets — hardly  a  w 
per  is  heard  about  Temple-Inland.  E' 
so,  some  pros  have  been  snapping 
shares  as  if  it  were  a  buyout  candidi 
Their  explanation:  Temple-Inland,  r 
trading  at  53,  may  be  the  most  unc^- 
valued  paper  stock  on  the  Big  Boai  ^ 
Kazi  Hasan,  director  of  investme  \^ 
at  New  York  securities   firm  J  . 
Lowe,  thinks  that  Temple-Inland  ii 
worth  $100  a  share  based  on  the  bre  •  I 
up  value  of  its  paper,  lumber,  timl  ■; 
land,  and  financial-services  operatic  .t' 
The  company,  which  was  spun  off  'f 
Time  in  late  1983,  has  1.8  million  ac  :.. 
of  timberland  in  Alabama,  Georj  . 
Louisiana,  and  Texas. 

Over  the  past  five  years,  net  incc  E 
has  jumped  315%  and  dividends  h  t 
increased  110%.  But  while  managem  t 
has  done  what  Hasan  calls  a  sup  ; 
job,  Temple-Inland's  stock  has  failec  3 
reflect  the  company's  rapid  growth 

There  is  word  that  some  big  in\  ■ 
tors  in  Texas  who  are  close  to  T.  Bo 
Pickens  Jr.  and  the  Bass  brothers  ? 
looking  at  the  company.  And  Ha  i 
argues  that  a  takeover  of  Temple  • 
land  at  $100  a  share,  or  about  i  I 
billion,  could  easily  be  financed  fi  i 
operating  cash  flow,  estimated  at  $1  i 
share,  or  $389  million. 
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"Creativity  demands  more  than  a  good  idea." 

—John  C.Jay 
Creative  Director,  Bloomingdale's. 


When  Bloomingdale's  wanted 
to  create  a  new  \  ision  ot 
international  style  for  their 
islands  in  the  Stream"  campaign, 
Creative  Director John  C,  jay 
looked  to  the  Color  Laser  Copier. 

"In  Fashion,  sensibilities  are 
shifting  to  a  more  sophisticated 
sense  of  color  inspired  by  impres- 
sionistic paniters  like  Gauguin, 
The  Color  Laser  Copier  allowed 
us  to  capture  this  feeling  and 
enhance  our  idea  further" 

Flexibilit}'  and  control  were 
equally  important. 

•  'Obviously  B  loom  i  ngdale's 
had  a  lot  of  confidence  in  the 
technology  It  allowed  me  to  be 
creative  yet  still  get  reproduction 
true  enough  for  customers  to 
respond  to  the  merchandise." 

Digital  technology  is  the 
reason.  By  converting  the  origi- 
nals to  electronic  signals,  perfect 
reproduction  is  assured,  letting 
you  manipulate  cok)r,  enlarge 
up  to  400%,  and  even  modify 
the  shape  of  your  image  with 
pinpouit  accuracy 

Or,  in  the  words  of  John  C.  Jay: 

it  takes  tlie  right  execution 
and  the  proper  technology  to 
turn  an  idea  into  reality  . .and 
with  the  Color  Laser  (lopier,  your 
creative  dreams  come  true." 


Canon 

COLOR  LASER  COPIER 

Digital  color  makes  the  diference. 


For  more  infumuiion.  call  loll  (m  1-800-OK CANON 
Ot  wme  Onon  U  S  A  ,  Int  .  PO  lV,x  WXI.  Pnjru.  IL  61614 
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TVW)-PROCESSOR  COHRGUHWIOHS   

ONE  PHOCESSOR  COHnOUR/mONS  


Shown  here  are  results  from  test  #/  ofNeal  Nelsorx's  Bi^mess 
Benchmark,  used  primarily  to  simulate  a  "normal"  business 
environment. 


Lifetime  warranty* 


lexas  Instruments  introduces  its  newest 
1500  Computers  for  the  UNIX  Vorld 
Vlulti-user  computers  with  increased 
performance  and  the  industry's  first 
lifetime  parts  warranty 


t'sa  fact.  Again. 

Texas  Instruments  newest  model 
if  its  1500  multi-user  computers  out- 
lerforms  the  competition,  this  time 
omparable  multi-aser  systems  from 
)EC®,  Hewlett-Packard,  NCR  and 
Jnisys.  That's  according  to  a  recent  Neal 
>Jelsons  Business  Benchmark® 

Equipped  with  the  powerful  68030 
nicroprocessor,  these  new  1500  models 
un  software  applications  the  way  they 


System  Performance  Relative  to  Tl 
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1520-2 


NCR 
850 
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5000/95 
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1520-1 


H-P 
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TWO-PROCESSOR  CONRGURXnONS 


ONE-PROCESSOR  CONFIGURXnONS 


The  newest  1500  Computer  outperformed  comparable  systems 
from  DEC®,  Hewlett-Packard,  NCR  ami  Umsys  m  lest  #1  of 
Neal  Nelson's  Business  Benchmark.  The  comparable  IBM® 
model  —  the  AS/400  —  does  not  run  UNIX®  software  and 
therefore  could  not  be  compared.  Measured  were  disk  mput/ 
output  and  calculations  typical  of  "normal"  business 
environments. 


changes.  All  with  the  confidence  of 
knowing  that  your  investment  is  pro- 
tected by  Tl. 

Our  lifetime  warranty  means 
business. 

What  could  make  more  business  sense  to 
a  computer  purchaser  than  TI's  lifetime 
parts  warranty?  This  warranty  is  ex- 
tended directly  to  the  original  end-user 
and  covers  the  1500  Computer  chassis, 
CPU  board,  memory 
and  power  supply  for 
as  long  as  you  own 
the  system.  If  Texas 
Instruments  is  ever 
unable  to  repair  these 
components,  we  will 
repurchase  your  1500 
Computer  in  its  original 
Tl  configuration  at  the 
Tl  list  price  in  effect  at 
the  time  of  purchase. 
All  that  you  pay  is  a  $25 
registration  fee  to  cover 
handling  costs. 

TI's  advanced 
multiprocessor  and 
chassis  technologies 
make  this  warranty  pos- 
sible. For  years,  we've 
offered  you  some  of  the 
most  trouble-free  com- 
puters you  can  buy. 
Now,  we're  offering  you 
that  same  assurance  in 
writing. 


DEC 
6310 


vere  meant  to  run  —  fast.  They  support 
;ven  more  users  while  eliminating  infor- 
nation  bottlenecks.  What's  more,  you 
:an  continue  to  run  your  current  1500 
urograms  with  no  application  software 


Open  architecture. 
Open-ended  growth. 

In  designing  our  1500  Computers  with 
open  architecture,  we've  also  included 
flexible  connectivity  and  add-on 


options.  In  fact,  we'll  even  help  you 
configure  your  1500  Computer. 

At  the  computer's  heart  is  the  Tl 
System  V  operating  system.  Derived 
from  UNIX®  System  V,  Tl  System  V 
gives  you  full  hardware  performance  and 
UNIX  system  compatibility.  Thanks  to 
Tl  engineering,  your  1500  Computer  can 
operate  with  a  combination  of  68020  and 
68030  processors,  each  running  its  own 
copy  of  Tl  System  V.  The  choice  is  yours. 

The  1500  Computer's  flexible  archi- 
tecture provides  you  with  cost-effective, 
incremental  system  growth.  You  can  add 
processors,  terminals  and  peripherals  to 
support  more  than  256  users. 

Texas  Instruments  will  even  give 
you  cash  trade-in  allowances  for  your 
1500  Computer  upgrades.  With  Tl,  your 
initial  investment  remains  protected 
from  day  one. 

Call  Tl  today. 

New  benchmark  performance  backed  up 
by  investment  protection.  For  details, 
call  Tl  and  we'll  send  you  a  copy  of  the 
1500  Computer  Lifetime  Parts  Warranty 
and  literature  on  our  Texas  Instruments 
1500  Computers.  Call  1-800-527-3500. 


Texas 
Instruments 


mi 

D1989TI 

Equipped  with  the  68030  microprocesstir,  the  newest  Texas  Instruments  1500  Computer  {the  1590  model)  features  more  than  twice  the  CPU  performance  (as  measured  by  the  Neal  Nelson's  Business 
Benchmark)  of  the  original  1500  Computer  (the  1580  model)  equipped  with  the  68020  microprocessor 

'I  warrants  the  covered  components  to  he  free  from  defects  in  manufacture  and  workmanship.  Labor  and  transp<irtation  costs  are  not  included.  Certain  conditions  apply.  See  your  Tl  Value  Added  Reseller 
or  details.  DEC  is  a  registered  trademark  of  Digital  Equipment  Qirp«.iration.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT6tT.  Neal 
kelson's  Business  Benchmark  is  a  registered  trademark  of  Neal  Nelson  &i  Associates.  Chicago.  Illinois. 
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SUPERCOMPUTERS! 


THESE  GEE-WHIZ  MACHINES 
ARE  FINDING  AN  AUDIENCE 


More  companies  put  massively  parallel  computers  to  work 


These  are  the  trailblazers.  Research- 
ers at  United  Technologies  Corp. 
have  installed  a  radical  new  super- 
computer that  contains  16,000  separate 
processors  to  design  helicopter  blades 
for  their  Sikorsky  Aircraft  Div.  The  com- 
puter can  sift  quantities  of  data  and 
tackle  complex  aerodynamics  with  the 
speed  of  a  Cray  supercomputer — at 
about  one-fifth  the  cost.  "We'll  be  able 
to  define  optimum  designs  quicker  than 
ever  before — and  cheaply,"  says  Robert 
E.  Olson,  manager  of  aeromechanics  and 
thermal  sciences  at  the  company's  East 
Hartford  (Conn.)  facility. 

Meanwhile,  scientists  at  Perkin-Elmer 
Corp.  are  in  the  midst  of  an  ambitious 
effort  to  teach  these  computers  to  recog- 
nize objects,  especially  for  satellite-spy- 
ing applications.  "This  requires  state-of- 
the-art  engineering  analysis  that  we  can 
do  with  no  other  [kind  of]  machine," 


says  Edward  P.  McMahon,  president  of 
MRJ  Inc.,  a  Perkin-Elmer  subsidiary  in 
Oakton,  Va. 

These  companies  and  dozens  of  others 
are  taking  a  chance  on  a  technology 
called  massively  parallel  supercom- 
puters. Containing  100  to  65,000  small 
processors,  these  machines  can  divide  a 
problem  into  pieces  handled  by  each  pro- 
cessor and  then  attack  the  problem  from 
numerous  angles.  While  massively  paral- 
lel machines  have  been  around  for  five 
years,  they've  been  largely  ignored  be- 
cause their  unique  architecture  makes 
them  hard  to  program. 

That's  changing.  Customers  are  find- 
ing them  flexible  enough  and  fast 
enough  to  tackle  intractable  problems 
such  as  developing  intelligent  comput- 
ers, finding  trends  in  billions  of  minute 
pieces  of  data,  and  rapidly  drawing  3-D 
graphics  from  geographical  and  physical 


A  NEW  KIND  OF 
COMPUTER  TAKES  OFF 


I 


information.  Led  by  market  paceseer' 
Thinking  Machines  and  its  competit's, 
Intel  Scientific  Computers  and  Ac/e 
Memory  Technology,  the  industry  x-  I 
pects  to  increase  its  revenues  by  25  f  ] 
year  by  1993,  to  $180  million,  accor(jig  iX 
to  Dataquest  Inc. 

Massively  parallel  machines  s;.n  C 
what's  known  as  the  von  Neumann  -;■  j 
tleneck.  Most  computers  on  the  maijt  j 
today  are  designed  for  a  central  pro  s-  \ 
sor,  a  concept  developed  in  1946 'y  i 
mathematician  John  von  Neumann,  lis 
processor  receives  data  and  instructiis 
from  the  computer's  main  memory  d 
solves  problems  one  at  a  time.  Srll 
delays  are  frequent  as  the  process 
waits  for  information  to  get  to  it  aeris 
a  congested  electronic  pike. 

In  contrast,  a  massively  parallel  ik- 
chine  has  hundreds  of  open  lanes  lei- 
ing  to  its  processors.  Says  Stepin 
Squires,  a  director  at  the  Defense  1- 
vanced  Research  Projects  Ageiy 
(DARPA),  a  key  supercomputer  back: 
"These  machines  may  eventually  reple 
current  approaches  to  computing." 
BRAINCHILD.  If  they  do,  Thinking  h- 
chines  will  be  a  big  beneficiary.  Foun(d 
in  1983  by  Danny  Hillis,  the  Cambrke 
(Mass.)  company  was  one  of  dozens f 
corporations  and  universities  that  sha  d 
nearly  $600  million  in  DARPA  funds  €•■ 
marked  for  parallel-processing  comp;- 
ers.  TM  used  its  $5  million  from  DAFA 
and  $41  million  in  venture  capital  o 
build  the  Connection  Machine,  Hil;' 
brainchild  when  he  was  a  student  t 
Massachusetts  Institute  of  Technolo;. 
It  has  65,096  processors,  each  a  fractn 
of  the  size  of  the  microprocessors  tit 
power  personal  computers. 

Most  of  the  other  darpa  parallel  pj|- 
ects,  including  Columbia  Universits' 
highly  touted  Non-Von  computer,  h; ' 
failed,  mainly  because  they  couldn't  g'- 
erate  enough  interest  from  the  inve- 
ment  community.  But  Thinking 
chines  has  prospered:  Its  sales  jumfi; 

last  year,  to  $31  million,  and  t?/ 
company  recorded  its  first  modest  prcti 
in  the  fourth  quarter. 

TM  has  succeeded  primarily  by  luri; 
business  customers.  In  the  past  year.t 
has  hired  100  staffers  to  sell  and  suppit 
its  machines.  And  it  recently  signed  }\ 
agreement  for  Digital  Equipment  Coill 
to  market  Connection  Machines.  Mol 
Oil,  Boeing  Aerospace,  and  Perkin-Elm* 
are  among  TM's  customers. 

Still,  some  of  its  recent  sales  came  : 
a  hefty  cost.  When  Dow  Jones  Nei;| 
Retrieval  Service  purchased  two  Conm-  \ 
tion  Machines  last  year  to  develop  an  c-  ■ 
line  service  that  understands  conven- 
tional commands,  six  engineers  we^ 
dispatched  to  Dow  Jones  to  help  setj: 
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INFORMATION  PPOCES; 


Both  come  with 
a  service  guarantee. 

One  wont  set  stuck 


intra 


A  Porsche  911  Carrera  can 
do  0  to  60  in  6.1  seconds.  But  not 
during  rush  hour 

The  Am  Worldwide  Intel- 
ligent Network  can  connect  most 
long  distance  calls  in  under 
6  seconds,  twenty-four  hours  a  da\; 
365  days  a  year.  AT&T  has  a  special 
signaling  system  that  actually 
scouts  ahead  for  clear  message 
paths  before  each  call  is  routed. 
Only  AT&T  gives  you  the  most  reli- 
able service  available,  and  a 
service  guarantee. 

That  means,  no  matter  where 
you  call  from,  you're  assured  of 
AT&T's  low  prices,  uncompromising 
sound  quality  immediate  credit  for 
misdialed  calls,  efficient  operators, 
and  the  ability  to  call  anywhere 
in  the  world. 

When  you're  on  the  road,  \'ou 
want  a  service  guarantee,  so  make 
sure  you  hear  "Thank  you  for  using 
AT&T!'  Then  your  calls  won't  get 
stuck  in  traffic. 

We're  here  to  help.  For  assistance, 
call  1  800  222-0300. 


AT&T 

The  right  choice. 


©1989  AT&T 


Revealed  to  be  health  food.  2010  A.D. 


The  microwave  health  nuts  will  cook  it  in.  2010  A.D. 


In  the  future  you  may  be  surprised  about  what  turns  out  to  be  a  health  (cod. 
But  one  thing  is  for  sure:  The  healthiest  brand  of  microwaves  will  be  Samsung. 


eg  SAMSUNG 

The  future  of  electronics. 


up.  They  stayed  for  nearly  a  year.  "  e 
turned  away  some  other  customers  >- 
cause  we  didn't  have  enough  peopi" 
says  TM  President  Sheryl  Handler. 

Dow  Jones  required  so  much  suppt 
partly  because  the  Connection  Machfi 
runs  the  arcane  programming  languie 
LISP,  which  few  software  writers  are  i- 
ent  in.  "The  language  problem  is 
biggest  barrier  to  the  machine's  acq 
tance,"  concedes  Hillis.  So  Thinking 
chines  is  testing  a  way  to  program  Cj 
nection  Machine  in  the  more  popi^ 
Fortran  language.  To  pry  open  the  o 
mercial  market  even  more,  Hillis  is  dx 
ting  the  Connection  Machine's  $2  mill[ 
price:  On  May  16,  the  company  is  sc 
uled  to  announce  two  smaller  versr 
costing  under  $1  million  that  are  expi 
ed  to  contain  about  8,000  processors. 

In  fact,  TM's  competitors  are  aire: 
selling  under-$500,000  machines  that  i' 
common  programming  languages. 
tive  Memory  Technology  and  Intel  Sci|| 
tific  Computers  are  able  to  produce  » 
costly  supercomputers  by  building  ■ 
manufacturing  economies.  They  n 
fewer  and  more  powerful  process^ 
that,  in  iSC's  case,  are  stock  chips  mi 
by  parent  company  Intel  Corp.  These 
proaches  have  worked,  amt  Internati 
al  Inc.  in  Irvine,  Calif.,  sold  40  supero 
puters  last  year.  And  because  these 
Fortran-based  machines,  1,000  prograj 
have  already  been  written  for  them. 
'CREDIBILITY.'  Perhaps  the  biggest  obi 
cle  for  these  machines  is  the  percepi 
that  they  can't  do  the  everyday  wo 
such  as  data-base  management,  thai 
$5  million  Cray  supercomputer  does, 
that  view  may  be  changing.  Observi 
say  that  Cray  Research  Inc.  and  I 
primarily  through  its  support  of  fori 
Cray  designer  Steven  Chen,  are  build: 
parallel  machines.  That's  good  news 
Thinking  Machines  and  its  rivals,  I- 
cause  IBM  and   Cray  are  apparent' 
working  on  so-called  large-grained  par- 
lei  supercomputers — which  use  justji 
handful  of  processors — and  won't  cq- 
pete  head-to-head  with  massively  pai^- 
lel  machines.  Says  San  Francisco-ba.'ji 
consultant  Jeffrey  Canin:  "The  IBM  al 
Cray  computers  will  add  tremendc5 
credibility  to  the  highly  parallel  marlt 
without  threatening  it." 

The  makers  of  massively  parallel 
percomputers  still  aren't  home  fr. 
Last  summer,  Thinking  Machines  w(t 
to  the  well  for  the  third  time  to  raise  ijj 
million  from  investors  such  as  CBS  I*. 
Chairman  William  S.  Paley.  And  Inil 
just  received  a  $7.6  million  grant  fnjij 
DARPA.  Still,  customers  seem  interests 
now.  So  maybe  everyone  will  stop  ail- 
ing why  an  idea  with  so  much  potentll 
never  quite  took  off.  ; 

By  Laura  Jereski  in  Bosa\ 
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Pushjoir  software 
to  tiie  limit. 


If  you  want  to  get  the  most  out  of  today's  new,  high-powered 
software  applications,  we  have  a  few  words  of  advice: 
Use  a  Microsoft*  Mouse.  mm^^^^^^ 

Microsoft 
Mouse 

&Micnoson:x 
Windows/28H\ 


Tlie  Mkmsoft  Mouse  givesyou  easy 

access  to  all  the  powerful 
features  today 's  software  has  to  offer 


It  boks  innocent  enoueh  here,  hut 

wait  until  you  see  how  the 
Mouse  makes  your  software  scream. 


The  Mouse  can  unleash  your  softwar^and  take  full  advan- 
tage of  the  features  intended  to  make  your  work  easier 

With  the  Mouse  you  can  effortlessly  manipulate  menu-driven 
applications  without  taking  your  eyes  off  your  screen.  You  can 
puJl  douii  menus.  Highlight  text  in  one  fell  swoop.  Copy  cut  and 
paste  formulas  in  spreadsheets  easily  And  move  things  from  here 
to  there  without  any  command-key  mumbo  jumbo. 

Literally  hundreds  of  applications  support  the  Mouse. 
But  as  the  leading  software  developer  for  personal  com- 
puters (and  one  of  the  first  to  bring  a  graphical  inter- 
face to  PC  screens),  we've  gone  a  step  further: 
Microsoft  Windows/286  with  PC  Paintbmsh'  for 
Windows,  Microsoft  Paintbrush  or  EasyCAD"'2 
actually  come  with  the  Mouse  (or  vice  versa) . 
Already  the  Mi  crosoft  Mouse  has  made 
its  way  into  the  hands  of  over  one  million 
personal  computer  users.  And  that 
nuinl^er  is  sure  to  grow  even  faster  After  all, 
graphically  oriented  software  is  the  dri\'ing 
force  behind  improved  productivity. 
But  it's  the  Mcrosoft  Mouse  that  puts  you  in 
the  driver's  seat. 

Microsoft 

Malting  it  all  make  saise' 


©  1988 Microsoft  Corporation  AUrights  reserved  Microsoft  and  the  Microsoft  hgo  are  registered  trademarks  and  the 
Microsoft  Mouse  design  and  Makingit  all  make  sense  are  trademarks  of  Microsoft  Corporation  EasyCAD  is  a 
trademark  of  Evolution  Computing  PC  Paintbrush  is  a  registered  trademark  of ZSoft  Corporation.  For  more  infor- 
mation call  (800). 541 -1261  Customers  in  Canada  call  (416)  673-7638.  outside  North  America,  (206)882-8661. 
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TELECOMMUNICATIONS  I 


A  WEAK  FOREIGN  CHALLENGE? 
NOW  THAT'S  A  SWITCH 


Outsiders  haven't  cracked  the  U.S.  phone-switch  market  yet 


If  you  plunked  down  $250  million  or 
more  on  a  new  venture,  wouldn't  you 
expect  to  make  at  least  something 
back  in  five  years?  In  round  numbers, 
that's  how  much  each  of  four  foreign 
suppliers  of  telecommunications  switch- 
ing equipment  has  spent  to  win  orders 
from  the  seven  Baby  Bells  and  their  22 
local  phone  companies.  But  all  they  have 
to  show  in  return  is  losses.  In 
fact,  the  battle  that  was  sup- 
posed to  increase  competition 
and  spur  innovation  when  the 
Bell  System  was  broken  up  in 
1984  looks  like  a  near-shutout 
by  American  Telephone  &  Tele- 
graph Co.  and  Northern  Tele- 
com Inc.,  the  market  leaders. 

Altogether,  the  new  rivals, 
including  West  Germany's  Sie- 
mens, Japan's  NEC,  and  Swe- 
den's Ericsson,  have  won  just 
under  2%  of  all  U.  S.  orders 
since  1984.  To  put  it  another 
way:  Switches  are  measured  by 
the  number  of  phone  lines  they 
handle,  and  this  year,  AT&T  and 
Northern  Telecom  will  essen- 
tially split  a  Bell  market  of  8.4 
million  lines  (chart)  vs.  500,000 
lines  for  everyone  else.  In  the 
past  five  years,  the  big  two 
have  shipped  32  million  lines  vs. 
600,000  for  newcomers. 

With  numbers  like  that,  it's 
hard  to  see  how  any  foreign 
company  is  going  to  garner  the 
10%  market  share  each  cov- 
ets— especially  when  demand 
for  newer  digital  switches  may 
be  peaking.  NBl/Datapro,  a  re- 
search unit  of  McGraw-Hill 
Inc.,  estimates  that  switch 
prices  have  fallen  57%,  to  $124 
a  line,  in  10  years.  Worse,  new  orders 
will  actually  decline  by  28%  from  1989  to 
1993.  That's  because  the  phone  compa- 
nies will  have  upgraded  their  smaller 
switches  by  then. 

GOOD  CLASSROOM.  Sounds  gloomy.  But 
outsiders  are  determined  to  fight  on.  For 
one  thing,  they  reason  that  the  U.  S., 
which  represents  a  third  of  the  world 
market  for  digital  switches,  can  support 
more  than  two  competitors.  Moreover, 
the  U.  S.  is  a  good  classroom:  Overseas 


phone  companies  are  starting  to  get  in- 
terested in  offering  the  same  special  ser- 
vices that  the  Bell  companies  are  devel- 
oping here,  such  as  call-waiting  and  an 
answering-machine-type  service.  An  up- 
coming offering  will  let  customers  see 
the  number  of  the  phone  from  which  a 
caller  is  dialing.  "None  of  the  [new  ri- 
vals] has  caught  up  to  that  benchmark," 


U.S.  SWITCH  MAKERS  STILL 
DOMINATE  THE  MARKET 


9.4  MILLION  TOTAL  LINES 

SHIPMENTS  OF  DIGITAL  SWITCHES 
TO  THE  BABY  BELLS  IN  1988 


GPT-STROMBERG  3% 
SIEMENS 
ERICSSON 
NEC 

FUJITSU 

'KOr  MUNINGFUl 


DATA;  MBI/DATAPRO 


says  Doug  Lattner,  an  assistant  vice- 
president  at  Ameritech  Services  Co.,  a 
unit  of  the  Midwest  Bell  company, 
Ameritech.  The  lessons  that  Ericsson 
learns  in  adapting  its  switches  for  the 
U.  S.  could  be  applied  to  making  equip- 
ment for,  say,  British  Telecom. 

Beyond  all  this,  five  years  is  a  rela- 
tively short  time  in  which  to  break  the 
grip  of  AT&T  and  Northern  Telecom. 
Ericsson  Chief  Executive  Bjorn  Sved- 
berg  points  out  that  "it  took  us  13  years 


to  break  into  the  British  market."  Iicl 
new  supplier  has  to  adapt  its  equiprin 
to  connect  easily  to  standard  Bell  et 
work  gear.  The  software  that  runs  tn 
tral  office  switches — which  are  arr 
the  most  sophisticated  computers 
earth — must  conform  to  the  thousa 
of  network-management  systems 
run  and  monitor  the  vast  Bell  netwj 
Millions  of  lines  of  software  i 
must  be  written  to  ensure  compaj 
ity — or  phones  in  dense  metropolitan 
eas  such  as  Detroit  could  go  dowiJ 
hours.  What's  more,  the  equipment  n 
be  easy  to  service.  Otherwise,  the 
lions  of  dollars  that  a  carrier  theorem 
ly  would  save  by  switching  to  a  for 
product  will  be  eaten  up  in  trai 
maintenance  people  in  new  proced 
and  stocking  special  replacement  pa 
'FLEXIBILITY.'  Will  the  outsiders 
have  more  luck?  Not  u 
"they  demonstrate  somet 
that's  better  than  the  exis 
embedded  vendors  [offd 
says  Joe  Long,  a  procurer^ 
contracting  manager  at  S(^ 
western  Bell  Telephone  CoJ 
They  are  trying.  Sieni 
which  has  invested  $500  mil 
in  the  U.  S.  since  1984  to  1 
up  revenues  of  $60  million 
year,  has  moved  quickly  to 
up  an  infrastructure  of  s 
ware  engineers  and  disti 
tors.  For  this,  Ameritech 
Bell  Atlantic  have  qualified 
company  as  their  third  supp 
NEC  America  Inc.  will  spen 
least  $250  million  over  the  1 
three  years  to  perfect  its  : 
switch  for  the  U.  S.  mar 
says  Vice-President  Howar 
Gottlieb.  Stromberg-Carl 
Corp.,  a  unit  of  Britain's  ( 
Plessey  (GPT),  is  currently  I 
ing  the  pack  by  marketin 
smaller  central  office  sw 
for  use  in  rural  areas.  And  ' 
do  Profilli,  Nynex  Corp.'s  di 
tor  of  strategic  technoli 
planning,  likes  the  fact  i 
Ericsson's  "modular  soft\^ 
.  .  .  can  be  written  v/ith  g 
flexibility  to  modify  service' 
Such  advantages  may  no' 
though.  NBl/Datapro  ana 
Mclnerney  expects  a  procp 


enough, 
Francis 

glut  by  1993  as  annual  U.  S.  cap^* 
climbs  25%,  to  25  million  lines,  andie 
mand  slackens.  The  Bell  companies » 
slowing  the  replacement  of  their  mefO 
politan-area  exchanges — supposedly  i* 
next  big  procurement  round.  The  ouid 
ers  say  that  will  just  give  them  n;R 
time  to  get  prepared.  And,  most  lil(  j 
to  suffer  years  more  of  heavy  losses  i 
By  John  J.  Keller  in  New 
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The  Fujitsu  Portable  Commander®  ce/- 
lular  telephone.  Fu'iitsu  makes  a  full 
line  of  Commander^eellular  phones. 

Commondcr  is  a  r«gis»*r»d  tradamark  of  fuiitni 
Amariea,  Inc. 


-  ^        ^^^^^  "^^^^^^ 

"  ^^^^^ 


GIANT  KlUER! 


"   V    Conquer  giant  communications  problems 
with  the  pocket-sized  Portable  Commander®  cellular 
telephone  from  Fujitsu.  It  has  all  the  features  of  phones  three 
times  its  size,  and  it's  backed  by  one  of  the  world's  biggest  names  in 
communications  technology:  Fujitsu.  Fujitsu  is  a  global  leader 
known  in  over  a  hundred  countries  for  its  high-tech 
excellence.  Write  Fujitsu  America,  Inc.,  1100  East 
Campbell  Road,  Richardson,  TX  75081. 
^     Or  call  1-214-699-9341. 


The  global  computer  &  communications  company. 


'''T<||Bf<illii)(ij;|ii]i|[|ji^ 


NewMaxmumi 


Obviously,  the  car  eating  up 
the  road  above  is  no  ordinan' 
Subaru.  In  fact,  its  a  car  designed 
to  be  like  no  other  car. 

It's  the  new  Subaru  LegacT.'" 
The  liirgest,  most  powerful  Subaru 
ever  built. 

And  if  you  can  look  beyond 
its  gracefully  sculptured  body 
design,  you'll  find  a  wealtli  of 

€:>  Subaru  of  America ,  Inc.  1989.  *  Suggested  retail  prue. 


engineering  man'cls.  Perhaps  none 
more  impressix  e  than  its  16-\'al\'e 
h(jrizontall\'  opposed  akuninLun 
engine.  An  engine  created  for 
maximum  acceleration  and  power. 
Widi  minimum  \  ibration  and 
noise.  An  engine  so  rare  its  design 
can  onh'  be  found  on  two  other 
cars:  Ferrari  Testarossa  and 
Porsche  911. 

Does  not  include  dealer  preparation,  inland  transportation,  taxes. 


Of  course,  what  good  is  tijii  .  ( 
mendous  power  without  die  atll 
to  properh'  control  it.  Accordir 
the  LegacN'  boasts  such  strong 
suits  as  a  maximum  stabilit\'  sui 
pension  svstem,  electronic  auto 
matic  transmission  for  ma.\imu 
etf iciencs;  and  standard  4-whee 
disc  brakes. 

Furthermore,  you  can  put 

license  and  state  or  title  fees.  Dealer's  actual  price  mi 


:  a  Legacy  with  road 
mg  front  wheel  drive  or 
vorlds  most  advanced 
puterizcd  full  time  four  wheel 
'  SN'stem.  For  die  ultimate  in 
ion  control. 

As  exhilarating  as  die  Legac) 
the  road,  its  equalh'  impres- 
Irom  within.  Fact  is,  the 
ic\'  takes  all  diose  cars  that 


claim  to  be  "space  vehicles"  to 
task.  It  not  only  provides  more 
interior  and  trimk  room  than  ex'cr. 
It  pro\'ides  it  in  a  remarkably  Illxu- 
rious  setting. 

And  starting  at  about 
$12,500,*  die  Legacv  proves  diere 
is  also  strengdi  in  numbers.  Rather 
reasonable  ones  at  that. 

Finall)',  die  Legacy  condiiues 


in  die  Subaru  tradition  of  reliable, 
durable  cars.  Which  means  it's  one 
new  car  that  will  help  you  avoid 
buving  something  else  that  conies  in 
a  new  maximum  strength:  aspirins. 

Subam  Legacy 

From  About  $12^0 


PROMOTERS  I 


ABERCROMBIE:  SO  FAR,  HER  STABLES  OF  FIGHTERS  AND  HORSES  HAVE  BEEN  UNSPECTACULAR 


AN  OIL  HEIRESS  lOOKS 
FOR  PAY  DIRT  AT  THE  TRACK 


Josephine  Abercrombie's  bid  to  bring  horse  racing  to  Texas 


Inside  the  noisy  clubhouse  of  Gulf- 
stream  Park  in  Hallandale,  Fla.,  oil 
heiress  Josephine  Abercrombie  is 
waiting  for  one  of  her  horses  to  run.  But 
with  an  hour  until  race  time,  she  is  at- 
tending to  another  concern.  Her  atten- 
tion is  riveted  on  a  tiny  TV  screen.  "Oh 
wow,  he  got  him  to  the  body,"  she 
squeals  as  a  boxer  she  promotes  pum- 
mels his  opponent.  "Come  on,"  she  bel- 
lows, lifting  her  right  arm  in  a  defiant 
uppercut.  Minutes  later,  though,  her 
fighter  slips.  "I  can't  see,"  she  cries. 

"Wait  Uh-oh."  It's  a  knockout  in  six. 

Abercrombie,  63  years  old  and  worth 
more  than  $100  million,  may  seem  out  of 
place  in  this  back-slapping,  cigar-chomp- 
ing environment.  But  she  couldn't  be 
more  comfortable.  She  has  been  a  horse 
breeder  for  40  years  and  a  boxing  pro- 
moter for  six.  Never  mind  that  neither 
enterprise  earns  much  money,  if  any. 
She  likes  the  competition.  "I  think  I'm 
an  adrenaline  junkie,"  she  confesses. 

But  now,  Abercrombie  is  determined 
to  make  at  least  one  of  her  passions  pay 
off,  too.  Trying  to  cash  in  on  recently 
legalized  horse  tracks  in  the  Baptist  bas- 


tion of  Texas,  Abercrombie  and  a  group 
of  investors  are  planning  a  bid  to  build 
the  first  major  track  in  Houston. 

She  has  put  up  a  good  fight  so  far.  As 
vice-chairman  of  the  Texas  Horse  Rac- 
ing Assn.,  a  lobbying  group,  Abercrom- 
bie trotted  before  editorial  boards  and 
legislators  to  plead  for  legal  wagering. 
"The  doors  opened  wide,"  says  Ricky 
Knox,  the  association's  executive  direc- 
tor. After  a  20-year  fight,  the  Texas  leg- 
islature in  1987  took  the  issue  to  voters, 
who  passed  racing  by  almost  a  10%  mar- 
gin. Abercrombie  is  trying  to  kick  the 
doors  open  even  wider  by  pressing  for 
the  legislature  to  reduce  its  tax  on  rac- 
ing. Her  group  hopes  to  get  a  bill 
through  by  summer's  end.  Once  that 
happens,  they  plan  to  put  up  an  estimat- 
ed $90  million  to  build  a  track. 
ON  THE  BLOCK.  Owning  a  racetrack 
would  be  a  fitting  achievement  for  Aber- 
crombie. The  daughter  of  J.  S.  Aber- 
crombie, a  Texan  who  made  a  fortune  by 
inventing  a  special  valve  for  oil  wells, 
she  began  riding  horses  before  age  six, 
and  by  27  had  won  a  dozen  ribbons  in 
the  National  Horse  Show.  After  study- 


ing racing  on  Long  Island  in  her 
20s,  she  began  training  racehorses] 
Ascot  Park  in  Akron,  Ohio.  Over 
years,  Abercrombie  married  and 
vorced  five   husbands,   including  B 
Kentucky  horsemen  and  an  Argenj 
architect.  She  has  been  single  since  1 

For  25  years,  Abercrombie  has 
been  a  director  and  8%  shareholdeij 
the  company  her  father  founded,  Carj 
on  Iron  Works.  Her  two  sons  rece 
decided  to  sell  their  own  40%-  stake, 
on  Apr.  5  Cameron  management  put] 
entire  company  on  the  block. 

Abercrombie  spends  most  of  her 
these  days  at  her  new,  750-acre  ho 
breeding  facility  in  Lexington, 
Throughout  her  career,  her  Pin 
Farm  has  bred  146  racehorses.  But 
many  have  crossed  the  finish  line  f 
According  to  Bloodstock  Research  In 
mation  Services,  horses  bred  by  A 
crombie  have  generated  only  $2.5  mil 
in  winnings  since  1950.  By  comparii 
in  1987  alone,  the  latest  year  for  wl 
figures  are  available,  Dallas'  Ne' 
Bunker  Hunt  pulled  in  more  than  $5 
lion  on  horses  he  bred.  Not  one  to 
up,  Abercrombie  has  hired  a  new  d^ 
tor  of  operations  to  help  her  cull 
stable  of  80  horses  for  only  the 
stock.  "You'll  have  to  win  or  you'll  hi 
to  sell,"  says  Abercrombie. 
NO  HEAVYWEIGHTS.  Her  boxing  busir?; 
might  benefit  from  that  attitude. 
she  founded  the  Houston  Boxing  Ai 
in  1983,  her  goal  was  to  create  a  grn 
of  top-notch  fighters  and  sponsor  1m  it 
in  Houston,  Las  Vegas,  and  Athiii 
City.  But  none  of  her  15  fighters  i; 
become  a  star.  Some  boxing  manaj.!?!: 
think  Abercrombie  doesn't  know  eno". 
about  the  business  to  be  a  success,  [  j 

No  one  could  say  she  doesn't  « 
about  her  boxers,  though.  When  pi* 
fighter  Frank  Tate  lost  a  title  boup 
Las  Vegas  last  year,  recalls  boxing  So 
moter  Robert  Arum,  she  broke  dowijir 
tears  and  then  refused  to  attend  a  [il- 
fight  gathering.  Abercrombie  denies  ly- 
ing but  doesn't  dispute  that  she's  difr 
ent  from  most  promoters;  She  gives  a 
boxers  periodic  CAT  scans,  puts  moiy 
aside  for  their  retirement,  and  instrife 
them  how  to  act  at  the  society  functiiis 
she  drags  thern  to.  "My  friends  all  tilt 
I'm  nutty,"  she  says.  j 

No  one  thinks  she's  nutty  for  trj^ 
to  build  a  racetrack,  though.  If 
group  manages  to  come  in  with  a  bejj 
bid  than  the  two  that  have  already 
submitted,  she  stands  to  make  millil* 
from  leases,  concessions,  and  waglsj 
Perhaps  more  important,  it  would  be| 
ideal  place  for  Abercrombie  to  get 
adrenaline  fix. 

By  Todd  Vogel  in  Hoiul 
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1  a  world  of  absolutes,  Denaka  excels. 


Denaka*  Vodka  40%  and  50,5%  Ale  by  Vol  (80and101Ptoof|  Imported  by  Denaka  Import  Company  Lake  Success.  N  Y  ©1989. 


Histoiy  is  fiill 
of  giants  who 
couldn't  adapL 


In  the  history  of  telecommunications 
AT&T  has  iong  been  the  giant.  But  recently  the 
environment  has  changed.  As  a  result  of  today  s 
open  marketplace,  for  the  first  time,  the  giant  is 
facing  real  competition. 

We're  ITI,  and  we're  among  the  fastest 
growing  companies  in  the  telecommunications 
industry.  In  the  past,  when  only  one  company 
could  provide  long  distance  operator  services, 
you  received  whatever  they  chose  to  provide. 

Now,  ITI  offers  you  a  whole  new  world  of 
innovative  operator  services,  while  the  giant 
continues  to  lumber  along. 

Unlike  the  giant,  we  can  respond  to  your 
special  needs  quickly  and  efficiently.  That 
means  when  you  need  multilingual  operators, 
we  have  them  now.  When  you  need  message 
forwarding,  we  offer  it  now.  We  listen.  And  we 
are  committed  to  keep  listening. 

So  whenever  you  choose  an  operator 
services  company  remember:  size  isn't 
everything.  In  the  end,  it's  the  smarter,  quicker 
guy  that  prevails.  That's  how  evolution  works. 


INTERNATIONAL  TELECHARGE,  INC 


Iports  Business 


ANOTHER  WINNER  FOR 
THE  BUSH  FAMILY? 


George  Jr.'s  Texas  Rangers  are  playing  well  and  filling  seats 


George  W.  Bush  has  long  toiled  in 
the  shadow  of  his  more  famous 
father.  The  42-year-old  son  of  the 
President  followed  Dad's  example  by  go- 
ing to  prep  school,  then  to  Yale,  then 
into  the  armed  forces.  George  the  Youn- 
ger, as  he's  nicknamed,  continued  that 
cycle  when  he  went  into  the  oil  business. 
There's  even  a  rumor  Bush  will  run  for 
office  next  year. 

These  days,  though,  young  George 
hardly  has  time  for  politics.  On  Apr.  18, 
he  and  15  other  in- 
vestors, including 
former  Bass  broth- 
ers investment  man- 
ager Richard  E. 
Rainwater,  bought 
the  Texas  Rangers 
for  $46  million. 
Since  then.  Bush 
has  been  busy 
learning  profession- 
al baseball.  So  far, 
it's  a  delight.  Five 
weeks  into  the  sea- 
son, the  team  that 
was  the  perennial 
patsy  of  the  Ameri- 
can League  was 
looking  like  a  win- 
ner at  last.  The  new 
owners,  with  Bush 
as  managing  part- 
ner, are  benefiting 
from  off-season 


Many  corporate  biggies  in  the  Dallas- 
Fort  Worth  area  today  very  much  want 
to  buy  season  boxes,  but  such  seats  are 
heavily  oversubscribed.  "We  just  don't 
have  the  product,"  admits  Bush. 

Now,  the  Rangers  need  those  seats 
more  than  ever.  Last  year,  the  team  fin- 
ished 33 '72  games  out  of  first  place  and 
drew  just  1.6  million  fans,  fourth-worst 
in  the  league.  But  because  salaries  were 
so  low,  the  team  earned  about  $3  million 
on  revenues  of  $30  million.  The  team's 


ROOTING  FOR  THE  HOME  TEAM:  BUSH  (CENTER)  WANTS  TO  BUILD  A  BIGGER,  DOMED  STADIUM 


deals  engineered  by  General  Manager 
Tom  Grieve,  whose  catches  include  su- 
perstar pitcher  Nolan  Ryan,  still  in  top 
form  at  42  and  arguably  among  the 
greatest  pitchers  in  baseball  history. 
AGING  BANDBOX.  The  owners  have  a  ma- 
jor-league problem,  however,  and  it's 
called  Arlington  Stadium.  The  43,508- 
seat  facility  originally  was  built  as  a  mi- 
nor-league ballpark.  When  the  second 
Washington  Senators  franchise  moved 
to  Arlington,  Tex.,  to  become  the  Rang- 
ers in  1972,  the  fastest  and  cheapest  way 
to  expand  the  seating  capacity  suitable 
for  a  big-league  team  was  to  build 
bleachers — lots  of  them.  Today,  nearly 
half  the  total  seats  are  in  the  outfield, 
commanding  a  ticket  price  of  just  $4. 
There  are  only  8,000  prime,  $10  seats. 


new,  high-priced  talent  this  season  will 
help  push  the  payroll  up  40%,  to  $10.5 
million.  And  the  team  also  must  make 
payments  on  one  of  the  biggest  debt 
loads  in  baseball — $25  million,  much  of  it 
run  up  buying  Arlington  Stadium.  Just 
to  break  even,  the  Rangers  v/ill  have  to 
draw  nearly  2  million  fans,  the  equiva- 
lent of  filling  the  park  to  507(  of  capacity 
for  every  single  home  game. 

Over  the  short  term.  Bush  plans  to 
use  his  Washington  connections  to  help 
reach  that  goal.  On  May  4,  First  Lady 
Barbara  Bush,  wearing  a  Ranger  warm- 
up  jacket,  threw  out  the  first  ball  at  a 
Rangers  game  against  the  visiting  New 
York  Yankees.  She  also  presented  a  pup- 
py named  Rangerette  to  her  son.  "I'll  be 
good  for  getting  publicity,"  says  George. 


"What  other  owner  can  call  on  the  Fst 
Lady  to  throw  out  a  ball?" 

The  long-range  solution,  however,  a 
new  stadium.  "The  present  stadium  ,a 
big  handicap,"  says  previous  owner 
die  Chiles.  Rangers  President 
Stone  figures  the  team  could  have 
creased  revenues  by  $3  million  last 
if  it  had  had  more  premium  seats  to 
Bush  is  already  thinking  about  new 
dium  sites.  He  hopes  to  sell  the  old  fi 
ty  and  its  125-acre  parking  lot  to  a  d 
oper  for  $40  million.  That  could 
finance  a  new  domed  stadium  in  do|j- 
town  Dallas. 

SOLID  FARM  SYSTEM.  A  winning  se%i 
would  help  build  the  fan  interest  ta: 
would  make  a  new  stadium  profitai; 
but  winning  could  prove  to  be  a  doui- 
edged  sword:  It  would  guarantee  higj 
player  costs  next  year.  After  their  ch! 
pionship  season  last  year,  the  Oakl;  ' 
A's  player  costs  jumped  30%,  to  $15  i' 
lion.  Bush  hopes  to  avoid  this  prob 
by  bringing  play 
up  from  the  Ra 
ers'  talent-rich  tV 
system. 

If  the  Rang> 
continue  their  \i 
ning  ways,  the  ; 
citement  could  1; 
Bush  achieve  ; 
more  personal  g'. 
political  office.  - 
appetite  whetted  y 
18  months  on  < 
campaign  trail  t 
his  father,  Geo  •: 
the  Younger  ■ 
weighing  a  run  it 
governor  of  Te>s. 
He  says  the  me  a 
attention  he's  ^- 
ting  as  managte 
partner  will  hn 
him  "overcome  |e 
image  problerj" 
meaning  most  Texans  know  little  abft 
him.  But  fellow  Republicans  aren'tjo 
sure.  Says  GOP  State  Chairman  Frecr- 
ick  R.  Meyer:  "If  the  Rangers  do  wl 
the  favorable  aura  will  rub  off.  Bulif 
they  stumble,  so  will  his  fortunes." 

For  now,  Bush  has  to  concentrate  n 
filling  the  Rangers'  coffers.  Even  5- 
suming  that  fans  continue  to  show  u[n 
record  numbers,  as  they  have  earlyn 
the  season,  he  must  find  a  way  to 
crease  the  proceeds  in  the  old  stadilli 
while  keeping  a  lid  on  player  co'X 
Quite  a  job  for  a  small-tim.e  oilman  frti 
dusty  Midland,  Tex.  Perhaps  that's  wjy 
the  First  Lady  offered  her  son  soje 
motherly  advice  recently:  Forget  politS, 
and  concentrate  on  baseball  for  a  whs. 
By  Kevin  Kelly  in  Arlington,  ip- 


-r 
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service 

cards  enable  you  to  review  the  material  that 
the  companies  have  provided,  and  then 
choose  which  annual  reports  you  wish  to 
receive.  Circle  the  correspondins  numbers 
on  the  postase-paid  reply  card  in  this 
Directory  and  mail.  Your  requests  will  be 
forwarded  to  the  companies  you  selected, 
and  you  will  receive  their  annual  reports,  free 
ofcharse. 


1988 
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AMP  incorporated 


15%  growth  rate  for  over  30  years.  9%  of 
sales  spent  on  RD&E.  Good  growth 
expected  in  1989.   


Steady  Growth  -  Through  new  products  and  markets,  sales  were  up 
all  but  4  of  47  years  with  80%  of  sales  electronics-oriented  and  80% 
of  sales  were  products  applied  by  AMP  tools  &  machines.  Brodd 
Diversificdtion  -  It  is  the  leading  producer  of  electrical/electronic 
connection  devices  and  services  virtually  every  manufacturer  of 
electncal  &  electronic  equipment  (over  50,000)  and  tens  of  thou- 
sands of  customers  who  install  this  equipment.  Subsidiaries  in  26 
countries  Strong  worldwide  capabilities.  Debt-to-equity  15%. 
(NYSEAMP). 


American  Express  Company 


American  Express  is  a  world  leader  in 
charge  cards,  Travelers  Cheques  and 
travel  services.  It  also  provides  financial 
planning,  private  banking,  securities 
brokerage,  asset  management,  invest- 
ment banking  and  data-based  services. 

Earnings  for  1988  topped  $1  billion  on 
record  revenues,  reflecting  continued 
growth  in  the  Company's  innovative, 
customer-focused  products  and 
services. 


American  Brands,  Inc. 


Ameritech 


American  Brands,  Inc.  is  a  worldwl 
holding  company  with  three  core  bij 
nesses  —  tobacco  products,  life  in! 
ance  and  distilled  spirits,  and  emerg 
core  businesses  in  office  products  - 
hardware  and  home  improvemij 
products.  Specialty  businesses  inclJ 
golf  and  leisure  products  and  opti 
goods  and  services.  In  1988,  revenj 
from  continuing  operations  were 
billion  up  19%,  and  net  income  equal 
$5.84  per  share,  up  27%  -  both  recorf 


Ameritech  is  one  of  the  nation's  fc 
most  information  corporations.  T| 
Amieritech  Bell  companies  serve  12  i 
lion  customers  in  Illinois,  Indiana,  Mic 
gan,  Ohio,  and  Wisconsin.  Tl 
Ameritech  Enterprise  Group  provic 
products  and  services  in  cellular  co- 
munications,  paging,  lease  financil| 
director/  publishing,  voice  messagil 
and  audiotex.  In  1988,  Ameritech's  ea| 
ings  rose  4.1%  to  $1.24  billion. 


BFCE 


BSN  Group 


BFCE  stands  among  the  mam  French 
banks  in  providing  to  internationally 
onented  firms  a  full  range  of  financial 
facilities  and  services,  ranging  from  cor- 
porate lending  or  trade  financing  to 
treasury  products  and  equity  financing. 
Through  its  presence  in  the  world's 
largest  money  centers,  BFCE  is  an  active 
participant  in  currency  or  interest  rate 
hedging  as  well  as  in  all  other  treasun/ 
activities.  In  1988,  its  balance  sheet 
reached  US  $43  billion. 


Baldor  Electric  Company 


7 


Report  highlights  important  competitive 
advantages  which  include  a  broad  line 
of  top  quality  energy-efficient  industrial 
electric  motors.  Baldor  stays  "closer  to 
the  customer"  by  providing  information 
which  "is  the  best  in  the  industry." 

1988  sales  and  profits  were  up  im- 
pressively and  the  financial  condition  is 
very  strong. 


With  sales  volume  of  FF  42.2  billion,  BSN  is  the  leading  French  agl 
food  group.  In  1988,  BSN's  consolidated  net  income  was  FF  2.lj 
billion,  41%  above  the  figure  of  1987  and  almost  three  times  that| 
1984. 

Thanks  to  growing  internationalization,  BSN  has  reinforced 
position  on  global  markets:  major  worldwide  dairy  products  ai 
mineral  water  producer,  main  European  brewer  and  pasta  produd 
number  three  world  position  for  biscuits  and  champagne,  leadif 
European  bottle  producer 

The  Group  has  well  recognized  brand  names  such  as  Gervd 
Danone,  Kronenbourg,  Panzani,  Liebig,  Amora,  H?,  Lea  &  Perrins,  r 
Mother's,  Salerno,  Evian,  Badoit,  Saratoga,  Pommery  Lans^ 


Scharffenberger,  etc. 


Bell  Atlantic  Corporation 


Bell  Atlantic  is  a  leading  provider 
phone  systems  for  both  voice  and  da 
applications,  cellular  communicatior 
computer  maintenance  sen/ice  ar 
equipment  leasing  and  financing.  It  1 
the  31st  largest  corporation  in  the  Unitel 
States.  In  1988,  Bell  Atlantic  generated 
$11  billion  in  revenues  and  $3.5  billion  I 
cash  flow  for  operations  and  inves 
ments.  Earnings  for  1988  were  $1.8  b. 
ion  on  an  asset  base  of  $25  billion. 
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rush  Wellman  Inc. 


CSX  Corporation 


10 


Brush  Wellman  Inc.  is  a  leader  in  beryl- 
lium technology  and  a  worldwide  sup- 
plier of  high  reliability  engineered  mate- 
rials. We  are  a  fully  integrated  producer 
and  supplier  of  ben/llium,  ber/llium 
alloys  and  ben/I  I  la  ceramic.  We  also 
supply  specialty  metal  systems  and 
precious  metal  products. 

Brush  Wellman  engineered  materials 
have  many  applications  in  aerospace, 
defense,  computer,  electronic  and  tele- 
communication markets. 

A  strong  commitment  to  research  and 
development,  modern  processing  facil- 
ities and  a  worldwide  distribution  net- 
work support  the  Company's  product 
lines. 


anadian  National 


11 


Headquartered  in  Montreal.  Canadian 
National  is  a  commercial  Crown  corpo- 
ration providing  quality  rail-based  trans- 
portation services  for  business  and  in- 
dustnal  customers  in  Canada  and  the 
USA.  With  annual  revenues  of  Cdn  $4.7 
billion  and  44,000  employees,  CN  is  also 
active  in  real  estate  management  and 
development,  oil  and  gas  resources, 
and  consulting. 


CSX  Corporation,  with  assets  of  $13 
billion  and  1988  revenue  of  $7.6  billion, 
IS  an  international  transportation  com- 
pany which  offers  rail,  container  ship- 
ping, barging  and  trucking  services,  and 
has  interests  in  real  estate,  resorts  and 
technology 


Cap  Gemini  Sogeti 


12 


Cap  Gemini  Sogeti,  an  independent  and 
public  group  with  more  than  12,000 
employees,  is  one  of  the  leading  DP 
service  companies  in  the  world  and  the 
largest  in  Europe.  In  1988,  Cap  Gemini 
Sogeti  realized  consolidated  revenues 
of  FF  5.8  billion  ( +  43.6%),  distributed 
among  the  U.S.  (CGA)  and  Europe.  Net 
profitability  after  taxes  reached  FF  402 
million  (  +  43.6%),  which  represents 
6,9%  of  revenue.  The  company  is  regis- 
tered on  the  Monthly  Settlement  Market 
of  the  Pans  Stock  Exchange  and  its 
leadership  is  acknowledged  in  all  ad- 
vanced software  technologies. 


entel  Corporation 


13 


CENTEL 


Centel  Corporation  provides  telecom- 
munications services  throughout  the 
country  The  company  has  expanded 
from  a  telephone  operating  base  to 
become  a  leader  in  the  rapidly  expand- 
ing cellular  communications  field 
Centel  Cellular  serves  40  U.S.  markets 
and  is  a  limited  partner  in  New  York  City 
and  other  major  metropolitan  areas. 
Stock  trading  symbol;  CNT 


■  ere  people  connect  - 


omdisco.  Inc. 


15 


Comdisco  IS  engaged  primarily  in  buy- 
ing, selling  and  leasing  new  and  used 
IBM  computer  equipment  and  arranging 
related  financings.  It  also  arranges  leases 
for  communication  and  other  high- 
technology  equipment.  The  Company 
through  its  wholly-owned  subsidiaries, 
provides  disaster  recovery  services  for 
computer  users,  and  invests  in  oil  and 
gas  properties. 


Coach  Investments,  Inc. 


14 


Coach  Investments,  Inc.,  a  New  York  City 
firm,  IS  the  only  public  company  in  the 
world  which  deals  exclusively  in 
postage  stamps.  Besides  marketing  and 
owning  one  of  the  largest  and  under- 
valued stamp  inventories  in  the  world, 
their  parent  company.  International 
Stamp  Exchange  Corporation,  runs  a 
multi-million  dollar  stamp  exchange 
similar  to  that  of  the  stock  market.  In  a 
recent  acquisition  they  purchased  two 
million  shares  of  a  company  whose 
stock  IS  currently  traded  at  $6  per  share, 
or  $12  million  dollars.  Many  other  poten- 
tially lucrative  business  ventures  are 
planned  for  the  coming  year 


Cyprus  Minerals  Company 


16 


Cyprus  Minerals  Company  (NYSE:CYM, 
CYMpr)  IS  a  major  producer  of  copper, 
molybdenum,  specialty  molybdenum 
products,  lithium,  coal,  talc,  barite  and  a 
growing  producer  of  gold  and  silver 

Cyprus  earned  $170  million  or  $6.31  a 
share  in  1988  on  revenues  of  $1.3  billion. 
Assets  totaled  $1.6  billion,  net  worth 
was  $1.2  billion  and  book  value  per 
share  was  $38.43.  Cyprus  employs  more 
than  7,300  people  worldwide. 
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Ericsson 


17 


GM  Hughes  Electronics 


11 


Ericsson  is  a  world  leader  in  telecom- 
munications, based  on  advanced  tech- 
nology, network  competence,  internaT 
tional  experience  and  customer 
orientation.  Ericsson  is  also  a  leading 
supplier  of  electronic  defense  systems. 

The  company  has  slightly  more  than 
65,000  employees  and  operations  in  80 
countries.  Sales  in  1988  amounted  to 
SEK  31,297  million  (32,400  in  1987).  The 
decline  is  due  to  substantial  divest- 
ments during  the  year  Order  bookings 
jse  to  SEK  35,633  million  (33,405). 

Consolidated  operating  income  be- 
fore appropriations  and  taxes  amounted 
to  SEK  1,840  million  (1,108) 


GM  HUGHES 
ELECTRONICS 
1988  ANNUAL 
REPORT 


GM  Hughes  Electronics  (GMHE)  isl 
world  leader  in  advanced  automotil 
defense  and  space  electronics  throLl 
its  Deico  Electronics  Corporation  a) 
Hughes  Aircraft  Company  subsidiaries.! 

Record  earnings,  revenues  and  prcl 
margin  were  achieved  for  the  thf 
consecutive  year  in  1988.  GMHE  eaj 
ings  increased  20%  to  $802  million f 
1988,  and  revenues  grew  to  $11.2  billia 
The  1988  profit  margin  rose  to  7.1%  frq 
6.4%  in  1987. 

Quarterly  dividends  have  been 
creased  140%  since  GMHE's  initial  p| 
out  in  1986. 


Georgia-Pacific 


19 


GeorgiaF^ific 


Georgia-Pacific  Corporation,  one  of  the 
world's  largest  paper  and  building 
products  companies,  posted  another 
record  year  in  1988.  G-P  generated  $865 
million  in  cash  and  invested  $1.6  billion 
in  capital  projects,  acquisitions  and  an 
aggressive  stock  repurchase  program  A 
key  factor  in  Georgia-Pacific's  perfor- 
mance has  been  the  growth  of  the  pulp 
and  paper  business  which,  for  the  first 
time,  outearned  building  products  for 
the  year 


Golden  Triangle  Royalty  &  Oil^  Inc- 


nOYJ»(  IT  &  OS.,  titc 


I98S  AHNUAL  REPORT 


Combined  potentials  exceeding  19,C 
barrels  of  oil  per  day  were  discover] 
on  ATP  299P  in  Queensland,  Austra 
just  one  of  19  concessions  cover! 
more  than  74,000,000  gross  acres  una 
which  GTRO  holds  overriding  royq 
interests.  Purchased  interests  in  90 
producing  properties  in  1988.  GTRO  I 
no  debt  and  uses  conservative  roy^ 
approach  to  the  oil  and  gas  busine 
(NASDAQ:GTRO) 


Hailey  Energy  Corporation 


21 


JWP  Inc. 


HECC  oil  and  gas  concession  and  lease 
holdings  increased  from  5,228  acres  in 
1985  to  17,148,000  acres  in  1989.  Half  the 
acreage  adjoins  Australia's  block  with 
the  largest  onshore  production  along  a 
200  mile  joint  boundar/  HECC  also 
operates  wells  and  owns  a  gas  pipeline 
to  the  U.S. 

Telephone:  (915)  676-8529. 


23 


JWP  IS  the  premier  technical  services 
company  in  the  U.S.,  specializing  in 
high-technology  systems  and  services. 

In  the  year  ending  December  31, 1988, 
revenues  increased  by  45%  to  $925 
million  and  earnings  increased  by  25% 
to  $27.8  million,  representing  the  Com- 
pany's eighth  consecutive  year  of  record 
results. 


Ivaco  Inc. 


2!  % 


Ivaco  IS  one  of  North  America's  large 
steel  producers  with  annual  steeimakii 
and  rolling  capacity  in  excess  of  tv 
million  tons.  It  is  a  major  manufacturer 
finished  steel  products  produced  frc 
hot  rolled  wire  rods,  in  addition 
plastic/concrete/iron  pipe,  paper  m 
chine  clothing,  coppermetals  and  oth 
products.  It  also  fabricates  and  erec 
structural  steel  in  both  Canada  and  tl 
U.S. 

Ivaco  had  sales  of  Cdn.  $2.2  billic 
and  earned  $51.5  million  from  contin 
ing  operations  in  1988.  Listed:  Toron 
and  Montreal. 


Memotec  Data  Inc. 


memotec 


Memotec  is  a  corporation  with  intern 
tional  scope;  it  designs,  manufactur 
and  markets  a  comprehensive  range 
data  communications  products  ar 
services. 

The  Company  is  also  a  systems  int! 
grator,  a  telecommunications  consultaj 
and  the  sole  carrier  for  Canada's  ov(| 
seas  telecommunications  sen/ices. 

During  the  past  five  years  Memotei 
revenues  have  grown  115  fold  to  $3i 
million  and  Company  profits  33  times 
$33.5  million. 

The  Company's  assets  are  in  excess 
$900  million  and  the  average  reveni] 
per  employee  is  over  $178,000. 
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Masco  Industries 
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"A  Unique  Consumer  Products  Growth  Company" 

■:o  Corporation  has  reported  32  consecutive  years  of  earnings 
cases.  Sales  and  earnings  have  increased  at  average  annual 
pound  rates  of  approximately  20%. 

end  for  our  1988  Annual  Report  to  learn  why  we  believe,  Masco 's 
lings  will  continue  to  grow  at  an  average  annual  rate  of  15  to  20% 
jally  over  the  next  five  years,  with  our  sales  in  1993  approximating 

)illion. 


"A  Unique  Industrial  Growth  Company" 

Masco  Industries  is  a  technology-based  company  whose  corporate 
objective  is  to  achieve  above-average  growth  by  utilizing  our  de- 
sign, engineering  and  manufactunng  skills  to  develop  innovative 
processes  and  products  for  an  expanding  number  of  markets. 

Our  objective  is  to  increase  earnings  per  common  share,  on 
average,  at  least  20-25%  annually  and  thus  to  establish  Masco 
Industnes  as  a  unique  industnal  growth  company 


MASCO  CORPORATION 

'  im  ANNUL  nETOirr 


ISeSANNUUREFORT 


\oDo 
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Nationale-Mederianden  NV 
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r 


Following  the  merger  with  Holmens  Bruk 
AB  and  AB  Iggesunds  Bruk,  the  MoDo 
group  IS  one  of  the  largest  groups  in  the 
world  active  solely  in  the  forest  industry 
The  business  is  focused  on  the  pro- 
duction and  sale  of  wood-free  fine  pa- 
pers, wood-containing  printing  papers, 
paperboard  and  pulp.  In  1988,  the 
group's  turnover  amounted  to  SKr 
19,532m.  Some  80%  of  total  sales  went 
to  countries  outside  Sweden.  The  oper- 
ating profit  in  1988  was  SKr  2,191m.  The 
group  has  its  own  powerful  marketing 
and  sales  organizations  in  Western  Eu- 
rope and  the  United  States  as  well  as 
agents  in  many  other  countries. 


■lew  England  Electric  System 
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view  England 
Electric 


A  public  utility  holding  company  with 
subsidiaries  serving  customers  in  Mas- 
sachusetts, Rhode  Island  and  New 
Hampshire. 

•  1988  rate  settlement  reduced  financial 
uncertainties. 

•  Paid  166  consecutive  dividends. 

•  5.9%  KWH  sales  growth  in  1988. 

•  Lowest-cost  provider  of  electricity 
among  major  utilities  in  each  state 
served. 

•  Favorable  fuel  mix:  44%  coal;  28% 
oil;  157o  nuclear;  13%  hydro  and 
alternates. 


Nationale-Nederlanden,  one  of  the 
world's  leading  insurers  with  25,000 
employees  working  in  22  countries,  re- 
ported strongly  increased  1988  profits 
and  revenue.  The  group  offers  sen/ices 
in  all  types  of  life  and  non-life  insurance, 
including  professional  reinsurance  and 
other  insurance-related  services. 

The  executive  board  expects  further 
improvements  in  profit  and  revenue  in 
1989. 


Norfolk  Southern  Corporation 
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Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation;  is  a 
Virginia-based  holding  company  that 
owns  all  the  common  stock  of  and 
controls  two  major  operating  railroads, 
Norfolk  and  Western  Railway  Company 
and  Southern  Railway  Company  and  a 
motor  carrier.  North  American  Van  Lines 
■  c  Increases  in  traffic,  higher  revenue 
-  elds  and  cost  reductions  resulted  in 
cord  net  income  of  $635  million  in 
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Norsk  Data  AS 
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NYNEX 


Norsk  Data  is  a  European-based  company  in  the  Information 
Technology  industry  In  1988,  the  company  initiated  an  extensive 
restructuring  with  some  strategic  changes  in  manufacturing  and  R&D, 
These  changes  included  the  creation  of  Dolphin  Server  Technology 
increased  focus  on  end  user  solution  activities  for  proprietory  and 
standard  platforms,  as  well  as  becoming  more  of  a  systems  integrator 


••• 

•••• 

•••  •••••••• 

••• 

••• 

Norsk  Data 


PacifiCorp 
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A  diversified  electric  utility  PacifiCorp 
(NySE,LSE:PPW)  derives  nearly  40%  of 
ts  $3.5  billion  in  annual  revenues  from 
nonelectric  sources.  Its  electric  utility 
operation,  through  Pacific  Power  and 
Utah  Power,  provide  service  to  1.2  mil- 
ion  customers  in  seven  western  states. 
Nonelectnc  businesses  include  NERCO, 
a  coal,  silver  and  gold  mining  as  well  as 
natural  gas  and  oil  subsidiary,-  Pacific 
Telecom,  a  telecommunications  sub- 
sidiary with  local,  long  distance  and 
international  service,  and  financial  ser- 
vices, engaged  in  commercial  leasing 
and  lending  1988  EPS:  53.46  -  up  9% 
frorr^  1987  Annual  dividend:  $2  64 


Pernod  Ricard 
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Dernod  Ricard  is  the  world  leader  of 
anise  dnnks,  the  number  one  producer 
of  spirits  in  Continental  Europe  and  the 
"  rst  in  France  for  vintage  wines  and  soft 
dnnks.  It  is  also  the  world  leader  in  fruit 
processing  for  the  milk  industry 

Since  It  was  founded  in  1975,  the 
group  has  continued  to  diversify  and 
develop  its  activities  internationally  with 
an  average  annual  increase  of  15%. 

In  1988,  Pernod  Ricard's  turnover  was 
FF  13.5  billion  (S2.2  billion)  with  a  net 
profit  of  FF  750  milion  (5119  million). 


Portland  General  Corporation 


Portland  General  Corporation 
(NYSE  PGN)  owns  subsidianes  in  elec- 
tric services,  real  estate,  and  financial 
sep/ices  Its  flagship  subsidiary  Portland 
General  Electric  Co  (PGE),  serves 
552,000  electric  customers  in  Oregon. 

In  1988,  Portland  General  earned  52.11 
per  share  —  a  25%  increase  over  1987 
operating  results  —  and  paid  a  dividend 
of  $1  96  per  common  share 


Injust  five  short  years,  NYNEX  has  gi 
from  a  regional  supplier  of  telei 
munications  services  to  a  multi-fao 
global  leader  m  the  information  indi 
with  an  international  family  of 
panies  totaling  $25.4  billion  in  as] 
Today  our  New  York  Telephone 
New  England  Telephone  subside 
provide  advanced  network  servio 
most  of  the  Northeast  and  our  ten 
operating  companies  have  becom« 
oneers  in  the  development  of  innov< 
business  and  information  services, 
fice  systems,  software  and  publis 
services.  For  the  challenges  of  the  ii 
mation  age,  the  answer  is  NYNEX. 


Phillips  Petroleum  Company 


Phillips  enters  1989  having  achieved  one  of  the  most  drarr 
turnarounds  in  the  petroleum  industry 

The  mam  reason  for  Phillips  performance:  superior  integration 
enables  the  company  to  produce  more  higher-value  products 
gasoline  and  plastic  pipe  —  per  barrel  of  raw  materials  than 
major  petroleum  companies. 

The  company's  1988  annual  report  highlights  Phillips  18- 
increase  in  earnings;  its  impressive  share-price  appreciation, 
record  downstream  performance,-  its  142%  replacement  of  resei 
and  more. 


SEB  Group 


Since  the  acquisition  of  Rowenta  on . 
1, 1988,  the  SEB  Group  has  become 
leading  manufacturer  of  small  dome 
appliances  in  Europe,  and  one  of 
largest  in  the  world. 

Its  sales,  under  the  brand  names  Q 
Rowenta,  SEB  and  Tefal,  amountec 
FF  5.15  billion  and  net  income  was  uf 
FF  184  million. 
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Saab-Scania 


38 


Teleflex  Incorporated 
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Annual  Report  1988 


Saab-Scania  develops,  manufactures 
and  markets  products  in  the  "means  of 
transport"  sector;  cars,  trucks  and  buses, 
civil  and  military  aircraft,  missiles  and 
satellites,  as  well  as  industrial 
automation. 

In  1988,  consolidated  sales  of  the 
Group  amounted  to  SEK  42.5  billion  and 
consolidated  income  to  SEK  3  2  billion. 
Pre-tax  return  on  capital  employed  was 
19.4%  and  the  equity/assets  ratio  50%. 
Capital  expenditures  for  property  plant 
and  equipment  and  expenditures  for 
research  and  development  was  SEK  6,3 
billion,  equal  to  14,8%  of  consolidated 
sales.  There  were  50,000  employees. 


For  the  fourteenth  consecutive  year,  rev- 
enues reached  record  levels,  aclvancing 
21%  over  1987  to  $328  million.  Net 
income  increased  22%  to  $24  million. 
EPS  srew  24%  to  $2,22.  Over  the  past 
ten  years,  the  common  stock  price  has 
increased  at  a  compound  rate  of  27% 
and  the  average  ROE  has  been  21% 

Teleflex  is  an  applications  engineenng 
and  manufacturing  company  sen/ing  di- 
verse markets  with  proprietary  control 
products,  medical  devices  and  coatings 
and  repair  services,  worldwide. 


Tribune  Company 
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Tribune  Company  (NYSETRB)  is  a  diver- 
sified media  company  Through  its 
newspapers  and  radio  and  television 
stations,  it  can  reach  nearly  one  out  of 
five  U.S.  households  even/  day  with 
news,  information  and  entertainment. 
The  company  is  the  nation's  fourth 
largest  newspaper  publisher  and  televi- 
sion broadcaster  Tribune  produces 
television  programming,  owns  the  Chi- 
cago Cubs  baseball  team  and  manufac- 
tures newsprint  In  the  last  five  years. 
Tribune's  average  annual  total  return  to 
stockholders  has  been  almost  25%. 


Twentieth  Century  Investors,  Inc. 
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5988 


Twentieth  Century  offers  a  family  of  12 
no-load  mutual  funds,  including  six 
common  stock  funds,  five  fixed  income 
funds,  and  a  balanced  fund  For  a  free 
Information  Kit  and  Prospectus,  includ- 
ing our  charges  and  expenses,  call  toll- 
free:  1-800-345-2021.  Or  write  to  PO. 
Box  419200,  Kansas  City  MO  64141- 
6200.  Please  read  the  Prospectus  care- 
fully before  investing. 


Overseas  Shipholding  Group,  Inc. 
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United  Water  Resources 
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OSG,  one  of  the  world's  largest  bulk 
shipping  companies,  is  engaged  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  commodities.  It  owns  and  operates 
a  fleet  of  58  vessels,  aggregating  5.3 
million  deadweight  tons  (dwt),  and  has 
on  order  10  new  buildings,  totaling 
1.2  million  dv4.  OSG's  strong  financial 
condition  and  the  prospects  for  the 
bulk  shipping  markets  are  detailed  in 
the  Company's  Annual  Report. 
(NySE,PSEOSG) 


United  Water  Resources  (NYSEiUWR) 

•  Hackensack  and  Spring  Valley  Water 
Go's,  —  supply  water  to  one  million  NJ/ 
NY  residents;  abundant  water  supply 

•  Rivervale  Realty  —  owns/develops 
prime  NJ/NY  land. 

•  Other  subsidianes  engaged  in 
-environmental  testing, 
-metering  systems/services, 
-consulting  for  water/sewerage  utility 

establishment, 

-purchasing/building/operating 
water/sewerage  utilities. 


UtiliCorp  United 
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Valmont  Industries,  Inc. 
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Serving  650,000  customers  in  seven 
states  and  one  Canadian  province,  Utili- 
Corp has  grown  rapidly  in  recentyears.  It 
has  made  five  utility  acquisitions  totaling 
$355  million  since  1984,  and  is  also 
active  in  non-regulated  areas  of  the 
utility  industr/  Net  income  rose  34%  in 
1988  to  a  record  $40.9  million. 
(NYSE:UCU) 
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Valmont  is  a  grovv^h  oriented  global 
company  which  manufactures  compo- 
nents for  the  electrical  industr/,  includ- 
ng  poles  and  ballasts  for  the  lighting 
and  utilities  markets,  produces  mecha- 
nized irrigation  systems  for  worldwide 
agricultural  markets,  operates  rebar  fab- 
rication plants;  and  owns  74%  of  Val- 
Com,  Inc.,  the  nation's  fourth  largest 
marketer  of  microcomputer  products 
and  services. 
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MANY  AN  AMERICAN  INDIVIDUAL 
WAS  PROUD  WHEN  THE  SIGN  ON  HIS  DOOR  REAl 

CABINETMAKER  &  SONS,  INC. 


Today  80%,  or  6.4  million 
of  the  nation^s  8  million 
businesses  are  family-owned. 
But,  all  share  a  common  need  for 
business  services  and  products 
such  as: 

•  banking,  insurance  and  financial 
planning 

•  computer  hardware  and  software 

•  leasing  services  and  products 

•  credit  cards  &  travel  related  services 

•  facsimile  machines  and  copiers 

•  telecom-systems  and  products 

•  real  estate  services 

Recognizing  the  importance  of  this  American 
tradition  and  nuture  its  growth,  BUSINESS 
Week  will  present  in  an  upcoming  special 
advertising  section  entitled: 


Issue  Date-June  26,  1989 
Advertising  Closing  Date-May  15,  1989 


For  additional  information  please  contact  your  BUSINESS  WEEK 
Ad  Representative  or  Sue  Swarzman  (212)  512-3019 


NOW 

HINA  THROUGH 
CHINA  DAILY 


55 

North  American 
Edition 


The  only  English-language  newspaper  out 
of  China,  brought  to  North  America  by 
satellite  and  distributed  out  of  New  York, 
every  day  except  Sunday. 

Complete  coverage  of  what's  going  on  in 
China,  with  daily  business  reports  and  an 
expanded  Business  Weekly  every  Monday. 

Total  circulation  130,000  in  150  countries, 
with  5,000  in  the  U.S.  and  Canada. 

President  Ronald  Reagan  said  of  it  in 
May  1986: 

"CHINA  DAILY  has  made  important 
contributions  to  mutual  understanding." 

Secretary-General  Zhao  Ziyang  emphasized 
on  May  27,  1986; 

"CHINA  DAILY  has  done  much  to  enhance 
economic  and  cultural  exchange." 


You  can't  afford  to  miss  CHINA  DAILY. 


Let  "China  Daily"  update  you  on  latest 
Chinese  policy  and  lay  before  you  the  vast 
opportunities  of  the  Chinese  market. 

Send  your  subscription  today  to: 

China  Daily  Distribution  Corp. 
15  iVIercer  St.,  Suite  401 
New  York,  NY  10013 
Tel:  (212)  219-0130 

Enter  my  name  for: 

□  a  one-year  subscription  at  $1 18.00 

□  a  six-month  subscription  at  $65.00 
□  Payment  enclosed   □  Bill  me 


NAME 
CO.  . 


ADDR. 


Be  informed. 
Subscribe. 


TEL: 


CDs  THAT  ARE  FAST  ON 
THEIR  FEET 


The  good  old-fashioned 
certificate  of  deposit  is 
showing  up  in  racier  form 
these  days.  Many  banks  and 
thrifts  are  heavily  promoting 
"adjustable"  or  "variable" 
rate  CDs,  whose  yields  are 
pegged  to  such  things  as 
short-term  Treasury  bills, 
the  prime  rate,  even  infla- 
tion. The  banks  and  thrifts 
argue  that  these  CDs  assure 
investors  that  they  won't 
miss  out  if  interest  rates  go 
even  higher.  But  these  prod- 
ucts detract  from  the  main 
virtue  of  the  fixed-rate  CD: 
predictability. 

One  popular  approach  is  to 
tie  rates  on  CDs  to  T-bill 
rates,  plus  a  percentage 
point  or  so.  Rates  on  some 
varieties  of  CDs  "step  up"  pe- 
riodically, while  "bump  ups" 
allow  for  increases  only  if 
the  bank's  rates  on  new  CDs 


One  CD  keeps  ahead 
of  inflation  by  at  least 
three  points 


go  up.  Both  have  competitive 
base  rates  for  a  cushion,  and 
some  allow  one-time,  no-pen- 
alty withdrawals.  Investors 
may  also  be  able  to  add  to 
their  CD  over  its  term. 

But  some  more  exotic  ad- 
justable-rate CDs  leave  you 
exposed  to  market  down- 
turns. The  "Floating  Rate 
CD"  ofi'ered  by  First  New 
York  Bank  for  Business  (212 
644-0670)  is  a  case  in  point. 
The  CD  hovers  1.5  percentage 
points  below  the  prime  rate. 
Today,  it  boasts  a  10%  rate 
to  the  prime's  11.5%.  But  the 
CD  has  no  base  rate,  or 
"floor."  And  your  minimum 
deposit  of  $25,000  is  locked  in 
for  terms  ranging  from  6 
months  to  10  years. 

One  of  the  more  unusual 
offerings   is   the  "Inflation 


Edge  CD"  issued  by  Franklin 
Savings  Assn.  (913  242-6300), 
based  in  Ottawa,  Kan.  For 
maturities  of  less  than  five 
years.  Franklin  guarantees  a 
rate  that  outpaces  inflation 
by  at  least  three  percentage 
points,  which  happens  to  be 
approximately  the  margin  by 
which  interest  rates  histori- 
cally have  exceeded  inflation 
anyway. 

■The  Franklin  rate, 
changed  quarterly  and  based 
on  the  government's  monthly 
consumer  price  index,  is  now 
7.336%  on  a  one-year  CD.  For 
maturities  over  five  years, 
the  spread  is  3.2  points.  The 
minimum  deposit  is  $10,000, 
and  the  CD  is  available 
through  brokerage  firms. 
SHOP  REGIONS.  Where  you 
place  your  bet  depends  on 
your  economic  assumptions. 
CDs  tied  to  the  prime  offer 
more  stable  rates,  says  Nor- 
berto  Mehl,  chairman  of 
Banxquote  Money  Markets, 
a  New  York-based  informa- 
tion service.  "The  CPI 
changes  monthly,  and  the 
discount  rate  on  T-bills 
changes  weekly  at  the  auc- 
tion, but  the  prime  changes 
only  a  few  times  a  year," 
says  Mehl. 

Shop  around  and  you  can 
get  double-digit  yields  on 
plain-vanilla  CDs,  too.  Mehl 
says  most  of  the  highest 
yields  are  in  the  Northeast, 
with  a  few  in  California  and 
Texas.  Banxquote  surveys 
show  national  highs  for 
fixed-rate  CDs  at  10.65%  for 
three  months,  10.68%  for  six 
months,  and  10.79%  for  one 
year.  The  average  bank 
yields  for  the  week  that  end- 
ed May  5  were  a  couple  of 
percentage  points  lower — 
8.61%'  for  three  months, 
9.07%  for  six  months,  and 
9.32%  for  one  year.  So  you 
may  be  better  off  sticking 
with  a  conventional  CD — un- 
less you  expect  interest  rates 
to  soar.       Suzanne  Woolley 


Entrepreneurs 

A  LITTLE  PLASTIC  CAN  HELP 
SMALL  COMPANIES,  TOO 


A 


corporate  travel-and- 
entertainment  card  for 
small  business 
might  seem  a  contradiction  in 
terms.  But  T&E  titans  Ameri- 
can Express,  MasterCard  In- 
ternational, and  Visa  Interna- 
tional all  offer  scaled-down 
versions  of  the  traditional 
card,  tailored  to  fit  small-busi- 
ness needs. 

All  of  the  cards  offer  some 
sort  of  management  informa- 
tion system  (MIS)  report  to 
help  companies  monitor  and 
manage  expenses  by  breaking 
them  down  by  employee  and 
by  category — air  travel,  car 
rental,  and  so  on.  They  also 
provide  coverage  that  allows 
you  to  skip  the  charge  for 
that  annoying  collision-dam- 
age waiver  on  rental  cars. 
The  cards  have  the  requisite 
emergency  travel-assistance 
programs  as  well.  But  each  of 
the  companies  adds  its  own 
spin. 

American  Express  has  a 
large  package  of  benefits.  As 
well  as  discounts  on  hotel 
rates  and  auto  leasing,  its 
Corporate  Card  ($55  annually) 
provides  disability  insurance: 
$50,000  for  you  and  your  card- 
carrying  employees.  That's  af- 
ter six  years;  it's  $25,000  from 
the  second  to  the  sixth  year, 
and  $10,000  for  the  first." 

MasterCard  and  Visa  are 
hot  on  the  heels  of  American 
Express.  They  emphasize  wid- 
er merchant  acceptance  of 


their  cards,  the  greater  Ls 
ber  of  automated  tellef; 
chines  cardholders  cani, 
and  generally  lower  a|.. 
fees,  ranging  from  $20  tfc 
depending  on  the  bank 

MasterCard's  Businesi 
lets  employers  set  indi' 
credit  limits  for  empl« 
The  card's  newest  perk; 
need  not  tap  a  person| 
corporate  policy  befon 
card's  collision  loss/da] 
coverage  kicks  in,  so  tl 
no  deductible.  And  covi 
on  personal  effects  in 
the  property  of  any 
employees  or  clients  tra' 
with  you. 

SPLURGE    SHIELD.  An 

MasterCard  enhancemei 
its  MasterAssist  packa] 
health  insurance.  If  you 
a  medical  emergency 
traveling  abroad  on  bu 
and  your  company  doi 
cover  the  bill  or  you  h; 
met  your  deductible,  M: 
Card  will  reimburse  you 

Visa  stresses  that  its 
rate  cards  also  allows  im 
ual  credit  limits  to  be  se 
Visa  card  also  provides 
$15,000  of  coverage  in  ci 
former  employee  goes 
charging  spree.  Frills 
all  these  cards  play  a  vali| 
role:  They  leave  a  paper 
And  that  can  lead  to  b 
managed  expenses — or 
haps  just  fewer  hour:] 
your  accountant's  bill  s 
tax  season. 
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"Live  all  you  can;  its  a  mistake  not  to. 

Henrv  James 


For  Ihc  name  oi  the  Rolls-Royce 
dealer  nearest  you,  call  1-800-851-8576. 
nii:  NAMi:  -roi  i-s  wm  i ;"  anivhic  mascot.  baix;i;. 

AND  RADIAIOK  (iRIU.i:  ARi;  Rl.CilS  ri-.RI-:i)  1 RADKMARKS 
.1.  ROLLS  wnci;  MOn)R  CARS  INC  ,  l')SS 


Personal  Business 


Collecting 

HOW  TO  BE 
AN  OLD  BOOK'S 
LATEST  LOVER 

When  a  West  Ger- 
man literary  ar- 
chive paid  nearly  S2 
million  last  year  for  the  origi- 
nal manuscript  of  Franz  Kaf- 
ka's novel,  The  Trial,  it  was 
an  unmistakable  sign  that  the 
once  staid  and  stately  pastime 
of  collecting  rare  books  and 
literan,-  artifacts  had  sudden- 
ly become  big  business. 

The  Kafka  sale  was  a  rec- 
ord for  a  modem  literary- 
manuscript — although  maybe 
not  for  long.  Other  extremely 
rare  books  and  manuscripts 
are  rising  sharply  in  value. 
Yet  for  the  collector  without  a  . 
museum-size  budget,  there 
are  surprisingly  good  values. 
"Compared  to  the  art  world, 
you  can  still  get  great  books 
for  minuscule  sums,"  says  Pe- 
ter Kraus,  president  of  Ursus 
Books,  a  N'ew  York  shop.  "In 
art.  an  equally  great  object 
would  be  in  the  millions." 

Few  rare  books  or  auto- 
graph manuscripts  sell  for 
more  than  S100,000,  and  a 
more  common  price  for  a  rela- 
tively rare  first  edition  is 
Sl.OOb.  But  don't  expect  rapid 
price  increases  among  less  ex- 
pensive books  and  artifacts: 
While  prices  have  been  rising 
steadily,  most  rare  books 
climb  only  modestly  in  value. 
Book  dealers,  many  of  whom 
are  collectors  themselves, 
therefore  urge  budding  collec- 
tors to  do  it  more  out  of  love 
for  literature 


than  for  a  potential  profit. 

A  critical  first  step  in  start- 
ing a  collection  is  to  decide  on 
a  specific  field:  Literary 
works,  art  books,  books  with 
plates,  illustrated  books,  auto- 
graph manuscripts,  and  incu- 
nabula (books  printed  before 
1501)  are  distinct  disciplines. 
If  you  have  an  abiding  pas- 
sion for  a  particular  author, 
period,  or  genre,  your  collec- 
tion will  remain  manageable. 
OVERWHELMED.  James  Lx)we, 
the  owner  of  James  Lowe 
Autographs  in  New  York, 
says  he  was  his  own  worst 
example.  Lowe  started  his  col- 
lection at  age  nine  with  a  let- 
ter from  Dickens.  As  a  teen- 
ager, he  branched  out  into 
limited  editions  of  Faulkner, 
Hemingway,  and  Dylan 
Thomas,  and  he  became  over- 
whelmed. "It's  extremely 
complicated  and  frustrating 
when  you  spread  yourself  into 
so  manv  areas,"  Lowe  savs. 


Faced  with  so  many  choices, 
he  found  himself  unable  to 
collect  wisely.  So  he  decided 
to  focus  on  letters  of  people 
he  admired,  such  as  Washing- 
ton and  Lincoln.  It  paid  off. 
Twenty  years  ago,  a  hand- 
written letter  of  George 
Washington's  was  worth 
S350.  Todav  the  same  letter 
might  sell  for  825,000. 

Once  you  have  established 
a  focus,  find  a  book  dealer 
who  specializes  in  that  sub- 
ject. Dealers  who  have  been 
in  the  trade  for  years  have 
the  advantage  of  knowing 
what  other  copies  exist  and 
how  to  assess  a  book's  rela- 
tive condition.  They  can  also 
act  as  personal  agents,  keep- 
ing an  eye  out  for  material  in 
your  field.  The  Antiquarian 
Booksellers  Association  of 
America  (50  Rockefeller  Pla- 
za, New  York,  N.  Y.  10020) 
publishes  a  list  of  dealers. 


out 


Auctions  of  rare 
and  letters  are  bee 
more  common,  but 
you  have  expert 
edge,  it's  best  not  Atf^^i 
Booksellers  ex;  t  « 
books  at  auction  I  m 
before  the  day  o  jfrf. 
sale.  This  helps  to 
some  of  the  pitfj 
novice  collector  mig 
counter.  A  book 
will  be  able  to  tel 
instance,  whethei 
book  still  has  its  or 
binding  or  if  the 
have  been  washed,! 
decreasing  the  valu| 

The    world  of 
books,  manuscriptsj 
literan,-  artifacts  co| 
its  own  set  of  myst 
ways.  Simply  becaJ 
book  is  extremely 
for    instance,  dc 
mean  it's  worth  a  I 
sum.  Marsha  Malinc 
Sotheby's  Eurc 
manuscript  expert,  says 
when  she  comes  up  witlj 
mates,  she  relies  on  pre 
sales  when  possible.  B| 
the  case  of  the  Kafka 
script,  for  example, 
there  were  no  prior  sales| 
mating  value  is  predomir 
guesswork.   Her  prir 
guide  is  American 
Prices  Current,  avail 
from  Bancroft-Parkman,! 
Box  236,  Washington, 
06793.  Katie 


Worth  Noting] 

■  DIGITAL  EFFECT.  Mag 

vox's  "smart  window"  o' 
on  its  new  line  of  T\'s 
you  a  "picture-in-pict 
feature  without  digital 
nologv^'s  tv-pically  high 
The  T\'  uses  the  tunei 
your  VCR  (you  need  one 
the  feature  to  work)  to  inj 
a  small  black-and-white 
ture  of  a  second  chann 
the  comer  of  the  TV  yd 
watching  in  color.  "S 
window"  can  be  had  fo: 
additional  S50. 

■  FUND  FACTS.  The  Mu\ 

Funds  Almanac  from 
Donoghue  Organizai 
(S26),  lists  expense  ratios 
10-year  performance  figi 
for  2,200  funds.  To  or 
call  800  S43-5413. 
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A      COMPLETE      LINE      OF      CASUAL      CLOTHING      FOR  MEN. 


UNDOnEDilS 
NOTMNGBUI 
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Arkwright  has  one  purpose.  To  help  its  customers  throughout  the  world  minimize  their 
long-term  cost  of  risk.  To  do  this,  we  provide  a  wide  range  of  risk  management  services, 
which  we  apply  in  a  disciplined  and  straightforward  way.  First,  working  with  our  custom- 
ers to  identify,  evaluate  and  reduce  risk  through  engineering.  Then,  tailoring  a  program 
to  protect  exposures  that  cannot  be  eliminated.  The  key  is  constant  communication  and 
attention  to  detail.  We're  not  saying  we're  perfect.  Only  that  at  Arkwright,  we  try  to  be. 
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Arkwi  iyhl  Mutual  Insurance  Company  1! 

Hobbs  Group,  Inc.  r~~ 
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  C,!  in 

27 
million  I 
Americans; 
can^read. 
And  guess 
^vhopays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  .  .  .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 


BUSINESS  WEEK/MAY  22,  1989185 


Relax.  With  aT()shiba  copier  on  your  team,  you  never  have  to  worry  about 
delivering  clean,  clear  copies. 

We  make  sure  our  copiers  go  the  distance.  We  subject  them  to  drop  tests, 
noise  tests,  impact  tests.  We  ve  even  run  two  tons  of  paper  straight  through  the  BD-91 1( ) 
without  a  single  misfecd. 

Sign  the  copier  that  comes  through  in  the  clutch.  Call  1-800-GO-roSHIBA.  ^ 


ThcRD-yiWSvstem. 


(hrl  Hershiu-r.  I'lUhfr.  LA.  Ihiilfu  rs  1988  Warld  Scrws  Musi  Wibaihl,  I'tavcr 


In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 


estment  Figures  of  the  Wee 


TARY 

market  gave  ground 
n,  in  port  o  continuation 
fit-taking  from  the  18- 
h  reached  in  late  April. 
<ed-income  market  did 
0  keep  a  lid  on  equities, 
■ral  weeks  of  decline,  in- 
!5  nudged  upward  as  the 
.old  notes  and  bonds. 
•  eye  on  insider  senti- 
)ming  weeks.  For  the 
since  BW  has  been 

the  Vickers  sell/buy 
led  from  a  ringing  posi- 
ocks  to  a  neutral  stance. 


STOCKS 

Moy.      Nov.      May.      May  4-10 


BONDS 

May.      Nov.  May. 


May  4-10 


mm 

52-week  change 
+20.7% 


■  310  1350 


•  305  1200 


•  300  1050 


.  295  900 


THE  DOLLAR 

Moy.      Nov.      May.     May  4-10 


,.^,....Ji 


Shearson  Lehman  j 
Treasury  Index ; 


1160  70 


J.  p.  Morgan 
Index 


1  -week  change 
-0.8% 


52-v/eek  change 
•fO.4% 


1  -week  change 
-1.1% 


52-week  change  1 -week  chonge 

-t-6.3%  +0.4% 
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ET  ANALYSIS 


i  change 


KKS 

latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

4ES  INDUSTRIALS 
PANiES  (Russell  1000) 
OMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

2374.5 
158.3 
165.6 
174.2 

-0.8 
-3.0 
0.5 

-0.6 

20.8 
17.9 
17.5 
20.4 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.8% 
9.1  % 
3.3% 
12.0 

8.8% 
9.0% 
3.4% 
12.1 

6.4% 
9.2% 
3.8% 
13.6 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

1  STOCKS 

Latest 

Week 

52 -week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  rotio 
Insider  sentiment:  Vickers  sell/buy  ratio 
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64. 1  % 
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1.47 
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65.7% 
0.20 
1.43 
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Neutral 
Negative 
Neutral 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
1  (TSE  COMPOSITE) 
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33,993.3 
3575.0 

0.5 
0.1 
-0.4 

20.5 
25.2 
10.7 

STRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC. 
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% 
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Foreign  stocks 
$12,465 

-0.17% 


U.  S.  stocks 
$12,164 

-0.95% 


Treasury  bonds 
$10,954 

-1.29% 


Money  market  fund 
$10,673 

+  0.16% 


Gold 
$8,494 

-0.36% 


)n  this  page  are  as  of 
foups  include  S&P  500 


market  close  Wednesday,  May,  10,  1989,  unless  otherwise  indicated- 
companies  only;  performonce  and  shore  prices  are  as  of  market  close 


May,  9.  Mutuol  fund  returns  are  as  of  May,  5.  Relative  portfolios 
detailed  explanation  of  this  page  is  available  on  request- 
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HDTV:  FUND  RESEARCH, 
NOT  PRODUCTION 


I  igh-definition  television  has  come  to  symbolize  the 
decline  in  U.  S.  competitiveness.  The  technology 
I  won't  come  to  market  for  years,  but  fears  that  the 
U.  S.  will  lose  another  major  trade  battle  have  prompted  a 
band  of  electronics  and  computer  companies  to  ask  the  go- 
verment  for  $1.35  billion  in  subsidies  for  hdtv. 

The  plan,  crafted  by  the  American  Electronics  Assn.,  in- 
cludes a  request  for  $300  million  to  fund  HDTV  research — and 
$500  million  in  loans  and  another  $500  million  in  loan  guaran- 
tees to  set  up  production  facilities  to  build  HDTV  sets.  The 
group  envisions  creating  an  enterprise  called  Advanced  Tele- 
vision Corp.  to  manage  the  loans  and  guide  development  of 
the  technology.  Since  HDTV  will  require  advanced  computer 
chips,  the  electronics  firms  argue  that  it  is  vital  for  U.  S. 
chipmakers. 

The  concern  over  HDTV  and  the  fear  of  losing  a  new  high- 
stakes  technology  market  are  understandable.  After  all,  a 
once-proud  U.  S.  industry  has  all  but  disappeared  under  the 
pressure  of  global  competition.  Twenty  years  ago,  18  U.  S. 
companies  were  manufacturing  TV  sets.  Today,  Zenith  Elec- 
tronics Corp.  is  the  only  world-class  producer  remaining. 
With  HDTV  on  the  horizon.  General  Electric  Co.  left  the 
business  in  1987,  selling  off  its  consumer  electronics  units  to 
a  European  competitor,  Thomson.  Clearly,  U.  S.  corporate 
chieftains  have  already  voted  to  put  their  capital  elsewhere. 

But  the  request  for  outright  government  production  subsi- 
dies goes  too  far.  How  hdtv  fares  in  the  market  will  depend 
not  on  its  significance  to  national  trade  policy,  but  on  wheth- 
er consumers  want  to  buy  a  pricey  new  technology.  Many 
estimates  say  early  hdtv  sets  will  cost  upwards  of  $3,000. 

The  U.  S.  can  spur  hdtv's  development — and  stimulate 
spinoffs  of  the  new  technology — by  offering  tax  incentives 
and  allowing  joint  research.  But  providing  working  capital  to 
reluctant  manufacturers  and  subsidizing  actual  HDTV  produc- 
tion facilities  is  a  riskier  and  less  defensible  venture.  For  all 
their  importance,  consumer  electronics  markets  remain  a 
ruthlessly  competitive  business,  with  razor-thin  margins.  It's 
hard  to  see  how  an  enterprise  funded  by  U.  S.  taxpayers  can 
manage  to  survive  where  Corporate  America  has  not. 


INSURERS  DON'T  NEED 
ANTITRUST  PROTECTION 


evelopments  in  antitrust  law  suggest  it's  time  for 
I  Congress  to  begin  a  reexamination  of  the  nation's 
rules  governing  competition.  A  May  5  decision  by  the 
California  Supreme  Court  upheld  most  of  Proposition  103, 
which,  among  other  things,  eliminated  the  insurance  indus- 
try's exemption  from  the  state's  antitrust  laws.  Other  states 
are  expected  to  follow  California's  lead. 

On  the  federal  level,  it  is  an  open  secret  in  Washington 
that  the  antitrust  exemption's  days  are  numbered.  When  in 


I 


1945  the  U.S.  Supreme  Court  in  U.S.  vs.  South-Ed 
Undenvriters  Assn.  ruled  that  insurance  was  inte;i 
commerce  and  therefore  subject  to  U.  S.  antitrust  lawL 
industry  leapt  into  action.  Congress  quickly  passel 
McCarran-Ferguson  Act,  which  exempts  the  insurarj 
dustry  from  much  of  federal  antitrust  law.  Almost 
states  promptly  followed  suit.  Sometime  within  thd 
year  or  two.  Congress  figures  to  repeal  McCarran-FerJ 
That  will  be  a  good  thing,  though  lawmakers  need  toj 
insurance  companies  to  exchange  cost  information. 

There  is  an  apparent  paradox  here.  At  the  sam^ 
Congress  is  set  to  get  rid  of  the  antitrust  exemption 
insurance  industry,  it  is  leaning  the  other  way  in  plej 
other  industries.  For  example,  antitrust  immunity 
ready  been  given  to  research-and-development  consoij 
by  Congress,  which  is  also  considering  extending  imni 
to  companies  and  industries  such  as  machine  tools  subj 
"unfair  foreign  competition." 

In  our  global  economy,  the  only  antitrust  standard 
matters  is  international  competition.  Those  industries  v| 
able  to  fierce  foreign  rivals  should  be  given  elbov/  rol 
wage  battle  effectively.  But  U.  S.  insurance  companiesi 
have  much  foreign  competition  in  their  domestic  mal 
such  as  auto  insurance.  On  this  standard,  there  is  no  A 
to  exempt  them  from  antitrust  laws.  Unless,  that  isl 
need  a  helping  hand  to  compete  more  effectively  in  ma 
abroad — where  until  now  they  have  a  minuscule  presj 


DON'T  BOX 
NORIEGA  IN 


Voices  in  the  U.  S.  Congress  and  elsewhere  are 
for  American  military  intervention  to  oust  s 
man  Manuel  Antonio  Noriega  following  his  m 
lation  of  the  presidential  election  and  his  brutal 
against  opponents.  Not  only  is  that  an  outdated  res 
but  it  also  is  the  route  to  a  foreign  policy  quagmire 
intervention  in  Panama  would  be  a  way  to  throw  the  g 
a  lifesaver:  It  would  violate  the  Panama  Canal  treaty, 
precludes  U.  S.  involvement  in  the  country's  affairs 
would  give  Noriega  an  issue  around  which  he  could 
immediate  support.  Once  embroiled,  the  U.  S.  would 
little  choice  but  to  maintain  a  permanent  occupation 
such  a  move  would  offend  Latin  American  leaders,  w 
considering  expelling  Panama  from  their  Group  of  Ei 
Reagan  Administration  officials  figured  that  loud 
along  with  the  big  stick  of  economic  sanctions  and  cr 
charges  in  a  U.  S.  court,  would  topple  Noriega  quickl 
Panama's  economy  has  turned  out  to  be  resilient:  The 
age  Panamanian  has  been  hurt,  not  Noriega.  And  the 
trafficking  indictments  have  backfired.  With  an  arres 
rant  over  his  head,  the  general  has  little  chance  o 
harbor  anywhere  in  the  world.  One  of  the  few  policy  o 
Bush  now  has  is  to  drop  the  indictments  and  give  Nori 
way  out.  It  could  also  encourage  a  foreign  leader  to 
Noriega  asylum — Spanish  Prime  Minister  Felipe  Go 
was  once  open  to  the  idea.  It  may  not  be  the  most  s 
solution,  but  it  could  help  end  the  Panamanian  impas 
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In  Mainframes 

IBM  has  launched  the  most 
ambitious  software  project  in  its 
history.  The  goal:  make  mainframes 
the  heart  of  computer  networks. 
Will  this  restore  Big  Blue's  growth?  ^ 
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■  Chemical  Banking  Corporation  is  the  holding  company  for  Chemical  Bank.  Chemical  Bank  New  Jersey,  and  Texas  Commerce  Bancshares, 
.  Mfember  FDIC  e  1989  Chemical  Banking  Corporation. 


Some  banks 
look  at  these  and 
just  see  boats. 


We  see  things  a  little  differently.  When  we  looked  at  our  portfolio 
of  boat  loans,  we  spotted  an  opportunity  that  many  others  missed. 
We  saw  a  way  to  package  these  loans  into  a  high-grade  security, 
opening  up  a  new  market  for  issuers  and  investors  alike. 

Even  more  important,  Chemical  helped  unlock  the  same 
potential  for  corporate  clients.  During  the  past  year,  our  affiliate, 
Chemical  Securities,  Inc.,  helped  package  and  sell  securities  backed 
by  Chrysler  Financial  Corporation's  boat  loans,  Banc  One  Ohio 
Corporation's  auto  loans,  and  Fleetwood  Credit  Corp.'s  recreational 
vehicle  retail  contracts. 

As  a  result,  in  1988  Chemical  Banking  Corporation  was  number 
one  among  all  banking  organizations  in  asset-backed  securities.  And 
the  Chrysler  transaction  made  Chemical  Securities,  Inc.  the  first 
bank-affiliated  underwriter  to  lead-manage  a  public  issue  for  a 
corporate  client. 

You  may  not  have  boat  loans  on  your  balance  sheet.  But  other 
value  may  be  hidden  there.  To  help  you  discover  it,  you  need  specialists 
like  those  at  Chemical— advisors  with  a  different  perspective. 


CkmicalBaink 

The  bottom  line  is  excellence? 


SIEMENS 


Remember  when 
all  it  did  was  talk? 


Technological  breakthroughs. 

Today  Siemens  makes  telecommun- 
ications systems  that  can  transmit  a 
lot  more  than  just  voices.  Siemens 
technology  now  enables  voice,  data, 
text  and  images  to  be  sent  simulta- 
neously over  a  single  telephone  line. 
This  technology  called  "ISDN",  will 
soon  be  the  standard  for  high-speed 
communications  world-wide. 

A  direct  tie  line  to  the  products  of 
tomorrow. 

Last  year,  Siemens  invested  more 
than  $3.5  billion  in  research  and 
development  on  projects  that  will 


improve  the  way  we  communicate, 
store  information,  generate  power, 
automate  factories,  treat  illnesses 
and  build  cars. 


In  the  U.S.  alone,  Siemens  R&D 
operations  include  a  major  research 
center  23  development  locations 
and  over  1200  R&D  scientists,  engi- 
neers and  technicians.  All  working 
on  the  technology  of  tomorrow,  today 

Which  means  you'll  receive  some  of 
the  latest,  most  advanced  electronic 
products  and  systems  in  the  world. 
Systems  that  speak  quality  and  per- 
formance loud  and  clear 

Discover  more  about  what  Siemens 
can  offer  you.  Write  for  "Siemens 
Report  '89",  Box  8003  R-2, 
Trenton,  NJ  08650. 


Telecommunications  •  Medical  Systems  •  Automotive  Electronics  •  Energy  •  Graphic  Systems  •  Electronic  Components 
Automation  •  Lighting  Systems  •  Information  Systems  •  Power  Generation 
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PRODUCTION 

Change  from  last  week:  -0.2% 
Change  from  last  year:  3.2% 
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The  production  index  fell  for  the  week  ended  May  6.  On  a  seasonally  adjusted 
basis,  output  of  lumber,  outos,  rail-freight  traffic,  and  steel  posted  declines.  Produc- 
tion of  trucks,  poperboord,  crude-oil  refining,  and  coal  all  increased  slightly.  Paper 
and  electric  power  output  were  unchanged  from  the  previous  week.  Prior  to  calcula- 
tion of  the  four-week  moving  overage,  the  index  olso  dropped,  to  176.2,  from  177.7 
in  the  preceding  week. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


1989  15; 
The  leading  index  rose  slightly  for  the  week  ended  May  6.  Only  two  indicati 
in  the  latest  week  gave  positive  signals  for  future  economic  growth.  These  wi; 
lower  bond  prices  and  a  decline  in  the  number  of  business  failures.  On  the  negate 
side  were  lower  stock  prices  and  slower  growth  rotes  for  materials  prices,  real  est(i 
loons,  and  M2.  Before  calcutotion  of  the  four- week  moving  average,  the  inc; 
dropped  sharply,  to  209.3  from  211.0  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Utest 
week 

Week    %  Change 
ago     year  ago 

STEEL  (5/ 1 3)  thous.  of  net  tons 

1,955 

1,974  # 

-2.1 

AUTOS  15/13)  units 

159,466 

153,062r# 

-5.3 

TRUCKS  (5/13)  units 

83,375 

88,976r# 

-1.4 

ELEQRIC  POWER  (5/13)  millions  of  kilowatt-hours 

49,583 

50,803  # 

2.2 

CRUDE-OIL  REFINING  (5/13)  thous.  of  bbl./day 

13,083 

13,102r# 

-1.9 

COAL  (5/6)  thous.  of  net  tons 

1 8,885  # 

18,667 

6.4 

PAPERBOARD  (5/6)  thous.  of  tons 

729.6# 

726.4r 

-1.9 

PAPER  (5/6)  thous.  of  tons 

761. 0# 

754.0r 

3.0 

LUMBER  (5/6)  millions  of  ft. 

458.4  # 

491.6r 

-12.0 

RAIL  FREIGHT  (5/6)  billions  of  ton-miles 

19.7# 

20.0 

2.1 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Litest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/17) 

139 

135 

125 

GERMAN  MARK  (5/17) 

1.97 

1.91 

1.70 

BRITISH  POUND  (5/17) 

1.61 

1.67 

1.86 

FRENCH  FRANC  (5/17) 

6.68 

6.44 

5.75 

CANADIAN  DOLLAR  (5/ 17) 

1.19 

1.18 

1.24 

SWISS  FRANC  (5/17) 

1.76 

1.69 

1.42 

MEXICAN  PESO  (5/17)3 

2,458 

2,445 

2,300 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

in  units  per  U 

S.  dollar,  except  for 

PRICES 

latest 
week 

Week  ■ 
ago 

%  Change 
year  ago 

GOLD  (5/17)  $/troy  oz. 

371.900 

377.200 

-18.1 

STEEL  SCRAP  (5/16)  w  1  heavy,  $/ton 

115.50 

116.50 

2.2 

FOODSTUFFS  (5/ 1 5)  index,  1 967  =  1 00 

227.6 

225.6 

0.0 

COPPER  (5/13)  ^/Ib. 

132.1 

139.0 

25.2 

ALUMINUM  (5/13)  f /lb. 

101.0 

99.3 

-12.2 

WHEAT  (5/ 13)  #2  hard,  $/bu. 

4.62 

4.65 

49.5 

COTTON  (5/13)  strict  low  middling  1-1/16  in.,  ?/lb. 

63.08 

61.70 

3.2 

LEADING  INDICATORS 


Latest 

Week 

%  Chyt 

week 

ago 

yeai|c 

STOCK  PRICES  (5/12)  S&P500 

307.56 

308.18 

CORPORATE  BOND  YIELD,  Aaa  (5/12) 

9.69% 

9.73% 

.7 

INDUSTRIAL  MATERIALS  PRICES  (5/12) 

105.4 

105.2 

.? 

BUSINESS  FAILURES  (5/5) 

214 

220 

;.c 

REAL  ESTATE  LOANS  (5/3)  billions 

$322.2 

$321,9r 

.0 

MONEY  SUPPLY,  M2  (5/1)  billions 

$3,075.9 

$3,086.4r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/29)  thous. 

290 

303 

7 

II 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—  100),  Di-fi 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  secjn- 
olly  adjusts  data  on  business  failures  and  real  estate  loans.  i 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%Ch<|e 
year  I* 

HOUSING  STARTS  (Apr.)  annual  rate,  thous. 

1,361 

1 ,399r 

-16 

INDUSTRIAL  PRODUQION  (Apr.)  total  index 

141.1 

140.5r 

2 

PRODUCER  PRICE  INDEX  (Apr.)  finished  goods 

113.1 

112.6 

RETAIL  SALES  (Apr.)  billions  i 

n39.9 

$139.4r 

0 

Sources:  Commerce  Dept.,  Federal  Reserve,  BLS,  Censu* 

Bureau 

[MONETARY  INDICATORS  1 

Latest 
week 


Week 
ogo 


MONEY  SUPPLY,  Ml  (5/1) 

$781.7 

$786.9r 

BANKS'  BUSINESS  LOANS  (5/3) 

317.5 

314.4r 

FREE  RESERVES  (5/3) 

670r 

-377r 

!t>Ch«ie 
year* 

7 

2 
3 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansos  City  mkt.,  Memphis  mkt. 


NONFINANCIAL  COMMERCIAL  PAPER  (5/3) 

121.5 

119.0  21 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  f 
o  two-week  period  in  millions). 

ee  reserves, 

which  ore  expressecir 

MONEY  MARKET  RATES 

Latest 
week 

Week  Veoll 
ago  agil 

FEDERAL  FUNDS  (5/16) 

9.76% 

9.79%  7.0/. 

PRIME  (5/17) 

11.50 

11.50  9.0C 

COMMERCIAL  PAPER  3-MONTH  (5/16) 

9.37 

9.63  7.2C 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/17) 

9.55 

9.80  7.24 

EURODOLLAR  3-MONTH  (5/10) 

9.85 

9.89        7.34  ■ 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmi: 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA     Not  available         r  =  revised         NM  =  Not  meaningful 
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BORIAND'S  PARADOX  3.0 


InfoWorld,  April  10,  1989 


The  bottom  line  is  8.9 


InfoWorld  magazine  tested 
and  compared  multiuser  databases. 
With  a  bottom  line  score  of  8.9, 
Borland's  new  Paradox*  3.0  beat 
the  well-knowns  and  unknowns 
hands  down. 

So  read  what  InfoWorld's 
Report  Card  says  about  relational 
databases— and  if  you'd  like  to  try 
Paradox  3.0  first,  there's  one  more 
thing  you  can  do. 


Call  800-345-2888,  ext.  100. 
We'll  send  you  a  free  Trial  Version 
of  Paradox  3.0 
and  a  reprint      iffl  PARADOX 
of  InfoWorld 's 
multiuser  data- 
base review. 


BORLAND 


Code;  MP37 


Reprinted  with  permission  from  InfoWorld.  Paradox  is  a  registered  trademark  of  Borland  International.  Copyright  ^1989  Borland  International.  Inc.  All  rights  reserved.    BI 1326 


the 


Now  you  really  can  go  home  again!  With  today's  bestselling  titles,  you  can  experience  the 
sights  ...  the  sounds  ...  the  pleasures  of  the  way  we  were  as  Smokey  Robinson  celebrates  his 
singing  career  in  Smokey:  Inside  My  Life.  Just  listen  and  you'll  hear  the  Miracles  singing 
"Shop  Around"  and  "You  Really  Got  A  Hold  on  Me."  If  baseball  is  your  game,  catch  the  fever 
with  Yogi:  It  Ain't  Over.  Or  look  Inside  IBM  and  learn  the  secrets  of  its  dynamic  success  from 
the  international  personality  who  helped  catapult  it  to  one  of  the  leading  corporations  in  the 
world.  Or  take  any  of  20  walking  tours  with  New  York:  A  Guide  to  the  Metropolis  and  expe- 
rience New  York  City  the  way  it  was  ...  its  architecture  ...  its  famous  residents  ...  its  history. 

So  go  home  with  one  of  these  McGraw-Hill  bestsellers  and  relive  those  glory  days. 


Credit  card  holders  call  1-800-2-MCGRAW 


Available  at  your  hometown  bookstore. 


California  is  perfect  for 
flie  aerospace  industry 

So  why  has  McDonnell  Douglas 

Tandedlii|Lrizona? 


Could  it  be  the  state  next  door  has  just 
as  much  to  offer?  The  McDonnell  Douglas 
Helicopter  Company  made  their  decision 
after  evaluating  22  other  locations,  so  the 
answer  has  to  be  "yes." 

Some  of  the  factors  that  swayed  their 
decision  include  a  high  quality  engineering 
labor  base  —  (Metro  Phoenix  is  already 
home  to  over  40,000  aerospace  employees). 
Existing  support  industries.  And  affordable, 


plentiful  land  opportunities. 

Plus,  when  McDonnell  Douglas 
employees  were  offered  an  opportunity  to 
move  to  the  Valley  of  the  Sun,  they  jumped  at 
the  chance.  A  little  detail  that  says  quite  a 
lot  for  the  areas  quality  of  life. 

To  find  out  more,  contact  Salt  River 
Project.  We've  been  an  integral  part  of  the 
Valleys  growth,  providing  water  and  elec- 
tricity for  75  years.  Nobody  knows  more  about 


Phoenix  than  we  do. 

Call  or  write  Jim  Nelson  at  SRP,  PO. 
Box  52025,  Phoenix,  AZ  85072-2025, 
(602)  236-5088.  You'll  see  why  Phoenix  is 
the  best  choice  when  your  business  is  ready 
to  spread  its  wings. 


VALUE  YOU  CAN  COUNT  ON 


Introducing 
1^  a  telephone 
system  that  will  take  all 
your  telecommunications 
worries  away. 
GTE  CentraNet'  service, 
available  only  from 
the  telephone  company. 

CentraNet  is  an 
advanced,  digital  switch- 
ing service  that  comes 


don't  have  to  worry  about 
with  CentraNet  is  your 
phone  system  becoming 
obsolete.  We  constantly 
upgrade  our  central  office 
switch  with  the  latest 
technology.  So  your  tele- 
communications system 
always  remains  state-of- 
the-art. 

If  you've  been  putting 


Order  GTE  CentraNet  and 

you'll  have  someone 
watching  over  your  system 
twenty-four  hours  a  day 


directly  from  the  GTE 
central  otTice. 

Technicians  watch  over 
your  system  24  hours  a 
day.  And  the  digital  switch 
itself  is  programmed  to 
diagnose  potential  prob- 
lems before  they  happen. 
So,  most  problems  will  be 
eliminated  before  you 
notice  them. 

Another  thing  you 


ofl^ installing  a  new  system 
because  there's  too 
much  to  worry  about,  avoid 
installing  one  at  all. 
Make  GTE's  central  office 
your  communications 
choice.  And  we'll  do  the 
staying  awake  from 
now  on. 

For  availability  and 
more  information,  call 
1-800-325-6844. 


THE  POWER  IS  ON 


CTV  (  emraNcI*  scrvitc  is  a  rcgislcrcd  scr\  itctndrk  of  (i  Vt  Corp 


HOTLME 


Not  many  airlines  are  as  technologically 
advanced  as  Iberia. 

You'll  tiave  probably  noticed  it  in  Iberia's 
real  time,  computerised  sales  and  reservations 
— system,  and  in  our  impeccable 

service  All  ttie  result  of  rigorous  staff 
flf/m  training  programs, 
^Pf     Ttiat  must  also  be  wtiy  other  major 
^     europeon  airlines  rely  on  Iberia  to 
maintain  and  service  their  planes. 


There's  still  one  thing  our  technology 
hasn't  been  able  to  improve  upon  though. 
Our  hostesses'  smiles.  Their  warmth  and 
hospitality  is  absolutely  natural.  Right  from 
the  heart. 

Call  your  travel  agent  or  1-800-SPAIN-ia 


WARM  TO  THE  EXPERIENCE. 


ALL  OVER  HE  WORLD, 
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WHAT'S  GOnEN  INTO  THEM? 


EMC'S  ORION  Solid 
State  Disk  Subsystem. 

The  smallest  fastest 
most  reliable  Solid 
State  Disk  device 
available  Ttie 
ORION-ST  (pictured 
here)  stands  just  26 
tiigh  One  ORION 
Series  subsystem  con 
increase  ttie  power  of 
up  to  eight 
mainframes 
simultoneously. 


'  .i;MCE.W:EMCa«CEft1CE»C£MCEMC£MC£MCEMCe«CEMCEMCEMC£MCEMC£MC£MC£MCEMC 
K€£?«E?<CEMC6MCa«B«EMC£MC£MCe«CEMCEMCEMCEmCEMC£MCEM;E1WBACEtWffl 
.  :.«;E?^C£MC£MC£M££«Ca«S^C£f«EM€B«£iMGEMCEMCEMCEMCEMCE!^£fi«EfWEMCEl^ 
.;;^C-MC£MCE«CEMeMC€MC£MCEMCE«CEMC€fK£MCEMCeMC£MCEMCEMC£MC£MC£MCEMCEIf 
./u£MC£MC€MCfMCeMCfMC£»GeMCt«C€MC£MCE«5C£«CEMCEMC£MC£MC£MC£MCEMC£fi1CEMC£JlK 
:E!gS£?SCE5V5£B^CLMCtMCEMCEMCEMCE«C£MCEIW;Efl«EfylCEMCEMCEMCEMCEMCEMC£MC£!VK£MCE»l 


gic  thinking  that  extend  a  computi 
speed,  capacir\"  and,  yes,  hie  expectan 
EiMC's  products  boost  the  capabilit 
of  the  most  sophisticated  computer 
terns  manufactured  by  IBM,  Digit 
Hewlett-Packard  and  Wang, 
i^nd  EMC's  customers  include  mc 
than  half  of  the  Fortune  500. 

What's  gotten  mto  the  world's  larg 
computer  users? 

EMC.  The  one  computer  investme 
that  protects  all  your  others. 

For  more  information  about  turni  a 
vour  present  computer  into  a  bet 
computer,  call  us,  toll-free,  at: 

1-800-222-EMC2  Extension-6400.  % 


For  many  of  the  world's  major  corpo- 
rations, getting  a  better  computer  sys- 
tem doesn't  mean  getting  a  new  one. 
It  means  getting  more  performance 
out  of  the  computer  they've  already 
paid  for. 

And  where  do  these  large  computer 
users  turn  to  enhance  their  informa- 
tion assets-  To  a  company  called  EMC. 

EMC  Corporation  makes  faster,  more 
powerful  computer  systems  -  without 
making  computer  systems  at  all. 
Instead,  EMC  provides  the  memor\', 
storage  devices  and  system-wide  strate- 


(In  .>U ,  call 
508-435-10001 


EMC 
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BUSINESS  WEEK'S  CLASS  OF  '88 


Over  the  years,  BUSINESS  WEEK 
has  won  numerous  honors  for 
editorial  excellence — and  I'm 
happy  to  report  that  we  did  very  well 
again  this  time  around.  Eight  stories 
we  published  in  1988  won,  or  were  run- 
ners-up,  in  national  competitions. 

Markets  &  Investments  Editor  Gary 
Weiss  won  the  Deadline  Club  Award 
for  Public  Service  for  two  investigative 
stories:  "Is  a  new  scandal  building  on 
Wall  Street?"  (Oct.  24),  on  questionable 
practices  at  the  Per- 
shing Div.  of  Donaldson, 
Lufkin  &  Jenrette  Secu- 
rities Corp.;  and  "Did 
Schwab  play  fast  and 
loose  with  its  customers' 
shares?"  (Nov.  7). 

The  Oct.  24  Cover  Sto- 
ry, "Steve  Jobs:  Can  he 
do  it  again?"  won  the 
Computer  Press  Award 
for  news  in  a  general- 
interest  publication. 
Congratulations  to  for- 
mer staffer  Katie 
Hafner  (now  working  on 
a  book  on  computer  hackers)  and  San 
Francisco  Correspondent  Rich  Brandt. 
First  place  for  a  feature  went  to  "The 
software  trap"  (May  9),  Associate  Edi- 
tor Otis  Port's  Special  Report  on  soft- 
ware for  automation. 

An  eye-opening  article  on  the  prob- 
lems of  the  nation's  handicapped,  "The 
last  minority  fights  for  its  rights" 
(June  6),  won  the  National  Easter  Seal 
Society  Communications  Award.  Credit 
Philadelphia  Bureau  Chief  Joe  Weber. 


WEISS'S  WINNERS 


The  Overseas  Press  Club  cited  two 
Cover  Stories:  "Japan's  influence  in 
America"  (July  11)  and  "Reshaping  Eu- 
rope: 1992  and  beyond"  (Dec.  12).  Cor- 
respondents from  most  of  our  11  for- 
eign bureaus  contributed,  continuing 
BW's  tradition  of  distinguished  inter- 
national coverage. 

The  Sept.  12  Cover  Story,  "Middle 
managers:  Are  they  an  endangered 
species?"  was  a  finalist  in  the  Gerald 
Loeb  Awards,  sponsored  by  UCLA's 
John  E.  Anderson  Grad- 
uate School  of  Manage- 
ment. Associate  Editor 
John  Byrne  shares  cred- 
it with  Atlanta  Bureau 
Chief  Scott  Ticer  and 
Detroit  Correspondent 
Wendy  Zellner. 

Finally,  for  outlining 
the  threat  that  the  trou- 
bled education  system 
poses  for  the  U.  S.  econ- 
omy, our  Special  Report, 
"Human  capital"  (Sept. 
19),  won  honorable  men- 

  tion  in  the  Golden  Apple 

Awards  sponsored  by  New  York  State 
United  Teachers.  Hats  off  to  a  score  of 
editors,  led  by  Bruce  Nussbaum,  Aar- 
on Bernstein,  Liz  Ehrlich,  Karen  Pen- 
nar, and  Susan  Garland. 

This  is  an  impressive  list.  I'm  proud 
that  BW's  staff  continues  to  bring  you 
such  award-winning  stories. 


B'i 
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If  Our  HotelsMake  i^LbinessTravel 
Feel  IJke  AVacation,ImagineWhat  Our 
fesortsMakeAVacationFeellike. 

whether  business  takes  you  to  one  of  our  hotels,  or  pleasure  to  one  A- 
of  our  resorts,  at  Four  Seasons  you'll  always  enjoy  the  same  meticulous 
service  and  uncompromising  attention  to  yourpersonal  comfort,    pQUf  563SOnS 

Making  us  a  perfect  escape  from  the  rigors  of  a  pressure-  ini-awNnnoreiiAND 
filled  world.  Should  that  escape  last  weeks,  or  merely  overnight.     reshrtsOi  OlrTiml 

CN/Y/'O  STATES  Auilin.  Bmlm.  Chiuigo.  Chiia^iitThe  RiU-C^rllon),  ll<ii,\lmiCe>l!a').  Hiiuilim  [Inn  un  ihe  Park  I.  LiuAnge/ei. 
Nni'  York  (The  Pinrc).  Ntwporl  BcaihCa/:fiima,  PkdaJe/phia.  Sun  Frammii.  Seallk.  Waihiaglan  DC.  CANADA  Mimlreal 
tUQtiulnSaiumi).  Olluwii.  Timinlo.  Tmnlal  Inn  an  the  Park).  Vamiiuitr  UNITED  KINCDQM  UnJm  I  hn  mi  !hr  Part ).  JAPAN 
TiikyiillWI)  RESORTS  CarihheanlNa-n.  \X'  I  .  199(1).  Dallai(Las  Colinai).  Maui  iV'ailia.  1'>H9I.  Sania  Barbara  (The  Billimre). 

t.anaJalMinaki  l.«Jf;>)  E'lr  r.urialiMii  nilheU  S  lalllHIIOI  U2-U-42.  in  CariaJa  ca// 1  HOD )  2(>H-<>JKJ  «i  lalhmr  Irarel  af.enl . 


©  iyS9  I  our  Seasons  Hotels  l  id 


BusinessWeek  Travel  Facts 


DID  YOU  KNOW?  Business  Week's  next  Steve  Birnbaum 
edited  Frequent  Traveler  Section  is  scheduled  for  the 
October  30,  1989  issue.  Closing  is  Septennber  18.  For 
more  information  call  your  Business  Week  Representative 
or  John  Holden  at  (212)  512-6394. 


AN  OUT-OF-WHACK  PIECE 
OF  CONVENTIONAL  WISDOM 


t 

■?jf 
ou 


Three  cheers  for  Robert  Kutt 
("Economists  really  should  get 
more  often,"  Economic  Viewpoint, 
24).  The  refusal  of  economists  to 
around  and  acknowledge  evidence 
conflicts  with  conventional  wisdom  v. 
gles  the  mind.  j 
To  the  examples  Kuttner  cites,  letk 
add  another.  Theory  says,  all  else  bei: 
equal,  high  interest  rates  discour|i 
credit  demand.  True  enough.  But  s 
financial  deregulation,  all  else  is  n 
festly  not  equal,  and  credit  demand  |g 
exploded  at  the  highest  sustained 
and  nominal  interest  rates  in  our  hist 

After  deregulation,  banks  launc  * 
the  most  aggressive  credit  marke' 
campaign  in  their  history.  It  feati 
soft  credit  terms  and  is  clearly  moti 
ed  by  those  same  high  rates  and  den  » 
lated  usury  limits.  Soft  terms  (not! 
down  and  low  monthly  payments)  t 
mask  the  cost  of  high  rates  to  the 
rower.  Moreover,  they  reduce  the 
come  needed  to  qualify  for  a  given  k 
Thus,  soft  terms  and  high  rates 
clearly  inflationary,  both  from  the 
mand/pull  and  cost/push  side. 

Bankers  freely  admit  they  would  w 
draw  from  revolving  consumer  b£ 
card  credit  if  very  low  usury  limits  w 
imposed.  They  also  make  it  plain 
they  are  willing  to  finance  LBOs  and 
friendly  takeovers  only  at  the  high  n 
and  fat  fees  they  can  now  charge. 

Yet  most  economists  insist  on  cit 
the  conventional  wisdom  that  high  ra 
discourage  credit  demand.  They  ref 
to  acknowledge  the  inflationary  eleph 
of  soft  terms  charging  around  in 
economy. 

William  M.  Wall 
Chief  Research  Econor 
Boeing  Commercial  Airplail 
Seal 


B-52S  HAVE  REACHED 
RETIREMENT  AGE  

The  contention  in  your  comment.! 
that  the  B-52,  armed  with  cruise  n| 
siles,  can  carry  out  a  deterrent  miss' 
for  an  indefinite  period  ("Why  t 
stealth  bomber  should  really  become 
visible,"  Top  of  the  News,  Apr.  17) 
flawed  by  the  fact  that  these  aircr 
are  already  in  the  28-  to  32-year  a  Jfix 
bracket.  The  B-52  "G  and  H"  series  hs 
had  many  modifications  to  improve  thr 
capability  and  structural  strength,  It 
they  will  not  remain  safe  to  fly  for  ;(- 
other  three  decades.  ~ 

Also,  you  ignored  the  fact  that  a 
duction  in  nuclear  arsenals  is  under  w/ 
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Our  control  technology  makes 
airplanes  smart  and  pilots  even  smarter. 


Piloting  an  airplane  is  one  of  the  most 
lemanding  jobs  in  the  world.  There  are 
lundreds  of  decisions  to  make,  even  on  the 
,  nost  routine  of  flights. 

For  more  than  half  a  century,  Honeywell 
iias  been  a  guiding  force  in  the  cockpit.  At 
he  touch  of  a  button,  pilots  can  determine 

DHoneywell  Inc  1989 
julfstream  IV  Cuuriesv  of 
juifstream  Aerospace  Corporation 


the  most  efficient  route  and  receive  detailed 
weather  information. 

It's  a  wealth  of  information  that  lets 
them  make  faster  decisions.  Better-informed 
decisions. 

Honeywell  is  the  world's  leader  in  control 
technology  providing  products,  systems  and 

Honeywell 

HELPING  YOU  CONTROL  YOUR  WORLD 


services  for  homes  and  buildings,  industry, 
space,  aviation  and  defense. 

Honeywell  control  technology  lets  you 
live  and  work  smarter  Whether  you're  on 
the  ground.  Or  miles  above. 

For  more  information  please  call: 
l-(800)-345-6770  ext.  1528. 
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Sun  worshippers  rely  on  sun- 
screens, suntan  lotions,  and 
moisturizers. 

But  here's  the  inb. 
Oil  and  water  don't  mix. 
So  manufacturers  of  per- 
sonal care  products  use 
emulsion  stabilizers  to  keep 
oil  and  water  from  separat- 
ing and  to  keep  oil  uniformly  sus- 
pended in  dispensers. 

We  developed  Carbopol® — a  key  emulsion  stabilizer 
—back  in  the  '50s.  Our  newest  version— Quickbreak'-'— 
allows  fast  and  even  application  to  the  skin. 

Today,  many  multinational  cosmetic  companies 
formulate  their  largest  selling  brands  with  Carbopol. 


Carbopol  is  just  one  of  the  many  high- 
performance  resins  and  special-purpose  products  prO' 
duced  by  our  Specialty  Chemical  business  segment. 
1988,  more  than  one-third  of  specialty  chemical  reve 
nues  came  from  outside  North  America.  And  despite 
substantial  investments  in  Rfer'D,  operating  income 
rose  a  hearty  20  percent. 

Overall  last  year,  BFGoodrich  earnings  grew  ov 
80  percent  to  $196  million.  Return  on  equity  was  19 
percent.  And  our  debt-to-capital  ratio  was  23  perceri 

Which  made  our  $2.4  billion  company  one  of  tl 
healthiest  under  the  sun. 


BFGoodrich 

Chemicals  and  Aerospace 


may  lead  to  elimination  of  strategic 
iles  in  the  coming  decade.  Given  the 
time  to  develop  a  modern  aircraft 
n  six  to  eight  years),  there  will  not 
,ime  to  build  a  new  bomber  fleet 
|i  lid  the  need  arise.  The  B-IB  fleet  is 
large  enough  to  carry  out  the  stand- 
nission  outlined,  and  therefore  a  re- 
sment  for  the  B-52s  must  be  built  if 
ire  to  maintain  a  conventional  weap- 
capability  together  with  a  platform 
the  cruise  missile. 

Robert  McGowan 
Chandler,  Ariz. 

Y  SOUTHERN  CALIFORNIA  IS 
iRGED  UP  ABOUT  ELECTRIC  CARS 


rr 


ome  foggy  ideas  mar  this  clean-air 
*plan"  (Editorials,  Apr.  3)  graphical- 
5scribes  air  pollution  problems  in  the 
Angeles  area.  But  while  belittling 
plan  to  have  40%  of  all  cars  burn 
n  fuels  or  run  on  electricity  by  the 
•  2007,  you  conveniently  overlook  the 
that  in  1986,  81.6%'  of  all  air  emis- 
s  in  the  South  Coast  Air  Basin  origi- 
■d  from  transportation. 
"Request  for  Proposal"  sponsored 
the  Los  Angeles  Water  &  Power 
t..  Southern  California  Edison,  and 
Los  Angeles  City  Council  would 
e  10,000  electric  vehicles  on  South- 


CORRECTION  &  CLARIFICATION 

The  article  "Blacking  out  bright  light  in 
a  flash"  (Developments  to  Watch,  May 
8)  referred  to  welders'  helmets  made  by 
"Gorvus  Corp."  The  correct  name  of 
that  company  is  Gor-Vue  Corp. 


ern  California's  streets  by  August,  1995. 

[This  will  diversify]  American  energy 
sources  and  will  make  us  less  dependent 
on  foreign  petroleum  and  improve  the 
nation's  balance  of  payments. 

Marvin  Braude 
Councilman,  City  of  Los  Angeles 

FORGET  PROFIT-SHARING 
—JUST  LEND  WORKERS  AN  EAR 

Worker  participation  in  modern  in- 
dustry isn't  new  ("Want  to  boost 
productivity?  Try  giving  workers  a  say," 
Economic  Viewpoint,  Apr.  17).  It's  as  old 
as  W.  Edwards  Deming  helping  Japan 
recover  from  World  War  II.  The  Brook- 
ings Institution  didn't  need  a  conference 
to  investigate  the  eff'ect  of  profit-shar- 
ing on  productivity,  and  the  evidence  is 
not  "sketchy."  Read  Thomas  J.  Peters' 
In  Search  of  Excellence  or  Richard  J. 
Schonberger's  Japanese  Manufactur- 
ing Techniques. 
Alternative  pay  systems  don't  create 


productivity,  and  increased  productivity 
doesn't  take  increased  capital  invest- 
ment or  alternative  pay  plans.  The  in- 
vestment must  be  in  time  and  efi'ort  to 
nurture  employee  attitudes,  empowering 
them  to  make  long-term  industrial 
changes. 

Forget  alternative  pay  for  employees. 
Just  listen  to  them. 

F.  H.  Sherry 
Edina,  Minn. 

BATTLING  DRUGS  AT 

THE  BANK  DEPOSIT  WINDOW 

Regarding  "Getting  banks  to  just  say 
'no'  "  (Top  of  the  News,  Apr.  17):  If 
two  or  three  deposit-hungry  executives 
of  major  money-center  banks,  operating 
through  either  their  domestic  offices  or 
foreign  offices,  were  jailed  because  their 
banks  accepted  drug  money  deposits,  a 
very  inexpensive  and  important  battle  in 
the  "war  on  drugs"  would  be  won. 

Lewis  N.  Wolff 
Wolff'  Sesnon  Buttery 
Los  Angeles 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


With  the  way  some  facsimiles  make  you  wait, 


I  Come  see  the  Canon  Greater  HarMord  Open 
July  6-9,  Of  watch  it  on  CBS  Television 
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THE  BOOKS  OF  SUMMER: 
AN  ALL-STAR  LINEUP 


e; 


I  very  Memorial  Day  you  make 
yourself  the  same  promise:  This 
lis  the  summer  you'll  catch  up  on 
all  the  important  new  books.  And  ev- 
ery Labor  Day  you  pack  up  the  hand- 
ful of  paperbacks  you  grabbed  at  the 
airport  or  train  station,  wishing  you'd 
been  better  organized. 

Here's  help — BUSINESS  week's  guide 
to  the  best  of  recent  and  coming  re- 
leases. If  your  goal  is  to  leave  the 
office  behind,  there's  a  wide  selection 
of  books  from  sports  to  sociology.  And 
if  you  like  your  reading  "relevant," 
there  are  entries  proving  that  even  an- 
other look  at  the  budget  deficit  can  be 
rewarding. 

HISTORY  

Forests  have  been  decimated  for  books 
commemorating  this  year's  bicentenni- 


al of  the  French  Revolution,  but  two 
popular  histories  stand  out  from  the 
crowd.  Citizens  by  Harvard  Universi- 
ty's Simon  Schama,  already  a  best-sell- 
er, turns  conventional  accounts  of  the 
revolt  upside  down  by  concentrating 
on  the  viciousness  of  the  mobs  and  the 
virtues  of  the  monarchy  they  hated. 
Schama  argues  that  far  from  clinging 
to  an  obsolete  order,  France's  rulers 
had  a  passion  for  modernism.  The 
changes  they  wrought  contributed 
greatly  to  the  political  and  social  tur- 
moil that  ended  in  so  much  bloodshed. 
Closer  to  the  mainstream,  biographer 
Olivier  Bernier's  Words  of  Fire, 
Deeds  of  Blood  uses  portraits  of  key 
personalities  on  both  sides  of  the  con- 
flict to  bring  the  period  to  life.  As  the 
title  suggests,  this  is  a  vivid  review 
of  populist  rhetoric,  the  idealism  of 


enlightened  statesmen,  and  the  terr 
ist  tactics  of  those  they  inflamed 

Rather  read  about  America?  Ti 
Crosswinds  of  Freedom  is  the  fii| 

volume  of  James  MacGregor  Burn' 
trilogy.  The  American  Experiment,  ij 
covers  the  years  from  Roosev' 
through  Reagan  with  encyclopedic  l 
fast-paced  political  and  social  commi 
tary.  Burns  approaches  U.  S.  histc 
as  an  ongoing  struggle  to  balance 
tonomy  against  world  influence  a 
prosperity  against  fairness.  In  taki 
us  from  1933  to  the  election  of  Geor 
Bush,  the  book  gives  a  strong  sense 
drama  in  progress. 

In  American  Genesis,  sociolog 
Thomas  P.  Hughes  has  hearteni  'f\ 
words  for  those  who  fret  about  U. 
competitiveness.  Hughes's  theory 
that  the  century  from  1870  to  1970  w| 
the  most  innovative  in  human  histo 
And  he  doesn't  think  American  ingeij* 
ity  has  faded  a  bit. 

A  difi'erent  kind  of  chronicle  is  L 
stick  Traces  by  journalist  and  mu 
critic  Greil  Marcus.  Subtitled  A  Sec 
History  of  the  20th  Century,  his  ill 
trated  annals  of  underground  mo 
ments  in  politics  and  art  are  higl 
original.  Marcus  assembles  the  doi 


you'd  think  that  you  had  nothing  better  to  do  wi 


No  matter  how  fast  a  high-performance  facsimile  transmits, 
it  doesn't  matter  if  you  have  to  wait  for  it  to  perform.  Waiting  for  an 
incoming  fax  to  print.  Waiting  for  the  line  to  clear.  Waiting  while 
your  document  is  scanning. 

Waiting.  Waiting.  Waiting. 

But  with  a  Canon  FAX- 705,  you  don't  have  to  wait  at  all.  Because 
the  FAX- 705  works  as  hard  as  you  do.  With  performance  features 


that  let  you  do  the  work  of  several  facsimiles  at  once. 

While  someone  else  is  receiving  a  fax,  you  can  be  sending  one 
Or  while  you're  storing  or  receiving  documents  in  memory,  you  i 
also  record,  print  or  make  copies  of  other  documents. 

You  no  longer  need  to  wait  for  the  fax  to  transmit  your  original 
before  removing  them,  either.  With  InstaScan,  your  document  c 
read  and  stored  in  memory  in  just  4  seconds* 
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its  of  cultural  dissidence,  from  Da- 
;t  poetry  to  rock  lyrics,  and  comes 
with  the  notion  that  there  may  be  a 
1  of  collective  unconscious  of  re- 
,.  Since  he  begins  and  ends  with  an 
rageous  British  punk  rock  band, 
Sex  Pistols,  the  idea  has  consider- 
;  shock  value. 


nchair  tourists  can  look  forward  to 
magnificent  trips.  Time  Among 
Maya  by  Ronald  Wright  is  an  od- 


yssey  through  Central  America,  where 
5  million  Maya  still  maintain  much  of 
their  ancient  culture.  The  Canadian  au- 
thor's adventures  in  Belize,  Guatema- 
la, and  Mexico  range  from  the  mystical 
to  the  maudlin,  and  his  prose  has  a 
gripping  immediacy. 

By  contrast,  Ian  Buruma  keeps  the 
personal  sentiment  to  a  minimum  in 
God's  Dust:  A  Modern  Asian  Jour- 
ney. Instead,  he  takes  a  hard  look  at 
the  identity  crises  of  eight  Asian  na- 
tions as  they  learn  "to  be  modern  with- 
out losing  [their]  cultural  sense  of 
self."  Buruma  is  politically  sophisticat- 
ed and  well-versed  in  Asian  history. 
His  dispassionate  picture  may  be  an 
eye-opener  to  anyone  who  still  roman- 
ticizes the  "exotic"  East. 

PEOPLE  

In  place  of  blockbuster  biographies  are 
a  number  of  books  that  use  famous 
lives  to  typify  a  place  and  time.  The 
Vanderbilt  Era,  by  the  prolific  Louis 
Auchincloss,  is  a  group  portrait  of  the 
big  spenders  who  dominated  the  Amer- 
ican plutocracy  in  the  decades  before 
World  War  I.  Similarly,  in  Otto  the 
Magnificent,  biographer  John  Kobler 
turns  the  life  of  Otto  Kahn,  the  immi- 
grant financier  who  became  a  high- 
powered  investment  banker  and  arts 


patron,  into  a  saga  of  America's  gilded 
age.  If  the  U.  S.  had  a  renaissance, 
these  were  its  Medicis;  and  the  authors 
have  a  good  time  showing  how  a  hand- 
ful of  families,  hell-bent  on  leaving  a 
mark  with  their  money,  sometimes 
succeeded  all  too  well. 

The  fascinating  Chaplin  and 
American  Culture,  by  film  scholar 
Charles  J.  Maland,  traces  the  love-hate 
relationship  between  a  star  and  his 
public.  Readers  who  are  not  daunted 
by  Maland's  academic  approach  will 
learn  as  much  about  American  preju- 
dices and  politics  as  about  the  exile 
clown's  persona  on  and  off^  the  screen. 
Another  legendary  figure,  the  enig- 
matic "Lawrence  of  Arabia,"  speaks  in 
his  own  voice  in  T.  E.  Lawrence:  The 
Selected  Letters,  edited  by  Malcolm 
Brown.  The  30-year  correspondence  is 
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likely  to  end  much  speculation  about 
his  military  exploits,  espionage  career, 
and  private  life.  Finally,  the  18  profiles 
in  John  Mersey's  Life  Sketches  add 

up  to  a  journalistic  tour  de  force.  The 
personalities  range  from  John  F.  Ken- 
nedy to  an  illiterate  Army  private,  the 
dates  from  1944  to  1988.  Hersey  based 
e.ich  sketch  on  personal  encounters 
with  his  subjects,  and  the  book  repre- 
sents a  career's  worth  of  new  and  bril- 
liant writing. 

BASEBALL  

Baseball  lovers  are  in  for  two  treats. 
Journalist  David  Halberstam's  Sum- 
mer of  '49  (BW— May  22),  uses  the 
1949  Yankees-Red  Sox  playoffs  as  a 
starting  point  for  a  nostalgic  tribute  to 


postwar  America.  Baseball  fans  will 
enjoy  his  close  coverage  of  the  games, 
and  Halberstam  fans  will  relish  his  dis- 
cussions of  the  days  before  sports  and 
business  became  as  closely  entwined 
as  they  are  now. 

The  Progress  of  the  Seasons  by 
novelist  George  V.  Higgins  evokes  the 
same  period,  but  in  a  much  more  per- 
sonal tone.  Covering  40  years  of  Red 
Sox  history,  the  book  is  a  paean  to 
Fenway  Park  and  to  the  profound  ef- 
fect that  baseball  and  its  heroes  once 
had  on  little  boys — especially  in  Bos- 
ton, but  probably  all  over  the  country. 

SCIENCE  

Science  buffs  who  weren't  quite  up  to 
James  Gleick's  Chaos  last  year  can  in- 
dulge their  passion  for  particles  with  a 
very  accessible  alternative.  In  Turbu- 
lent Mirror,  authors  John  Briggs  and 
F.  David  Peat  show  how  random  phe- 
nomena can  suddenly  turn  predict- 
able— and  vice-versa.  And  they  sug- 
gest that  "chaos  theory"  might  help 
explain  events  as  diverse  as  the  stock 
market  crash  of  October,  1987,  and 
persistent  traffic  jams. 

For  those  more  biologically  inclined, 
Blueprints:  Solving  the  Mystery 
of  Evolution  by  Maitland  A.  Edey 


and  Donald  C.  Johanson  is  a  super- 
readable  history  of  genetic  theory, 
from  Darwin  to  modern  dna  research. 
The  authors  are  famous  for  Lucy,  the 
account  of  the  3  million-year-old  homi- 
nid  skeleton  Johanson  found  in  Ethio- 
pia, and  they  know  how  to  tell  a  story.  • 

BUSINESS  

Business  books  this  season  run  the 
gamut  from  macroeconomics  to  man- 
agement. From  Robert  Heilbroner  and 
Peter  Bernstein  comes  a  slim  volume. 
The  Debt  and  the  Deficit:  False 
Alarms/Real  Possibilities,  that 
clears  away  much  confusion  and  dis- 
pels many  popular  myths.  If  Ameri- 
cans are  going  to  worry  about  living 
beyond  their  means,  suggest  the  au- 
thors, they  had  better  be  worrying  for 
the  right  reasons.  No,  deficits  are  not 
about  to  bring  the  economy  tumbling 
down.  In  fact,  they  may  continue  to  be 
engines  of  growth.  But  debt  must  be 
managed  to  be  constructive,  and  this 
book  is  a  primer  on  such  responsible 
management. 

The  Invisible  Powers  by  John  J. 
Clancy,  a  computer-industry  veteran 
who  now  runs  software  startup  Va- 
lisys,  examines  the  images  that  compa- 
nies use  to  describe  their  goals  and 
strategies.  Clancy  draws  on  an  unusu- 
al mix  of  material,  much  of  it  linguis- 
tic, to  describe  how  corporations  are 
perceived,  how  they  motivate  their  em- 
ployees, and  how  they  approach  prob- 
lem-solving. Arguing  that  the  meta- 
phors currently  in  use  are  fast 
becoming  obsolete,  he  urges  business 
leaders  to  rethink  corporate  culture — 
or  risk  extinction. 

Two  first-person  narratives  take  inti- 
mate looks  at  a  couple  of  companies 
that  have  nothing  in  common  except 
enormous  wealth  and  clout.  Inside 
IBM:  A  Personal  Story  by  Jacques 
Maisonrouge  is  a  cheerful  account  of 
the  computer  giant's  global  expansion, 
from  the  first  non-American  to  serve 
on  its  board  of  directors.  Maison- 
rouge's  optimism  is  largely  the  result 
of  his  own  success  in  the  company,  and 
even  readers  not  particularly  interest- 
ed in  IBM  may  be  inspired  by  his  story. 
Coming  from  the  opposite  direction  is 
Patrick  Reynolds'  The  Gilded  Leaf: 
Triumph,  Tragedy,  and  Tobacco. 
The  antismoking  black  sheep  of  the 
R.  J.  Reynolds  dynasty  rips  into  his 
family  with  all  the  passion  one  would 
expect  from  a  disinherited  heir.  Almost 
incidentally,  he  produces  a  lively  corpo- 
rate history  that  may  make  some  folks 
at  Kohlberg  Kravis  Roberts  &  Co. 
wonder  just  what  they  have  gotten 
themselves  into. 

Esquire  columnist  Stanley  Bing  may 


have  the  last  word  in  summer  busin<j 
reading.  His  Biz  Words,  a  paperba 
not  much  bigger  than  a  memo  pad,  ij 
lexicon  of  corporate  jargon  that's  ra 
ly  an  ethics  guide  in  disguise.  BJ 
essays  on   such  office  practices 
back-stabbing,  passing  the  buck,  i 
sexual  harassment  offer  excellent 
vice.  But  Bing's  book  is  better  tlj 
wise — it's  hilarious. 

FICTION  

The  news  in  novels:  John  le  Cal 
brings  the  superpower  spy  story  ii 
the  age  of  glasnost  in  The  Rusi 
House.  Complete  with  post-Cold 
romance,  this  thriller  suggests — wilt- 
out  being  in  the  least  preachy — hij 
dangerous  it  may  be  to  hold  on  n  , 
meaningless  stereotypes  and  unfoujgrei 
ed  mistrust.  In  Polar  Star,  Mam 
Cruz  Smith's  sequel  to  Gorky  Parkk 
U.  S.-Soviet  fishing  venture  in  the  llH 
ring  Strait  turns  into  a  murder  consp 
acy  that  blurs  the  classic  ideologi| 
lines.  Detective  Arkady  is  as 
as  ever,  always  finding  equal 
sures  of  stupidity  and  cunning  on  h\ 


sides  of  the  Russian-American  con 

An  absorbing  coming-of-age 
by  John  B.  Schwartz,  Bicycle  Da. 
describes  the  adventures  of  a  yo 
man  who  spends  a  year  working 
U.  S.  computer  company  in  Toki). 
In  trying  to  master  Japanese  mannta. 
the  hero  winds  up  making  more  prj- 
ress  on  the  path  to  self-knowlecju 
and  self-control  than  he  possibly  cold 
have  back  home.  And  those  who  wo 
that  they  never  read  every  word^ 
War  and  Peace  can  assuage  tYV 
guilt  with  a  new  book  of  stories  f 
Tolstoy's  grandniece,  Tatyana  Iv- 
staya.  Already  much  admired  in  j£ 
Soviet  Union,  she  makes  her  U.  S.  lilr 
ary  debut  with  On  the  Goldit 
Porch,  a  witty  collection  that  is  tra*' 
lated  with  style. 

BY  JOAN  WAR 
Assistant  Copy  Chief  Warner  is  curre 
editing  the  Books  section. 


16  BUSINESS  WEEK/MAY  29,  1989 


»y. 


I  years  of 
ening  doors  for 
erican  business 
d  investors 


Three  keys,  a 
Triple  A  and 
opportunity 
knocking. 


By  any  standards,  Swiss 
Bank  Corporation's  first  50  years 
in  America  have  been  golden. 
Since  opening  our  first  office  in 
the  U.S.  in  1939,  we  have 
grown  in  size,  in  strength  and 
in  our  capability  to  serve  our 
American  clients— marketwide, 
industrywide,  nationwide, 
worldwide. 


These  "Triple  A"  ratings 
reflect  our  strength,  our  ability 
to  see  our  clients'  goals 
through— in  wholesale  com- 
mercial banking,  global  asset 
management,  investment 
banking,  and  trading  and  dol- 
lar funding  capacities.  We  are, 
for  example,  a  major  lender 
and  syndicator  to  American 
business,  creating  innovative 
off-balance-sheet  securitiza- 
tion packages,  acquisition  and 
restructuring  financing.  We 
also  offer  all  forms  of  tradi- 
tional bank  loans  and 
commitments.  Our  New  York 
branch  is  among  the  leading 
lenders  of  foreign  bank 
branches  in  the  U.S. 


Today,  Swiss  Bank  Corpora- 
tion in  America  numbers  some 
1,600  people  with  nine  offices 
coast  to  coast.  We  also  give 
our  U.S.  clients  a  world  view 
second  to  none  with  over 
21,000  people  in  300 
branches,  subsidiaries  and 
representative  offices  on 
five  continents. 


Now,  we  are  opening  new 
doors  for  our  American  busi- 
ness partners  and  clients.  The 
new  doors  of  the  Swiss  Bank 
Tower— our  36-story  office 
building  now  under  construc- 
tion in  the  heart  of  midtown 
Manhattan,  And  the  new  doors 
of  222  Broadway  which  will  be 
home  to  two  new  trading 
rooms  equipped  with  state-of- 
the-art  capabilities,  including 
sophisticated  analytics, 
satellite  communications  and 
networked  data  processing 
undreamed  of  in  1939. 


Key  to  our  success  is  our 
faithful  adherence  to  three 
business  values— confidence, 
security  discretion.  These  val- 
ues, symbolized  by  the  three 
golden  keys  in  our  corporate 
logo,  have  served  and  con- 
tinue to  serve  our  business 
partners  and  clients  well.  We 
are  one  of  only  a  handful  of 
banks  in  the  world  rated  AAA 
by  Standard  and  Poor's,  and 
Aaa  by  Moody's. 


50  years  of  opening  doors 
for  American  business  and 
investors-it's  a  lot  to  be  proud 
of  and  a  lot  to  build  on  in  the 
next  50  years  to  come. 


Swiss  Bank 
Corporation 

New  York,  Atlanta.  Chicago,  Dallas,  Houston, 
Los  Angeles,  Miami,  San  Francisco 


Economic  Viewpoint 


A  TALE  OF  TWO 
COUNTRIES: 
WHY  CHILE 
BOOMS  AS 

PERU  SWOONS 


In  Santiago,  businesses 
sprout  daily,  and 
unemployment  is  down 
to  5.9%.  But  in  Lima, 
businesses  are  folding 
in  record  numbers, 
and  the  newly  poor  are 
too  numerous  to  count 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E.  SIMON  CHA  R  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


Peru,  under  democratic  rule  since 
1980,  is  on  the  verge  of  economic 
collapse.  Chile,  shackled  for  years 
with  a  dictatorship,  is  an  economic  suc- 
cess story.  Yet,  Peru's  failures  are  not 
those  of  democracy,  and  Chile's  success- 
es not  those  of  dictatorship.  While  Peru 
has  fought  individual  initiative  with  so- 
cialization and  bureaucracy,  Chile  has 
harnessed  the  market  economy,  partly 
by  encouraging  individual  incentives. 

Last  year,  Chile's  real  gross  national 
product  expanded  by  7.3%,  while  the  Pe- 
ruvian economy  contracted  by  7.5%.  San- 
tiago, the  Chilean  capital,  is  experiencing 
a  construction  boom  comparable  to  the 
Washington  metropolitan  area,  while 
one  needs  eagle  eyes  to  spot  new  con- 
struction in  Lima. 

New  businesses  sprout  daily  in  Chile; 
in  Peru,  established  businesses  are  fold- 
ing in  record  numbers.  From  September 
to  March,  Peru  lost  more  than  500,000 
jobs.  According  to  estimates  by  econo- 
mist Roberto  Abusada  in  the  news  mag- 
azine Caretas.  Peruvian  production  fell 
25%  during  that  period.  In  contrast,  Chil- 
ean unemployment  fell  to  a  new  low  of 
5.9%,  a  world-class  performance. 

Chile  has  built  up  thriving  manufac- 
turing and  agricultural  sectors,  reducing 
the  proportion  of  its  exports  obtained 
from  the  mining  sector  to  40%.  Endowed 
with  a  resource  base  similar  to  Chile's, 
Peru  has  neither  diversified  its  economy 
nor  maintained  earlier  levels  of  produc- 
tion of  its  traditional  exports.  Strikes 
bog  down  the  mining  sector  in  Peru, 
accounting  for  about  half  of  exports. 
Traditionally  a  leader  in  the  export  of 
fish  and  fish  products,  Peru  has  been 
surpassed  by  Chile  by  a  ratio  of  2  to  L 
CREATING  CONVERTS.  In  Peru,  the  mon- 
eyed class  is  exiting  en  masse,  taking 
their  remaining  capital  to  Miami,  Los 
Angeles,  or — in  a  new  twist — to  Santia- 
go. Chile,  however,  has  attracted  $2.4 
billion  in  flight  capital  back  home.  A 
class  of  newly  rich  has  emerged  in  Chile, 
while  Peru's  newly  poor  are  countless. 

The  failing  Peruvian  economy  is  creat- 
ing new  converts  among  the  hungry 
masses  to  the  Maoist  terrorist  group 
Sendero  Luminoso  ("Shining  Path"). 
Terrorists  bomb  targets  and  kill  govern- 
ment officials  with  regularity.  Crime  is 
rampant  in  Lima,  with  thieves  and  mug- 
gers taking  over  the  streets.  Inflation  is 
at  hyperinflation  levels  of  7,000%c  a  year. 
Predictions  of  civil  war  or  a  military 
coup  are  on  everyone's  lips. 

Peru's  270  government-owned  compa- 
nies gobble  up  half  the  nation's  budget. 
Worse,  the  poor  end  up  paying  the  price 
for  inefficient  state-owned  monopolies: 
The  Peruvian  government  prints  money 
to  pay  public  salaries,  causing  the  hyper- 
inflation that  hits  the  poor  hardest. 


IT 


Peruvians  take  little  solace  in  the  fit 
that  they  enjoy  more  political  liberts 
than  do  Chileans,  who  after  all  live  \- 
der  a  regime  with  a  repressive  humi 
rights  record.  Instead,  they  openly  en; 
Chileans'  economic  freedoms.  In  Chilei 
business  can  be  registered  in  a  day  al 
money  invested  without  fear  of  gove  - 
ment  confiscation,  but  Peruvians  mu 
wend  their  way  through  governm(,* 
monopolies  and  restrictions  that  foi> 
many  legitimate  businesses  to  operate  i 
the  underground,  if  at  all.  Hernando  i 
Soto,  former  managing  director  of  1- 
ru's  Central  Reserve  Bank,  reports  i 
his  book.  The  Other  Path,  that  it  toi 
289  days  of  wading  through  red  tag' 
and  si, 231  in  bribes — 32  times  tj 
monthly  minimum  wage — to  legally  !t 
up  a  small  garment  facton,-  in  Lima. 
BANK  CONTROLS.  Chilean  strongman  I- 
gusto  Pinochet  has  protected  privje 
property  rights  with  constitutional  - 
forms  designed  to  outlast  his  rule.  Is 
central  bank  of  Chile  is  prohibited  fno 
lending  money  to  the  government  umr 
any  circumstances  other  than  a  state  f 
war,  thus  preventing  Santiago  fromi- 
nancing  budget  deficits  by  printing  m'i- 
ey.  Consequently,  Chilean  inflation  s 
12%  a  year,  low  for  the  region. 

While  Peru  built  up  the  state  sect", 
Pinochet  took  on  the  entrenched  Chika 
bureaucracy  and  won.  Since  1973,  hie 
dreds  of  state  companies  have  been  p- 
vatized  and  encouraged  to  compce 
against  state  enterprises.  The  natioii 
pension  system  was  privatized,  and  y 
day  about  70%  of  the  pension  systems 
in  private  hands  and  funded  with  .st(k 
ownership,  thus  creating  a  popular  rerr 
tance  to  renewed  socialization. 

Their  livelihoods  disappearing.  Pent- 
ans  are  increasingly  aware  of  Chils 
success.  Recently,  a  Peruvian  diplonA 
in  Washington  was  fired  for  articulat? 
the  view  that  Peru  needs  a  Pinochet.  ^  X 
many  Peruvians  openly  bemoan  the  > 
sence  of  a  similar  figure  within  thf 
military  to  rescue  the  country-  from  s 
cataclysmic  decline. 

The  experience  of  these  two  countrs 
demonstrates  that  the  region's  probln 
is  the  bloated  size  of  government,  :»t 
the  external  debt.  Peru  is  failing  despe 
not  making  a  payment  on  its  forejn 
debt  since  1986.  The  countrj-  has  acjh 
mulated  arrears  of  about  $10  billion  a 
its  $18  billion  debt.  Chile  enjoys  hii 
growth  even  though  the  country  mes 
its  foreign  debt  obligations,  last  y(jr 
paying  $2.3  billion  in  principal  and  inli> 
est  on  its  $18  billion  debt. 

If  Latin  America  is  to  avoid  econoic 
decline,  the  U.  S.  government  and  mii- 
lateral  institutions  we  support  must  }• 
gin  to  stress  the  importance  of  econoi  c 
as  well  as  political  freedom.  i 
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HOTELS  MERIDIEN 


The  style  to  which  you've  become 
accustomed  is  aUve  and  well  at 
Le  Meridien.  Whether  your  tastes 
run  toward  a  high-powered,  cos- 
mopolitan business  center,  or  a 
relaxing,  Eden-like  getaway, 
Le  Meridien  offers  a  bouquet  of 
nine  perfect  hotels  in  North 
America  to  pick  from. 


At  each  you'll  bask  in  the 
inimitable  "Meridien  Style."  From 
an  indulgently  complete  health 

MERIDIEN 

Travel  Companion  of  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 


club  to  artful  regional  cuisine  you'll 
relish  all  the  petals  of  our  perfection. 
A  bouquet  of  this  quality  is  so  rare, 
how  can  you  refuse  it? 

For  reservations  call 
(800)  543-4300  or  your  travel 
planner,  and  don't  forget  to  ask 
about  our  frequent- 

guest  program. 


In  North  America:  Boston  •  Montreal  •  Nassau,  Bahamas  •  New  Orleans  •  New  York  •  Newport  Beach  •  San  Diego  •  San  Francisco  •  Vancouver 


Appreciation  of  detail  results  in  perfection. 

Come  blossom  in  ours. 
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BY  GENE  KORETZ 


A  TAX  WIHDFALL 

COULD  HELP  PARE 

THE  PEHCIT . . .  

An  unexpected  surge  in  personal 
income  tax  receipts  around  the 
Apr.  15  payment  date  could  help 
lower  the  government's  fiscal  1989  bud- 
get deficit.  Basing  her  estimates  on 
weekly  Treasury  Dept.  reports  for  April 
and  early  May,  economist  Kathleen  Ste- 
phansen  of  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.  figures  that  total 
nonwithheld  personal  tax  revenues  for 
the  two  months  will  come  in  about  $18 
billion  over  last  year — and  some  $14  bil- 
lion above  projections.  Most  of  the  extra 
money  was  the  result  of  higher  final  tax 
payments  and  lower  refunds  than  antici- 
pated for  the  1988  tax  year.  And  it  was 
not  foreshadowed  by  the  estimated  pay- 
ments individuals  made  last  year. 

The  pickup  in  receipts  is  comparable 
to  the  $17  billion  windfall  the  Treasury 
received  in  1987  after  taxpayers  rushed 
to  take  advantage  of  expiring  low  capi- 
tal-gains tax  rates  in  1986.  But  until  the 
Treasury  can  analyze  tax  returns,  the 
source  of  the  cash  will  remain  a  mys- 
tery. As  one  private  analyst  puts  it:  "Ei- 
ther the  effective  tax  rate  is  higher  than 
anticipated  by  tax  reform  or  some  kind 
of  income  was  higher  than  estimated." 

The  situation  illustrates  the  uncertain- 
ties surrounding  complex  tax  changes. 
The  1986  Tax  Reform  Act  was  supposed 
to  be  revenue-neutral,  with  a  rise  in  cor- 
porate taxes  offsetting  a  cut  in  individ- 
ual tax  liabilities.  But  thus  far,  corporate 
tax  payments  have  fallen  short  of  pro- 
jections, whereas  personal  income  tax 
revenues  have  outpaced  them. 

Witk  Howard  Gleckman  in  Washington 


. . .  AHD  SINKIHG  RATES 
MIGHT  CHOP 

IT  EVEH  MORE  

Whatever  the  short-run  budget 
outlook,  economist  Arnold  X. 
Moskowitz  of  Dean  Witter 
Reynolds  Inc.  believes  that  efforts  to  re- 
duce the  deficit  have  already  passed  a 
watershed  that  promises  to  produce  a 
significant  decline  in  long-term  interest 
rates  in  the  years  ahead.  While  the  total 
budget  deficit  is  still  historically  high  for 
the  postwar  period,  he  points  out  that 
the  picture  looks  a  lot  more  promising  if 
you  exclude  net  interest  payments  from 
budget  calculations.  In  fact,  government 
outlays  excluding  interest  have  now 


been  brought  into  balance  with  revenues 
(chart).  "Barring  a  recession  and  assum- 
ing continued  action  to  trim  the  deficit," 
says  Moskowitz,  "I  expect  the  interest- 
adjusted  budget  to  move  into  surplus 
next  year  and  to  start  to  exert  a  positive 
effect  on  bond  prices." 

Moskowitz  focuses  on  the  budget  posi- 
tion excluding  interest  payments  for  two 
reasons.  The  first  is  that  "most  interest 
payments  are  saved  and  reinvested,  so 
that  borrowing  to  pay  interest  on  the 
debt  has  a  different  impact  on  the  credit 
markets  than  borrowing  to  cover  other 
costs."  In  other  words,  an  interest-only 
deficit  can  be  largely  self-financing  if 
investors  choose  to  take  their  interest 
income  from  government  securities  and 
reinvest  it  in  government  debt. 

Secondly,  interest  payments  are  high- 


HOW  INTEREST  OUTLAYS 
UNBALANCE  THE  BUDGET 
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ly  sensitive  to  changes  in  interest  rates, 
so  that  a  protracted  decline  in  rates  can 
significantly  cut  the  deficit.  Moskowitz 
notes  that  although  government  bond 
rates  have  historically  run  between  2% 
and  2.5%  after  adjustment  for  inflation, 
they  are  now  at  about  5%^ — their  highest 
level  in  50  years.  And  he  predicts  that 
these  "clearly  excessive"  rates,  which  he 
feels  are  related  to  inflation  fears  gener- 
ated by  continued  large  deficits,  will 
start  to  decline  as  the  economy  slows  in 
response  to  monetary  restraint. 

More  important,  Moskowitz  believes 
that  several  long-term  developments  are 
creating  a  low-infiation  environment  that 
will  extend  the  coming  cyclical  decline  in 
rates.  Currency  accords  and  deregulated 
financial  markets  now  tend  to  force  U.  S. 
and  foreign  monetary  authorities  to 
dampen  inflationary  pressures,  for  ex- 
ample. And  global  competition  is  keep- 
ing a  lid  on  price  hikes,  while  changing 
demographics  are  favoring  saving  over 
consumption.  In  light  of  these  trends, 


Moskowitz  is  forecasting  that  long-ten 
rates  could  drop  by  as  much  as  2V2  jr- 
centage  points  within  the  next  thie 
years — producing  both  a  handsome  >- 
turn  for  bond  investors  and  a  "peru- 
nent"  $70  billion  drop  in  the  budit 
deficit. 


HAS  THE  ECOHOMY'S 
MAIH  ENGIHE  MOVED 

TO  THE  MIDWEST? 

 — —  \ 

It's  hardly  news  that  the  long-|j- 
pressed  industrial  heartland  of  '£ 
nation  has  been  staging  sorneth'g 
of  a  comeback  in  recent  years.  But  m 
the  Midwest  region's  performance  is  t- 
ing  heightened  by  sluggish  business  ®- 
tivity  on  the  East  and  West  coa.% 
which  were  the  economy's  hot  spots  er- 
lier  in  the  expansion.  The  Federal  > 
serve's  latest  survey  of  business  coii-  f 
tions  around  the  nation,  for  exam|6,  > 
cites  evidence  that  consumer  spendg 
has  slowed  in  the  Northeast  and  Wrt 
and  "that  the  economic  expansion  Is 
been  stronger  lately  in  the  South  jd 
Midwest  than  elsewhere  in  the  countr' 
Economist  Edward  Yardeni  of  Prudv 
tial-Bache  Securities  Inc.  contends  ic. 
"several  industries  concentrated  on  .t 
two  coasts — including  defense,  finamil 
markets,  and  retailers  and  restauraSs  . 
catering  to  yuppies — are  currently  ex»- 
riencing  moderate  recessions."  But  e^n 
though  auto  sales  are  down  from  ht 
year,  he  doesn't  see  the  coastal  econoiic 
malaise  spreading  to  the  nation's  midE^ 
tion.  Instead,  he  thinks  auto  sales  ill 
level  off  and  that  export  demand  {d 
capital  spending  will  bolster  Midwst 
manufacturers  enough  "to  keep  & 
overall  economy  growing  even  if  thei- 
coastal  economy  slips  into  recession.' 


PERHAPS  APRIL  I 
FOOLED  I 
THE  AHALYSTS  [ 

Take  April's  sluggish  retail  sass 
and  employment  reports  witha 
grain  of  salt,  advises  economt 
Edward  S.  Hyman  Jr.  of  C.  J.  LawrerJ, 
Morgan  Grenfell  Inc.  He  notes  that  * 
automotive  component  of  retail  sas 
was  up  only  1.1%  in  April,  whereas  tit 
auto  sales  during  the  month  rye 
13.5%^ — the  largest  disparity  between  .e 
two  series  in  more  than  seven  yesi. 
What's  more,  weekly  unemployment  1- 
surance  claims  declined  steadily  durg 
April.  "Rather  than  slowing  further,  i'C 
economy  may  actually  be  strengthi- 
ing,"  concludes  Hyman.  ■ 
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ECONOMIC  TpilPS 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association"  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breattf 

AMERICAN  ±  LUNG  ASSOCIATION" 

I     The  Christmas  Seal  People  " 
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''We're  not  a  nameless,  faceless  corporation. 
When  you  call,  you'll  talk  to  one  of  us." 

"EMS  only  carries  higli  quality,  name-brand  office  products,  and  — 
WE  SELL  FOR  LESS  —  GUARANTEED.  Check  our  prices  in  this  ad, 
then  call  one  of  our  representatives."  

FAX  MACHINES 


LIST 


EMS 
PRICE 


CITIFAX  DOT  PORTABLE  ...»  WORKS  WITH  CELLULAR  PHONES!! 

•  A/(^  -  L'se  in  \oiir  office  just  like  any  other  FAX  machine  •  D/C  -  Internal  $1,395 
battery  allows  you  to  unplug  and  use  on  a  earphone,  pay  phone,  hotel 
room,  even  air  to  land  commercial  jets  •  Copy  mode  •  Fine  mode  •  Ala 
mode  (just  kidding)  •  Battery  charger  included. 

SANYO  SANFAX  100  ...»  Five  page  document  feeder  •  100  number  auto- 
dial •  Automatic  reduction  •  Activit)  reports  •  Much  more!  $1,695 

KONICA  FAX  100  ...  •  Fi\e  page  document  feeder  •  100  number  autodial 

•  Automatic  reduction  •  Polling  •  Much  more!  $1,895 

SHARP  FO-330  ...  •  Auto  paper  cutter  •  Auto  document  feeder  •  Half- 
tones (for  sending  pictures)  •  Auto  redial  •  Delay  dialing  •  Much  more!  $1795 
Ask  aho/it  other  fine  SHARP  products  at  siniiUir  sailings! 


FAX  PAPER 


Quality  Appleton  Mills 

&  COMFAX  Thermal  Paper 


LIST  EMS  PRICE 

115'  Roll.  .  ,  S66  ^19.95  Case  (6  rolls)  Limited  Quantity 

164'  Roll.    .  .572  ^39.95  Case  (6  rolls)  Quantity  Discounts 

328'  Roll.  .  ,  ,$92  554.95  Case  (6  rolls)  Quantity  Discounts 

Retail 
S799 

Panasonic  AP  I  C;olor  (Copier. 
C^ompleteh'  digital,  no  toner. 


5644 

S695 
$744 

S1144 

FAX  SWITCH  S169 

Eliminate  dedicated  lines.  Installs  in  minutes.  Auto- 
matically routes  Voice  and  FAX  calls  on  one  line. 
Save  hundreds  annually  on  phone  line  costs. 

FAX  &  COMPUTER  LINESHARE 


PERSONAL  COPIER 


S329 


I  se  ONE  PHONE  LINE 
for  your  computer,  FAX 
Machine,  and  telephone. 


EMS  PRICE 

S279 


CORPORATION 


800-456-0201 


VISA 


17037  N.  43rd  Ave. 
Phoenix,  AZ  85308 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADiGAN 


fHE  EXPANSION'S  lONG  RUN 

MAY  WELL  SLOW  TO  A  STEADY  WALK 


I  Hnlike  most  of  its  predecessors,  this  6V2-year  eco- 
IB  nomic  expansion  has  often  defied  traditional  anal- 
NNr  ysis.  It  just  might  do  it  again.  A  "soft  landing"  is 
)t  traditional  in  business-cycle  history — but  this  time 
luld  be  different. 

That's  the  Federal  Reserve  Board's  goal.  It  wants  to 
:e  the  economy's  growth  rate  glide  down  smoothly  to  a 
)ninflationary  pace,  keeping  the  expansion  going  and 
iminating  the  need  for  further  credit  tightening.  In 
lat  way,  the  economy  could  avoid  the  more  traditional 
id  to  expansion:  a  recession. 

Washington's  latest  batch  of 
economic  data  does  look  favor- 

  able.  April  numbers  show  that 

\   MERCHANDISE  retail  sales  are  cooling  off. 

*   TRADE  DEFICIT  Housing   Continues   to  lose 

^  ground.  And  the  pace  of  indus- 

\^\/**^  trial  production  has  slowed, 
loosening  up  capacity.  But  most 
important,  there  are  hints  that 
price  pressures,  at  least  in  the 
earlier  stages  of  goods  process- 
ing, are  starting  to  abate. 


RADE  IMPROVEMENT 
TILL  LOOKS  STALLED 


f  THKEE-MONTH  MOVING  AVERAGES 
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That  gave  the  Fed  plenty  to  mull  over  at  its  policy 
leeting  on  May  16,  when  it  tried  to  decide  just  how  to 
take  the  soft  landing  happen.  For  now,  the  Fed  will 
kely  choose  to  do  nothing — happy  that  its  earlier  ef- 
)rts  are  starting  to  show  success,  but  waiting  for  fur- 
ler  signs  that  policy  is  on  the  right  track. 

THE  DOLLAR  In  the  meantime,  the  Fed  faces  a  dilem- 
IS  HURTING  ma:  Past  tightening  and  higher  interest 
EXPORT  rates  may  be  cooling  down  the  economy, 
bROWTH  ^l^gy  ^j.g  j^]gQ  strengthening  the  dol- 

ir.  This  threatens  future  improvement  in  the  trade  defi- 
it,  as  well  as  the  dollar's  continued  stability  (page  26). 
The  trade  deficit  did  narrow  considerably  in  March,  to 
8.9  billion.  And  the  Commerce  Dept.  revised  the  Febru- 
ry  deficit  to  $9.8  billion,  from  $10.5  billion,  making  the 
Tst-quarter  improvement  look  even  better.  Rising  ex- 
ports, up  7.4%  in  March  to  a  record  $30.8  billion,  account- 
d  for  all  of  the  March  improvement.  Imports  continued 
0  wash  ashore.  They  rose  3%,  to  $39.6  billion. 
Despite  the  narrowing  in  March,  improvement  in  the 
rade  gap  since  last  summer  remains  essentially  stalled, 
IS  shown  by  a  three-month  moving  average  (chart).  And 
t  might  stay  that  way:  The  dollar  surged  on  the  March 
rade  news.  That  will  further  erode  the  competitiveness 
>f  U.  S.  exports  and  make  imports  more  attractive. 
However,  the  stronger  dollar  has  also  become  the 


Fed's  ally  in  its  effort  to  slow  down  the  economy.  De- 
spite the  big  export  gain  in  March,  export  growth  has 
slowed  sharply,  partly  reflecting  the  dollar's  strength 
since  last  summer.  And  that  has  helped  cool  off  the 
manufacturing  sector.  Industrial  production,  up  0.4%  in 
April,  is  still  healthy,  but  its  pace  is  more  modest. 

Output  in  manufacturing  rose  at  a  ?>%  annual  rate  in 
the  first  quarter,  down  from  5.1%  in  the  fourth  quarter 
and  7.1%  in  the  third.  Even  if  gains  in  May  and  June 
match  the  April  increase,  output  in  the  second  quarter 
will  grow  at  only  about  the  same  rate  as  in  the  first. 


I A  SLOWER  The  impact  of  slower  exports  on  manu- 
PACE  FOR  facturing  output  is  unmistakable.  Among 
FACTORY  final  products,  output  of  business  equip- 
OUTPUT  ment,  up  0.5%  in  April,  has  begun  to  slow 
down.  That  partly  reflects  the  recent  weakness  in  capi- 
tal-goods exports.  Despite  an  8.4%  rise  in  March,  exports 
of  capital  goods  in  the  first  quarter  were  still  below  their 
fourth-quarter  level.  Domestic  weakness  in  housing  has 
hit  output  of  construction  supplies,  down        in  April. 

But  the  sharpest  production  slowdown  is  in  the  huge 
materials  sector,  some  42%  of  industrial  output.  That 
sector,  which  is  very  sensitive  to  movements  in  the  dol- 
lar, was  a  big  beneficiary  of  the  export  boom.  But  since 
last  summer  the  growth  of  exports  of  industrial  materi- 
als and  supplies  has  dropped  dramatically.  Consequently, 
materials  output  during  the  past  six  months  has  risen  at 
only  a  1.1%  annual  rate,  down  sharply  from  a  6.4%  pace 
during  the  previous  half  year. 

The  slower  pace  of  production 
has  eased  capacity  pressures, 
most  notably  in  the  earlier 
stages  of  processing.  The  rate 
of  capacity  use  for  all  industry 
rose  slightly  in  April,  to  83.9%', 
and  the  rate  for  manufacturing 
edged  up  to  84%.  But  the  fac- 
tory rate  is  still  well  below  its 
January  peak  of  84.7%. 

Moreover,  operating  rates  in 
primary  processing  have  fallen 
sharply.  Capacity  use  there  slipped  further  in  April,  to 
86.8%,  or  1.6  percentage  points  below  its  January  peak. 
And  that  means  inflationary  pressures  on  goods  prices 
may  be  subsiding. 

The  April  report  on  producer  prices  supports  that  no- 
tion. It  shows  that  inflation  at  the  earlier  stages  of 
processing,  where  price  pressure  had  been  greatest,  is 
starting  to  ease  (chart).  Producer  prices  of  finished 


LESS  HEAT  UNDER 
PRODUCER  PRICES 


INTERMEDIATE 
GOODS 


r  FINISHED 
GOODS> 


EXCLUDING  EOOD  S  ENERGV 


JAN.  JAN.  APR 

■87  '88  ■89 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  U80R  DEPT.,  BW 


BUSINESS  WEEK/MAY  29,  1989  23 


usiness  Outloo 


goods  rose  0.4%  in  April.  Lower  prices  for  food  and  cars, 
the  latter  a  result  of  Detroit's  sales  incentives,  offset  a 
7.2%  surge  in  energy  prices.  Excluding  food  and  energy, 
prices  for  finished  goods  actually  fell  0.1%. 

That  drop  may  not  have  been  a  fluke.  Prices  of  inter- 
mediate goods,  excluding  food  and  energy,  were  un- 
changed in  April.  Consistent  with  other  industrial  data, 
prices  for  durable  manufacturing  materials  fell  broadly, 
down  1.3%',  in  a  sharp  reversal  from  recent  months.  This 
is  the  latest  sign  that  prices  of  intermediate  goods  will 
be  exerting  less  pressure  on  finished  goods  prices. 

But  this  is  only  a  glimmer  of  sunshine.  Consumer 
price  inflation  still  has  plenty  of  vigor.  Prices  of  services, 
not  included  in  producer  prices,  are  still  rising  rapidly, 
and  the  large  increases  in  finished-goods  prices  in  Janu- 
ary and  February  have  not  yet  reached  consumers. 


HOUSING 
STARTS 
ARE  IN 
THE  CELLAR 


That's  why  a  cooler  pace  of  consumer 
spending  is  the  Fed's  best  hope  for  a  soft 
landing.  So  far  consumers  seem  to  be 
cooperating.  In  April,  retail  sales  rose  a 
moderate  0.4%^,  to  $139.9  billion.  That  wasn't  enough  to 
reverse  the  flatness  in  March  and  a  0.4%  decline  in 
February,  so  sales  are  still  below  their  January  level. 

Moreover,  higher  prices  accounted  for  most  of  the 
April  gain.  Adjusted  for  prices,  sales  probably  fell,  con- 
tinuing a  downtrend  started  last  December  (chart).  Infla- 
tion-adjusted sales  began  the  second  quarter  about  3% 
below  their  flrst-quarter  average,  at  an  annual  rate. 

In  April,  auto  dealers  used  a  barrage  of  incentive 
plans  to  post  a  healthy  1.1%  sales  gain,  following  three 
months  of  decline.  Spending  was  also  strong  at  depart- 
ment stores,  up  1%;  gasoline  stations,  with  a  2.2%  rise; 
and  apparel  stores,  where  receipts  increased  3.6%.  In  the 
case  of  gas  stations  and  clothing  stores,  higher  prices 
accounted  for  much — but  not  all — of  the  gains. 

Retail  sales  were  weakest  in  housing-related  areas  of 
home  furnishings  and  building  materials,  as  rising  mort- 
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gage  rates  and  home  prices  choked  off  housing  demail. 

Housing  starts  fell  2.7%  in  April,  following  a  4.5%)  drp 
in  March.  At  an  annual  rate  of  just  1.86  million  in  Ap;l, 
starts  are  at  their  lowest  since  December,  1982,  wha 
the  economy  was  coming  out  of  recession.  HomebuildiT 
has  fallen  off  significantly  in  all  geographic  regions. 

Housing's  weakness  is  likely  to  continue.  Since  retj 
sales  of  furniture,  appliances,  and  other  home  goo 
account  for  about  17%  of  all  goods  purchases,  over', 
real  consumer  spending  may  not  regain  the  momenta 
that  powered  the  economy  in  past  years. 

That  makes  inventories  an  im- 
portant area  for  businesses  to 
watch.  So  far  companies  have 
been  keeping  their  stockpiles 
lean.  In  March,  inventories  at 
factories,  wholesalers,  and  re- 
tailers advanced  by  a  small 
0.3%,  to  $765.6  billion.  Because 
business  sales  were  flat  for  the 
month,  the  ratio  of  inventories 
to  sales  rose  slightly.  Still,  the 
ratio  remains  low,  indicating  in- 
ventories aren't  out  of  line  with  demand. 

Inventory  problems  at  car  dealerships,  however,  dro- 
auto  makers  to  reinstate  financing  deals  in  April.  Than> 
to  that  sales  boost,  dealers  pared  inventories  to  a  69-d7 
supply  at  the  end  of  April,  from  a  high  77-day  supply  i 
March.  In  early  May,  new  domestically  made  cars  sold  t 
a  7.4  million  rate,  about  the  same  as  April's  7.5  millii 
rate,  and  that  whittled  down  supplies  even  more. 

Still,  with  incentives  so  generous,  car  buying  has  be  ; 
disappointing,  and  it's  likely  to  stay  that  way,  along  wii 
housing  demand.  Continued  softness  in  those  two  viti 
sectors,  on  top  of  a  manufacturing  slowdown,  means  t; 
Fed  will  have  to  walk  the  economy  along  a  fine  li; 
between  recession  and  a  soft  landing.  But  if  price  pre- 
sures  continue  to  ease,  the  Fed  just  might  luck  out. 
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THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 


Tuesday,  May  23,  8:30  a.m. 
Durable  goods  orders  probably  in- 
creased 1%  in  April.  A  drop  in  defense 
orders  should  offset  gains  in  other  hard- 
goods  bookings.  New  orders  for  aircraft 
and  autos  should  be  particularly  strong. 
Durable  goods  orders  rose  0.9%  in 
March,  but  they  plunged  in  both  Janu- 
ary and  February.  The  expected  April 
gain  suggests  that  production  in  durable 
goods  manufacturing  should  remain 
healthy  in  the  second  quarter. 

GROSS  NATIONAL  PRODUCT  (REVISION) 

Thursday,  May  25,  8:30  a.m. 
The  Commerce  Dept.  will  probably  re- 
vise the  economy's  first-quarter  growth 


rate  up  from  the  preliminary  5.5%  annu- 
al rate,  possibly  to  about  a  6%  pace.  The 
rebound  from  last  year's  drought  added 
2.5%  to  the  annual  growth  rate  of  GNP  in 
the  first  quarter,  and  that  figure  should 
not  change.  But  improvement  in  the  for- 
eign trade  deficit  was  greater  than  first 
thought,  and  the  gain  in  nonresidential 
construction  may  well  be  revised  up- 
ward. So  in  the  first  quarter  the  non- 
farm  economy  likely  expanded  by  at 
least  3.5%,  at  an  annual  rate,  compared 
with  the  37"  clip  previously  reported. 

PERSONAL  INCOME  

Friday,  May  26,  10  a.m. 
Personal  income  likely  grew  by  0.7%  in 
April.  The  gains  in  the  workweek,  jobs, 
and  wages  suggest  that  wages  and  sala- 


ry disbursements  increased  by  abet 
0.7%.  Interest  income  also  rose  strong. 
A  drop  in  farm  subsidies,  however,  wl 
offset  some  of  these  gains.  In  Man, 
personal  income  advanced  0.8%. 

CONSUMER  SPENDING  

Friday,  May  26,  10  a.m. 
Consumers  probably  increased  the 
spending  by  a  strong  0.7%  in  April,  i- 
versing  the  weakness  of  recent  month 
Spending  had  risen  by  0.5%  in  Februa' 
and  just  0.2%  in  March.  Purchases  : 
new  cars  should  increase  by  at  lea; 
10%,  fueling  much  of  the  overall  ga:. 
Spending  on  nondurable  goods  and  s(- 
vices  probably  also  rose.  However,  pi 
chases  of  durable  goods  other  than  ca; 
likely  were  weak  in  April. 
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It  also  links  people. 
People  who  are  not,  in  many 
cases,  computer  people. 
That's  why  at  Entre  we  make 
an  extra  effort  to  design 
computer  networks 
that  require  no  extra  effort 
to  use. 

We  begin  by  learning 
exactly  what  your  employ- 
ees do.  Then  we  configure 
a  network  to  help  them  do 
it  better 

Since  Entre  Centers  are 
authorized  dealers  for  IBM," 
COMPAQ,"  SCom,"  NovelP 


and  other  leading  manu- 
facturers, we  work  with  only 


the  best  components.  We 
know  precisely  how  they 
work  together  and  how  to 


keep  them  working  together 
with  authorized  service. 

We  also  know  how  to 
train  your  people  to  use 
their  network  to  its  full  poten- 
tial. So  resources  can  be 
shared,  information  can  flow 
smoothly  And  more  work 
can  get  done  without  doing 
more  work. 

For  more  information 
about  the  Entre  approach 
to  business  computers,  visit 
any  Entre  Computer  Center 
nationwide.  Call  1-800-635- 
7500  for  the  one  nearest  you. 


The  sooner  we  start 
worki  ng  together,  the  sooner 
your  people  will,  too. 


GnTR€ 

COmPUTGR  CGHTCRS 


THeBrainsBehind 
BusinbsGdmputers: 

Ejitre  Computer  Centers 
are  independently  owned  and  operated. 
C 1988  Entre  Computer  Centers,  Inc. 
™  Trademarks  of  Ejitre  Computer 
Centers,  Inc.  IBM.COMPAQ,  3Com  and 
Novell  cire  registered  trademarks  of 
their  respective  corporations. 
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THE  DOLLAR  COMES 
ROARING  BACK 

WASHINGTON  ISN'T  WORRIED  YET— AND  MANY  ECONOMISTS  ARE  APPLAUDING 


For  the  first  time  in  four  years,  the 
world  of  big  money  is  going  gaga 
over  the  dollar.  Putting  aside  lin- 
gering worries  about  the  U.  S.  budget 
and  trade  deficits,  international  inves- 
tors and  foreign-exchange  traders  from 
Tokyo  to  London  to  New  York  are 
scrambling  to  buy  dollar-denominated 
stocks,  bonds,  and  other  assets,  pushing 
up  the  long-beleaguered  greenback  by 
8%  against  the  West  German  mark  and 
Japanese  yen  in  a  matter  of  weeks.  With 
the  dollar  at  its  highest  level  since  1986 
and  the  Federal  Reserve  and  Bush  Ad- 
ministration still  undisturbed  by  the  dol- 
lar's rise,  traders  expect  the  currency  to 
gain  an  additional  10%  or  more  in  the 
weeks  ahead.  "Demand  for  dollars  is  tre- 
mendous," says  Liliana  Nealon,  a  Union 
Bank  of  Switzerland  vice-president. 

Traders  attribute  the  dollar's  gains  to 
a  host  of  rapidly  converging  factors, 
some  of  them  economic  and  many  of 
them  political.  But  for  now,  the  rising 
dollar  can  only  help  the  Federal  Re- 
serve's tight-money  campaign  to  cool  in- 
flation and  slow  the  economy.  A  higher 
dollar  should  keep  import  costs  down. 
And  that  may  prompt  domestic  competi- 
tors to  think  twice  about  their  own  plans 
for  price  hikes.  It  could  also  give  a 
breather  to  such  export  industries  as 
chemicals  and  paper,  where  plants  al- 
ready are  running  full  tilt.  "Thanks  to 
the  stronger  dollar,"  observes  Allen  Si- 
nai of  Boston  Co.  Economic  Advisers 
Inc.,  "the  Fed  doesn't  have  to  work  as 
hard."  Sinai  adds  that  merely  stabilizing 
the  dollar  at  its  current  level,  around 
1.97  marks  and  139  yen  as  of  May  17, 
will  cut  two  percentage  points  off  the 
U.  S.  inflation  rate  by  1991. 
NO  DAMAGE.  Washington  policymakers 
see  the  dollar  recovery  as  the  closest 
thing  to  a  free  lunch  anyone  could  want. 
And  while  some  economists  and  Fed  of- 
ficials say  that  further  gains  in  the  dol- 
lar's value  may  cause  the  U.  S.  trade 
deficit  to  balloon  again  someday,  none 
see  that  as  a  near-term  threat.  For  one 
thing,  unless  the  Fed  does  an  about-face 


and  lets  interest  rates  fall — something 
Fed  insiders  see  as  highly  unlikely — the 
slowing  economy  may  restrain  imports 
and  keep  the  trade  deficit  from  worsen- 
ing. And  while  the  dollar  has  moved  out- 
side the  range  that  the  U.  S.  and  its  al- 
lies are  believed  to  have  established 
months  ago,  the  rebound  probably  isn't 
anywhere  near  strong  enough  to  dam- 
age exports  yet:  In  March,  the  U.  S. 
trade  deficit  shrank  to  $8.9  billion,  down 
10%  from  February. 

The  dollar's  rise  hasn't  shaken  many 
corporate  executives  either.  "We  just 
had  a  meeting  of  our  group  managers, 
and  the  dollar  never  came  up,"  says 
Charles  R.  Campbell,  chief  financial  offi- 
cer at  Federal  Signal  Corp.,  an  exporter 
of  fire  trucks.  And  Eaton  Corp.  Chief 
Economist  Adrian  T.  Dillon  figures  that 
since  the  dollar  is  10%  to  15%  lower  than 
it  was  a  year  ago  against  many  develop- 
ing countries'  currencies,  the  U.  S.  still  is 
"probably  better  off  on  the  outlook  for 
exports"  to  those  nations. 
TORRID  PACE.  The  dollar  remains  pretty 
weak  against  the  industrial  world's  cur- 
rencies, too.  Morgan  Guaranty  Trust  Co. 
estimates  that  after  accounting  for  infla- 
tion and  U.  S.  trade  flows,  the  dollar  is 
still  25%  below  its  1985  peak  (chart). 
Says  Fed  Governor  H.  Robert  Heller:  "I 
don't  think  we're  in  a  danger  zone.  You 
can't  say  that  we've  crossed  a  line  where 
America  is  no  longer  competitive." 

Even  if  the  Fed  and  the  Administra- 
tion wanted  the  dollar  to  reverse  course, 
its  underpinnings  are  now  so  strong  that 
the  most  forceful  government  jawboning 
might  have  little  effect.  In  tactics  proba- 
bly aimed  at  slowing,  rather  than  stop- 
ping, the  dollar's  advances,  big  central 
banks  have  repeatedly  sold  greenbacks 
on  foreign-exchange  markets.  But  many 
traders  scorn  such  efforts  as  open  invi- 
tations to  buy  the  currency  before  it 
rises  yet  again.  In  fact,  while  traders 
and  money  managers  have  often  used 
past  rounds  of  central-bank  intervention 
in  order  to  speculate  on  the  dollar,  this 
time  they  see  many  more  substantive 
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ons  to  buy  the  buck.  Among  them: 
I  ght  money.  With  the  Fed  refusing  to 
(  up  on  interest  rates,  U.  S.  money- 
i  )ly  growth  has  been  held  to  2.2%  for 
;  ar.  But  in  Germany  and  Japan,  mon- 
i  is  growing  at  a  torrid  9%  pace. 
■  ere  are  fewer  dollars  sloshing 
i  ind  the  world,"  says  Michael  R.  Ro- 
s  )erg,  manager  of  international  fixed- 
i  me  research  at  Merrill  Lynch  Capital 
]  kets.  With  wholesale  prices  rising  at 
j  a  6.5%  annual  rate,  Germany's 
I  Bundesbank  has  been  raising  in- 
terest rates.  But  such  moves 
haven't  halted  the  dollar.  And 


the  Bank  of  Japan,  afraid  of  harming 
capital  investment  and  of  throwing  high- 
ly leveraged  stock  and  real  estate  mar- 
kets into  a  tailspin,  has  also  done  little  to 
keep  the  yen  from  falling. 
■  Political  jitters.  In  Japan  and  Germa- 
ny, a  growing  feeling  that  no  one  is  in 
charge  has  investors  on  edge.  Tokyo  is 
in  political  gridlock,  as  the  Liberal  Dem- 
ocratic Party  struggles  to  find  a  succes- 
sor to  Prime  Minister  Noboru  Takeshita, 
who  announced  his  resignation  in  April 
amid  a  major  influence-peddling  scandal. 
Moreover,  Bank  of  Japan  Governor  Sato- 
shi  Sumita  may  quit  by  summer  in  a 


personnel  reshuffle.  In  Bonn,  support 
for  German  Chancellor  Helmut  Kohl's 
center-right  government  is  at  a  low  ebb. 
Investors  fear  Kohl's  coalition  may  be 
replaced  next  year  by  a  "red-green"  alli- 
ance of  socialists  and  environmentalists. 
And  they  dislike  Kohl's  fiscal  stand. 
Some  $44  billion  last  year  flooded  out  of 
Germany  to  avoid  a  new  withholding 
tax.  Kohl  is  scrapping  the  levy  in  July. 
But  little  cash  is  expected  to  return. 
■  Investment  flows.  Many  foreign  inves- 
tors think  the  U.  S.  economy  soon  will  be 
weak  enough  to  permit  the  Fed  to  nudge 
interest  rates  lower.  But  they  don't  want 
to  wait  for  the  Fed  to  act.  With  the 
dollar  and  U.  S.  bonds  and  stock  prices 
all  on  an  upswing,  foreign  money  man- 
agers are  getting  worried  that  they  will 
lose  a  chance  to  reap  hefty  capital  gains 
unless  they  jump  in  now  (page  92).  The 
rush  to  buy  financial  as- 
sets appears  to  be  help- 
ing to  push  the  dollar  up 
further.  Nomura  Re- 
search Institute  econo- 
mist Mark  Cliffe  esti- 
mates the  Japanese  put 
$10  billion  into  foreign 
bonds  in  April.  They  also 
bid  heavily  at  the  $28  bil- 
lion U.  S.  Treasury  bond 
auction  in  early  May. 
"Investors  want  to  take 
their  money  out  of  Tokyo  and  put  it  in 
the  U.  S.,"  says  Takenori  Kato,  foreign- 
exchange  chief  at  Continental 
Bank's  Japanese  arm. 

Still,  some  say  the  Adminis- 
tration is  heading  for  trouble  if 
it  continues  to  tolerate  a  rising 
dollar.  Cincinnati  Milacron  Inc. 
President  Daniel  J.  Meyer  says 
he  is  already  "quite  concerned." 
And  William  R.  Cline  of  Washing- 
ton's Institute  for  International 
Economics  argues  that  unless 
the  dollar  retreats  to  100  yen  and 
1.33  "marks,  the  trade  deficit  will 
begin  to  rise  by  1990.  But  many 
others  see  only  bad  news  in  a  dol- 
lar that  cheap. 

Economist  Jeremy  Hale  of 
Goldman  Sachs  International 
Ltd.  worries  that  a  big  dollar 
drop  may  trigger  higher  rates 
and  push  the  U.  S.  into  a  reces- 
sion, probably  with  high  infla- 
tion. And  many  of  his  money- 
market  brethren  agree.  Later 
on,  they  say,  the  U.  S.  and 
the  dollar  may  be  in  trouble 
again.  But  for  now,  no  one 
wants  to  miss  the  party. 
By  Mike  McNamee  in  Washing- 
ton and  William  Glasgall  in 
New  York,  with  bureau  reports 
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MEXICO  I 


SALINAS'  FLASHY  NEW  STEP 
IN  THE  MEXICAN  DEBT  DANCE 


He  has  relaxed  foreign  ownership  rules — but  will  that  lure  investors? 


MEXICO'S  ALLURE 
IS  PICKING  UP 


/ 


NOW  THE  RELAXED  STANDARDS  ENJOYED  BY  HONDA  EXTEND  TO  OTHERS 


uch  like  Soviet  leader  Mikhail  S. 
Gorbachev,  with  whom  he's  of- 
Iten  compared,  Mexican  Presi- 
dent Carlos  Salinas  de  Gortari  knows  a 
thing  or  two  about  preemptive  strikes. 
With  Mexican  debt  negotiators  and  for- 
eign bankers  at  odds  over  foreign  invest- 
ment, Salinas  on  May  15  announced  a 
sweeping  liberalization  of  rules  govern- 
ing foreign  ownership  in  the  Mexican 
economy.  The  decree  strengthens  Mexi- 
co's case  in  the  talks  on  restructuring  its 
$100  billion  debt.  The  new  rules,  says  a 
World  Bank  official,  "give  a  greater 
area  of  comfort  to  investors." 

The  timing  of  Salinas'  move  is  crucial. 
As  Mexico  and  the  banks  remain  dead- 
locked over  ways  to  reduce  the  country's 
debt,  Mexico's  foreign  reserves  are  tum- 
bling. Rumors  are  flying  that  the  coun- 
try will  slip  into  arrears  on  its  debt  ser- 
vice, perhaps  as  early  as  this  month. 
That  might  unleash  a  devastating  flight 
of  private  capital  if  it  isn't  carried  out 
with  the  approval  of  the  World  Bank 
and  the  International  Monetary  Fund. 

Now,  that  support  seems  assured.  One 
day  after  Salinas'  decree,  the  World 
Bank  approved  Mexico's  plans  to  spend 
25%  of  a  $1.5  billion  restructuring  loan 
on  debt-reduction  schemes.  This  is  the 
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INVESTMENT 
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first  money  to  flow  under 
Treasurv  Secretarv  Nicho- 
las F.  Brady's  Third  World 
debt-reduction  plan.  Not 
surprisingly,  it's  going  to 
Salinas,  a  President  who 
has  followed  World  Bank  and  IMF  recom- 
mendations to  the  letter:  slashing  spend- 
ing, privatizing  state-owned  businesses, 
tearing  dowTi  trade  barriers,  and  now 
opening  the  doors  to  foreign  investment. 

Conspicuous  by  their  absence  from 
the  new  rules  are  debt-for-equity 
swaps — schemes  by  which  investors  can 
buy  Mexican  debt  at  a  discount,  convert 
it  to  pesos,  and  then  spend  the  money  on 
projects  in  Mexico.  Such  swaps  have 
been  a  big  stumbling  block  in  the  talks 
between  Mexican  debt  negotiators  and 
the  bankers.  The  bankers  want  Salinas 
to  reinstate  the  program,  arguing  that 


Small  businesses,  which  have 
been  scared  off  by  Mexico's 

red  tape,  may  benefit 
from  the  changes  most  of  all 


DATA;  MHICAN  COMMERa  SEOiETAIilAT, 
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it's  a  way  to  let  the  market  reduce  de 
Aside  from  gaining  lucrative  assets  ^ 
side  Mexico  for  themselves,  banks  ci 
also  make  handsome  fees  as  brokers,  j- 

But  Salinas  and  his  team  are  dead 
against  further  swaps,  except  in  toii  ■  .. 
ism.  They  say  the  program,  which  floi  : .,. 
ished  briefly  in  1986  and  1987,  pumps  1^  i  ^ 
many  pesos  into  the  economy,  spurri|  i  . 
inflation.  Whatever  the  merits  of  th| 
argument,  the  investment-liberalizatii 
scheme  blunts  the  bankers'  argumd» 
that  one  of  Mexico's  biggest  problems* 
its  straitjacket  on  foreign  investment.ji 
BENDING  THE  RULES.  In   fact,  Salmi 
changes  aren't  as  novel  as  they  seei 
For  three  years,  the  Mexican  goveir. 
ment  has  been  bending  rules  requirii;! 
majority  Mexican  ownership  on  a  cas  i.  55 
by-case  basis.  IBM,  Ford,  Honda,  a  tj 
dozens  of  other  companies  have  alrea^ ,  1  ^ 
swung  deals  without  Mexican  partnei  i.j 
In  many  instances,  the  new  rules  simp  « j 
mean  that  the  law  now  mirrors  realit  ri 

The  updated  regulations  open  sor ,  irr 
new  areas  for  majority  foreign  holdin*!!;' 
including  iron,  steel,  cement,  and  soil.)  hi 
secondar\'  petrochemicals  such  as  fib( 
and  plastics.  The  government  will  cliij 
tightly  to  "strategic"  S' 
tors  such  as  petroleum,  t 
media,  and  transportatici 
But  it  will  open  up  the  If 
crative  telecommunicatioi 
industrj'  to  49%  forei, 
capital.  The  new  re: 
tions  also  perform  a  "m; 
sive  pruning"  of  red  ta' 
says  one  U.  S.  banker 
Mexico,  ending  what  h] 
long  been  an  exasperati 
application  process.  Sm: 
companies  could  be  tl 
biggest  winners  in  the  new  clima' 
since  they're  most  often  scared  away 
the  paper  lab\Tinth.  Now,  investme 
of  less  than  $100  million  in  many  sec 
will  be  approved  immediately — as  lo: 
as  investors  run  environmentally  cle; 
operations  outside  of  congested  Mexil 
City  and  other  cities  and  keep  their  trai 
balances  in  the  black. 

Salinas'  strategy-  for  Mexico  relii 
heavily  on  foreign  investment  (chari 
"We  need  billions  of  dollars,  and  n: 
much  of  it's  going  to  come  from  banks' 
says  one  senior  Cabinet  member.  Coi- 
merce  Secretary  Jaime  Serra  predio 
the  new  changes  will  raise  foreign  i- 
vestment  by  10%  to  15%  this  year,  fro. 
S3.9  billion  in  1988.  Perhaps.'  But  wi, 
Mexico  City  tabloids  screaming  ''Mori 
toria! "  these  days,  investors  aren't  lik- 
ly  to  start  writing  checks  until  Salin;. 
gets  Mexico  out  of  its  debt  morass. 

By  Adrienne  G.  Bard  in  Mexico  Cit 
with  Mike  McNam.ee  in  Washington  ay 
Elizabeth  Weiner  in  New  York 


EST. 
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Business  Week/ Harris  Poll 


THE  PUBIIC  IS  WILLING  TO  TAKE  BUSINESS  ON 


Is  business  vulnerable  to  a  backlash? 
Corporations  win  fairly  high  marks 
rom  the  public  for  their  general  perfor- 
nance,  but  Americans  have  deep  misgiv- 
ings about  business  ethics.  Many  think 
ompanies  would  sacrifice  the  environ- 
nent,  safety,  or  health  for  the  sake  of 
>igger  profits — and  62%  say  businesses 
yould  engage  in  price  gouging. 

Many  people  say  they  would  take  ac- 
ion  to  stop  a  company  from  doing 


something  they  didn't  agree  with,  rang- 
ing from  the  76%  who  said  they  would 
boycott  the  company's  products  to  the 
2%  who  said  they  would  sabotage  its 
operations.  It  isn't  just  talk:  Fully  37%  of 
the  public  say  they've  already  engaged 
in  some  form  of  protest  over  a  company's 
actions.  And  they're  likely  to  keep  pro- 
testing, because  the  overwhelming  major- 
ity believes  that  public  activism  has  the 
power  to  change  corporate  behavior. 


J.S.  BUSINESS  IN  THE  '80s:  SUCCESS— AND  EXCESS? 

I  Let  me  read  you  some  statements  about  America  in  the  1980s.  For  each,  tell 
Tie  if  you  tend  to  agree  or  disagree. 


Agree  Disagree       Not  sure 


I  American  business  should  be  given 
j  Host  of  the  credit  for  the  prosperity 
;  that  has  prevailed  during  most  of 
j  fhe  1980s 

Business  has  gained  too  much  power 
over  too  many  aspects  of  American  life 

Moat  of  the  problems  of  American  busi- 
ness are  the  result  of  unfair  foreign 
competition 

On  balance,  business  has  benefited 
more  than  consumers  from  government 
deregulation 


62% 


69% 


55% 


68% 


34% 


29% 


42% 


25% 


4% 


2% 


3% 


7% 


HOW  FAR  WOULD  A  COMPANY  GO  TO  TURN  A  PROFIT? 

■  If  you  had  to  say,  which  of  the  following  things  do  you  think  business  would 
do  in  order  to  obtain  greater  profits? 


Harm  the  environment   47% 

Endanger  public  health   38% 

Sell  unsafe  products   37% 

Knowingly  sell  inferior 

products   44% 


Deliberately  charge 

inflated  prices   62% 

Put  its  workers'  health  and 

safety  at  risk   42% 

None  8% 

Not  sure  4% 


All  but  the  last  two  include  the  25%  of  respondents  who  said  business  would 
do  all  of  the  above 


HOW  WOULD  YOU  PROTEST  A  COMPANY'S  ACTIONS? 

■  If  you  believed  a  corporation  was  doing  something  bad  for  society,  which  of 
these  things  do  you  think  you  would  be  willing  to  do  to  stop  it? 


Participate  in  a  letter-writing  Boycott  the  company's 

campaign  to  the  head  of  products  by  refusing 

the  company   56%      to  buy  them    76% 


Contribute  money  to  a  group 

opposing  the  company's 

actions   21% 


Attend  o  rally  protesting  the 
company's  actions    21% 


Picket  the  company's  Sabotage  a  company's 

headquarters  or  other  operations   2% 

facilities   14% 

None  2% 

Interfere  with  the  company's 

'  Not  sure  1% 

operations  even  it  it  meant 

being  arrested   6% 

All  but  the  last  two  include  the  1  %  of  respondents  who  said  they  would  do  all 
of  the  above. 

DO  PRESSURE  GROUPS  DO  MORE  GOOD  THAN  HARM? 

■  For  each  of  the  following  groups,  do  you  think  they  do  more  good  than 
harm  or  more  harm  than  good? 

More  good     More  harm  Not 
than  harm      than  good  sure 

Environmentalists  74%  21%  5% 

Consumer  advocates  64%  26%  10% 

Animal-rights  activists  57%  36%  7% 
Activists  trying  to  influence  what's 

on  TV  39%  55%  6% 

Chamber  of  Commerce  75%  15%  10% 

Anti-apartheid  activists  37%  41%  22% 

ARE  YOU  AN  ACTIVIST? 

■  Have  you  personally  ever  taken  Have  taken  37% 

any  action  to  protest  something  . ,  ,  ,^r,, 

'  ,.  ,  ,  ,.  ,  ,  Hove  not  63% 

a  company  did  that  you  didn  t 

like,  or  not? 

CAN  ORDINARY  PEOPLE  MAKE  A  DIFFERENCE? 

■  How  effective  do  you  think  ordi-  Very  effective  43% 

nary  citizens  can  be  when  they  act  to-      Somewhat  effective  41  % 

gether  to  try  to  change  corporate  be-  ...         a    ^-  ^na/ 

,     .  '    „    .  ,  Not  very  efFective  10% 

havior — very  effective,  somewhat 

effective,  not  very  effective,  or  not  effective  at  all  5% 

effective  at  all?  Not  sure  1% 

THE  BOTTOM  LINE  ON  U.S.  CORPORATIONS 

■  Overall,  how  would  you  rate  the  Excellent  3% 
performance  of  American  corpora-  „   „  , 

"  „  ,      ,  Pretty  good  56% 

tions — excellent,  pretty  good,  only 

fair,  or  poor?  °"^y  32% 

Poor  8% 

Not  sure  1% 

Edited  by  Mark  N.  Vamos  and  Stuart  Jackson 

Survey  of  1 ,247  adults  conducted  May  1 2- 1 6  for  BUSINESS  WEEK  by  Louis  Harris 
&  Associates  Inc.  Results  should  be  accurate  to  within  three  percentage  points. 
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Commentary/by  Paul  Magnusson 

PROMOTING  HIGH-DEFINITION  TV:  THE  PERILS  FOR  UNCLE  SAM 


Last  fall,  Michael  S.  Dukakis  prom- 
ised that  if  he  were  elected  Presi- 
dent, he  would  boost  America's 
competitiveness  through  a  series  of 
partnerships  between  government  and 
industry.  He  was  trounced,  but  his  idea 
is  flourishing.  Riding  a  tsunami  of  con- 
cern over  Japan's  lead  in  high-defini- 
tion TV  (HDTV),  industrial  policy  is  mak- 
ing a  modest  comeback  under 
President  George  Bush. 

The  race  to  commercialize  HDTV 
has  stirred  up  a  new  competitive 
zeal  in  the  Bush  Administration. 
Just  as  war  is  considered  too  im- 
portant to  be  left  to  the  generals, 
politicians  think  the  HDTV  stakes 
are  too  high  for  private  industry 
to  handle  alone. 

Commerce  Secretary 
Robert  A.  Mosbacher  pro- 
poses a  solution  that's  pure 
Duke-speak:  "industry-led 
business-government  part- 
nerships" to  spur  the  U.  S. 
effort.  Attorney  General 
Richard  L.  Thornburgh 
wants  to  relax  antitrust 
laws  to  allow  American 
companies  to  manufacture 
the  new  products  jointly. 
The  Defense  Dept.  has  al- 
located $30  million  to  fund 
HDTV  research. 

Promoters  of  industrial 
policy  are  thrilled.  "Bush 
may  have  come  into  office 
with  no  particular  agenda 
for  competitiveness,  but 
the  lid  on  the  simmer- 
ing anxiety  over  the  is- 
sue has  finally  blown 
off,"  says  Jeff  Faux, 
president  of  the  labor 
backed  Economic  Policy  Insti 
tute.  The  American  Electronics 
Assn.,  calling  HDTV  "a  once-in-a-life- 
time  opportunity  for  reentry  into  the 
consumer-electronics  field,"  wants 
$1.35  billion  in  federal  aid. 

But  boosters  of  industrial  policy 
would  do  well  to  look  before  they  leap. 
Calls  for  government  sponsorship  of 
high-technology  development,  says 
economist  John  H.  Makin  of  the  free- 
market  American  Enterprise  Institute, 
are  "just  this  year's  angle  for  getting 
help  from  the  government." 

Uncle  Sam  already  shapes  much  in- 
dustrial development,  from  tax  breaks 


to  military-procurement  policy.  The 
current  enthusiasm  for  winning  the 
U.  S.  a  piece  of  the  hdtv  market  may 
be  well  placed.  But  Congress  and  the 
Administration  should  be  careful  that 
their  search  for  a  better  TV  screen 
doesn't  turn  into  another  raid  on  the 
Treasury.  Some  specific  suggestions: 
■  Fix  what's  broken  first.  The  govern- 
ment could  help  all  industries  by  cor- 
recting existing 


THE  rOUNDATIOH  OF  A  SMART 
 INDUSTRIAIPOIICY 

►  The  best  way  to  make  the  U.S.  more  competitive  is 
to  cut  the  budget  deficit.  That  will  take  pressure  off  in- 
terest rates  and  make  investment  more  affordable. 

►  Policy  should  support  research,  not  products  or 
industries. 

►  Modify  the  tax  code  to  encourage  companies  to 
reinvest  profits. 

►  Grant  either  antitrust  relief  or  trade  relief,  not  both. 

►  Don't  increase  spending  in  one  area  without  finding 
cuts  somewhere  else. 


policies.  The  tax  code  promotes  debt 
and  discourages  savings,  raising  inter- 
est rates  and  the  cost  of  capital.  Mak- 
ing permanent  the  on-again,  off-again 
research  and  development  tax  credit 
would  help.  And  reform  of  export  con- 
trols is  needed  to  ensure  that  licensing 
delays  and  onerous  restrictions  don't 
turn  buyers  away. 

■  No  net  cost.  Federal  pilot  programs 
often  balloon  out  of  control  because 
members  of  Congress  want  to  snare 
pieces  for  their  districts.  To  keep  costs 
down,  any  grants  or  loan  guarantees 


should  come  only  from  existing  pr 
grams.  For  example,  Small  Busines 
Administration  loans  for  dentist 
equipment  and  used-car  lots  could  I 
diverted  to  better  uses,  such  as 
search  on  cold  fusion  or  fiber  optic 
And  all  programs  should  include  sui| 
set  provisions. 
■  Avoid  foreign  entanglements.  Wei 
German  officials  have  proposed  a  joiil 
U.  S. -European  effort  to  fight  Japanesi 
dominance  in  HDTV.  When  the  Europe 
ans  last  triej 
such  a  multini|; 
tional  consortium,  tW 
result  was  Airbus  Industri 
which  is  costing  its  backers  bij 
lions  in  endless  subsidies 
I  Watch  the  big  picture.  Fei 
eral  resources  should 
to  support  knowledge  anl 
technological  development 
first,  products  second,  anl 
specific  industries  last,  p 
at  all.  This  is  where  Japal 
has  been  particularly  effei| 
tive.  Even  projects  that  fa|; 
to  yield  a  marketable  pro(| 
uct  advance  technolog^li 
Witness  Tokyo's  fruitlesf;; 
efforts  to  promote  artificiifi 
intelligence.  : 
■  Drive  a  hard  bargain.  Th  it 
government  should  offei: 
help  at  a  stiff  price.  Indu:| 
try  should  promise  to  reijp' 
vest  profits  or  tie  wages  ti 
output.  Linking  salaries  t: 
productivity  allows  th 
company  to  maintain 
healthy  R&D  budget  durin 
lean  years  while  rewardin 
employees  for  sticking  : 
k        out.  And  companie 
should  not  be  awar( 
ed   total  protectio 


against  foreign  competition.  Relaxatio 
of  antitrust  rules  is  justified  as  long  a 
foreign  competition  keeps  U.  S.  compi 
nies  from  price  gouging.  But  America 
industries  shouldn't  be  allowed  bot 
trade  protection  and  antitrust  relief, 

The  White  House  denies  that  it' 
practicing  the  industrial  policy  Bus 
denounced  so  fervently  during  th 
campaign.  But  whatever  it  wants  t 
call  its  promotion  of  HDTV,  the  Admii 
istration  should  keep  a  tight  rein  on  it 
most  enthusiastic  supporters — and 
firm  hand  on  its  wallet. 
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COMPUTERS  I 


NOW  CRAY  FACES 
LIFE  WITHOUT  CRAY 


The  founder  packs  up — with  his  latest  supercomputer  in  tow 


lor  Seymour  R.  Cray,  father  of  the 
I  supercomputer,  the  script  seemed 
familiar.  Faced  with  sluggish  sales 
and  earnings  and  a  plunging  stock  price, 
Cray  Research  Inc.  management  decided 
the  company  could  no  longer  afford  to 
fund  its  founder's  development  group. 
As  Cray  told  shareholders  on  May  16  of 
plans  to  make  his  Colorado  Springs 
(Colo.)  group  a  separate  company,  the 
63-year-old  computer 
designer  recalled  two 
earlier  occasions  when 
fiscal  reality  blocked  his 
way.  In  1957,  when  Uni- 
vac  Corp.  refused  to 
fund  an  ambitious  proj- 
ect, Cray  left  for  start- 
up Control  Data  Corp. 
V/hen  CDC  balked  at  an- 
other Cray  program  in 
1972,  he  founded  his 
own  company.  Now, 
Cray  is  being  pushed 
out  again.  "It  was  man- 
agement's idea,"  he  told 

BUSINESS  WEEK. 

It  was  a  choice  that 
Cray  Research  Chair- 
man and  Chief  Execu- 
tive John  A.  Rollwagen 
wishes  he  never  had  to 
make.  Addressing  the 
stunned  shareholders, 
Rollwagen  gamely  ac- 
centuated the  positive.  "Both  these  com- 
panies can  thrive,"  he  told  them. 

Wall  Street  begs  to  differ.  The  news 
sent  the  Minneapolis-based  company's 
stock  tumbling  6  points,  to  49%,  on  May 
16.  The  following  day,  it  dropped  an  ad- 
ditional 21/8.  "They're  selling  this  as 
'two-is-better-than-one,' "  says  Gary  P. 
Smaby,  analyst  for  Needham  &  Co.  in 
Minneapolis.  "I'm  not  yet  convinced." 
'CRAY  WEST.'  The  move  also  raises  ques- 
tions about  how  well  the  U.  S.  can  hold 
its  lead  over  Japan  in  supercomputers. 
Just  a  month  earlier.  Control  Data  dis- 
banded its  poorly  performing  ETA  Sys- 
tems supercomputer  subsidiary,  leaving 
Cray  Research  as  the  only  active  suppli- 
er of  full-fledged  supercomputers  in  the 
U.  S.  Rollwagen  says  spinning  off  the 
new  Cray  Computer  Corp. — already  be- 
coming known  as  "Cray  West" — will 
give  customers  another  choice. 

That  seems  to  be  the  view  in  Washing- 
ton as  well.  The  only  worry  there,  ac- 
cording to  a  high  trade  official,  is  wheth- 


er the  new  company  can  find  capital 
beyond  the  $150  million  in  cash  and  as- 
sets pledged  by  Cray  Research.  "It 
sounds  good  as  long  as  Seymour  can  get 
the  resources  he  needs  to  manufacture 
the  system,"  says  the  official.  His  Cray- 
3  project  has  already  consumed  $50  mil- 
lion in  the  past  18  months  and,  with  a 
tentative  introduction  date  of  late  1990, 
it  is  at  least  a  year  behind  schedule. 


SEYMOUR  CRAY 


KIND  OF  LIKE  STARTING  OVER 


By  spinning  off  the  Cray-3,  Rollwagen 
may  have  thrown  the  baby  out  with  the 
bath  water.  The  biggest  problem  is  that 
the  company  loses  the  talents  of  Sey- 
mour Cray,  who  made  it  the  undisputed 
supercomputer  champ.  What's  more, 
Cray  Research  is  left  with  the  more  con- 
servative C-90  supercomputer  develop- 
ment project  that  uses  conventional  sili- 
con chip  technology  rather  than  the 
superfast  gallium-arsenide  chips  that 
Seymour  Cray  plans  for  the  Cray-3. 

Cray  Research's  caution  earlier  drove 
off  Steven  S.  Chen,  a  designer  of  the 
Cray  X-MP.  Now,  Chen's  IBM-funded 


The  spinoff  raises  the 
question  of  whether  the  U.S. 

can  preserve  its  lead  in 
supercomputers  over  Japan 


startup  is  pursuing  his  radical  parallel- 
processor  design.  Cray  Research's  aver- 
sion to  risk  could  backfire,  warns  Larry 
L.  Smarr,  director  of  the  National  Cen- 
ter for  Supercomputing  Applications  at 
the  University  of  Illinois.  "In  a  business 
where  your  products  are  obsolete  every 
two  years,  you  don't  survive  by  playing 
it  safe,"  says  Smarr. 
UP  AGAINST  IT.  But  Cray  had  few  op- 
tions. It  was  already  under  pressure 
from  Wall  Street  after  the  decline  in  its 
stock  from  a  high  of  135%  in  April,  1987. 
Between  the  Cray-3  and  the  C-90,  the 
company  had  spent  close  to  $100  million 
in  the  past  18  months.  Last  year,  as 
Cray  Research's  revenue  growth  slowed 
to  10%  and  earnings  inched  up  by  6%, 
R&D  costs  mushroomed  by  35%.  "It 
doesn't  take  either  of  my  degrees  from 
MIT  or  Harvard  to  see 
what  happens  to  the 
bottom  line,"  says  Roll- 
wagen. In  the  quarter 
ended  Mar.  31,  Cray 
had  its  first  operating 
loss  since  1976.  Cray 
President  Marcelo  A. 
Gumucio  says  a  reces- 
sion could  batter  Cray. 
Federal  budget  cuts 
would  also  slow  sales  to 
the  government  and  de- 
fense contractors. 

Given  that  scenario — 
and  the  possibility  of  a 
takeover  attempt — 
Rollwagen  was  forced 
to  cut  back.  The  C-90, 
due  out  in  1991,  is  mov- 
ing along  better  than 
planned,  according  to 
Rollwagen,  and  is  ex- 
pected to  be  comparable 
in  speed  with  the  first 
Cray-3  models,  even  though  computer 
scientists  say  Cray-3  technology  could 
leap  ahead  in  future  generations.  And 
the  C-90  will  be  a  direct  successor  to  the 
company's  successful  X-MP  and  Y-MP  line, 
whose  software  is  favored  by  the  com- 
mercial customers  Cray  Research  has 
targeted  for  future  growth. 

That  tilted  the  scales  for  Rollwagen, 
who  says  he  spent  six  months  mulling 
over  alternatives.  Rollwagen,  whom  Sey- 
mour Cray  had  recruited  in  1975,  even 
considered  killing  the  Cray-3  project  out- 
right as  a  last  resort.  Late  in  April,  Roll- 
wagen flew  to  Colorado  Springs  to  talk 
things  over  with  Seymour  Cray.  He 
agreed  to  the  deal,  which  will  involve 
distributing  90%  of  the  shares  in  the 
new  company  to  Cray  Research  share- 
holders. "I  don't  mind  this  role,"  says 
Cray.  "I  kind  of  like  starting  over."  Who 
knows,  he  may  also  enjoy  having  the 
last  laugh  on  companies  that  thought 
they  couldn't  afford  to  keep  him  around. 
By  Russell  Mitchell  in  Minneapolis 
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TAKEOVERS  I 


WPP,  THE  NEW 
GIANT  OF . . . 


Buying  Ogilvy  gives  it  more  tlian 
a  big  new  shop  on  Mad  Ave. 


When  Martin  Sorrell,  chief  exec- 
utive of  WPP  Group  PLC.  per- 
suaded the  board  of  Ogihy 
Group  Inc.  to  accept  his  S864  million 
takeover  offer  on  May  16,  most  of  the 
focus  was  on  advertising.  After  all,  wpp 
now  owns  two  top  Madison  Avenue 
shops — Ogil\T  &  Mather  Worldwide  Inc. 
and  J.  Walter  Thompson  Inc. — and  is 
neck-and-neck  for  first  place  with  com- 
peting agency  Saatchi  &  Saatchi  PLC. 
But  the  deal  also  makes  WPP  the  leading 
public-relations  company  in  the  world, 
with  3193  million  in  combined  annual-fee 
income.  And  WPP  will  control  an  impres- 
sive array  of  marketing-services  firms. 

The  acquisition  should  help  wpp  take 
advantage  of  the  continuing  growth  in 
these  nonadvertising  fields.  As  the 
growth  of  U.  S.  ad  spending  declines, 
many  agencies  are  entering  faster-grow- 
ing communications  businesses  such  as 
public  relations,  direct  marketing,  sales 
promotion,  and  market  research.  Ogilvy 
and  WPP  are  no  exception.  Nonadvertis- 
ing services  made  up  almost  40^;-  of 
Ogil\T's  business  and  more  than  30^f  of 
WPP's  revenues  before  the  acquisition. 
AUTONOMY  PACT.  Public  relations  will 
make  up  the  biggest  slice  of  wpp's  non- 
advertising  pie.  PR  firms  tj-pically  enjoy 
only  slightly  higher  operating  margins 
than  ad  agencies,  but  the  business  is 
growing  about  10^^  a  year,  compared 
with  advertising's  6^^  annual  growth. 

Combining  the  tvvo  PR  companies — 
OgWvy  &  Mather  PR  Group  and  Hill  & 
Knowlton  Inc. — makes  sense.  But  it's 
out  of  the  question  for  now.  OgiK-j- 
Chairman  Kenneth  Roman  agreed  to 
WPP's  offer  on  the  condition  that  the  two 
companies  operate  independently.  Gold- 
en parachutes  for  Ogihy  top  managers 
will  open  immediately  if  the  autonomy 
pact,  effective  through  1991,  is  violated. 
Still,  the  agreement  won't  stop  Sorrell 
from  instituting  his  trademark  financial 
controls  and  cost-cutting  techniques. 

Sorrell  insists  he  wants  Ogilvy  to  op- 
erate independently.  That  hasn't  stopped 
him  from  assembling  a  committee  of 
Ogilvy  and  J\\T  executives  "to  look  for 
business  opportunities  at  the  two  compa- 
nies," says  Sorrell.  Even  if  they  don't 
find  any,  OgiKy  gives  WPP  powerful  am- 
munition in  its  war  with  Saatchi. 

By  Walecia  Konrad  in  Xeiv  York 


A  BENETTON  STORE  IN  FLORIDA:  ALL  ACROSS  THE  NATION,  SALES  HAVE  STALLED 


BENETTON  TARGETS 

A  NEW  CUSTOMER— WALL  STREET 


But  given  its  sullied  image,  will  investors  be  interested? 


These  days.  Aldo  Palmeri  is  a  man 
in  almost  constant  motion.  The 
fast-talking  Sicilian  who  manages 
the  global  apparel  empire  of  Italy's  Ben- 
etton Group  has  a  brand-new  product  to 
sell:  stock  in  the  company.  Benetton  is 
offering  8  million  to  9  million  American 
Depositor,"  Receipts  (.\DRs)  worth  around 
8150  million  on  the  New  York  Stock  Ex- 
change. It's  the  first  time  an  Italian 
company  has  attempted  to  float  stock 
directly  on  Wall  Street.  Palmeri  and  Fed- 
erico  Minoli.  general  manager  of  Benet' 
ton  US.-^,  have  been  crossing  North 
America  aboard  a  company-owned 
Cessna  trying  to  fire  enthusiasm 
among  investors.  "It's  been  ex- 
citing and  pretty  tiring,"  Pal- 
meri says  between  flights. 
"But  the  reception  has 
been  fantastic." 

Maybe  so,  but  Benet- 
ton has  chosen  a  difficult 
moment  to  stretch  out  its 
palm,  to  Wall  Street.  Af- 
ter years  of  double-digit 
profit  growth,  net  income 
last  year  was  flat,  at 
about  $99.5  million,  and 
margins  have  declined 
(chart).  What's  more, 
sales  of  Benetton  cloth- 
ing in  some  of  its  largest 
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A  MARKDOWN 
IN  PROFITABILITY 


■85 

A  PERCENT 

DATA:  BENEnON,  BWESTlkUn 


markets,  including  Italy  and  the  U.  S 
have  stalled. 

It  also  doesn't  help  that  Benetton' 
image  has  been  sullied  in  the  U.  S.  by 
series  of  legal  actions.  The  company  i 
currently  battling  five  lawsuits  involvin 
the  owners  of  17  stores  in  Alabama,  M: 
sissippi,  Oregon,  Rhode  Island,  and  fiv  -ip 
Midwestern  states.  The  latest  was  file 
by  Sherr}-  L.  Cupit  in  U.  S.  District 
Court  in  Hattiesburg,  Miss.,  on  MaJ 
12 — the  same  day  Palmeri  made  hi 
pitch  to  institutional  investors  in  Londo 
and  Glasgow.  Cupit.  wh 
owned  two  stores  in  Mississij 
,  charged  Benetton  with  breach 
ntract    for,    among  othe 
things,  repeatedly  shippinj 
goods  she  didn't  order  an 
reneging  on  a  paymer 
agreement    they  ha^ 
worked  out. 

The  New  York  offic 
of  the  Federal  Trad 
Commission  also  is  inves 
tigating  Benetton  fo 
possible  violations  of  FT 
franchising  rules.  Sayni-^j 
Boston  lawyer  HaroL 
Brown,  whose  client 
James  M.  and  Kathlee: 
Donelan  have  charge' 
Benetton  with  violatin) 
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ichise  law  with  their  Warwick  (R.  I.) 
•e:  "Franchisees  are  being  done  in 
and  right." 

lenetton  officials  dismiss  such  at- 
cs.  They  say  the  handful  of  lawsuits 

store  closings  are  insignificant  when 
isured  against  the  650  independently 
led  outlets  operating  in  the  U.  S.  Pal- 
•i  argues  that  some  store  owners  are 
■ning  Benetton  for  their  own  business 
takes.  And  he  points  out  that  Benet- 

stores,  like  all  U.  S.  apparel  retailers, 

caught  in  a  sales  slump  last  year, 
levertheless,  company  officials  have 
nowledged  growing  pains.  Former 
Kinsey  &  Co.  consultant  Minoli  has 
n  working  for  more  than  a  year  to 
ingthen  management  of  U.  S.  opera- 
is  and  improve  relations  with  store 
lers.  Minoli  has  been  shifting  devel- 
nent  away  from  tiny,  1,000-square- 
t  stores  to  outlets  more  than  four 
es  larger  that  carry  clothing  and  ac- 
sories  for  adults  and  children. 
)espite  its  problems  in  the  U.  S., 
ich  accounts  for  13%  of  Benetton's 
3S,  it's  hard  to  take  away  from  the 
npany's  international  achievements. 

10  years,  almost  5,000  shops  have 
outed  in  79  countries.  Last  year,  Ben- 
Dn  sold  $1.1  billion  of  colorful,  moder- 
ly  priced  outfits.  A  booming  market 
fapan,  where  Benetton  has  330  stores. 
PECTIONS  Back  in  Italy,  Benetton's 
ige  has  been  suffering.  Its  shares, 
•lings  on  the  Milan  Bourse  after  the 
it  public  offering  in  1986,  are  trading 
»und  $7.85,  half  the  peak  before  the 
tober,  1987,  crash.  A  rash  of  senior 
.nagement  defections,  including  the 
ef  financial  officer,  and  hints  of  stra- 
fic  differences  among  the  four  Benet- 
1  siblings,  who  own  about  80%  of  the 
ick,  have  shaken  local  confidence  in 
^  company.  "I  think  one  of  the  reasons 
jy've  gone  to  Wall  Street  is  that  no 
e  in  Italy  would  buy  extra  shares 
w,"  says  Francesca  LoUi,  an  Italian 
uities  analyst  at  London  stockbroker 
)are  Govett  Ltd.  Though  Lolli  says 
e's  "not  too  excited  about  the  compa- 
,"  she  sees  little  downside  risk  in  the 
tRs.  The  issue  is  priced  at  13  times 
mings  with  a  yield  of  about  5%. 
Palmeri  is  nothing  but  confident.  For 
n,  floating  stock  in  New  York  is  the 
St  step  toward  making  Benetton  a  real 
altinational:  Next  September,  he  plans 
apply  for  a  Tokyo  listing.  He  scoffs  at 
mors  that  he  might  be  quitting  soon 
!cause  of  differences  with  Benetton 
mily  members.  The  company  just  ex- 
nded  his  contract  as  general  manager 
r  another  three  years.  "Benetton  is  too 
scinating  a  company  to  leave,"  he 
iys.  But  if  Benetton  can't  drum  up  in- 
istor  confidence,  it  may  be  fascinating 
ir  all  the  wrong  reasons. 

By  John  Rossant  in  Rome  and  Amy 
unkin  in  New  York 


STRATEGIES  I 


EUROPE'S  GARBAGE  SMELLS  SWEET 
TO  WASTE  MANAGEMENT 


The  U.S.  toxic-waste  giant  is  making  a  big  play  on  the  Continent 
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Waste  Management  Inc.  was 
sure  it  had  found  a  gem.  Ear- 
ly this  year,  the  French  tenta- 
tively agreed  to  sell  a  state-owned  haz- 
ardous-waste disposal  company,  one  of 
France's  largest,  to  Waste  Management 
and  French  partner  Chantiers  Modernes. 
It  seemed  like  a  perfect  marriage  for  the 
U.  S.  king  of  trash,  now  expanding  rap- 
idly into  Western  Europe. 

But  the  French  have  left  Waste  Man- 
agement at  the  altar. 

BUSINESS  WEEK  has 
learned  that  the  object 
of  its  desire,  PEC  En- 
gineering, is  off  the 
market.  A  government 
spokesman  says  han- 
dling toxic  chemicals  is 
"too  sensitive"  to  be 
left  in  the  hands  of  a 
private  company. 

Perhaps.  But  Waste 
Management  sees  an- 
other force  at  play: 
pec's  major  domestic 
rivals  lobbied  fierce- 
ly to  keep  Waste  Man- 
agement at  bay.  "We 
know  there  were  pres- 
sures not  to  privatize 
PEC,"  says  Fred  Wein- 
ert,  who  heads  Waste 
Management's  interna- 
tional unit. 

ON  A  SPREE.  As  the  top 

U.  S.  handler  of  hazard- 
ous waste,  with  $3.5  bil- 
lion in  revenues.  Waste 
Management  could 
make  a  big  splash  in 
Europe,  where  smaller 
companies  cling  to  home  markets. 
"There  really  aren't  any  major  hazard- 
ous-waste companies  in  Europe,"  notes 
Deborah  Thielsch,  a  First  Boston  Corp. 
analyst.  That's  why,  with  an  environ- 
mental movement  sweeping  the  Conti- 
nent, Waste  Management  is  on  a  spree: 
It  has  bought  four  companies  there  in 
the  past  year.  "Garbage  is  a  global  prob- 
lem," says  Chairman  Dean  L.  Buntrock. 

As  the  French  experience  shows,  Bun- 
trock's  overseas  gambit  isn't  a  cinch.  It 
faces  protectionist  pressures  and  tough 
competitors  from  back  home.  Houston- 
based  rival  Browning-Ferris  Industries 
Inc.  has  already  gobbled  up  10  garbage- 
hauling  companies  during  the  past  year. 

Another  problem:  image.  Since  1980,  a 
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Waste  Management  subsidiary,  Ocean 
Combustion  Service,  has  burned  toxic 
waste  on  incineration  boats  about  100 
miles  off  the  Netherlands  coast  in  the 
North  Sea.  Greenpeace  International 
and  others  have  blasted  Waste  Manage- 
ment for  leaving  toxic  deposits  in  the 
sea.  The  company  says  the  practice  is 
environmentally  safe,  yet  it  plans  to 
abide  by  a  ban  set  to  take  effect  in  1994. 
Even  so,  "Waste  Management  suffers  a 
big  image  problem  in 
Europe,"  says  Ernst 
Klatte,  Greenpeace's 
Brussels  chief. 

LITTLE    CHOICE.  Yet 

even  critics  like  Klatte 
can  see  why  Waste 
Management  is  looking 
for  European  expan- 
sion. Europe's  landfill 
shortage  has  reached  a 
crisis.  West  Germany 
exports  about  1  billion 
tons  of  trash  annually 
to  East  German  land- 
fills. And  since  tougher 
pollution  rules  are  like- 
ly to  drive  up  operating 
costs,  Europe's  band  of 
small  waste  companies 
will  have  little  choice 
but  to  seek  larger  part- 
ners. Just  one  state-of- 
the-art  landfill  costs 
about  $60  million.  That 
gives  Waste  Manage- 
ment a  decided  advan- 
tage. Profits  last  year 
surged  42%,  to  $464.2 
million  on  $3.5  billion  in 
sales,  which  gained 
29%.  Wall  Street  has  sent  the  stock  up  to 
a  52-week  high  of  almost  $50  a  share. 

That  financial  clout  makes  companies 
with  landfill  and  incineration  capacity  af- 
fordable. The  company  now  has  about  10 
big  landfills  in  Europe,  and  it  hopes  to 
build  a  network  of  land-based  incinera- 
tors in  each  West  European  market.  If 
Waste  Management  can  get  in  fast 
enough,  it  stands  to  win  big.  Already,  its 
overseas  sales  this  year  should  double 
(chart).  While  that's  just  a  puny  part  of 
the  company's  revenues  now,  Europe  of- 
fers lots  of  future  growth.  The  greening 
of  Europe  could  mean  loads  of  green- 
backs for  Waste  Management. 

By  Brian  Bremner  iri  Oak  Brook,  III, 
with  Pia  Farrell  in  Paris 
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DEALMAKERS 


SPLITSViLLE  FOR 
A  HOT  LBO  TEAM 


Hicks  and  Haas  made  oodles 
together,  but  their  styles  clashed 


Leveraged  buyout  partners  Robert 
B.  Haas  and  Thomas  0.  Hicks 
started  out  modestly  in  1984  when 
they  hung  out  the  Hicks  &  Haas  shingle. 
Over  pizza  in  a  Dallas  restaurant,  they 
vowed  to  do  SI  billion  in  deals  in  10 
years.  Talk  about  lowballing.  Five  years 
later,  the  company  passed  the  S4  billion 
mark.  Says  Tom  Da\ns,  a  senior  vice- 
president  at  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.:  "They  were  one 
of  the  two  or  three  top  LBO  firms." 

No  longer.  On  May  11,  Hicks  and 
Haas  broke  up,  citing  philosophical  dif- 
ferences. But  insiders  say  that  Haas,  a 
brash  Yankee  known  as  a  tenacious  ne- 
gotiator, got  tired  of  carrying  Hicks,  the 
well-connected,  slower-moving  Texas  fi- 
nancier. Some  say  Hicks's  ties  to  Dallas' 
old-boy  network  have  become  less  impor- 
tant to  Haas,  who  is  dealing  outside  the 
depressed  Texas  market.  The  principals 
deny  it.  "That's  just  barroom  gossip," 
says  Hicks.  Insists  Haas  through  his 
spokesman:  "That's  totally  off  the  wall." 

Just  the  same,  something  happened. 
Hicks  was  a  major  player  at  first.  Haas 
moved  to  Dallas  from  Cleveland  because 


HICKS  AND  HAAS  IN  TIMES  GONE  BY: 
$4  BILLION  IN  DEALS  IN  FIVE  YEARS 


Hicks,  who  headed  InterFirst  Corp.'s 
venture-capital  arm,  had  lots  of  contacts. 
Those  ties  came  in  handy  in  the  pair's 
first  big  deal,  buving  Dr  Pepper  Co.'s 
local  bottling  operations  in  1985.  A  Dal- 
las businessman  had  told  Hicks  that  Dr 
Pepper  wanted  to  sell.  Hicks  got  the 
financing  locally,  through  MCorp. 
WELL-REHEARSED.  But  in  the  past  two 
years,  Hicks's  role  diminished.  Haas 
reached  outside  Texas  to  grab  such  in- 
dustrial companies  as  Thermadyne  In- 
dustries Inc.  in  St.  Louis  and  Materials 
Applications  Group  in  San  Diego.  Even 
the  partnership's  1986  merger  and  sale 
of  Seven-Up  Co.  and  Dr  Pepper  was  or- 
chestrated by  Haas.  "You  just  didn't  see 
Tom  anymiore,"  says  one  investment 
banker.  "He  just  quit  working."  By  con- 
trast, Haas  is  a  notorious  workaholic. 
One  ad\iser  recalls  a  plane  trip  to  Xew 


York  during  which  Haas  wTote  a  sciit  -rs 
for  the  next  day's  negotiations,  then  j- 
hearsed  it.  "He  figures  out  what  hs 
going  to  say  and  then  guesses  how  e 
other  side  will  respond,"  says  one  ba:- 
er.  "And  he  is  almost  always  correct 

Hicks  admits  he's  tired  of  being  o\> 
shadowed:  "When  you  have  two  peo€ 
in  charge,"  he  says,  "and  one  is  takg 
charge,  it  becomes  essential  for  the  cv 
er  to  make  a  change."  He  has  formei^ 
new  firm  with  John  Muse,  a  fomj 
managing  director  at  Prudential-Bace 
Securities  Inc.,  which  is  investing  upjD 
$100  million.  They  plan  to  focus  on  de 
with  Southwest  insurers.  Muse  isn't 
pecting  Hicks  to  change:  "Tom  wants* 
smell  the  roses  a  bit  more." 
CONTRASTING  BELIEFS.  Surely,  genue 
differences  prompted  the  split:  Hicks  i- 
lieves  the  wave  of  LBOs  has  crested.  16 
firms  must  now  raise  large  pools  of  ca- 
tal  to  be  tapped  when  a  good  deal  cone 
along.  Haas,  on  the  other  hand,  plansti 
keep  the  old  H&H  formula,  recruiting  i- 
vestors  one  deal  at  a  time.  The  fin 
never  had  trouble  drawing  investors:  t 
S45  million  stake  in  Dr  Pepper/ Seven-p 
jielded  a  14-to-l  return  last  year  win 
Pru-Bache  bought  it  for  $600  million. 

The  pair  recently  formed  a  holdif 
company  to  shepherd  their  industrial  v 
erations.  They  also  still  jointly  hold  4 
of  Dr  Pepper/Seven-Up.  "But  don't  i- 
pect  them  to  hold  on  for  long,"  sjfe 
Jesse  Meyers,  a  beverage-industrj-  a> 
lyst.  "They  aren't  long-term  player" 
Evidently,  that  includes  partnerships. 

By  Kevin  Kelly  in  Dais 


BAKER  HUGHES  lOPS  OFF  A  WEAK  LIMB 


B: 


aker  Hughes  Inc.  Chairman 
.James  D.  Woods  never  leaves 
'any  doubt  about  who's  in 
charge.  When  the  proposed  merger  of 
Baker  International  Inc.  and  Hughes 
Tool  Co.  nearly  collapsed  two  years 
ago,  Woods  secured  the  deal  by  threat- 
ening a  SI  billion  suit.  Then  the  Baker 
partisan  put  his  men  in  the  top  spots 
and  remade  the  company.  How  long 
did  he  wait?  "About  24  hours,"  says 
E.  C.  Broun  Jr.,  a  former  Hughes  vice- 
president  and  director. 

Now,  Woods  is  at  it  again.  On  May 
17,  he  announced  he  had  sold  Baker 
Hughes's  mining-equipment  operation, 
which  accounted  for  almost  10%  of  the 
company's  $2.3  billion  in  revenues.  The 
buyer?  A  Finnish  mining  and  textile 
company,  Tampella  Ltd.,  which  paid  an 
estimated  $155  million. 

The  deal  begged  to  be  done.  Produc- 
tivity gains  in  mining  coal  have  driven 


down  orders  for  new  equipment.  Even 
with  the  help  of  a  profitable  sideline  in 
waste  processing.  Baker  Hughes's  min- 
ing outfit  has  lost  money  since  1985. 
Last  year,  Woods  gave  up  and  put  the 
mining  operation  up  for  sale. 
TOUGH."  Now,  the  57-year-old  executive 
has  his  hands  full  with  the  oil  industrj'. 
Faced  with  depressed  markets,  he  has 
used  "brutally  tough  cost-cutting," 
says  one  person  close  to  the  company. 
Woods  slashed  more  than  $80  million  a 
year  from  Baker  Hughes's  annual  op- 
erating costs.  The  move  paid  off:  He 
turned  a  1987  operating  loss  of  $144.2 
million  into  an  $81  million  operating 
profit  in  fiscal  1988. 

Despite  Woods's  apparent  success, 
Baker  Hughes  lacks  the  flexibility  of 
such  rivals  as  Dresser  Industries  Inc., 
which  will  have  nearly  10  times  Baker 
Hughes's  1989  cash  flow,  according  to 
Salomon  Brothers  Inc.  analyst  James 


D.  Crandall.  Last  year.  Woods  tried  1 
sell  his  oil-pumping  operations,  BJ  Tita 
Ser\nces  Co.  and  its  international  di\ 
sions,  for  about  $200  million.  With  i 
takers,  he  withdrew.  But  competitoi 
Halliburton  Co.  and  Schlumberger  Lt 
are  far  ahead  in  pumping  technolog; 
Woods  needs  to  sell  the  divisions  ( 
make  huge  new  capital  expenditures. 

Woods  also  must  beef  up  researc 
and  development.  Such  new  technolog 
as  horizontal  drilling  lets  one  rig  ta 
several  reservoirs,  and  rivals  Smith  Ii 
temational  Inc.  and  Eastman  Christei 
sen  Co.  have  zipped  ahead.  To  catc 
up,  Woods  formed  a  division  for  th 
new  drilling  process  and  last  yes 
boosted  overall  capital  spending  37? 
to  $62  million.  It  figures:  The  guy  wh 
wielded  a  $1  billion  lawsuit  to  creal 
Baker  Hughes  is  sparing  nothing  t 
ensure  his  company  stays  in  the  blad 
By  Todd  Vogel  in  Housto 
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\s  long  as  GE  Capital  has  been 
n  t  lie  business  of  financing  other 
)iisinesses, we've  been  in  the  idea 
xisiness.Over  the  years, our 
apital  ideas  have  helped  many 
leagoing  companies  keep  their 
iCcids  above  water 
Equipment  leasirig,  for  example, 
iS  a  capital  idea  that's  right  at 
tioiiie  at  sea:  Containership 


operator  s  keep  their  working 
capital  high  and  dry  by  leasing 
ships  by  the  dozen  and  containers 
by  the  thousand  from  GE  Capital. 

Circle  Line  brought  us  aboard 
when  they  wanted  to  expand  their 
business  in  New  York  harbor. 
Thanks  to  GE  Capital,  custom  fi- 
nancing surfaced  and  World  Y^cht, 
New  York's  most  elegant  floating 


restaurants,  became  part  of  the 
Circle  Line  fleet. 

And  an  Ontario-based  houseboat 
and  yacht  rental  organization  with 
a  fleet  of  130  boats  on  four  con- 
tinents floated  a  line  of  credit  from 
GE  Capital  to  keep  its  inventory 
financing  shipshape. 

Whether  or  not  your  company's 
business  happens  on  the  water, 


wed  like  the  chance  to  help  im- 
prove your  financial  picture.  Just 
callus  at  our  toll-free  number: 
1800  243-2222. 

lb  keep  things  on  course,  we've 
got  capital  ideas  by  the  boatload. 

Not  Just  Capital. 
Coital  Ideas. 


Caoital  Heas 


are  Ikmched  at 


GE  Capital 
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OFF  AND  STUMBLING:  THE  FAMED  TRACK  MAY  GIVE  WAY  TO  CONDOS  AND  OFFTRACK  BETTING 


IS  HOLLYWOOD  PARK  ON  THE  WAY 
TO  THE  GLUE 


A  raider  makes  his  move  to  take  over  the  money-losing  racetrack 


Since  it  opened  in  1938,  Hollywood 
Park  racetrack  has  been  a  play- 
ground for  movie  stars  and  mo- 
guls. Its  first  board  members  included 
Al  Jolson  and  Warner  Brothers'  Jack  L. 
Warner,  and  more  than  one  winner  was 
rooted  home  by  the  likes  of  Walt  Disney 
and  Gary  Grant.  Even  now,  Michael 
Jackson  and  Elizabeth  Taylor  can  be 
seen  lining  up  at  the  exacta  window. 

Since  the  early  1980s,  though,  the 
stars  haven't  had  much  company.  Atten- 
dance is  down  as  punters  have  suc- 
cumbed to  the  lure  of  the  state  lottery 
and  offtrack  betting,  saddling  the  park 
with  mounting  debt  and  $U)  million  in 
losses  since  1987  (chart).  Stock  in  the 
track,  which  is  traded  over  the  counter, 
hit  its  high  back  in  1983.  Now  comes  the 
final  indignity:  A  raider — a  Denver 
truck-trailer  maker,  no  less — wants  to 
end  live  racing  there  altogether. 

With  a  5.67f  stake  in  the  racetrack, 
Thomas  W.  Gamel,  49,  is  contemplating 
a  proxy  fight  or  takeover  bid,  and  he  has 
sued  the  track  to  get  its  shareholder  list. 
Ranged  against  him  are  some  of  Holly- 
wood's wealthiest  power  brokers,  includ- 
ing financier  Marvin  Davis  and  onetime 
entertainer  Merv  Griffin,  who  sit  on  the 
track's  board.  They're  led  by  Marjorie  L. 


P 


Everett,  67,  Hollywood  Park's  tenacious 
chief  executive,  who  owns  14.8%  of  the 
company. 

At  issue  is  what  to  do  with  the  340- 
acre  Inglewood  (Calif.)  site  on  which 
the  racetrack  sits.  The  prime  attraction 
is  the  nearby  Great  Western  Forum, 
where  the  Los  Angeles  Lakers  play  bas- 
ketball. Gamel  envisions  a  residential 
and  commercial  complex 
alongside  an  offtrack  bet- 
ting facility  in  what 
is  now  the  10,400-seat 
grandstand.  To  fund  the 
development,  he  wants  to 
sell  Hollywood  Park's 
thoroughbred  racing 
dates  to  other  local 
tracks.  That,  snorts  Hol- 
lywood Park  lawyer  Rob- 
ert Forgnone,  "would  be 
like  suggesting  that 
General  Motors  give  up 
the  manufacture  of  automobiles." 

Everett,  who  declined  to  be  inter- 
viewed for  this  story,  told  Gamel  his 
proposals  were  "shortsighted"  and  in- 
sisted that  Hollywood  Park  would  be- 
come profit^ible  again.  But  time  may  be 
running  out  on  the  track — and  Everett's 
reign.  Wells  Fargo  Bank,  which  has  lent 


LOSING 
AT  THE  TRACK 


■84      85  86 

S  -I     NET  INCOME 
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▲  MILLIONS  OF  DOLLJkRS 

DAIA:  HOLLYWOOO  PARK  REAUY  ENTERPRISES 


the  track  about  $98  million,  could  e- 
mand  full  repayment  by  July  31.  ShrJc- 
ing  shareholder's  equity  and  negave 
cash  flow  put  it  in  default  on  its  \m 
covenants  in  1986,  forcing  it  to  suspid 
dividend  payments  in  1987. 

In  April,  outside  auditors  warned  tat 
the  company  might  fail.  One  way  it 
would  be  to  sell  the  300-acre  site  in 
which  the  company's  Los  Alamitos  1  ■- 
ness  track  sits.  But  a  $95  million  Cui 
fell  through  in  February,  and  the  bo-o 
is  considering  a  new  $60  million  bid. 

Gamel  is  more  concerned  with  Hov- 
wood  Park.  Although  Everett  introdu«i 
exacta  and  pick-six  betting  and  broujit 
the  first  Breeder's  Cup  race  series  to  le 
park,  Gamel  blames  her  for  "runninja 
first-class  track  into  the  ground." 
wants  her  to  resign.  Failing  that,  le 
says,  the  board  should  sack  her.  Pir 
management  and  botched  expansn 
have  alienated  fans  and  employees,  le 
contends,  and  renovation  of  the  rundoTi 
Hollywood  Park  facility  would  be  o 
costly.  Instead,  Gamel  favors  using  le 
park's  modern  structure  to  receive  hs- 
ing  broadcasts  from  other  parks. 

He  may  know  what  he's  talking  abet. 
A  racehorse  owner  himself,  Gamel  it 
on  the  board  of  crosstown  rival  Sa:a 
Anita  racetrack  until  he  quit  to  purae 
his  bid  for  Hollywood  Park. 
IRON  WILL.  Everett  and  Gamel  have  ti- 
gled  before.  In  1986,  he  was  a  memkr 
of  a  group  that  bid  $35  a  share,  or  $J8 
million,  for  the  company,  only  to  « 
turned  away.  Hollywood  Park  stockis 
now  trading  at  about  $26. 

Despite  that  anemic  price,  Everetlis 
sure  to  put  up  a  furious  fight.  Scrapy 
enough  to  have  broken  her  arm  to 
years  ago  while  sliding  during  a  coma- 
ny  Softball  game,  she  rules  over  le 
track  with  an  iron  will.  Critics  say  ae 
refuses  to  delegate  even  the  most  mi- 
dane  tasks  to  underlins. 
"She  runs  a  totalitarn 
regime,"  says  Jon  b- 
sheim,  president  of  Grtn 
Street  Advisors,  a  Nff- 
port  Beach  (Calif.)  fin 
that  researches  real  3- 
tate  securities.  "To  't 
an  annual  report,  I  haco 
go  through  Marje  E\r- 
ett— and  I  had  to  tell  ir 
why  I  wanted  it." 

So  what  happens  win 
the  trailer  maker  frn 
Denver  comes  face-to-face  with  the  p- 
tector  of  Hollywood's  racing  heritaj.? 
Everett  has  most  of  Tinseltown  on  2t 
side.  Gamel,  for  his  part,  can  ente 
shareholders  with  a  quick  return.  Wh 
Hollywood  Park's  glamour  fading,  h's 
coming  up  fast  on  the  outside. 

By  Kathleen  Kericin  in  Los  Anges 
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THANKS  TO  THE  POSTAL  SERVICE, 
THIS  IS  THE  ONLY  LENGTHY  FLOAT 
MOBIL  HAS  TO  DEAL  WITH. 


MILLIONS  OF  DOLLARS  ARE  REACHING  MOBIL  FASTER  SINCE  WE  HELPED 
THEIR  CREDIT  CARD  CENTER  CUT  MAIL  FLOAT  TIME  BY  A  FULL  DAY. 

Ralph  Beckett,  Mobil's  Supervisor  of  Operations  Processing,  saw 
great  potential  benefits  in  barcoding  their  credit  card  statements. 

With  the  help  of  our  Jane  Dyer  and  Clete  Coursen,  Mobil  began 
barcoding  customers'  statements  as  well  as  their  courtesy  reply  mail. 

And  they  began  to  get  back  remittances  a  full  day  sooner,  on 
the  average. 

Ralph  Beckett  estimates  that  this  two-pronged  barcoding 
has  realized  as  much  as  $2,000,000  for  Mobil  in  reduced  mail  fioat 
time  last  year  — plus  another  $170,000  in  postage  discounts. 

When  it  comes  to  saving 
money  the  Postal  Service  can 
help  your  ship  come  in,  too 


Send  the  coupon  and  learn  about 
all  our  creative  solutions. 


UNITED  STATES 
POSTAL  SERVICE 

WE  DELIVER. 


25NF 

SHOW  ME  HOW  TO  REDUCE  MY  FLOAT  TIME. 

SEND  MY  FREE  BROCHURE  AND  CASSEHE  TODAY. 

Call  l-«()()-cS42-!r)0()a  Kxt.  227  or  mail  this  coupon  to: 
United  States  Postal  Service,  PO  Box  7897,  Mt  Prospect  IL  60056-9903 

Mv  line  ol  l)usmcss  is:  (I'li'.ise  clu'ck  one) 


Insurance 

Banking 

Retail 


Government 
rj  PublishinjJ 
n  Education 


□  Securities 

□  Utilities 
n  Wholesale 


M  Services 

□  Manufacturing 

□  Other 


Name- 
Firm— 


Title- 


Street  Address. 
City  


.State. 


'honei_ 


) 


 ZlPCode^ 

.Today's  date  


SO LTTHUlURK  BITES  A.N 
S829  MILLI'ON  BUU-TT 

poned  a  croan-erlT  jass  di 
SL04  biffion,  iDdiiding  SS29 
miffioi!  xo  eoTer  esxtecKjd  real 
esiaxe  losses.  More  ihaD  half 
tiie  red  ink  sieuis  from  the 
BaHas  comp^Jir's  effort  xo 
pm  an  aceuraie  value  on  iis 
440  real  esmte  limiied  part- 
nerships.  Sonthmark  bow  has 
a  DeeaxiTe  nei  wordi  of  &42S 
TTnl'tinr,  and  siazids  in  defanli 
on  biffion  in  junk  bonds. 
Meanw-Mle,  ibe  Federal  Home 
Loan  Bank  Board  fled  suit  on 
May  IT  lo  block  an  atxempted 
takeoTer  of  ihe  eompany. 

Soutimark's  problems  cap- 
tared  public  anention  earlier 
this  year  "when  former  Chair- 
man Gene  Phillips  and  Vie^ 
Chairman  VTiHiam  Friedman 
resigned  as  losses  moxmted. 
Although  they  lefi  the  eompa- 
ny in  sorry  shape,  the  pair  re- 
eerred  severance  pay  of  SL3 
million  and  remain  on  board 
as  consultants 


SKINNER  WINS  ON 
MEW  FUEL  STA.ND'ARDS 


mel  economy 


,AFE.   01  S:.0 


miles  per  gallon  for  their  1990 
models.  Tne  current  stan'iard 
is  26.-5  mpg.  Congress  origi- 
naCy  set  the  2T..5-mpg  goal 
for  the  l9ti-5  model  year,  but 
su  tcessive  Transt>ortati  on 
Secretaries  postponed  the  day 
of  reekoning  in  response  to 


NLAJTWEU  FINDS  IF  YOU 
CAJfT  BEAT 'm.,. 

►  Meaia  riaron  Eober:  Mas:- 
"vreL  is  "sraging  peace  on  r=i": 
fronts.  On  May  16.  he  an- 


traiion  infighiing.  Trazisporta- 
"Qon  Secretary  Samuel  Skin- 
ner has  emerged  the  "ssinna" 
on  fuel  eficiency  standards. 
The  Transportation  IJepz.  an- 
nounced on  May  IT  that  car- 
makers ■srill  be  re'Tuired  to 
achieve  a  coroorate  average 


TV  cha.nnels  from  irral  Rupert 
Murdoch's  satelfite  operation., 
Sky  Channel  The  agreement 
vril]  help  both  men  shore  up 
their  positions  in  Brnish  tele- 
vision. Murdoch  Qeeds  bigger 
audiences  and  revenues  to 
keep  his  money-losing  TV  ven- 
ture going.  Maxwell  shofold 
pick  up  new  cable  customers 
with  the  added  programming. 

An  ocean  away.  Maxwell's 
Maemillan  wiD  form  a  50-50 
joint  venture  with  McGraw- 
Hill  in  educational  publishing, 
mostly  sehoolbooks.  McGraw- 
Hill,  which  also  publishes 
BUSDvISS  w  *■>  K  was  rumored 
to  be  a  Maxwell  takeover  tar- 
get. The  "frnl'  should  help  both 
companies  save  money  in  a 
steady  but  sluggish  business. 
In  addition.  Maxwell  agreed 
not  to  try  to  acquire  MeGraw- 
"FTiTI  for  15  vears.  Its  shares 


IS  PRO-CTER  SWEARING 
OFF  son  DRINKS? 

►  Procter  k  Gamoje,  long 
frostraied  in  its  enort  to  be- 
come a  manor  player  in  soft 
'drinks,  may  be  about  t-o  give 
up.  The  consumer  goods  giant 
has  announced  that  it  wiQ  ex- 
plore the  possibilTLy  of  selling 
Crush,  which  it  purchased  in 
19S0.  Procter  earlier  sold  a 
bottler  that  it  bought  to  learn 
about  the  business. 

P&G's  weak  bottling  net- 
work and  lack  of  a  strong 
name  kert  it  from  getting 


SEPARATING  CKURCH  FROW  UF^ATE 

tie  rest  of  tis.  Consider  Eonald 
Lauder,  an  heir  to  liie  Estee  Lau- 
der cosmetics  fortune  He  wants 
to  be  mayor  of  New  TorL  and 
■fliotigii  he"s  given  littie  chance  of 
winning,  he's  financing  his  Md  1® 
the  tnme  of  S20  miffion. 

As  if  the  rigore  of  The  eam- 
jsQgn  weren't  enorigh,  he's  now 
embroiled  in  a  dispute  with  his 
neighbors  in  East  Hampton, 
N,Y.,  where  he  owns  a  summer 
home.  Latider  wants  to  move  a 
150-yesj-old  Greek  Revival  church  from 
his  property.  He  needs  three  zoning  variani 
bars  are  determined  to  prevent  him  from 
der's  lawyer,  William  Ffeming,  says  his 
place  to  be  away  from  any  maelstrom  in 
tiie  property  already  contains  a  bam,  a 
otrtbuildrngs.  it's  tough  to  get  good  piivai 


U.S.  mar£et.  But  the  compa- 
ny is  steaming  ahead  in  its 
^mpaign  to  increase  its  stake 
in  juiees  and  nonearbonated 
teverages.  The  latest  move: 
the  March  purchase  of  Sundor 
Group,  makg-  of  Sunny  De- 
light'Bori  da  Citrus  Punch. 


HIGH  NO-ON  AT 
PRIME  CO MPin'ER 

►  Artei  siL  mor.tLs  it  angry 
letiers  and  lawsuits,  the  saga 
of  Bennett  LeBow's  $9T0  mdl- 
hon  bid  for  Prime  Computer 
seems  headed  for  a  denone- 
ment.  On  May  15,  Prime's 
r-haTrman,  David  Dunn,  set 


pijj  anc  ga>e  LeBow  a  J'__1't 
deadhne  to  eome  up  with 
cash  to  back  his  tender  o5| 
LeBow  hasn't  respondei 
By  May  IT.  doubtful 
tra.geurs  were  abandoni 
thar  positions,  and  Primj 
stock  fell  2  points,  to  abd 
1€,  a  substantial  diseount 
LeBow's  S20  offer.  Wixh  bd 
Prime  and  MAI,  Basic  Foi 
LeBow's  takeover  vehicj 
weakened  by  the  long  ngl 
one  large  investor  speeulaf 
that  the  way  may  be  open 
a  third  contender,  possit'l; 
Jacanese  buver. 


DEL  MON'TE  IS  GETTIN< 
RIPEpgR  PKKIN' 

►  iijiers  Z-I  I'-ts  II  . 
biseo  are  starting  to  emerd 
On  May  16.  United  BranJ 
a  packaged-  and  fresh-fa 
business  controlled  by 
der  Carl  Lindner,  r^ort 
tiiat  it  would  bid  for  aH 
pan  of  2JE"s  Del  Monte 
and  vegetable  business.  A 
lysts  say  Del  Monte  eo 
fetch  as  much  as  S3  bUhoi] 
United  Brands  is  aire 
one  of  the  world's  largest ; 
veyors  of  'oananas  and  ot 
fresh  fruit  tmdei'  the  Chiq 
brand  name.  But  it  may 
to  bid  against  the  Ikes  of ' 
waifs  Castle  &  Cooke,  wr 
n-vT-i?  Dele. 
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AT  YOUR  SERVICE, 
WORLDWIDE. 

When  dining  out  for  business  or  pleasure,  you'll  find  the  level  of  service  you  ve 
come  to  expect  at  these  and  other  fine  restaurants  which  welcome  the  Diners 
Club®Caixi: 


Eamonn  Doran 

New  York 

Hunter's  Food 
&  Spirits 

Boston 

LaMarmite 

Quito 

Maison  du  Q'gne 
Brussels 

Maxim's 

Kowloon 

Occidental 

Washington,  DC 


Restaurant  Bagatelle 

Oslo 

Restaurant  Fran^ais 

Frankfurt 

Restaurant  La 
Cabana 

Buenos  Aires 

Sushi  Edogin  Annex 

Tokyo 

The  Seventh  Street 
Bistro 

Los  Angeles 

The  Forge  Restaurant 

Miami  Beach 


Old  San  Francisco 
Steak  House 

Dallas,  Houston.  Austin 

Tung  Lok  Sharit's 
Fin  Restaurant  ? 

Singapore 


®  Diners  Club  is  a  registered 
service  mark  of  Diners  Club 
International  Ltd. 


affice,weVe  changed  how  you  work  in  it. 


Our  PCs  are  being  seen  in 
Dre  and  more  offices. 

They're  also  being  seen  out  of 
ore  and  more  offices. 

That's  because  not  only  can 
ir  machines  do  anything  a  desktop 
n  do,  they  can  do  it  j  ust  about 
lywhere  you  want. 

They're  small  enough  and 


rugged  enough  to  stand  up  to  con- 
stant traveling.  And  they  have  the 
power  to  run  whatever  software 
you're  using. 

What's  more,  our  full  line  of 
PCs  includes  three  new  machines. 
First,  our  T1600,  a  battery  pow- 
ered 286.  Second,  our  TSlOOe,  the 
enhanced  successor  to  our  award 


winning  T3100/20.  And,  finally 
our  20MHz,  386-based  T5200,  a 
portable  workstation. 

All  are  capable  of  being  inte- 
grated in  your  networked  system. 

Or  of  being  packed  up  and 
taken  with  you. 

Even  if  you're  only  taking 
them  down  the  hall. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca  Information  Systems,  Inc.,  Computer  Systems  Division 


Lease  a 
Buick  Reatta 

for  only 
$349  a  month. 


One  look  at  Reatta's  distinctively  sleek 
shape,  comfortable,  feature-rich  interior  and 
hand-rubbed  finish  will  tell  you:  This  is  no 
ordinary  automobile. 

Crafted  in  limited  numbers,  Reatta  is  one 
of  the  most  exclusive  automobiles  on  the 
Great  American  Road.  It  is  designed  to  be  an 
uncompromised  blend  of  luxury,  style  and 
over-the-road  performance.  And  now,  a  new 
Reatta  can  be  yours  to  lease  for  a  low 
monthly  payment  of  only  S 349.00,  through 
the  GMAC  SmartLease^  Program.* 


See  your  Buick  dealer  today.  Experience 
the  thrill  of  driving  the  new  Reatta  for  your- 
self. Then  drive  home  in  America's  premium 
luxury  coupe,  with  a  lease  payment  as  attrac- 
tive as  the  Reatta  itself. 


The  Great  American  Road  belongs  to 


•The  above  monthly  payment  is  based  on  a  manufacturer's  suggested  retail  price  of  527,250  (including  dealer  destination  charge)  for  a  1989  Reatta  with  a  48-month 
lease.  The  total  of  48  monthly  payments  of  S349  is  S  16,752  The  amount  due  at  lease  inception  is  your  first  month's  payment,  a  refundable  security  deposit  of  S350 
and  a  capitalized  cost  reduaion  of  S4,078  25,  for  a  total  ofS4,777  25  A  mileage  charge  of  S  08  per  mile  will  be  charged  for  all  mileage  over  60,000  miles  Lessee  is 
responsible  for  excess  wear  and  use  Option  to  purchase  at  lease-end  for  S 1 1 ,990,  except  in  Wisconsin.  Purchase  option  price  is  fixed  at  lease  signing  and  varies  by 
usage  and  length  of  lease  Payment  shown  and  the  total  amount  due  at  lease  inception  do  not  include  license  and  title  fees,  use  tax  or  insurance  and  may  vary 
depending  upon  options.  Payments  may  be  slightly  higher  in  California  (where  a  MSRP  may  be  higher),  Arkansas  and  Alabama.  You  must  take  retail  delivery  out  of 
dealer  stock  by  June  30,  1989.  Lease  is  subject  to  approval  by  GMAC.  See  your  participating  Buick  dealer  for  details 


gM 


BurcK 

SMARTLEASe 


Let's  get  it  together.  .  . buckle  up. 
1989  GM  Corp.  All  rights  reserved. 


See  your  cJealer  for  terms  of  the  limited  warranty. 


EDITED  BY  STEPHEN  H.  WILDSTROM 
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AX  PARANOIA  IS  CAUSING 


RIDIOCK  ON  THE  HILL 


■  is  lips  say  no.  His  eyes — and  his  aides — say  maybe. 
■HAnd  the  result  is  a  tax  stalemate  that  is  producing 

■  legislative  paralysis  in  Washington. 

I  'resident  Bush  is  sticking  to  his  promise  of  no  new  taxes, 
anwhile,  congressional  Democrats  won't  propose  revenue 
•eases  because  they  fear  Bush  is  dying  for  the  chance  to 
them  with  the  tax-and-spend  label  that  Ronald  Reagan 
id  so  successfully.  What  began  as  posturing  is  now  hurting 
h  sides.  With  no  money  for  new  spending,  even  modest  and 
adly  popular  legislation  is  languishing, 
'he  most  notable  victim  of  the  deadlock  is 
sh's  own  slender  legislative  program.  His  pro- 
ieI  to  reduce  capital  gains  taxes  is  a  nonstarter 
ause  the  White  House  won't  say  how  to  make 
the  $24  billion  that  Congress  estimates  the  cut 
uld  lose  over  the  next  five  years.  The  Adminis- 
tion  has  abandoned  its  efforts  to  curb  lever- 
ed buyouts,  in  part  because  most  solutions  dis- 

■  irage  borrowing  by  raising  taxes  on  corporate 
)t.  Proposed  tax  incentives  for  child  care  and 

,  momic  development  in  low-income  neighbor- 

I  )ds  are  on  hold, 
u  FIRST.  Congress'  own  agenda  isn't  faring  any 
;ter.  The  Administration  is  backing  a  bipartisan 
.1  initiative  to  simplify  complex  rules  designed 
prevent  discrimination  in  employee  benefit 
,ns.  Easing  the  provision,  known  as  Section  89,  is  the  top 
m  on  the  legislative  wish  list  of  small  business  lobbyists, 
t  the  fix  could  cost  $100  million  a  year  in  revenue,  and 
body  wants  to  propose  a  way  to  recoup  the  loss.  At  a  May  9 
aring,  Senate  Finance  Committee  Chairman  Lloyd  Bentsen 
■Tex.)  confronted  Dana  L.  Trier,  Treasury's  tax  counsel, 
sr  the  changes.  "What  I  want  to  know  is,  'Where  do  we  get 
;  money?'"  said  Bentsen.  "We're  going  to  walk  that  plank 
^ether.  Do  you  read  my  lips?"  Bentsen  himself  wants  to 
iuce  premiums  for  medicare's  new  catastrophic  illness  cov- 
ige.  But  he  has  the  same  problem:  how  to  make  up  the 
timated  $5  billion  a  year  in  lost  receipts. 


BENTSEN:  NO  SOLO  ACT 


Before  Congress  can  even  begin  to  think  about  any  new 
spending  programs  or  tax  cuts,  lawmakers  have  to  find  the 
$5.3  billion  worth  of  unspecified  revenue  increases  called  for  in 
the  April  budget  agreement  with  the  White  House.  The  chore 
will  be  further  complicated  by  the  fate  of  several  tax  breaks 
that  are  due  to  expire  this  year.  Extending  those  provisions, 
including  incentives  for  moderate-income  rental  housing  and 
corporate  research,  would  cost  $2  billion  more.  Both  Bentsen 
and  House  Ways  &  Means  Committee  Chairman  Dan  Rosten- 
kowski  (D-Ill.)  have  made  it  clear  that  they  will 
not  move  any  tax  hikes  unless  Bush  endorses 
them  in  advance.  So  far,  the  Administration  has 
refused. 

The  White  House  is  adding  to  the  confusion 
with  hints  by  aides  that  Bush  may  eventually 
soften  his  opposition  to  new  taxes.  Asked  on  May 
16  whether  Bush  might  agree  to  a  tax  hike  in 
time  for  the  1991  budget,  Press  Secretary  Marlin 
Fitzwater  said  the  President  "takes  the  budget 
one  year  at  a  time." 

GIVING  A  LITTLE?  The  tax  paranoia  makes  a  mock- 
ery of  Budget  Director  Richard  G.  Darman's 
claim  that  the  April  budget  accord  created  a  cli- 
mate of  mutual  trust  between  the  White  House 
and  Capitol  Hill.  At  some  point  before  the  1990 
fiscal  year  starts  on  Oct.  1,  odds  are  that  the 


White  House  will  relent — a  little.  Movement  by  the  President 
would  pave  the  way  for  some  relatively  cheap  initiatives,  such 
as  the  simplification  of  Section  89.  But  more  costly  items,  such 
as  child  care  and  capital  gains,  will  have  to  wait  at  least  until 
fiscal  1991. 

Meanwhile,  like  gunfighters  in  an  old  B  movie,  Bush  and 
congressional  Democrats  warily  eye  one  another  up  and  down 
Pennsylvania  Avenue.  Neither  wants  to  draw  first,  but  neither 
wants  to  back  down.  As  long  as  Bush  and  the  Congress 
continue  this  macho  faceoff,  legislation  both  sides  want  will 
remain  out  of  reach. 

By  Howard  Gleckman 


iPITAL  WRAPUPI 


NViRONMEHT 


Controversy  over  the  proposed  Twin 
Forks  Dam  in  Colorado  has  landed 
he  Bush  Administration  in  the  middle 
'f  a  nasty  interstate  GOP  squabble.  The 
rouble  started  when  Environmental 
Protection  Agency  chief  William  K. 
leilly  announced  a  review  of  the  $500 
nillion  project  on  the  South  Platte  Riv- 
;r.  National  party  Chairman  Lee 
Uwater  soothed  angry  Colorado  Re- 
)ublicans,  including  Senator  William  L. 
\i"mstrong,  when  he  told  them  at  a 
'und-raiser  that  he  would  take  their 
:oncerns  directly  to  the  President.  But 
Uwater's  involvement  outraged  both 
;nvironmentalists  and  Nebraska's  Re- 


publican Governor  Kay  Orr,  a  staunch 
foe  of  the  dam,  which  could  harm  a 
valuable  fishing  stream  in  Nebraska. 
The  split  between  the  state  parties 
means  trouble  for  Bush  no  matter 
what  he  does. 

SPACE  

Surprisingly,  NASA  has  a  supporter 
in  Budget  Director  Richard  G.  Dar- 
man.  Although  budget  officials  usually 
play  the  Grinch  in  funding  fights, 
sources  say  Darman  had  a  key  role  in 
assuring  continued  funding  after  the 
space  agency's  Landsat  was  threat- 
ened with  extinction  this  year.  NASA 
officials  now  count  on  him  to  keep 
their  X-30  space  plane  program  alive. 


CAMPAIGN  FINANCE 


Political  action  committees  played  it 
safe  like  never  before  in  1988  cam- 
paigns. A  study  by  Common  Cause 
found  that  274  PACs  gave  money  to 
both  sides  in  close  Senate  races,  doling 
out  a  total  of  $1.8  million.  In  the  tight 
race  for  one  of  the  Montana  seats, 
more  than  a  third  of  successful  GOP 
challenger  Conrad  Burns's  pac  receipts 
of  $316,000  came  from  donors  who  also 
gave  money  to  incumbent  John  Mel- 
cher.  PACs  also  proved  that  it's  never 
too  late  to  make  amends.  A  quarter  of 
the  PACs  decided  to  give  money  to  the 
winners  after  the  votes  were  in,  having 
contributed  to  the  losers  earlier. 
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WILTING:  BOND,  WITH  IRISCS.  HAS  SEEN  INVESTOR  CONFIDENCE  FALL  OFF  IN  THE  WAKE  OF  BAD  PRESS 


SUDDENLY,  ALAN  BOND 
IS  LOSING  HIS  GILT  EDGE 


The  Aussie's  empire  is  besieged.  And  his  cash  is  getting  low 


Only  last  year,  Alan  Bond  was  on 
top  of  the  world.  Heading  a 
sprawling  empire  of  beer,  media, 
and  natural  resources  companies,  he  was 
honored  as  a  paragon  of  Aussie  tenacity 
and  achievement.  The  October,  1987, 
stock  market  crash  apparently  washed 
over  Bond.  He  even  made  moves  on  Brit- 
ish titans  Lonrho  and  Allied-Lyons.  Se- 
cure with  holdings  worth  about  $7  bil- 
lion, the  former  sign  painter  peeled  off 
$54  million  to  buy  Vincent  Van  Gogh's 
famous  Irises  and  win  himself  a  place 
among  the  cultured  rich. 

But  the  party  is  winding  down  quick- 
ly. Over  the  past  few  months,  Bond's 
fortunes  have  taken  such  a  downturn 
that  his  empire  will  have  to  be  severely 
scaled  back.  He  has  found  himself  over- 
exposed in  a  world  market  that  is  in- 
creasingly averse  to  risk.  A  major  corpo- 
rate overhaul  and  even  going  private  are 
frequently  mentioned  by  his  backers. 

Speculation  is  also  swirling  that  Bond, 
51,  may  be  forced  to  sell  off  some  of  his 
splashiest  properties,  including  Austra- 


lian TV  stations  and  New  York's  St.  Mo- 
ritz  Hotel.  The  powerful  globe-trotting 
entrepreneur  could  find  himself  trying 
to  "liquidate  as  much  as  he  can,"  says  a 
banker  close  to  him.  But  Bond  claims 
that  he  has  been  the  victim  of  "sensa- 
tionalism and  ill-informed  reporting."  As 
for  his  heavy  debt  load.  Bond  says  that 
"we  have  risked  criticism  because  we 
have  been  pioneers." 
FLAT  BEER.  Bond's  troubles  are  a  black 
eye  for  the  new  breed  of  aggressive 
Australian  financiers.  Rupert  Murdoch, 
Robert  Holmes  a  Court,  and  Bond  all 
built  sprawling  global  holding  companies 
on  pyramids  of  debt.  Murdoch  has  man- 
aged his  risks  and  is  growing  steadily 
with  his  U.  S.  media  properties.  Holmes 
a  Court,  a  swashbuckler,  scoured  the 
globe  for  undervalued  companies  until 
the  1987  crash  wiped  him  out.  Now  that 
Bond's  high-flying  days  may  be  over, 
the  Australians  could  be  facing  the  end 
of  their  era. 

The  vise  began  to  tighten  on  Bond  late 
last  year.  Highly  indebted,  and  with  big 


tilt 


cash  producers  such  as  beer  going  fli 
Bond  took  a  plunge  he  couldn't  affor 
He  began  amassing  shares  of  Britii 
conglomerate    Lonrho.   CEO   Rolai  iA! 
"Tiny"  Rowland  counterattacked,  iss  sCi 
ing  a  93-page  analysis  of  Bond's  oper 
tions,  calling  them  "technically  ins#ts 
vent."  Bond  refuted  the  report.  But 
caused  a  steep  drop  in  investor  con 
dence.  With  high  leverage,  such  perce' 
tions  can  be  disastrous,  giving  lende:|R 
more  cause  to  tighten  credit.  Such  waMiss 
ness  also  has  grounded  Bond's  assj 
sales.  Buyers  are  waiting  for  better  b; 
gains  as  Bond's  troubles  mount. 

The  stock  market  is  jittery  too.  Bo: 
Corp.  Holdings  Ltd.  share  prices  fell 
the  Sydney  exchange  from  U.  S.  $1.31 
March  to  a  three-year  low  of  77<t  in  laf 
May  before  bouncing  back  slightly.  Sajj 
Nestor  Hinzack,  senior  analyst  with  br| 
ker  Burdett,  Buckeridge  &  Young 
Sydney:  "Something  has  got  to  give." 

Bond's  credibility  crisis  reaches  we| 
beyond  the  financial  markets.  As  tl 
Bond  group  grapples  with  a  major  del 
restructuring  program,  it  has  been 
by  a  barrage  of  government  investig;] 
tions.  The  Australian  Broadcasting  Ti 
bunal  is  now  deciding  whether  to  revo. 
Bond's  TV  and  radio  broadcast  license 
after  findings  of  ethics  violations.  Stocj 
regulators  are  checking  the  accuracy  c! 
his  1988  accounting,  while  revenue  av 
thorities  are  poring  over  his  tax-avoi(j 
ance  schemes.  Bond  says  he  has  donj 
nothing  wrong,  although  he  has  offere: 


.fl 
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distance  himself  from  his  media  as- 
.s  through  a  company  restructuring. 
W^hile  Bond's  executives  try  to  fend 

the  investigators,  his  biggest  prob- 
ns  are  on  the  corporate  front.  After 

the  bad  news,  executives  of  Dallhold 
/estments,  his  private  company  and 
3  keystone  of  his  diverse  holdings,  say 
iy  decided  to  refinance  their  debt  to 
lulate  themselves  from  the  weak  Bond 
irp.  share  price.  More  than  half  of 
illhold's  $643  million  in  assets  are 
ares  in  Bond  Corp.  that  have  dropped 
me  40%  in  less  than  a  year. 
:OUBLED  BREWING.  Bond's  brewing  di- 
;ion,  which  includes  the  $1.3  billion 
S.-based  G.  Heileman  Brewing  Co., 
e  group's  main  cash  cow,  is  also  lag- 
ng.  U.  S.  brands  such  as  Old  Style  and 
)lt  45  are  losing  market  share,  drop- 
ig  from  8.7%  in  1987  to  7.9%  in  1988. 
lat  spells  problems  for  the  cash  stream 
I  which  Bond  relies  to  service  his  debt, 
timated  at  as  much  as  $6  billion.  And 
,rlier  this  month,  Australian  Ratings, 
e  local  corporate  ratings  agency, 
iwngraded  Bond  Corp.'s  credit  rating 
om  B  to  CCC,  in  part  because  of  the 
id  publicity. 

Bond's  supporters  claim  that  his  com- 
mies are  liquid,  if  slightly  over-lever- 
red.  Among  Bond's  underwriters  are 
ilomon  Brothers,  Drexel,  and  National 
ustralia  Bank.  Backers  complain  that 
le  media  exaggerate  Bond's  problems 
id  cut  down  his  successes.  Adds  John 
ond,  Alan's  32-year-old  son  and  head  of 
ond  Corp.'s  property  division:  "There 
is  been  a  lot  of  reporting  based  on 
imor  and  innuendo."  Bond's  bankers 
)int  to  the  recent  sale  by  a  subsidiary, 
ond  Corp.  International,  of  its  half- 
lare  in  Hong  Kong's  Bond  Centre  for 
IM  million  as  evidence  of  ability  to  un- 
lad  assets  at  good  prices. 
In  late  May,  Bond  lambasted  his  ene- 
lies,  targeting  Lonrho's  Rowland.  Last 
ill,  to  fend  off  a  Bond  takeover,  Row- 
md  published  claims  that  Bond  Corp.'s 
ebt  totaled  $11  billion,  more  than  twice 
le  levels  in  Bond's  public  statements, 
lend  refuted  the  report.  Now  he  wants 
ut  of  Lonrho.  He  has  put  his  20%-  stake, 
osting  $610  million,  on  the  block — but 
here  have  been  no  takers. 
The  hardest  part  for  Bond  may  be  to 
ailor  his  style  to  his  means.  He  is 
till  grabbing  properties,  from  a  Hun- 
garian brewery  to  prime  Sydney  real  es- 
ate,  using  whatever  cash  he  can  get 
rem  asset  sales.  But  he  can't  run  much 
onger  from  the  fact  that  his  wings  have 
)een  clipped.  In  a  hollow  gesture,  the 
.ale  of  his  46-story  office  tower  in  Hong 
(ong  included  the  condition  that  the 
lame  Bond  still  glow  in  the  downtown 
ikyline. 

By  Stephen  Hutcheon  in  Sydney,  with 
Mark  Maremont  in  London  and  Julie  Siler 
n  Chicago 


WEST  GERMANY  I 


CAN  AUDI  START  WINNING  RACES 
IN  THE  SHOWROOM,  TOO? 


As  problems  with  'sudden  acceleration'  fade,  it  steps  up  U.S.  promotion 


In  recent  months,  Audi  Quattros  have 
flashed  to  victory  in  sports  car  races 
across  the  U.  S.  But  the  West  Ger- 
man company's  cars  are  still  viewed  as 
also-rans  by  many  American  car  buy- 
ers— and  the  Volkswagen  subsidiary's 
U.  S.  sales  have  continued  a  three-year 
slide.  Now,  under  a  new  chief  executive, 
Ferdinand  Piech,  Audi  will  try  again  to 
become  a  winner  in  the  showroom. 

Piech  is  starting  from  back  in  the  pack 
in  the  U.  S.,  and  he  knows  it.  Audi,  like 
other  European  carmakers,  was  hurt  by 
the  '87  market  crash  and  by  price  in- 
creases caused  by  the  weak  dollar.  But 
it  was  also  hurt  by  allegations  that  me- 
chanical defects  made  its  cars  surge  out 
of  control.  Audi  now  hopes  its  image  will 
be  helped  by  several  government  studies 
that  found  no  mechanical  reasons  for 
unintended  acceleration,  and  it  is  step- 
ping up  promotion.  In  July,  it  will  bring 
two  successful  European  models,  the 
Audi  V8  and  Coupe  Quattro,  to  the  U.  S. 


V8  will  be  its  flagship  sedan.  Company 
officials  brag  that  the  3.6-liter  engine 
will  have  the  highest  power-to-size  ratio 
of  any  8-cylinder  engine,  and  they  urge 
comparisons  with  such  competitors  as 
BMW's  7-Series,  Mercedes-Benz's  S-Class, 
and  Jaguar's  XJ6.  Unlike  those  rear- 
wheel-drive  sedans,  the  V8  offers  all- 
wheel  drive.  The  Coupe,  at  some  $30,000, 
fills  a  three-year  gap  in  Audi's  lineup. 

Both  cars  are  supposed  to  enhance 
Audi's  image.  That's  the  goal  of  Audi's 
racing  program,  too.  Up  against  cars 
with  nearly  100  more  horsepower,  Audi 
all-wheel-drive  Quattros  last  year  won 
eight  firsts  and  four  seconds  in  13 
Sports  Car  Club  of  America  Trans-Am 
races.  Piech  says  that  such  wins  boost 
dealer  morale  and  showroom  traffic. 

Audi  may  also  lay  to  rest  the  unin- 
tended-acceleration charges  that  dog  it. 
In  March,  the  U.  S.  National  Highway 
Traffic  Safety  Administration  joined 
agencies  in  Canada  and  Japan  in  ruling 


THE  MIAMI  GRAND  PRIX:  AUDI  IS  COUNTING  ON  TRACK  TROPHIES  TO  REV  UP  SALES 


Despite  problems  in  the  U.  S.,  where 
sales  tumbled  from  74,100  in  1985  to  just 
22,900  last  year,  Audi  has  been  holding 
its  own  in  Europe.  As  a  result,  Audi 
managed  a  slight  increase  in  worldwide 
sales  last  year,  to  423,000  cars.  After 
cost-cutting,  the  company  boosted  prof- 
its by  25%  but  still  only  earned  a  slim 
$78  million  on  flat  sales  of  $6  billion. 
IMAGE  BOOST.  The  company  is  making 
1989  the  turnaround  year  for  Audi  in  the 
U.  S.  But  the  market  is  tough.  U.  S. 
sales  of  European  luxury  cars  are  off 
9%  in  the  first  four  months,  and  competi- 
tion from  Japanese  models  is  increasing. 
Still,  Piech  forecasts  Audi  sales  of  30,000 
cars  for  the  year,  a  30%  increase. 

He's  counting  heavily  on  the  two  new 
models.  Priced  around  $50,000,  the  Audi 


out  mechanical  defects  as  the  cause  of 
runaway  cars,  a  problem  that  has  also 
plagued  GM,  Toyota,  Volvo,  and  others. 
The  NHT.SA  said  the  most  likely  cause 
was  drivers'  stepping  on  the  gas  pedal 
instead  of  the  brakes. 

Audi,  which  has  redesigned  its  brake- 
pedal  layout  and  made  other  changes, 
considers  itself  exonerated  by  the  NHTSA 
report.  But  some  safety  experts  think 
the  study  is  not  conclusive.  Audi  in- 
creased its  reserve  for  liability  claims  by 
$125  million  last  year — $105  million  of  it 
just  for  the  U.  S.  If  Audi  wants  to  re- 
store its  good  name  fully,  it  may  have  to 
win  on  the  racetrack,  in  the  showrooms, 
and  in  the  courts. 

By  Jim  Treece  in  Troy,  Mich.,  and  John 
Templeman  in  Munich 
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CHINA  I 


THE  GENIE  IS  OUT 
OF  BEIJING'S  BOTTLE 


China's  gray  old  men  may  not  be  able  to  stop  students'  push  for  freedom 


THE  GORBACHEVS  AND  DENG:  A  GROUNDBREAKING  VISIT  MARRED  BY  PUBLIC  EMBARRASSMENTS 


For  five  tense  days,  TV  viewers 
around  the  world  watched  trans- 
fixed as  students  took  control  of 
Tiananmen  Square  in  downtown  Beijing. 
They  humiliated  China's  leaders  by  forc- 
ing them  to  greet  Soviet  President  Mi- 
khail S.  Gorbachev  at  the  airport,  rather 
than  receive  him  at  the  Great  Hall  of  the 
People,  as  protocol  demanded.  Then,  as 
meetings  with  Gorbachev  proceeded, 
fainting  hunger  strikers  with  IV  bottles 
attached  to  their  arms  were  hauled  away 
on  stretchers,  ambulance  sirens  screech- 
ing. The  day  before  Gorbachev's  depar- 
ture, more  than  a  million  protesters 
marched  through  Beijing. 

The  protests  that  embarrassed  China's 
leaders  will  have  lasting  effects,  both 
within  China  and  on  the  outside  world. 
By  rallying  public  support  with  demands 
for  democracy,  human  rights,  freedom 
of  the  press,  and  even  "doing  away  with 
obsolete  political  ideology,"  the  students 
may  have  formed  the  nucleus  of  a  per- 
manent coalition  of  opponents  to  the 
government. 

The  students'  demands  can  no  longer 
be  ignored,  but  China's  aging  rulers  are 
likely  to  concede  minimally  and  grudg- 
ingly. Standing  next  to  the  self-confi- 
dent, vigorous  Gorbachev,  84-year-old 


top  leader  Deng  Xiaoping  slurred  words, 
and  Communist  Party  chief  Zhao 
Ziyang's  tired  visage  only  accentuated 
the  difference. 

So  far  both  Zhao  and  Prime  Minister 
Li  Peng  have  ignored  student  pleas  for  a 
direct  meeting.  They  know  greater  free- 
dom encourages  questioning  of  the  par- 
ty's legitimacy.  "If  society  changes  too 
fast,  their  ways  and  means  of  control 
are  rendered  useless,"  says  Zhang 
Shaoji,  an  economist  at  the  China  Insti- 
tute for  Economic  Reforms.  Says  a 
young  train  conductor:  "The  whole  polit- 
ical system  needs  to  change.  We  need  to 
overthrow  the  Communist  Party." 

The  liberal  Zhao's  policy  of  restraint 
toward  the  students  may  have  deepened 
his  troubles.  Powerful  conservatives  are 
sure  to  interpret  the  unrest  as  the  fail- 
ure of  his  moderate  policies,  and  despite 


Deng's  reforms  have  made 
more  people  economically 
independent — and  eager  to 
pursue  private  enterprise 


Zhao's  claims  that  there  would  be  i 
"settling  of  accounts"  after  the  Gorbi 
chev  visit,  China's  leaders  will  be  temp 
ed  to  jail  key  activists. 

The  students  are  only  part  of  the  go:< 
ernment's  problem.  Deng's  reforms  hai 
made  many  people  economically  indepe' 
dent  of  the  state,  and  some  workers  ar 
private  entrepreneurs  now  support  tl 
students.  China's  largest  nonstate  cor;, 
pany,  computer  maker  Beijing  Stor 
Group  Co.,  for  example,  is  funding  ( 
study  on  constitutional  reform. 
CONFUSION  PAYS.  China's  private  bu^ 
nesses  are  growing  so  quickly  that  th 
may  eclipse  the  subsidized  state  sect 
Collectives  and  othe*-  private  enterpris 
now  account  for  37%  of  China's  indust 
al  output,  up  from  only  23%  in  1983 
that  rate,  they  will  control  more  th 
half  of  manufacturing  by  1993.  The  ind 
pendently  run  private  companies  dri 
up  wages  and  prices  and  siphon 
scarce  electricity,  materials,  and  cas 
They  provide  jobs  but  pay  little  in  taxe 
and  they  corrupt  poorly  paid  gover 
ment  oflficials.  Some  trading  enterpris 
are  booming  by  simply  buying  up  ste 
color  TVS,  and  other  scarce  goods  at  lo 
state  prices  and  reselling  them  at  hu 
markups  on  the  free  market. 

Large  companies  doing  business  wi 
the  government  are  also  in  a  bin 
Heavy  subsidies  for  the  loss-ridden  sta 
sector  have  forced  Beijing  to  cancel  pu 
chases.  Sikorsky  Aircraft  recently  hea 
that  its  expected  $180  million  sale 
some  100  Blackhawk  helicopters  is 
indefinite  hold.  The  cutback  also  hit  Ge 
eral  Electric  Asia,  which  was  vying 
sell  up  to  $150  million  worth  of  engin 
for  the  helicopters. 

But  smaller,  more  flexible  compani 
will  find  opportunities  in  the  confusio 
The  state  is  meeting  serious  shortag 
of  fertilizers,  steel,  aluminum,  and  pap 
by  increasing  imports.  And  private  C 
nese  traders  and  local  governments  co 
tinue  to  defy  Beijing's  orders  by  heavil 
importing  TVs,  refrigerators,  vide 
cassette  recorders,  motorcycles,  cars 
and  cameras.  In  the  first  quarter 
1989,  despite  the  austerity  program,  Ch. 
na's  imports  soared  21%,  to  $11.6  billior 

The  gap  between  China's  moribun 
state  sector  and  the  private  econom 
only  widens  each  day.  Inspired  by  Goi 
bachev's  glasnost,  the  students  hav 
planted  the  seeds  for  a  future  oppositio 
party  that  would  include  some  worker 
and  entrepreneurs.  The  Sino-Soviet  sum 
mit  was  to  cap  Deng's  career.  Insteac 
he  may  be  leaving  to  the  taunts  of  th 
young.  If  so,  it  would  be  an  unexpecte 
final  act  for  a  man  whose  bold  reformle 
reinvigorated  a  broken  nation. 

By  Dori  Jones  Yang  m  Hunaji  and  D 
nah  Lee  in  Beijing 
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There  are  17 


in  the  Caribbean. 


3ut  there's  only  one  Beefeater. 

Little  Leaf  Cay  CayoLobos  Tortugas  Island    Calvigny  Island        Greater  Monkey  Caye 

Morat  Island  Isla  del  Faro  Pelleu  Island        Roto  Cay  Meeks  Patch  Cays 

Barbareta  Island  Cayo  Palominos  Buck  Island        Little  Monkey  Caye    Isla  de  Pedro  Gonzalez 

White  Island  Cabbage  Cay  Island  availability  subject  to  prior  sale  and  rising  tides. 


BEEFEATER 


The  world's  most  imported  gin. 

47%  Mc.  by  Vol.  100%  Gram  Neutral  Spirits,  imported  by  The  Buckingham  Wile  Company  Lake  Success,  N.Y.  ©  1 989. 


AN  OPTIMIST  WOULD  SAY  IT  IS 

HALF  FULL.  A  PESSIMIST 
WOULD  SAY  IT  IS  HALF  EMPTY. 


HANSON  WOULD  SAY 
"WHAT  IF  THE  GLASS  BREAKS?" 

We  want  our  shareholders  to  sleep  soundly  at  night.  And  our  concern 
for  their  nocturnal  slumbers  is  e\ident  in  everv'  business  decision  we  make. 
Caution  and  common  sense  are  our  watchwords. 

Unlike  some,  the  first  question  we  ask  ourselves  is  never,  "What  will  we 
gain  from  this?'  It  is  always,  'What  will  we  lose  if  things  go  wrong?' 

Our  attention  to  the  dowTiside  has  not  been  without  its  rewards. 

In  25  years,  we  have  grown  from  humble  beginnings  to  a  compam  with 
sales  of  over  Sl2  billion.  And  each  vear  we  have  achieved  record  profits,  record 
earnings  per  share,  and  paid  record  dividends  to  our  shareholders. 

With  such  a  performance  few  could  criticize  our  logic  in  making  decisions 
that  e.xpose  our  shareholders  to  a  minimum  of  risk. 

At  Hanson,  we  alwavs  focus  our  attention  on  basic  industries  to  avoid  the 
problems  caused  by  high  technolog^•  and  fickle  fashions. 

We  also  find  that  our  niLx  of  decentralized  management  and  tight  financial 
controls  encourages  growth  where  the  risk  is  smallest  and  potential  is  greatest. 

Under  our  ownership,  companies  almost  invariably  turn  in  a  far  better 
performance  than  before  we  acquired  them. 

Jacuzzi,  for  example,  is  now  starting  to  show  its  true  potential  with 
increased  profits  of  20%  after  just  two  years  of  our  ownership. 

At  Grove,  our  crane  companv,  profits  have  more  than  doubled  since 
becoming  part  of  Hanson  in  1987. 

And,  SCM  Glidco  Organics  had  an  operating  loss  in  1986.  Last  vear, 
after  two  years  as  a  Hanson  company,  it  made  more  than  $15  million. 

These  are  but  three  of  our  manv  companies  here  in  the  United  States 
and  in  the  UK. 

But  none  of  them  would  now  be  part  of  Hanson  if  we  thought  them  so  risky 
as  to  place  our  shareholders'  money  in  jeopardv. 

Thus,  our  shareholders  occasionally  can  alTord  to  fill  their 
glasses  with  champagne. 

Before  turning  in  for  their  customars-  good  night's  sleep. 
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Jacuzzi  ■  Smith  Con 


■  Imppna!  Toba' 


■  Farben%are  ■  .Ames  Tools  ■  Grove  Ci 


H  A  N  S  O  i\ 

London  Bnck  ■  Hanson  Lighting  -  SCM  Chemicals  ■  Universal  G^-m  ■  British  Ever  Ready  ■  Ground  Round 
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ternational  Outloo 


EDITED  BY  JOHN  PEARSON 


tEAL  REFORM  IN  JAPAN? 
lON'T  HOLD  YOUR  BREATH 


kBormer  Prime  Minister  Tals;eo  Miki  put  a  cap  on  corporate 
Ip  political  donations  in  1975  after  his  predecessor,  Kakuei 

I   Tanaka,  had  been  brought  down  by  a  public  outcry  over 
lavish  political  outlays.  But  that  restriction  did  little  to  curb 

en-handed  spending  by  Japanese  politicians,  who  feel  they 

ist  distribute  cash  gifts  to  supporters  to  get  elected  and 

.y  in  office.  For  wedding  gifts  and  funeral  donations  alone, 

i  Diet  member  of  the  ruling  Liberal  Democratic  Party  esti- 

Ltes  that  he  spends  $434,000  each  year. 

5uch  "money  politics"  has  tarnished  the  nation's  image  and 

s  triggered  a  crisis  in  the  LDP.  On 
I  ir.  25,  Prime  Minister  Noboru  Take- 

ita  resigned  after  admitting  that, 
.  »ng  with  other  LDP  politicians,  he  had 

:epted  gifts  and  loans  from  Recruit 

i.,  a  real  estate  and  services  conglom- 

ite.  On  May  17,  prosecutors  interro- 

ted  former  Chief  Cabinet  Secretary 

kao  Fujinami  about  allegations  of  tak- 

l  Recruit  bribes.  Underscoring  the  po- 

ical  malaise,  former  Foreign  Minister 

isayoshi  Ito,  75,  declined  to  accept  the 

)  as  Takeshita's  successor.  LDP  leaders 


■TO:  HIS  MEDICINE  WAS  TOO  STRONG 


Jaded  with  Ito,  one  of  the  few  top  politicians  with  a  reputa- 
in  for  incorruptibility,  to  take  the  post  in  hopes  that  he  could 
furbish  the  party's  prestige.  But  party  bosses  balked  at  Ito's 
mand  that  they  give  up  their  Diet  seats  to  atone  for  the 
jcruit  scandal  and  abolish  the  powerful  factions  that  domi- 
.te  political  decision-making  and  discourage  open  debate. 
)STLY  DRINKS.  Partly,  the  party's  troubles  are  rooted  in  social 
stoms  from  the  past.  A  typical  Diet  member,  for  example,  is 
pected  to  contribute  to  200  weddings  and  funerals  a  year  at 
ound  $400  each.  "People  are  looking  for  handouts  as  though 
ey're  still  living  in  some  poor  farming  society,"  says  Yasu- 
iri  Sone,  a  Keio  University  political  scientist.  The  govern- 
ent  pays  few  expenses  of  politicians — enough  for  just  two 
cretaries,  for  example,  although  some  Diet  members  employ 
)zens.  Such  costs  push  an  average  lower  house  member's 


spending  to  $1.2  million  a  year,  compared  with  about  $580,000 
that  the  U.  S.  Congress  allocates  to  each  member  for  staff 
salaries  and  office  expenses.  To  finance  such  outlays,  a  fa- 
vored legal  loophole  is  the  fund-raising  cocktail  party,  for 
which  large  companies  buy  hundreds  of  tickets  at  $200  each. 

But  in  the  Recruit  scandal,  money-gathering  went  well  be- 
yond political  expenses.  Part  of  Fujinami's  $190,000  profits 
from  Recruit  stock  allegedly  went  toward  a  new  private  home. 
With  so  many  top  LDP  politicians  stained  by  Recruit,  younger 
members  have  made  public  their  own  political  financing  rec- 
ords and  set  up  a  reform  group,  Utopia. 
Now,  party  leaders  are  shaping  legisla- 
tion to  levy  stiff  penalties  on  politicians 
giving  out  cash  at  weddings  and  funer- 
als and  require  them  to  disclose  contri- 
butions they  receive  of  $4,400  or  more, 
down  from  the  current  $7,300  minimum. 

There  are  many  skeptics.  "The  LDP  is 
not  capable  of  true  reform,"  says  Diet 
member  Yohei  Kono,  who  once  bolted 
the  LDP  to  set  up  a  short-lived  reform 
party,  then  returned.  The  LDP  is  reluc- 
tant, for  example,  to  redraw  electoral 
districts  that  give  disproportionate  political  power  to  farmers 
and  thus  keep  food  prices  high,  and  city  voters  know  it. 
Disillusioned  over  stalled  reform,  some  are  inclined  to  support 
the  opposition,  such  as  the  Japan  Socialist  Party,  although 
voters  "don't  really  wish  for  a  socialist  government,"  observes 
Sophia  University  political  scientist  Kuniko  Inoguchi. 

Knowing  that,  aging  LDP  leaders  are  not  likely  to  give  up 
the  old  system.  So  to  benefit  from  basic  reforms,  voters 
will  probably  have  to  wait  for  younger  politicians  to  reach 
positions  of  influence.  What  may  spur  reform  in  the  mean- 
time, however,  is  the  new  Japanese  emphasis  on  standards  of 
business  conduct  shown  in  last  year's  crackdown  on  insider 
trading.  This  heightened  concern  for  ethics  in  the  market 
may  eventually  spill  over  into  politics. 

By  Ted  Holden  in  Tokyo 


lOBAL  WRAPUPI 


&RGENTIHA 


Peronist  President-elect  Carlos  Saiil 
Menem  says  he  won't  try  to  influ- 
jnce  economic  policy  before  taking  of- 
ice  on  Dec.  10.  Until  then,  outgoing 
President  Raul  Alfonsin  will  have  a 
Hard  time  making  ends  meet.  Interest 
pa>Tnents  on  Argentina's  $59  billion 
foreign  debt  are  $2.9  billion  in  arrears, 
ind  currency  markets  have  been  shak- 
en by  fears  of  government  default  on 
$1.3  billion  worth  of  domestic  bonds. 
Foreign  reserves  are  down  to  $600  mil- 
lion, and  apart  from  this  year's  expect- 
ed $2  billion  trade  surplus,  all  other 
sources  of  financing  look  dry. 
Interim  Finance  Minister  Juan  Car- 


los Pugliese  hopes  to  raise  $400  million 
by  selling  six -month  bonds  to  local  and 
multinational  corporations.  Some,  such 
as  IBM,  say  they  will  help,  but  Argenti- 
na clearly  will  need  aid  from  the  U.  S. 
Treasury  or  International  Monetary 
Fund.  Lenders,  however,  will  want 
some  idea  of  Menem's  economic  poli- 
cies. In  the  election  campaign,  his  rhet- 
oric on  such  issues  was  vague. 

SOVIET  UNION  

loscow's  Third  World  allies  may 
I  soon  feel  the  impact  of  peres- 
troika.  A  new  Soviet  debt  policy,  in- 
cluding some  echoes  of  the  U.  S.'s  Bra- 
dy plan,  will  probably  be  tested  on  five 
African  nations — Angola,  Algeria, 


Ethiopia,  Libya,  and  Mozambique — 
that  together  owe  the  Soviets  more 
than  $20  billion.  Moscow  wrote  off 
about  $5  billion  of  African  debt  in  the 
past  five  years,  but  now  a  state  compa- 
ny, Sovfintrade,  has  been  authorized  to 
arrange  debt-equity  swaps. 

Moscow  also  wants  to  wind  down 
agreements  under  which  Third  World 
countries  paid  debts  in  goods  instead 
of  cash.  These  pacts  helped  dollar-short 
Moscow  obtain  commodities  without 
spending  hard  currency,  but  now  Afri- 
cans prefer  to  sell  to  the  West  for  dol- 
lars. Moscow  is  expected  to  move  to- 
ward a  Western  loan  mix:  aid  on  easy 
terms,  bank  loans  based  on  market  cri- 
teria, and  short-term  trade  credits. 


rRNATlONAL  OUTLOOK 
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She  also  doesn't  realize 
Hewlett-Pacl^rd  makes  PCs. 


386  is  a  trademark  of  Intel  Corporation 

C 1989  Hpwlett  Packard  Coinpany  CP-Pr9()4 


What  a  loss.  Because  Hewlett- 
Packard  has  a  line  of  eight 
high-perfomiance  personal 
computers.  PCs  which  range 
from  desktop  and  floor-mount 
Intel386"- based  powerhouses 
to  entry-level  8086 -compati- 
bles. PCs  which  offer  you  a 
better  way  of  doing  business. 

Hewlett-Packard  personal 
computers  give  you  plenty  of 
opportunity  for  expansion. 
As  well  as  plenty  of  options. 


The  HP  Vectra  QS/20  PC.  One  in 
a  line  of  eight  PCs  from  Hewlett-Packard 


V( 


At  the  high  end,  you  can  get 
up  to  8  accessory  slots,  620 
Mbytes  of  hard  disk  storage, 
and  16  Mbytes  of  PiAM.  And  on 
all  models,  you  get  a  choice  of 
video  solutions  and  the  flexi- 
bility of  using  either  5.25"  or 
3.5"  disks. 

Beyond  this,  an  investment  in 
Hewlett-Packard  PCs  allows 
you  to  choose  confidently  from 
thousands  of  software  applica- 
tions and  peripherals.  HP's  strict 


adherence  to  industry  stan- 
dards insures  compatibility. 
Now,  and  into  the  ftiture. 

But  the  most  important  feature, 
the  one  you  won't  get  with  any 
other  personal  computer,  is 
Hewlett-Packard  reliability.  For 
50  years,  HP  has  promised,  and 
delivered,  exceptional  quality 
in  everything  from  calculators 
to  HP  LaserJet  printers. 

Finally  every  PC  made  by 


Hewlett-Packard  is  backed  by 
an  extensive  network  of  trained, 
authorized  dealers.  For  more 
information  and  the  name  of 
your  nearest  dealer,  call  1-800- 
752-0900.  You'll  soon  realize 
what  an  HP  personal  computer 
can  do  for  you. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


e  Corporation 


STRATEGIES  I 


AT  GILLETTE,  DISPOSABLE 
IS  A  DIRTY  WORD 


It's  spending  millions  to  promote  high-margin  system  razors 


When  Patrick  Rice  confronts  his 
stubble  in  the  mirror  each 
morning,  he  reaches  for  a  30$ 
plastic  razor.  Bic,  Gillette,  whatever — 
the  shave's  0.  K.,  and  the  31-year-old 
production  engineer  says  that  one  brand 
is  as  good  as  the  next.  "They're  always 
having  these  promotions,  and  you  can 
scoop  up  10  of  them  for  nothing." 

Gillette  Co.  hates  that  sort  of  talk.  It 
makes  about  three  times  as  much  money 
per  unit  on  cartridge  refills  for  its  Atra 
and  Trac  II  systems  as  it  does  on  the 
Good  News  disposables  that  Rice  buys. 
And  since  the  first  disposables  appeared 
in  1975,  their  sales  have  grown  faster 
than  those  of  system  razors — accounting 
now  for  40'a  of  the  dollars  spent  by  men 
on  shaving  products. 
'A  FORTRESS.'  That's  why  Gillette  is 
spending  S63  million  this  year,  and  much 
more  after  that,  to  make  Patrick  Rice 
switch  to  Atra.  It  also  wants  to  sell  him 
shaving  cream,  after-shave  lotion,  and 
deodorants — all  under  a  single  brand 
name.  "'We  can  build  a  fortress,"  says 
John  W.  Symons,  the  59-year-old  Lon- 
doner who  arrived  in  Boston  a  year  ago 
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to  head  Gillette's  shaving  operations. 

Gillette  appears  to  have  learned  a  few 
things  from  the  raiders  who  forced  a 
wrenching  restructuring  and  thousands 
of  layoffs  since  1986.  The  message  from 
Revlon  Group  Inc.  and  then  from  Conis- 
ton  Partners  was  powerful:  Cut  costs 
and  broaden  the  franchise  created  by  the 
powerful  Gillette  brand  name. 

The  directive  has  taken  on  increasing 


50- 


AN  EDGE  IN  RAZORS 


GILLEHE  DISPOSABLES 


GILLEHE  CARTRIDGES 


■80  '81  '82  83  8-1  85  85  87  88  89' 
A  PERCENT  OF  U.S.  DOLLARS  SPENT  ON  SHAVING  DEVICES 

DAM:  A  C  NIELSEN  CO  ,  GIUETTE  CO  'FROM  JAN.  TO  FEB. 


urgency  as  Gillette  searches  for 
profits.  In  the  nine  months  since  it  ned 
tiated  a  standstill  agreement  with  Con] 
ton,  Gillette  has  stayed  clear  of  takeov^ 
threats.  And  the  results  look  good:  T| 
company  made  $268.5  million  last  yea 
up  17%  'from  1987,  on  sales  of  $3.58  b 
lion.  But  growth  is  uncertain.  Its  toilJ 
ries  and  cosmetics  group,  locked  iiJ 
price-sensitive,  low-margin  shampo 
and  deodorants,  continues  to  produ 
lackluster  results.  Cost-cutting  h 
yielded  striking  improvements 
the  stationery-products  grou 
which  makes  Paper  Mate  pens  ai 
Liquid  Paper  correction  fluid — b 
that  unit  accounts  for  just  9% 
total  profits. 

TWICE  THE  PRICE.  That  means  G| 
lette  has  to  squeeze  new  earnin; 
from  blades  and  razors,  which 
ready  produce  two-thirds  of 
company's  profits.  It  wants  to  o 
vince  men  that  system  razors  gi' 
a  shave  worth  twice  the  price 
disposables.  That's  the  thinking 
hind  the  upbeat,  unabashedly  m; 
culine  new  TV  campaign  for  the  p 
mium  Atra  system  that  made  i| 
debut  on  Jan.  1.  The  message:  " 
lette:  The  best  a  man  can  get." 

Consumer  Reports  concurs  th: 
razor  systems  are  superior.  In  i| 
May  issue,  500  men  rated  Gilleti 
Trac  II  the  best  of  24  products.  I 
Atra  came  in  third.  The  top  disp^ 
able,  Gillette's  Good  News,  w; 
only  No.  10. 
So  far,  though,  men  have 
bought  Gillette's  new  line.  The  compa: 
says  that  sales  of  its  system  cartridgi 
rose  209c  in  this  year's  first  thri 
months — mainly  because  it  stepped 
efforts  to  penetrate  grocery  stores.  B- 
retailers  and  distributors  contacted 
BUSINESS  WEEK  say  systems  are  selli 
at  about  the  same  rate  as  they  did  I 
year.  So  are  disposables. 

Indeed,  Gillette's  move  has  its  risks 
similar  strategy-  worked  for  SjTnons 
Europe.  But  in  the  U.  S.,  he'll  have 
steal  about  10  percentage  points  of  m; 
ket  share  from  competitors  or  persuai 
5  million  Good  News  custom.ers 
switch  to  systems  to  justify  his  biggi 
ad  budget.  'That  at  a  time  when  compe 
tors  are  flooding  retailers  with  nel 
products — both  systems  and  disposable 
But  many  analysts  believe  John  S; 
mons  is  just  the  executive  to  pull  it  ol 
The  man  behind  Gillette's  new  directic 
is  a  departure  from  the  company's  stai( 
low-profile  tradition.  Handsome  and  ou 
going,  Symons  seems  to  bask  in  the  pul 
lie  spotlight.  He  left  the  London  polic 
force  at  age  25  to  sell  instant  coff'ee  fc 
Nestle.  He  landed  at  Gillette's  Londo 


THE  CORPOF^T 


The  anatomy  of  aleadec: 


I 


DEFENSE 
TWo  years  of  sales  on  order. 
Maintains  a  leadership  position 
in  important  defense  capabilities. 


ITT  RAYONIER 
Profits  and  exports  at  record 
levels.  Producers  of  pulp  prod- 
ucts for  use  in  everything  from 
film  to  eyeglasses. 


in^  AUTOMOTIVE 
An  innovator  A  worldwide 
leader.  From  anti-lock  brakes 
with  traction  control  to 
car  seat  systems. 


ITT  SHERATON 
Highly  profitable.  Nearly  500 
hotels^  inns  and  resorts  in  65 
countries.  Service  is  priority. 


ITT  HARTFORD 

A  strong  performer  Contributed 
over  $400  million  to  operating 
income  in  1988.  


ITT  FINANCIAL 
A  leader  in  consumer  and  com- 
mercial lending,  with  nearly 
$8  billion  in  receivables. 


ITT  FLUID  TECHNOLOGY 
A  leading  producer  of  pumps, 
valves,  and  instruments.  Each 
day,  we  pump  more  water 
than  flows  over  Niagara  Falls. 


ITT  ELECTRONIC  


COMPONENTS 

The  finest  quality  built  into  semi- 
conductors and  electronic  con- 
nectors. Sales  again  top  $1  billion 
this  year 


ITT  COMMUNICATION  AND 
INFORMATION  SERVICES 
A  leader  in  technical  educa- 
tion, and  internationally  in 
"Yellow  Pages"  directories. 


ALCATEL  N.V. 

World's  large-st  telecommunica- 
tions manufacturing  company. 
37%  owned  by  ITT.  A  sound 
investment. 


You're  looking  at  the  ITT  of  today.  Streamlined.  Successful.  A 
multi-faceted  company  composed  of  high  technology  product  and  service 
businesses.  Our  challenge  was  to  build  these  businesses  into  leaders.  Today, 
each  one  is  a  leader  in  its  field.  And  the  challenge  will  continue  to  be  met. 
For  a  copy  of  our  1988  annual  report,  write  to:  ITT  Corporate  Relations 
Department,  320  P&rk  Avenue,  New  York,  New  York  10022. 

©  1989  ITT  Corporation. 
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An  HMO  should  look  after  ydi 

An  upset  stomach  in  Kansas.  An  earache  in  landmark  advance  in  coverage,  \^our  employee  - 

orth  Carolina. The  flu  in  California.  and  their  families-can  now  become  guest  '  ei 

There's  nothing  considerate  about  an  illness,  members  of  our  HMOs  from  coast-to-coast  .  3' 
U  hit  anyone  at  any  time.  Formnately,  there  now  This  means,  students  awa)-  at  coUege  can  b  j 

a  way  to  fight  back.  With  the  Away  From  Home  HMO-USA  members  the  same  as  their  parent  3 

are  program,  from  HMO-USA.  Through  a  Families  Hving  apart  can  be  covered.  As  weU  as 
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D  matter  what  state  you're  in. 


loyees  away  on  extended  assignment.  What's 
I,  they'll  all  be  entitled  to  the  complete  range  of 
3-USA  benefits.  From  regular  check-ups,  to 
rgency  care,  to  classes  in  health  education. 
This,  in  addition  to  our  usual  coverage  when 
travel  from  state  to  state.  AU  they  have  to  do  is 


make  arrangements  in  advance,  and  be  away  from 
home  for  90  days.  If  your  company  has  a  tliousand 
employees  or  more,caU  1-800-4-HMO-USA. 
From  New  York  to  Blue  Cross 

CaUfornia,  there's  no  |^|  Sue  Shield 

other  program  like  it.    |Bh  x?: 


It's  up-to-thc-minute  business  news.  Online  and  in  time 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Telcmet 
or  direct  to  your  mainframe.  For  a  FREE  brochure  call  h 
us  toll-five  at  1-800-426-0647.  And  get  the  news.  ji'^J 


'From  Database  Magazine 


1989  McGraw-Hill,  Inc. 


headquarters  in  1965  as  a  regional  sal. 
manager  and  took  charge  of  Europe  ; 
years  later. 


In  North  America,  Symons  is  puttiiii 
nearly  all  the  shaving  division's  ad  di?* 
lars  behind  systems.  As  recently  as  tvi« 
years  ago,  the  group  spent  707'  of  its  ;i 
budget  on  disposable  razors.  Symons  ■ 
also  standardizing  packaging  and  advt- 
tising  across  the  shaving  product  lii», 
and  throughout  North  America  and  El 
rope.  The  idea  is  to  pave  the  way  forj' 
series  of  new  shaving  products  from  Q 
lette  in  the  next  two  years.  i 
COY  HINTS.  The  most  important  new  c 
fering  is  a  system  razor  set  to  debj, 
early  next  year.  Gillette  has  spent  a  1' 
of  money  on  this  one:  Shearson  Lehmii 
Hutton  Inc.  analyst  Andrew  Shore  pu 
capital  expenditures  at  more  than  $li 
million  in  the  past  two  years.  Gillet 
has  earmarked  an  additional  $100  millid 
for  advertising  in  1990.  Except  for  a  fe 
coy  hints,  though,  the  company  has  be( 
secretive  about  its  new  product:  In  i 
sprawling  South  Boston  factory,  guan 
patrol  an  eight-foot-high  wall  surroun 
ing  the  pilot  manufacturing  line. 

Rumors  abound:  Some  talk  of  a  slit 
mer  shaving  head  or  a  ceramic  blad 
Norman  R.  Proulx,  president  of  Wilki 
son  Sword  North  America,  has  hea: 
talk  of  an  independent,  floating  blade- 
something  he  says  he  can't  fathom.  Ots^ 
ers  think  it  might  be  a  pivoting  hei'"^ 
that  adjusts  to  facial  contours. 

Retailers  are  wary  of  all  the  commi 
tion.  "We  would  love  to  ring  up  $5  ii- 
stead  of  99$  at  the  register,"  says  oi 
drug-chain  buyer.  Retailers  make  mo 
money  on  system  refills  than  they  do  ( 
disposables.  And  disposables  take  i  - 
more  room  on  the  display  racks.  B' 
retailers  also  promote  disposables  hea^ 
ly  to  bring  customers  through  the  ! 
doors.  So  they're  sensitive  to  actioi!  -I 
that  might  disrupt  that  business.  Buye-  j 
also  know  they  can't  bully  a  compar'i.ij 
that  supplies  the  lion's  share  of  a  vei!l| 
profitable  product  "The  trade  does  wh  | 
we  tell  them,"  says  Symons. 

Even  those  with  misgivings  oifer  g0(  : 
odds  that  Gillette's  big  bet  will  pay  o  \ 
"It's  a  classical  share-shift  strategy,  ai 
it  can  work,"  says  Gary  M.  Stibel,  i 
principal  of  New  England  Consultir 
Group.  The  shaving  converts  may  tui 
up  soon.  Ronald  Conarroe,  a  35-year-o!  [ 
stockbroker  in  New  Canaan,  Conn.,  sa; 
he  will  try  Atra  as  soon  as  he  exhaus  : 
the  supply  of  Good  News  sitting  in  h| 
medicine  cabinet.   "If  they  can  ro] 
me  in  there,  they've  got  me  for  : 
years,"  says  Conarroe.  Now,  that's  tl  I 
sort  of  talk  a  shaving  company  can  fe 
good  about.  | 

By  Keith  H.  Hammonds  hi  Bostoii,  wil  | 
bureau  reports 
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Performance 
Beyond  Your 
Expectations 


Increasing  our  value  to  you  with  early 
involvement  in  your  new  buildings. 


Johnson  Controls  was  part  of  the 
design  learn  for  the  20.000  seat 
Bradley  Center  sports  complex  in 
Milwaukee,  Wl  Over  15  of  our 
own  employees  now  service  and 
operate  the  HVAC  mechanical 
equipment,  temperature  control 
lighting,  fire  alarm  and  closed 
circuit  television  systems  we 
designed  and  installed. 


©1989  Johnson  Controls,  Inc 
JC-8937 


Its  smart  business  to  make 
facilities  management  sys- 
tems a  part  of  your  new 
building  in  the  planning 
stage  They  can  be  better 
integrated  with  your  basic 
design,  be  compatible  with 
immediate  and  future  build- 
ing needs  and  be  installed 
on  a  timely,  more  econom- 
ical basis. 

Its  even  smarter  to  make 
Johnson  Controls  your  fac- 
ilities management  systems 
partner  Negotiated  early,  a 
contract  gives  you  more 
flexibility  than  a  rigid  bid- 
ding process.  As  your  design 
matures,  you  can  make 
changes  more  economically. 

Johnson  Controls  also 
offers  you  more  than  100 


years  of  experience  in  the 
design,  installation,  main- 
tenance and  operation  of 
environmental  systems.  Plus 
advanced  computer  technol- 
ogy designed  to  serve  you 
now  and  for  years  to  come 
Our  teams  of  skilled  pro- 
fessionals are  at  your  service 
in  120  branch  offices 
throughout  North  America. 
Even  if  you're  a  geograph- 
ically diversified  developer; 
we're  in  your  hometown 
around  the  world.  And 
we'll  remain  there  long 
after  your  building  is  up 
and  running     to  be  sure 
it  stays  that  way. 


The  sooner  you  call 
Johnson  Controls,  the  more 
valuable  we  can  be  to  you. 
For  more  informadon,  give 
us  a  call  1-800-972-8040 
In  Wisconsin,  call 
1-800-472-6533.  Or  wnte, 
Johnson  Controls,  Systems 
and  Services  Division,  C19, 
Milwaukee,  Wl  53201-0423. 


JQHNSON 
CONTROLS 


"I'm  a  Japanese  banker." 


No,  I  DON'T  SPEAK  JAPANESE.  But  at  SumitOlTlO 

Trust,  I  don't  have  any  trouble  communi- 
cating. And  you  won't  either.  Especially  if 
you're  a  public-purpose  borrower. 


We  know  the  market,  so  we  can  price  ag- 
gressively. For  enhancements  or  letters  of 
credit,  our  premier  credit  rating  is  a  real  cost 
saver. 

Most  importantly,  we  listen.  That's  the 
way  to  come  up  with  innovative  solutions  to 
thorny  problems.  At  Sumitomo  Trust  we 
communicate  with  all  types  of  tax-exempt 
and  tax-advantaged  issuers.  We  speak  a  uni- 
versal language:  finance.  And  we're  quite 
fluent. 

Credit  Where  Credit  is  Due 

When  the  Fontana  Redevelopment  Agency 
needed  to  borrow  for  critical  infrastructure 
purposes,  it  was  touch  and  go.  Then  we  got  a 
call,  and  we  listened.  Our  letter  of  credit 
offered  the  lowest  possible  interest  rate  and 
most  flexible  terms.  The  deal  was  no  longer 
touch  and  go.  It  was  go— and  it  went  through. 


<IP  Underwriting  and  Credit  Facilities 

When  Glendale,  Arizona's  Industrial  Revenue 
Authority  wanted  to  issue  tax-exempt  bonds 
to  refinance  multi-family  housing  for  retirees, 
Sumitomo  Trust  stepped  in  to  secure  the 
$27.5  million  issue. 

When  Texas  school  districts  needed  $115 
million  to  finance  equipment  purchases,  our 
credit  enhancement  macie  the  deal  work. 
Now  school  districts  are  at  work  improving 
their  elementary  and  junior  high  schools. 

The  Sumitomo  Difference 

We're  Sumitomo  Trust  &  Banking  Co.  That 
makes  all  the  difference— the  16th  largest  fi- 
nancial institution  in  the  world,  and  the  sec- 
ond largest  trust  bank  in  Japan.  In  the  United 
States  we  have  earned  the  highest  credit  rat- 
ings, along  with  powers  of  a  bank  and  of  a 
trust  company.  We  combine  the  capital 
strength  and  global  network  of  a  world-class 
bank  with  a  full  scope  of  financial  services. 
And  because  we  know  that  good  products 
are  no  good  unless  they  are  delivered 
promptly  and  accurately,  we  maintain  one  of 
the  most  efficient  and  sophisticated  opera- 
tions centers  in  the  financial  services  industry. 

Give  our  Public  Finance  Department  in 
New  York  a  call  now  at  (212)  326-0600.  In  Los 
Angeles,  please  call  (213)  629-3191. 

Try  talking  to  us.  You  won't  find  it  hard 
to  communicate.  And  vou'll  like  what  you  hear. 


Sumitomo  Urust 

Banking  Co.,  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd.  NJcw  "icirk  Brjnch:  212-326-0600,  Los  Angeles  Agency:  213-629-3W1 
Sumitomo  Trust  &  Banking  Co.,  (U.S. A.) 212-326-0500 
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iH  BELL:  ON  THE  CUTTING  EDGE 
I  WHOLESALE  JEWELRY 


5aac  Arguetty,  chairman  of  Jan  Bell  Marketing  Inc.,  grabs  a 
tray  labeled  with  computer  codes  and  loaded  with  $30,000 
;  .rth  of  sapphire  rings.  "We  track  these  from  stone  to  fin- 
,  ed  product,"  he  says.  Computerized  inventory  control,  he 
asts,  is  what  separates  Jan  Bell  from  the  rest  of  the  trade, 
i  Hot  growth  is  another.  The  distributor's  earnings  have 
'  awn  at  an  average  86%  annual  pace  over  the  past  three 
ars,  to  $9.3  million  last  year  on  sales  of  $120  million.  In  fact, 
I  ecess  has  stretched  management  thin,  so  it  recently  brought 

in  Michael  Poole,  jewelry 
manager  for  discounter 
Reliable  Stores  Inc.,  as 
chief  operating  officer. 

The  formula:  Instead  of 
marking  up  jewelry  by  the 
usual  200%  or  more,  the 
company  sells  through 
wholesale  price  clubs,  at  a 
17%.-to-20%  markup.  The 
clubs  add  just  another  10%- 
to  the  price.  Jan  Bell's  cost 
on  a  three-quarter-carat  di- 
amond-cluster ring,  for  in- 
stance, is  about  $400.  Mem- 
bers get  it  for  a  mere  $499. 
Jan  Bell  relies  on  high  vol- 
ume, rapid  turnover,  and 
controls  that  keep  ex- 
penses at  just  5'/^'  of  sales. 
"They  are  successful," 
says  Sam  Laor  of  Samo 
!welry  in  New  York,  "because  they  buy  straight  from  the 
arkets  and  cut  out  middle  guys."  Samo  assembles  jewelry 
»r  Jan  Bell. 

It  helps  that  sales  of  the  price  club  industry — now  at  $14 
llion — are  growing  in  30%-  annual  spurts.  These  clubs,  with 
ich  members  as  schools,  churches,  and  credit  unions,  sell  all 
)rts  of  merchandise  at  cut-rate  prices.  Jan  Bell  supplies  75% 
f  the  327  clubs  in  the  U.  S.  Therein  lies  the  rub  for  investors: 
he  stock,  at  231/2,  is  selling  at  a  lofty  20  times  estimated  1989 
irnings.  But  Jan  Bell  is  vulnerable  to  a  slowdown  in  the 
•holesale  club  industry.  When  that  happens,  as  it  inevitably 
'ill,  Jan  Bell's  stock  may  not  be  such  a  gem. 

By  Antonio  N.  Fiyis  in  Fort  Lauderdale,  Fla. 


>OLE:  BIG  DISCOUNTS,  BIG  PROFITS 


RIS:  PERFECT  PROOFS 
»FORE  THE  PRESSES  ROLL 


Mlphonse  M.  Lucchese  loves  a  challenge.  When  he  left 
i%  desktop  publisher  Xyvision  Inc.  in  April,  1987,  to  become 
hief  executive  of  Iris  Graphics  Inc.,  Iris'  coffers  held  less 
han  three  months'  worth  of  cash.  Lucchese  promptly  decided 
0  abandon  Iris'  slow-selling  printer  and  throw  the  company's 
emaining  resources  behind  a  new  ink-jet  model  that  was  still 
n  development. 

The  3024  printer,  introduced  in  September,  1987,  has  a  lucra- 
ive  niche.  It  is  used  to  make  highly  accurate  color  proofs 
)efore  press  runs — to  show  an  advertiser,  for  instance,  how  an 
id  will  appear  in  a  newspaper,  or  a  textile  house  how  a  fabric 
iesign  will  look.  Architecture  firms  use  it  to  produce  pictures 


of  computer-generated  de- 
signs of  buildings.  Iris 
claims  that  its  process, 
which  prints  directly  onto 
the  paper  or  fabric  to  be 
used,  is  a  more  accurate  re- 
flection of  the  final  product 
than  other  pre-press  offer- 
ings— typically  reproduc- 
tions on  film.  Textile  house 
MAST  Industries  says  it  has 
been  able  to  grab  new  busi- 
ness by  using  the  3024  to 
show,  among  other  things, 
what  a  particular  skirt  de- 
sign will  look  like  in  an  ar- 
ray of  colors. 

Instead  of  trying  to  sell 
machines  directly  to  cus- 
tomers, Lucchese  decided 
to  market  them  through 
more  established  makers  of 
pre-press  systems.  The  re- 
sult: In  1988,  Iris  sold  120  of  its  new  3024  model  at  about 
$75,000  each.  Sales  jumped  to  $6.8  million  from  only  $900,000 
in  1987.  The  company  has  been  profitable  since  last  August, 
after  posting  a  $2.4  million  loss  in  1987.  Industry  researcher 
CAP  International  projects  that  the  market  for  pre-press 
graphics  services  such  as  Iris'  will  grow  to  over  $1.2  billion 
by  1992,  from  $200  million  today.  "We  are  going  to  ride 
that  wave,"  says  Lucchese. 

By  Laura  Jereski  in  Bedford,  Mass. 


LUCCHESE:  PRINTING  IT  ON  THE  3024 


TRENDS  I 


SMALL  BUSINESS 

HAS  MERGER  MANIA,  TOO 


It's  not  just  mammoth  pub- 
lic companies  that  are  pro- 
pelling the  current  boom  in 
mergers  and  acquisitions. 
Since  1981,  56%  of  reported 
private  deals  were  valued  at 
less  than  $10  million,  accord- 
ing to  consultant  Geneva 
Cos.,  which  monitors  m&a  ac- 
tivity for  private  companies 
with  revenues  ranging  from 
$1  million  to  $100  million. 

Despite  fears  of  inflation, 
the  pace  isn't  slowing  this 
year,  either.  Based  on  first- 
quarter  activity,  Geneva  esti- 
mates that  as  many  as  18,500 
small  private  companies  will 
do  M&A  deals  in  1989,  up  12% 
from  last  year. 

Favorite  targets  include 
steady  performers  in  light 
manufacturing,  service  out- 
fits such  as  those  that  pro- 
vide temporary  help  or  secu- 


rity guards,  and  such 
recession-resistant  business- 
es as  food  processors  and 
equipment  lessors. 

Spurred  by  relatively 
healthy  economic  conditions 
and  lots  of  offshore  buyers, 
it's  a  seller's  market,  says 
Geneva  Vice-Chairman  Ar- 
thur D.  Perrone  Jr.  When 
will  the  party  end?  Late  next 
year,  he  predicts. 


MERGERS  AND  ACQUISniOKS 
WORTH  S3  MILLION 
TO  SI  00  MILLION 
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A  THOUSANDS  OF  DEALS 

DATA:  GENEVA  COS. 
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If  you  think  you  only  have  one  choice  when  it  comes  tc 

picking  office  typewriters.. 


hink  again. 


Think  Canon.  We  make  tough,  reliable  typewriters  that  are  more  than  a  match  for  any  electronic 
m  today's  market,  feature  for  feature. 

If  you  think  only  one  company  lets  you  customize  your  typewriters,  think  again.  With 
lanon's  Custom  Series  you  can  mix  and  match  features- memory  size,  type  of  display,  etc.  Ybu 
lesign  the  perfect  typewriter  for  each  workstation. 

If  you  think  only  one  company  makes  easy-to-use  office  typewriters,  think 
igain.  Corrections  and  text-editing  are  a  snap  with  Canon.  .\nd  our  machines 
ire  exceptionally  quiet. 

Finally  if  you  think  only  one  company  provides  comprehensive 
service  and  support,  think  again.  Canon  has  a  network  of  over  700 
My  trained  deaders  nationwide.  W 

So  before  you  put  your  money  down  on  a  new  office  type-  ^ 
ivriter,  visit  your  nearest  Canon  dealer  Once  all  the  cards  are  on  the 
table,  we're  sure  you'll  agree  that  it  pays  to  think  twice. 

For  more  information  call  1-800-453-1900.  Or  check  the 
^'ellow  pages  for  the  Canon  Typewriter  Dealer  nearest  you. 

Canon 

THINK  AGAIN.  THINK  CANON. 


MOGULS  I 


FEAR  NOT,  HOLLYWOOD: 
GOLDEN  BOY  IS  STILL  GOLDEN 


After  a  lull,  Steven  Spielberg  is  poised  for  a  string  of  megabits 


le  is  fabulously  rich,  a  celebrity 
everywhere  movies  are  shown, 
land  unquestionably  the  most 
powerful  filmmaker  in  Hollywood.  But 
you  won't  catch  Steven  Spielberg  power- 
lunching  at  Spago  or  hobnobbing  with 
movie  stars  at  the  Vertigo  disco.  For 
fun,  he  most  likes  to  curl  up  alone  with 
his  vast  collection  of  video  games.  And 
his  idea  of  socializing  is  doing  Donald 
Duck  imitations  for  his  3-year-old  son, 
Max.  Says  Sidney  Ganis,  president  of 
Paramount  Pictures  Corp.:  "Part  of  Ste- 
ven's brilliance  is  that  he  has  never  had 
to  grow  up." 

It  shows.  Springing  from  his  boyish 
imagination,  Spielberg's  best-known 
movies  teem  with  fantastic  gadgets,  visi- 
tors from  outer  space,  and  scary  things 
that  go  bump  in  the  night.  The  only 
thing  grown  up  about  them  is  the  mon- 
ey: He  has  produced  or  directed  5  of 
Hollywood's  toi  10  box-office  hits,  in- 
cluding E.  T.  The  Ertra-Terrestnal,  the 
all-time  leader,  with  .$367  million  in  U.  S. 
sales  and  nearly  double  that  worldwide. 
Last  year's  release  of  E.  T.  on  videocas- 


sette  brought  in  more  than  $360  million 
in  sales.  In  all,  Spielberg's  25  films  have 
sold  more  than  $2  billion  worth  of  tickets 
around  the  world. 

Yet  not  long  ago,  it  seemed  as  if  Spiel- 
berg, 41,  might  have  lost  his  golden 
touch.  His  1985  television  show,  Amaz- 
ing Stories,  suffered  from  sickly  ratings 
before  NBC  pulled  the  plug  in  its  second 
season.  In  1987,  his  more  serious  Em- 
pire of  the  Su?!  won  some  critical  ac- 
claim but  was  a  disappointment  at  the 
box  office.  Industry  insiders  also  began 
to  grumble  that  he  was  trying  to  bank 
on  his  name  by  acting  as  executive  pro- 
ducer on  such  lackluster  fare  as  Harry 
and  the  Hendersons,  Innerspace,  and 
Batteries  Not  Included.  For  those  box- 
office  duds,  Spielberg  only  approved  the 
projects  before  turning  over  production 
and  direction  to  others. 

Now,  like  the  maniacal  shark  he  creat- 
ed in  1975's  Jaws,  Spielberg  is  back  with 
a  vengeance.  Last  year,  he  produced  the 
smash  hit  Who  Framed  Roger  Rabbit 
for  Walt  Disney  Co.  With  U.  S.  receipts 
of  $153  million,  it  was  the  top-selling 


movie  of  1988.  This  year  promises  ; 
even  bigger  splash:  On  May  24,  Par' 
mount  Pictures  will  release  India?. 
Jones  and  The  Last  Crusade,  the  thii: ' 
installment  of  the  blockbuster  adventu:'* 
series  Spielberg  has  directed.  This  oij,: 
stars  Sean  Connery  as  Harrison  Ford'i 
father.  And  down  the  road,  there  aiv 
other  likely  winners.  By  this  time  ne'Jji 
year,  Warner  Brothers  Inc.  will  have  ry 
leased  a  sequel  to  Gremlins,  a  1984  hf 
he  produced,  while  Universal  Picturd' 
will  have  finished  two  more  incarnatioif 
of  the  Spielberg-produced  1985  smas> 
Back  to  the  Future.  I 
THEME  PARKS.  Has  Spielberg  simpf 
turned  his  Amblin  Entertainmaent  into 
sequel  factory?  In  a  sense,  yes.  Chun 
ing  out  retreads  is  a  safe  and  easy  wa 
to  make  money.  Even  the  Universe 
movie  he  began  directing  in  mid-Maj 
Always,  is  a  remake  of  an  old  MGM  filri 
.4  Guy  Named  Joe.  But  there  are  also  ' 
few  new  ideas  on  his  plate:  He  has 
multimillion-dollar  contract  to  design  a; 
tractions  for  Universal  Studios  Toi' 
theme  parks  in  California  and  Florid; 
and  he's  plotting  another  run  at  teley 
sion  production.  He  recently  hired  Ca: 
ole  Kirschner,  a  former  CBS  Inc.  pro 
grammer,  to  run  Amblin's  TV  unit,  whicj 
has  begun  to  produce  a  new  cartooj 
show  for  Warner.  Spielberg,  who  is  ii 
the  middle  of  a  divorce  from  actre^ 
Amy  Irving,  declined  to  be  interviewe(i 

Despite  his  commercial  success — d 
perhaps  because  of  it — Spielberg  get' 
little  respect  from  his  peers.  Apart  froi| 
a  special  citation  for  achievement  in  d 
recting,  he  has  been  snubbed  by  th 
Academy  Awards.  In  a  highly  unusu 
move,  the  Academy  even  declined 
nominate  him  as  Best  Director  for  Th\ 
Color  Purple  when  the  movie  was  u; 
for  Best  Picture  honors.  But  the  studio 
aren't  complaining.  Like  David  0.  Selz*' 
nick  and  Samuel  Goldwyn  before  him 
Spielberg  can  pick  the  projects  hf 
wants — and  he  can  choose  from  amon^, 
any  of  the  seven  major  studios  to  mabi 
them.  Says  Steven  J.  Ross,  chairman  o- 
Warner  Communications  Inc.:  "I'd  taW 
anything  that  man  does." 

Spielberg  and  his  30  full-time  employ 
ees  work  their  magic  from  a  sprawling' 
complex  on  the  Universal  lot.  His  toucl 
is  everywhere:  Outside  there  is  a  small 
wishing  well  that,  on  close  inspection 
features  a  Jaws-Wke  shark.  Inside  th< 
main  screening  room,  there's  a  cand\ 
counter  and  fresh  popcorn.  He  leaveii 
much  of  the  business  side  to  others  sd 
he  can  concentrate  on  making  movies! 
But  even  that  is  difficult  at  times.  Ii: 
1985,  when  he  was  directing  The  Coloi 
Purple  in  North  Carolina,  he  had  the 
daily  footage  of  Amazing  Stories  airlift- 
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in  so  he  could  keep  tabs  on  the  pro- 
im.  He  also  gets  involved  in  every 
ject  of  marketing  his  films,  from  edit- 
;  "trailers"  that  play  in  theaters  to 
^rseeing  marketing  tie-ins. 
;  Spielberg  can  be  extraordinarily  de- 
i  inding  and  stubborn.  Five  weeks  into 
)duction  of  Back  to  the  Future,  he 
unhappy  with  the  performance  of 
ic  Stoltz  in  the  lead  role  and  hastily 
)laced  him  with  Michael  J.  Fox.  The 
itch  cost  an  estimated  $4  million,  since 
ielberg  had  to  reshoot  a  number  of 
'lies.  But  no  one  dared  stop  him.  "He 
ows  what  he  wants  and  won't  change 
no  matter  what  anyone  says,"  notes 
ilumbia  Pictures  President  Dawn 
3el,  who  worked  with  Spielberg  when 
e  was  at  Paramount.  "Who's  going  to 
§■06  with  his  track  record?  " 

carrying  his  father's  briefcase,  Spielberg 
strolled  onto  the  lot,  occupied  an  empty 
office,  and  pretended  he  was  a  Universal 
executive.  He  was  eventually  found  out 
and  asked  to  leave.  But  a  few  years 
later,  Universal  hired  him  to  direct  TV 
shows  after  seeing  his  short  film,  Amb- 
lin, which  he  made  while  attending  Cali- 
fornia State  University  at  Long  Beach. 
His  star  rose  quickly.  In  1973,  the  25- 
year-old  Spielberg  directed  Duel,  a 
made-for-TV  movie  that  later  became  a 
hit  in  foreign  theaters.  He  went  on  to 
make  four  of  his  first  five  movies  at 
Universal,  including  Jaws. 

At  Universal  he  also  met  George  Lu- 
cas, who  was  then  directing  American 
Graffiti.  Today,  the  two  are  close 
friends  as  well  as  occasional  business 
partners.  Lucas  is  the  producer  of  all 

These  days,  Spielberg  is  paid  more 
than  any  director  or  producer  in  the  in- 
dustry. Last  year,  he  turned  down  $5 
million  to  direct  Raiyi  Man,  this  year's 
Academy  Award-winning  movie,  citing 
other  commitments.  Studios  pay  him  a 
minimum  of  $1  million  to  produce  a  film, 
and  Hollywood  sources  say  he  usually 
brings  home  at  least  10%  of  the  movie's 
profits.  His  take  from  sales  of  E.  T.  vi- 
deocassettes  alone  is  estimated  to  ex- 
ceed $40  million. 

A  Spielberg  movie  invariably  costs  a 
lot  to  make,  too.  After  he  did  Jaws  for  a 
measly  $8  million,  every  Spielberg  proj- 
ect has  taken  on  epic  stature.  Budgets 
generally  run  $35  million  or  more.  Roger 
Rabbit,  initially  budgeted  at  $27.5  mil- 
lion, cost  Disney  more  than  $45  million 
after  Spielberg  urged  the  studio  to  put 

SPIELBERG'S  BOX-OFFICE 
BONANZA 

Steven  Spielberg  has  produced  or 
directed  5  of  the  10  top-grossing 
movies  in  Hollywood's  history  (in  red) 
Film                            U.S.  box-office  receipts 

Millions 

E.  T.  THE  EXTRA-TERRESTRIAL  (1982)  $367 
STAR  WARS  (1977)  323 
RETURN  OF  THE  JEDI  ( 1 983)  263 
JAWS  (1975)  260 
RAIDERS  OF  THE  LOST  ARK(1981)  242 
BEVERLY  HILLS  COP  (1984)  235 
THE  EMPIRE  STRIKES  BACK  ( 1 980)  223 
GH0STBUSrERS(1984)  220 
BACK  TO  THE  FUTURE  ( 1 985)  207 
IHDIANA  JONES 

AND  THE  TEMPLE  OF  DOOM  ( 1 984)  180 

DATA:  ENTERTAINMENT  DATA  INC^ 

i  INOIAHA  /OMCS  AMD  THC  LAST  CRUSAOB,  FANS  MEET  HARRISON  FORD'S  DAD,  SEAN  CONNERY 

Spielberg  doesn't  hesitate  to  throw  his 
eight  around  off  the  set,  either.  Ever 
nee  Columbia  Pictures  rejected  his  idea 
)r  E.  T.  in  1980,  he  has  refused  to  make 
movie  for  the  studio.  And  while  Uni- 
3rsal  spent  $6  million  to  build  a  head- 
uarters  for  Amblin  in  1984,  Always  is 
le  first  movie  he  has  directed  there 
nee  1982.  Sources  say  that's  because 
e  didn't  like  Universal's  two  former 
residents,  Ned  Tannen  and  Frank 
rice.  They  couldn't  be  reached  for  com- 
lent.  But  Thomas  Pollock,  the  current 
resident,  knows  the  importance  of 
eeping  Spielberg  happy:  "One  of  the 
lost  important  things  I  can  do  in  this 
'b  is  to  make  sure  that  Steven  wants  to 
'ork  with  us."  Pollock  has  essentially 
iven  him  free  rein,  and  Spielberg 
greed  to  make  five  films  for  Universal. 
It's  fitting  that  Spielberg  is  working 
.^ith  Universal  again.  In  the  late  1960s, 
he  gawky  teen  from  Scottsdale,  Ariz., 
ook  the  Universal  Studios  Tour.  The 
ext  day,  wearing  a  business  suit  and 

three  Indiana  Jones  movies.  Other  close 
friends  include  MCA  President  Sidney  Jay 
Sheinberg,  whom  Spielberg  considers  a 
father  figure,  and  Ross  of  Warner. 
When  some  shareholders  didn't  want  to 
renew  Ross's  hefty  contract  in  1987, 
Spielberg  stood  up  at  a  shareholders' 
meeting  and  threatened  to  boycott 
Warner  if  Ross  left.  "If  Steven  Spiel- 
berg is  your  friend,  you  count  yourself 
blessed,"  says  Ross. 

Now  worth  an  estimated  $250  million, 
Spielberg  has  four  spacious  homes 
around  the  country,  including  a  20,000- 
square-foot  mansion  in  Pacific  Palisades. 
He  and  Irving  bought  the  property  in 
1985  only  to  tear  down  most  of  the  exist- 
ing house — once  owned  by  Selznick — 
and  build  a  new  one  for  $4  million.  In  its 
"Hobbit  room,"  where  the  windows  are 
shaped  like  mushrooms,  there's  a  wall- 
size  TV  and  a  soda  fountain.  In  the  game 
room,  there's  a  row  of  video  games.  The 
"Rosebud"  sled  from  Citizen  Kane 
hangs  over  the  mantle. 

in  more  special  effects.  Gremlins  was 
to  be  a  low-budget  horror  film,  says  Joe 
Dante,  the  director.  "I'm  not  even  sure 
Warner  was  all  that  committed  to  the 
film,"  he  recalls.  "But  Steven  saw  a  big 
movie  in  this,  and  he  convinced  them." 
That  gamble  paid  off  when  the  movie, 
budgeted  at  nearly  $25  million,  returned 
a  profit  of  more  than  $80  million  from 
U.  S.  ticket  sales  alone. 

Thanks  to  his  collection  of  sequels, 
Spielberg  can  probably  count  on  more 
big  returns  through  this  year  and  next. 
What  happens  after  that  is  anyone's 
guess.  Amblin  executives  say  he  intends 
to  keep  playing  executive  producer, 
which  could  result  in  more  flops  like  In- 
nerspace.  And  soon  he'll  start  producing 
television  pilots,  raising  the  possibility  of 
another  not-so-amazing  series.  But  try  to 
find  a  studio  chief  who  wouldn't  happily 
take  a  chance  on  Spielberg.  Although  he 
has  his  ups  and  downs,  in  Hollywood 
he's  still  the  closest  thing  to  a  sure  bet. 

By  Ronald  Grover  in  Los  Angeles 
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WORKER  PARTICIPATION! 


THE  CULTURAL  REYOLUTIOH 
AT  A.O.  SMITH 


Giving  the  shop  floor  a  say  wasn't  easy,  but  it's  paying  off 


I 


n  the  early  1980s,  life  on  the  shop 
floor  at  the  A.  0.  Smith  Corp.  auto- 
motive works  in  Milwaukee  tj^pified 
everything  that's  wrong  with  work  rela- 
tions in  the  U.  S.  Union  stewards  argued 
over  work  rules  with  dictatorial  fore 
men.  On  assembly  lines,  bored  workers 
repeated  the  same  robotlike  tasks  ever>' 
20  seconds,  welding  and  riveting  car  and 
truck  frames.  No  one  paid  much 
attention  to  quality.  With  wages 
based  partly  on  piecework  pay,  ev- 
erj'body  hurried  to  "get  'em  out 
the  door,  junk  or  not,"  remembers 
assembler  Rich  Davis.  In  1981, 
20%  of  the  frames  produced  on  a 
Ford  Ranger  line  had  to  be  re 
paired  before  they  were  shipped. 

That  year.  Smith's  Automotive 
Products  Co.  embarked  on  an  od- 
yssey  of  workplace  changes — hop- 
ing to  revitalize  itself  through  em- 
ployee involvement  (EI).  The 
company  and  its  unions  found  that 
low-level  EI  programs  such  as 
quality  circles — off-line  discussion 
groups  that  suggest  ways  of  improving 
quality  and  cutting  costs — couldn't  re- 
form Smith's  hoan,-  work  practices.  That 
would  require  radical  changes  in  how 
work  is  organized  and  managed. 

It  took  six  long  years.  But  finally,  in 
1987,  Smith  took  the  big  step  and  began 
reorganizing  workers  into  production 
teams  that,  for  all  practical  purposes, 
manage  themselves.  The  results  were 
dramatic:  In  1988,  the  productivity 


growth  rate  doubled,  and  defects  on  the 
Ranger  line  were  down  to  3%. 

What  A.  0.  Smith  and  its  unions  ac- 
compHshed  is  a  rarity  in  American  indus- 
try': They  transformed  an  old  manufac- 
turing complex  with  long-settled  work 
rules,  customs,  and  a  historj-  of  labor- 
management  warfare  into  a  totally  new 
factory  system.  "You  need  a  cultural 


HOWA.O.  SMITH  DID  IT 

Type  of  refonn 

Results 

1981-84  Quality  circles 
started  by  management 
without  union  support 

Quality  improves.  But  pro- 
gram suffers  from  lack  of 
union  involvement 

1984-87  Problem-solving 
committees  formed  jointly 
by  unions  and  management 

Hostile  attitudes  begin  to 
change  on  both  sides.  More 
improvement  in  quality 

1987-89  Work  teams  set 
up  throughout  plant.  Unions 
involved  in  decision-making 

M  workers  involved  in  rais- 
ing quality.  Producti\-ity 
growth  rate  doubles  in  1988 

DATA:  BW 

change  that  can't  be  legislated  by  con- 
tract or  law,"  says  Sidney  P.  Rubinstein, 
president  of  consultant  Participative 
Systems  Inc.  in  Princeton,  N.  J.,  which 
advised  Smith's  management  and 
unions.  "The  people  have  to  want  to 
make  the  transformation,  and  it  must 
evolve  from  their  own  experience." 

The  Milwaukee  employees  wanted 
most  of  all  to  save  their  jobs.  Fears  of  a 
shutdown  dated  from  the  eariv  1980s, 


when  competitive  pressures  began  i 
force  major  changes.  First,  Smith's  B' 
Three  customers — themselves  sufferir 
from  the  onslaught  of  imported  Jap 
nese  cars — pushed  A.  0.  Smith  and  oth-  i 
parts  suppliers  to  improve  product  qua;  ' 
ty.  Smith  management  responded  1  : 
unilaterally  setting  up  quality  circles  • 
elicit  suggestions  from  workers.  But  tL,-: 
unions  refused  to  get  involved,  and  tLi 
program  began  to  fade  without  a  maj 
boost  in  quality. 

By  1984,  Smith  had  run  into  oth 
problems.  General  Motors  Corp..  once 
largest  customer,  began  to  reduce  p 
chases  of  full-size  car  frames  as 
switched  to  front-wheel  drive.  Smit 
seven  unions  then  agreed  to  join  masi| 
agement  in  an  El  process  designed  ]k\ 
Rubinstein's  Participative  Systems, 
consisted  of  problem-soKing  committei 
on  the  shop  floor,  advisory  commi 
with  union  representatives  at  the  pi 
wide  level,  and  a  top  planning  commr 
with  union  and  management  oflRcials. 
this  system,  the  unions  gained  consid( 
able  influence  in  daily  decision-ma^ 
What's  more,  Paul  Blackman,  the  pr* 
dent  of  A.  0.  Smith  Steelworkers  Loi 
19806— the  largest  union,  with  81% 
3,200  hourly  workers — gained  a  voice 
making  strategic  business  decisions 
the  companwide  level. 
'PROGRAMMED.'  But  these  reforms  si 
hadn't  fundamentally  changed  con 
tions  on  the  shop  floor.  Alienated  wor-' 
ers  still  lifted,  welded,  and  riveted  on  2: 
second  cycles,  and  absenteeism  was  i- 
high  as  20%  on  some  days.  Meanvvhil 
the  old  piecework  pay  plan — whk 
rewarded  only  quantitj" — result( 
in  an  extraordinary'  amount  of  be 
product.  Quality  was  so  poor  th: 
the  company  had  to  station  wor 
ers  at  the  end  of  the  lines  to  repa 
frames  that  weren't  built  right  ■ 
the  first  place. 

In  1986,  the  Big  Three  au' 
makers  forced  all  suppliers  to  ci 
prices,  a  move  that  cost  A.  ( 
Smith  many  millions  of  dollar 
Then,  a  decline  in  orders  forced 
layoff  of  1,300  workers  in  la 
1987.  Although  management  nev* 
threatened  to  close  the  Milwauk(  i 
operation,  Blackman  believed  j 
was  "unrealistic"  to  assume  that  Smil  i 
would  keep  it  open  without  furth(  [ 
changes  in  work  practices.  Some  unio:*| 
ists  opposed  such  a  move,  but  BlackmaP| 
thought  that  "to  remain  the  same  is  1  ! 
invite  yourself  out  of  a  job." 

Negotiating  new  contracts  in  1987,  tl 
two  sides  eliminated  the  piecework  pa 
system  that  had  existed  for  some  c 
years.  By  itself  this  would  have  cut  pa 
bv  as  much  as  $S  an  hour.  But  insteai 
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GET  LOWER  MONTHLY 
PAYMENTS  ON 

SELECTED  GM  VEHKLES 
WITH  SMARTLEASE 
AND  KEEP  THESE  PHOTOS 
IN  YOUR  WALLET 


BUT  HURRY-OFFER  ENDS  JUNE  30 

Special  support  from  GM  vehicle  divisions  enables  Chevrolet,  Pontiac, 
Oldsmobile,  Buick,  Cadillac  and  GMC  Truck  dealers  to  offer  even  lower 
monthly  payments  on  SmartLease  deals  through  June  30. 

CHEVROLET 

PONTIAC 
OLDSMOBILE 
BUICK 
CADILLAC 
GMC  TRUCK 


Now  it's  smarter  than  ever  to  obtain  your  GM  dream  through  GMAC's  SmartLease 
program.  To  begin  with,  SmartLease  can  be  more  affordable  than  purchasing.  And 
now  until  June  30,  1989,  you  can  take  advantage  of  even  lower  monthly  payments  on 
select  new  Chevrolets,  Pontiacs,  Oldsmobiles,  Buicks,  Cadillacs  and  GMC  Trucks. 

Which  means  that  SmartLease  not  only  can  help  you  drive  the  GM  vehicle  of  your 
dreams,  but  because  of  even  lower  monthly  payments,  you  can  pursue  some  of  life's 
other  dreams.  With  more  Washingtons,  Lincolns,  Hamiltons,  Jeffersons  and  Jacksons 
in  your  wallet. 

So  ask  your  GM  dealer  about  this  special  SmartLease  offer  today  Don't  wait— offer 
ends  June  30.  Get  into  your  GM  dream  the  smart  way  with  SmartLease  by  GMAC. 
And  you'll  be  glad  that  you  did. 

GMAC  is  an  Equal  Credit  Opportunity  Company. 


SlMRTLEASE 


'5.1989  GMAC  All  Rights  Reserved 


by  GMAC 


the  company  agreed  to  freeze  earnings 
at  the  current  rate  for  four  years  rather 
than  asking  for  an  immediate  pay  cut. 
That  softened  union  opposition.  "I  saw 
cooperation  as  a  union-busting  scheme 
until  1987,"  says  grievance  committee- 
man William  French.  '"^Miat  started  to 
con\"ince  me  that  they  were  serious  was 
that  they  didn't  ask  for  concessions.'" 

Equally  impoitant,  Blackman  persuad- 
ed the  company  to  install  the  work-team 
concept.  Usually,  it's  management  thai 
must  persuade  a  union  to  accept  the 
flexible  job  assignments  required  by 
teamwork.  But  Blackman.  the  president 
of  Local  19806  for  1.5  of  the  last  17 
years,  had  solid  political  support  to  push 
for  an  expanded  participator}-  role  for 
workers.  "I  was  anxious  for  our  people 
to  take  control  so  we  could  get  all  the 
people  involved  in  building  a  quahtj^ 
product.'"  he  explains. 
'I  LOVE  nr  The  work  teams  consist  of 
five  to  seven  workers  who  rotate  from 
job  to  job.  The  members  elect  team  lead- 
ers who  assume  many  managerial  du- 
ties, such  as  scheduling  production  and 
overtime,  ordering  maintenance  work, 
and  stopping  the  line  to  correct  defects. 
Most  rank-and-file  workers  don't  object 
to  the  added  duties,  and  their  increased 
power  on  the  shop  floor  is  no  illusion. 
They  even  get  to  re\ise  work  standards 
set  by  engineers.  "They  just  turned  con- 
trol of  the  shops  over  to  us,"  says  stew- 
ard Charles  Perkins.  "Our  destiny  is  in 
our  own  hands.  I  love  it!" 

With  hourly  workers  taking  over  man- 
agerial tasks.  Smith  retired  or  fired 
scores  of  first-line  foremen,  reducing  the 
ratio  of  foremen  to  workers  from  1  to  10 
in  1987  to  the  current  1  to  'iA.  While  this 
reduction  enabled  Smith  to  cut  overhead 
costs,  it  also  undermined  the  morale  of 
the  remaining  supervisors.  Belatedly, 
the  company  is  now  training  them  to  put 
aside  their  old  management-by-control 
methods  and  adopt  a  participative  stjie 
that  suits  Smith's  new  culture. 

All  is  not  sweetness  and  light  at  the 
Milwaukee  works.  "We're  pleased  with 
the  amount  of  change  that's  occurred," 
says  Randy  Wliite,  human  resources 
vice-president  of  Smith's  automotive 
company.  "But  we  want  to  be  world- 
class  by  ever\-  measure,  and  we're  not 
there  yet."  Meanwhile,  management  and 
labor  still  clash  over  tough  issues.  The 
company  wants  an  easing  of  restrictive 
seniorit;.'  rules,  and  the  unions  are  de- 
manding that  all  current  workers  be 
guaranteed  lifetime  emplo\"ment. 

That's  not  right  around  the  comer. 
But  in  mid-Aoril,  most  workers  received 
a  S123  pajTne  :t  under  a  newly  negotiat- 
ed profit-sharii  2  plan.  Not  a  large  bo- 
nus, but  it  represented  a  partial  reward 
for  transforming  h^:  obsolete  production 
system  into  a  competitive  one. 

By  John  Hoerr  in  Milwaukee 
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CONSUMER  PRODUaS  I 


REYNOLDS'  TINTED  PLASTIC  WRAP  DIDN'T  IMPRESS  MEN — BUT  rrS  A  HrT  IN  THE  STORES 

CAN  REYNOLDS  WRAP  UP 
THE  KITCHEN  MARKET? 

The  aluminum  giant  bolsters  its  stake  in  plastic  packaging 


When  Re\Tiolds  Metals  Co.  de- 
cided to  roll  out  a  new  line  of 
colored  plastic  food  wTap  in 
transparent  shades  of  red,  green,  yel- 
low, and  blue,  it  faced  a  marketing  chal- 
lenge. Ptesearch  showed  women  loved 
the  stuiT.  but  men  didn't  see  the  point — 
and  the  purchasing  staffs 
of  supermarkets  are 
men.  So  Re\Tiolds 
— -amples  to  the  buy- 
ers' homes,  hoping  their 
wives'  reactions  would 
connnce  them  the  prod- 
uct would  sell.  The  strat- 
egy helped.  After  10 
weeks,  colored  Rej-nolds 
Plastic  Wraps  are  in 
stores  in  75^c  of  the  coun- 
tr\\  and  sales  are  exceed- 
ing expectations. 

If  the  name  RejTiolds 
Metals  brings  to  mind  a 
boom-and-bust  alumiinum  company,  look 
closer.  The  Richmond  (Va.)  company  is 
turning  into  a  sa\"vw  consumer  products 
marketer  as  well.  \Miile  the  bulk  of  its 
S5.6  billion  in  sales  comes  from  the  alu- 
minum used  in  cans  and  buildings,  Re™- 
olds  has  built  a  thri\ing  S500  million 
sideline  in  products  used  to  cook  today's 


REYNOLDS' 
CONSUMER  PUSH 

1989  REVENUES:  S6.5  BILLION 
1989  NET  INCOME:  S620.5  MILLION 

_ALuM.lHUW  t_C-GLD 
CCOHSUMER  PRODUCTS 
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turkey  and  \\Tap  yesterday's  pot  roa 
The  most  recent  addition  to  the  Rev 
olds  family  is  a  line  of  plastic  reseala 
food-storage  bags  introduced  in  Ap 
The  company  already  has  leading  m 
ket  shares  in  wax  paper,  cooking  ba 
and  aluminum  foil.  5sow,  Reynolds 

  considering  brand-na" 

trash  bags,  plastic  cu 
and  utensils.  "'We  w" 
to  own  that  aisle"  in 
supermarket,  says  Cha: 
man  William  0.  Bourk 
Bourke's  strategy-  is 
rely  on  consumer  goo( 
to  smooth  out  the  ine\iti 
ble  earnings  swings  I 
metalmaking.  Sales  (I 
packaging  products  teij 
to  rise  during  econom^ 
crunches  because  co 
sumers  are  more  likely 

 ,  prepare  their  own  foo 

And  Reynolds"  wTaps,  bags,  and  foi 
cam"  pretax  margins  as  high  as  40i 
compared  with  7^c  to  12^f  for  aluminurr 
Consumer  products  contributed  only  12 
to  Re\-nolds"  6482  million  in  earnings  la. 
year,  estimates  J.  Clarence  Morriso 
aluminum  industr\-  analyst  at  Dean  W  ■ 
ter  Refolds  Inc.  But  he  forecasts  th.. 
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Here's  something  that  will  help  everyone 
sleep  better.  Except  our  competition. 

At  UPS,  we  have  something  that  will  help  the  morning  to  the  vast  majority  of  people  across 

assure  you  a  restful  nights  sleep  when  it  comes  to  the  country. 

overnight  delivery.  And  because  of  our  efficiency,  we're  still  able  to 

Its  guaranteed  UPS  Next  Day  Air.*  do  all  of  this  for  up  to  half  what  other  companies 

Fbr  some  time  UPS  has  been  the  only  company  charge.  i 
fast  and  reliable  enough  to  deliver  overnight  to         All  of  which  is  guaranteed  to  give  our  i.  .-^^ 

every  single  address  coast  to  coast .  And  we  guaran-  competition  a  restless  nights  sleep.  U  U  O 

tee  it,  or  you  don't  pay  for  it.  And  you  a  comfortable  one. 

What's  more,  we'll  even  guarantee  delivery  in  VCfe  run  the  tightest  ship  in  the  shipping  business. 


THE 
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E\T.RY  SINGLE 
LITTLE 
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TAIvEN  C\RE  OF 

FOR  YOU, 
THAT  YOU  C\N 
FLT.LY  DE\OTE 
YOUR  MIND 
TO  THE  BUSINESS 
WHICH  BROUGHT 
YOU  HERE 


-A  tnily  great  hotel 
ill  the  eity's  greatest  location 

Fifth .  hemic  and  55th  Street 
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The  Leading  Hotels  of  the  World 
Toll  Free:  (008)  222-033 

Preferred  I  lotels  Worldwide 
Toll  Free:  (008)  221-176 
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V      Tc)ll  Free:  (008)  221-023 
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net  profits  from  consumer  products,  in- 
cluding bulk  sales  to  food-service  busi- 
nesses, will  increase  330%,  to  $196  mil- 
lion, or  26%  of  total  earnings,  by  1992. 

For  Reynolds  to  realize  such  results,  it 
must  open  markets  that  are  under  pret- 
ty tight  wraps.  In  the  $350  million  reclos- 
able  plastic  bag  business,  Dow  Chemical 
Co.'s  Ziploc  has  a  75%  share,  and  First 
Brands  Corp.'s  Glad  claims  most  of  the 
rest.  To  defend  their  products,  Dow  and 
First  Brand  offered  discounts  and  re- 
bates weeks  before  the  Reynolds  brand 
hit  the  stores. 

BASHED  BORSCHT.  Reynolds  budgeted 
$60  million  to  develop  its  triple-seal  bags, 
including  about  $20  million  for  ads.  TV 
spots  that  highlight  their  strength  show 
how  to  make  such  concoctions  as 
"bashed  borscht" — put  beets  in  a  bag 
and  smash  them  with  a  bat. 

Reynolds  is  no  newcomer  to  the  super- 
market. Former  Chairman  David  P. 
Reynolds  virtually  created  the  aluminum 
foil  business — and  one  of  the  most  dura- 


ble brands  in  Reynolds  Wrap — by  sper- 
ing  heavily  on  national  TV  advertising  , 
the  1950s.  But  the  company  didn't  put  i 
name  on  another  consumer  product! 
plastic  wrap — until  1982,  a  year  aftT 
Bourke  arrived  from  Ford  Motor 
Seven  years  later,  Reynolds  commanl 
19%  of  the  $250  million  plastic  wrap  m^ 
ket.  With  the  colored  wrap,  Bourl 
vows,  Reynolds  will  vault  into  the  Noj 
spot,  ahead  of  Dow's  Saran  Wrap,  whij 
has  26%.  Bourke's  goal:  to  reach  ^ 
lion  in  consumer  product  sales  by  199 

Bourke  frets  that  investors  havej 
recognized  the  value  of  Reynolds'  co 
sumer  businesses.  The  company's  stod 
at  around  56  a  share,  has  been  tradiJ 
at  only  six  times  earnings,  half  the  av^ 
age  for  the  Standard  &  Poor's  500  indi 
trial  companies.  "I  guess  the  mark 
won't  be  convinced  until  the  next  rec^ 
sion,"  Bourke  says.  If  profits  hold 
there  can  be  little  doubt  Reynolds 
als  means  more  than  just  aluminum. 

By  Michael  Schroeder  in  Richmond, 


MOBIL  IS  WAGING  A  HEFTY 
WAR  ON  'WIMPY'  WASTEBASKETS 


R 


Reynolds  Metals  isn't  the  only 
'old-line  industrial  company  aim- 
ing to  extend  its  reach  in  the 
home.  After  20  years  of  making  Hefty 
trash  bags,  Mobil  Corp.  is  going  after 
the  $300  million-plus  wastebasket  busi- 
ness. In  April,  Mobil  Chemical  began 
bombarding  the  public  with  TV  ads  for 
its  new  Hefty  Designs  line.  Offering 
an  array  of  upscale  new  options,  the 
company  aims  to  bag  20%  of  the  mar- 
ket with  its  Hefty  solution  to  "wimpy" 
trash  cans. 

As  a  leader  in  trash  bags,  Mobil 
knows  its  garbage.  The  company  sifted 
through  a  heap  of  consumer  waste-con- 
tainer concerns  in  order  to  create  five 
versions  of  the  perfect  wastebasket. 
Some  models  open  with  one  step  on  the 
pedal  and  close  with  another.  Others 
have  a  "retainer  ring"  that  keeps  the 
trash  bag  from  slipping  and  eliminates 
"ugly  overhang."  There's  even  a  handy 
attachment  for  storing  a  box  of  re- 
placement bags.  Mobil  has  invested 
some  $5  million  in  ads  and  promotions, 
including  a  special  mailing  to  Mobil 
credit-card  holders. 

SPACE  WOES.  The  push  brings  Mobil 
smack  up  against  Rubbermaid  Inc.,  the 
undisputed  king  of  the  heap.  One  of 
the  first  makers  of  plastic  wastebas- 
kets,  Rubbermaid  has  long  had  a  firm 
hold  on  the  plastic  housewares  market. 
Last  year,  the  Wooster  (Ohio)  company 


sold  $457  million  worth  of  dishpan! 
laundry  baskets,  containers,  wasteb; 
kets,  and  other  consumer  products,  e; 
timates  Kidder,  Peabody  &  Co.  Mob: 
may  have  a  hard  tim.e  persuading  n 
tailers  to  take  shelf  space  away  fro; 
Rubbermaid  and  make  room  for  Hefi 
"Hefty  Designs  is  bulky,  and  you  neei 
several  different  colors  and  sizes, 
says  Richard  D.  Green,  a  buyer  wi 
Duckwall-Alco  Stores  Inc.,  a  discoun 
chain.  "I  just  don't  have  the  space." 

Mobil  has  put  itself  at  the  high  em 
of  the  market,  targeting  people  whi 
want  to  "upgrade"  their  kitchen  can 
Retail  prices  reach  $19.99  for  Hefty' 
top-of-the-line  wastebaskets,  comparei 
with  $17.99  for  Rubbermaid's.  Mobil  i 
betting  that  consumers  will  pay  mor  toe 
for  a  product  that  does  more.  "I  thini 
Rubbermaid  was  positioned  on  thing 
a  wastebasket  didn't  do — rust,  break 
etc.,"  says  Hefty's  Andrew  U.  Ferrar 
manager  of  new  ventures  at  Mobi 
Chemical  Co.  "We  are  trying  to  ad( 
value  on  what  it  does  do." 

Of  course.  Hefty  Designs'  projectei 
$20  million  to  $30  million  in  1989  sale 
is  just  a  drop  in  the  plastic  bucket  fo 
Mobil  Corp.,  which  had  revenues  of 
billion  last  year.  But  with  Mobil  facing 
a  heavyweight  competitor  like  Rubber 
maid,  even  those  modest  revenue; 
aren't  in  the  bag  yet. 

By  Maria  Mallory  in  Wooster,  Ohii 
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A  circle  of  friends 


Cinnevik  was  founded  by  friends 
ind  has  been  brought  forward  by 
heir  sons.  Agriculture  was  our  first 
msiness.  Investments  in  the  mining 
md  forestry  industries  were  added 
hortly  thereafter. 

Our  human  tradition  is  unbro- 
ken and  most  of  what  guides  us 
;omes  from  our  origins.  Like  a  good 
ihooting  party  our  organization 
las  few  spoken  rules.  However,  ex- 


ceptions are  rare.  The  characteris- 
tics we  seek  among  ourselves  are 
faithfulness,  warmth,  openness  and 
helpfulness.  In  fact,  the  same 
characteristics  you  seek  amongst 
your  friends.  Trust  can  neither  be 
given  nor  taken,  it  can  only  be 
earned.  Our  original  businesses  of- 
fered few  opportunities  for  short 
cuts.  The  earnings  were  seldom  suf- 
ficient for  quick  improvements.  Re- 


wards often  came  years  after  the  ini- 
tial effort.  Common  sense  went  a 
long  way,  but  patience  and  far- 
sightedness were  prerequisites. 

More  than  fifty  years  of  entrepreneurship  under 
the  sanne  group  of  principal  owners. 


ndustriforvaltnings  AB  Kinnevik  is  an  investment  company  with  annual  sales  of  SEK  7,500  M  and  assets  of  SEK  11,200  M.  The  head  office  is  in  Stockholm.  Operations  are 
;onducted  through  wholly  or  partially  owned  subsidiaries.  Kinnevik's  business  areas  include:  forestry  and  manufacture  of  pulp  and  paper;  steel  production,  manufacture 
)f  rock-drilling  equipment;  import,  retailing,  leasing  and  service  of  cars  and  earth-moving  machinery;  operation  of  cellular  mobile  telephone  and  digital  messaging 
;ystems;  operation  of  credit  card  phone  systems;  sale  of  data-communication  equipment;  satellite-TV  broadcasting;  publishing;  insurance  and  finance. 
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A  BOLD  MOVE 
IN  MAINFRAMES 

IBM  PLANS  TO  MAKE  THEM  KEY  TO  NETWORKING— AND  SO  RESTORE  ITS  GROWTI 


It's  the  big  question  in  computer  cir- 
cles and  on  Wall  Street,  too:  Are 
IBM's  glory  days  gone  forever?  Will 
the  company  ever  get  back  to  the 
growth  it  enjoyed  in  the  early  1980s, 
when  both  revenues  and  earnings  nearly 
doubled  in  five  years?  Back  then,  IBM's 
strength  was  in  mainframes,  which  pro- 
duced about  50%  of  its  revenues  and 
nearly  70%  of  its  profits.  With  60%  of 
the  world  mainframe  market,  IBM  looked 
impregnable.  Personal  computers  were 
still  toys,  engineering  workstations  were 
a  lab  curiosity,  and  neither  of  them  was 
a  threat  in  corporate  offices  where  IBM 
was  king. 

What  a  difference  a  few  years  make. 
Personal  computers  are  everyday  work 
tools  now,  and  workstations  are  out  of 
the  lab.  Both  can  be  linked  in  networks 
that  do  much  of  what  a  mainframe 
can — for  1/100  the  cost.  As  a  result, 
world  sales  growth  for  mainframes  has 
dropped  to  4%  a  year,  one-third  the  rate 
in  1982.  No  longer  the  largest  computer 
market,  mainframes  are  third,  behind 
PCs  and  minicomputers.  Only  one  thing 
hasn't  changed:  Despite  its  efforts  to 
diversify — into  PCs,  workstations,  even 
phone  equipment  with  the  failed  acquisi- 
tion of  Rolm  Corp. — IBM  relies  as  heavily 
as  ever  on  its  mainframe  business.  And 
because  it  does,  it  has  become  a  laggard. 
NEW  STRATEGY.  IBM's  revenues  have 
grown  at  an  average  6.1%  a  year  since 
1985  vs.  9.27'  for  the  overall  computer 
industry.  Despite  a  reorganization  last 
year  and  extensive  cost-cutting,  the  com- 
pany will  struggle  this  year  to  match 
1984'>  record  $10.77  a  share  in  profits — 
on  about  $18  billion  more  in  revenues. 
Its  stock  is  trading  at  11.9  times  earn- 
ings, 4%'  below  the  average  for  the  Stan- 
dard &  Poor's  500-stock  index.  Even 
John  F.  Akers,  IBM's  determined  chair- 
man and  chief  executive,  expects  his 
company  to  grow  more  slowly  than  the 
overall  industry  for  two  more  years,  per- 
haps—and that  may  be  optimistic.  "I 
don't  see  any  scenario  in  which  IBM  can 
grow  faster  than  the  industry,"  says 
Rick  Martin,  an  analyst  at  Prudential- 


MAINFRAMES  REMAIN  IBM'S 
BREAD  AND  BUTTER 


Revenues 

Estimates  for  1989, 

Gross  profits 

millions  of  dollars 

Mainframe  hardware,  software, 
peripherals,  and  maintenance 

$28,262 

$18,083 

Midrange  hardware 

4,891 

3,004 

Nonmainframe  peripherals 

3,900 

2,379 

Personal  computers,  terminals, 
workstations  and  typewriters 

12,252 

6,249 

Nonmainframe  software  and 
maintenance 

7,824 

4,964 

Other 

6,950 

2,102 

*Profits  before  selling,  general,  and  administrative  expenses,  research  and  development,  ond  taxes 
DATA:  SANfORD  C.  BERNSTEIN  &  CO,  ESTIMATES 
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ehe  Securities  Inc.  "It's  too  dependent 
mainframes." 

3ut  now,  IBM  is  trying  to  turn  its  alba- 
ss  back  into  an  eagle.  It  has  a  new 
ategy  that  it  hopes  will  rekindle  the 
inframe's  growth  and  help  sell  small- 
computers,  too.  IBM  will  continue  to 
ige  its  bets  by  investing  in  every  oth- 
promising  technology.  But  even  if  it 
Tiinated  the  rapidly  growing  markets 
•  workstations  or  computers  used  for 
age  processing  or  desktop  publishing, 
;se  businesses  are  so  small  that  the 
ect  on  IBM's  $60  billion  in  revenues 
luld  hardly  show  up.  So  in  a  way,  IBM 
s  no  choice  but  to  spend  untold  bil- 
ns  to  save  the  mainframe. 


The  plan  is  to  transform  the  19-year- 
old  System/370,  which  already  is  the 
central  repository  of  data  for  most  large 
U.  S.  companies  and  many  world  govern- 
ments, into  an  entirely  new  computer.  A 
remodeled  370  would  store  more  data, 
including  electronic  images,  voice  mes- 
sages, and  even  video. 

But  IBM  wants  to  do  "more  than  sim- 
ply turn  the  crank,"  says  Akers.  It 
wants  to  make  the  mainframe  into  a  hub 
that  will  anchor  vast  information  net- 
works in  the  1990s.  Digital  Equipment 
Corp.,  most  notably,  is  already  headed  in 
this  direction,  selling  networks  based  on 
minicomputers.  But  the  networks  IBM 
plans  would  be  much  more  powerful. 


With  its  system,  the  command  "Tell  me 
last  week's  sales  by  product  line"  would 
produce  numbers  automatically  calculat- 
ed from  data  bases  located  around  the 
world.  Currently,  such  a  request  might 
mean  querying  100  different  business 
units  and  tabulating  the  answers. 

In  short,  IBM  is  pushing  mainframes 
as  the  solution  to  the  No.  1  computer 
problem  of  corporations— managing  an 
overwhelming  surplus  of  data.  Powerful 
PCs  may  be  useful.  But  how  is  a  compa- 
ny to  make  sense  of  the  expanding  pools 
of  information  collected  by  all  of  those, 
each  independent  of  the  rest?  "The  fun- 
damental problem  is  getting  the  whole 
organization  to  use  its  data  consistent- 
ly," says  J.  Bruce  Harreld,  chief  infor- 
mation officer  at  Kraft  General  Foods. 
IBM's  answer:  Make  the  mainframe  lord 
of  data  bases.  Connect  it  to  all  the  small- 
er machines,  and  have  it  hand  them  any 
piece  of  information  they  demand,  even 
if  it's  in  another  small  machine  half  a 
globe  away.  Revamping  the  aging  Sys- 
tem/370, says  Brian  Jeffrey,  managing 
director  of  International  Technology 
Group  in  Los  Altos,  Calif.,  is  "IBM's  most 
significant  project  since  the  System/360 
introduction  in  1964." 
CRUCIAL  EDGE.  IBM  took  a  big  Step  to- 
ward its  goal  on  May  16,  when  it  an- 
nounced software  to  tie  together  its  own 
mainframes,  AS/400  minicomputers,  and 
PS/2  personal  computers  for  what  it 
calls  "cooperative  processing."  The  pro- 
grams, called  OfficeVision,  fit  into  a 
grand  software  scheme  IBM  calls  Sys- 
tems Application  Architecture.  SAA  is  an 
evolving  set  of  strictly  defined  rules  for 
the  connections,  or  interfaces,  between 
programs,   data  bases,   and  complete 
computer  systems  in  the  IBM  product 
line.  In  theory,  machines  running  soft- 
ware with  SAA  interfaces  will  more  easi- 
ly tap  into  the  huge  amounts  of  data 
stored  in  the  370. 

SAA  was  conceived  just  for  IBM  custom- 
ers. But  now  the  company  is  encourag- 
ing all  software  makers  to  use  it  by 
giving  them  the  specifications  for  the 
interfaces.  "We  would  like  to  see  SAA 
accepted  as  an  official  standard,"  says 
Earl  F.  Wheeler,  head  of  IBM's  Program- 
ming Systems  Group.  If  this  happens, 
IBM's  mainframe  sales  should  boom.  SAA 
"will  require  more  mainframe  power  and 
more  storage,"  Wheeler  adds.  Beyond 
that,  the  company  would  begin  to  lever- 
age its  strength  in  large  systems  into 
I  sales  of  computers  that  would  be  at- 
tached to  its  mainframes.  For  instance, 
since  it  would  know  the  most  about 
SAa's  future  direction,  IBM  could  be  the 
first  to  market  with  SAA-compatible 
products. 

That  may  be  the  catch,  however.  In- 
deed, the  biggest  threat  to  Saa  and  the 
new  mainframe  strategy  may  be  that 
I   IBM  has  sole  control  of  them.  Over  the 


)VER  STORY 
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past  five  years,  customers  in- 
creasingly have  demanded  that 
computer  makers  dispense  with 
proprietary  products — those 
that  work  only  with  one  compa- 
ny's systems — and  move  to- 
ward open  standards  that  let 
customers  mix  brands  of  ma- 
chines. That  forces  suppliers  to 
compete  more  on  price  and  per- 
formance. SAA  isn't  completely 
proprietary,  since  it's  being 
shared.  But  it  still  gives  IBM  a 
unique  edge,  and  it  can  be  con- 
strued as  an  effort  to  subvert 
the  mounting  open-systems 
movement  to  IBM's  advantage. 
That  may  be  enough  to  scare 
away  buyers  who  don't  want  to 
depend  on  just  one  supplier. 

Another  problem  for  IBM  is 
timing.  It  isn't  the  only  compa- 
ny aiming  to  be  the  king  of 
what  it  calls  enterprise  networks.  DEC, 
Tandem  Computers,  and  Unisys,  among 
others,  hope  to  beat  IBM  to  the  punch 
with  less  costly,  more  flexible  solutions, 
albeit  ones  that  aren't  as  sweeping  as 
IBM's.  Other  computer  makers,  mean- 
while, including  Hewlett-Packard  Co. 
and  American  Telephone  &  Telegraph 
Co.,  are  hammering  out  nonproprietary 
software  standards  for  managing  large 
networks.  And  suppliers  of  data  base 
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software,  such  as  Oracle  Corp.  and  Rela- 
tional Technology  Inc.,  are  tackling  the 
problem  of  distributing  data  across 
many  machines.  The  complete  version  of 
SAA  may  not  be  ready  for  years — after 
several  competitive  products  are  out.  If 
it  is  too  late  to  market,  IBM's  grand 
scheme  could  fall  flat. 

Even  if  IBM  is  flrst,  there's  the  ques- 
tion of  how  wide  a  following  it  can  build. 
James  L.  Cassell,  a  former  IBM  main- 


frame marketing  executive  wi 
now  tracks  large  systems  fjpn 
consultant  Gartner  Group  Iil; 
in  Stamford,  Conn.,  says  thi 
dec's  inroads  and  rapid 
vances  in  desktop  machine 
have  loosened  IBM's  hold  on  t? 
1,000  or  so  big  corporate  ci- 
tomers  that  he  estimates 
count  for  more  than  half  i 
proflts.  1 
FUTURE-MINDED.  These  custoj< 
ers  are  bound  to  IBM  by  t:! 
billions  of  dollars  they  haii 
spent  on  its  mainframes  ail 
the  software  to  run  them.  B|; 
there's  a  heightened  risk,  s 
open  systems  abound,  that  tr  i 
Blue  customers  might  dri, 
away  from  IBM  for  future  pu 
chases.  The  No.  1  goal  of  IBM, 
new  strategy,  Cassell  says,  < 
to  "recapture  control"  of  i; 
largest  customers — partly  by  givir 
them  a  system  so  integrated  it's  hard  i 
clone.  "IBM  really  cares  about  that  pie: 
of  the  business,"  he  says. 

The  implication  is  that  many  small- 
buyers — who  in  any  case  might  ]•. 
turned  off  by  the  steep  price  of  Si. 
(below) — will  remain  up  for  grabi.; 
"There's  not  much  there  for  smaller  cvf' 
tomers,"  says  Steve  J.  Lair,  an  analy^ 
with  Dataquest  Inc. 


J! 


THE  SOFTWARE  THAT  TIES 
IT  ALL  TOGETHER 


Ei 


Ixecutives  at  IBM  call  it  the  most 
important  software  the  company 
I  has  ever  announced.  To  produce 
it,  Chairman  John  F.  Akers  set  to  work 
1,000  programmers  in  eight  laborato- 
ries around  the  world.  Two  years  and, 
by  some  estimates,  $500  million  later, 
they  have  produced  the  OfficeVision 
series  of  applications  software,  which 
will  be  released  in  pieces  over  the  next 
year.  "We  broke  our  collective  backs  to 
deliver,"  says  Terry  R.  Lautenbach, 
general  manager  of  IBM  U.  S. 

The  result  will  demonstrate  the  pow- 
er of  Systems  Application  Architec- 
ture, a  scheme  IBM  devised  in  1987.  Of- 
ficeVision  will  use  the  IBM  Personal 
System/2  PC  as  the  window  into  infor- 
mation stored  in  IBM  minicomputers 
and  mainframes — the  first  time  all 
three  will  work  in  concert.  Until  now, 
extracting  information  from  large  IBM 
systems  usually  was  a  job  for  pro- 
grammers. But  OfficeVision,  which  is 
based  on  the  Presentation  Manager 
graphics  program  that  was  developed 


by  IBM  and  Microsoft  Corp.,  emulates 
the  user-friendliness  of  Apple  Comput- 
er Inc.'s  Macintosh.  "The  quality  is  su- 
perior to  anything  IBM  has  had,"  says 
John  C.  McCarthy  of  Forrester  Re- 
search Inc.  in  Cambridge,  Mass. 
'AHA!'  Initially,  OfficeVision  will  focus 
on  routine  office  tasks.  It  includes  elec- 
tronic mail,  an  address  book,  a  phone 
list,  and  the  hke,  all  manipulated  by 
means  of  a  mouse  pointer.  A  dozen 
mainframe  software  makers  already 
are  developing  insurance,  financial, 
manufacturing,  and  human-resource 
packages  for  OfficeVision.  And  Lotus 
Development  Corp.  and  Microsoft  say 
that  they  intend  to  adapt  their  spread- 
sheet programs  for  it  as  well.  IBM  will 
even  make  it  possible  to  give  existing 
mainframe  software  the  look  of  Of- 
ficeVision by  using  a  program  called 
Easel  that  runs  on  a  PS/2. 

OflSce Vision  requires  a  new  IBM  pro- 
prietary version  of  OS/2,  the  PC  operat- 
ing system,  or  basic  software,  intro- 
duced two  years  ago.  Still,  it  could 
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IBM'S  ROAD  MAP 
TO  THE  FUTURE 


WORKSTATION 

PS/2 


HOST  CCf"^"^"'^^a 
AS/400  or  SYSTEM/370 


'BM's  Systems  Application 
\rchitecture  (SAA)  describes 
how  various  elements  of  IBM 
:omputers  should  connect  to 
'Mch  other.  IBM  says  that  if 
customers  write  their  pro- 
-ams according  to  SAA 's 
rules,  they'll  find  it  easier  to 
build  efficient  networks.  SAA 
may  also  help  IBM  change  its 
hardware  without  affecting 
those  programs. 


The  "graphical  user  inter- 
face" defines  how  programs 
interact  with  human  operators. 
This  includes  the  keyboard  and  the 
"look  and  feel"  of  display  screens. 

The  "communications  inter- 
face" passes  information  from 
a  PC  to  related  programs  in  a  re- 
mote host  computer.  The  goal  is  to 
get  small  and  large  computers  to 
cooperate  better. 


EIn  the  host  computer,  the 
SAA  communications  inter- 
face directs  data  from  the  PC  into 
an  applications  program,  such  as  a 
financial  accounting  system — and 
back  out  again.  Before  SAA,  each 
host  program  handled  its  communi- 
cations uniquely,  which  made  it 
hard  to  connect  PCs  to  large  com- 
puters. Now,  the  connections  will 
be  standardized,  making  it  easier  to 
write  new  host  programs. 


@SAA  also  defines  how  the 
host's  applications  programs 
should  request  information  from  a 
large,  cross-indexed  data  base.  For 
instance,  data  on  yesterday's  auto- 
mobile orders  might  be  retrieved 
by  a  factory  scheduling  program, 
which  would  notify  a  factory  work- 
station about  work  to  be  done.  Cur- 
rently, host  programs  store  their 
data  uniquely,  making  it  difficult  for 
them  to  share  information. 


Although  not  publicly,  IBM  has  been 
ulling  over  a  more  versatile,  network- 
iented  mainframe  for  years — at  least 
ice  the  early  1970s.  That's  when  it  qui- 
ly  began  work  on  a  computer  called 
iture  System.  The  idea  was  to  replace 
e  System/370,  which  was  merely  an 
panded  version  of  the  earlier  System/ 
0  and  was  severely  limited  in  handling 
e  kinds  of  terminal-based,  transaction- 
pe  applications  customers  were  begin- 
ng  to  plan.  These  ranged  from  airline- 
servation  systems  to  banking  terminal 
itworks,  where  many  employees  need- 
access  to  a  central  store  of  constantly 
•dated  information. 


FS  was  supposed  to  be  much  more 
powerful  and  more  functional  in  those 
kinds  of  jobs  yet  much  easier  to  pro- 
gram and  operate.  It  would  handle  huge 
data  bases  but  shield  customers  from 
their  incredible  complexities:  Many  te- 
dious housekeeping  tasks  normally  han- 
dled by  programmers  would  be  eliminat- 
ed in  the  system's  completely  rede- 
signed, radically  new  architecture. 

FS  never  saw  the  light  of  day,  though. 
In  1975,  after  spending  $3  billion  or 
more,  insiders  say,  the  company  dropped 
the  project  without  even  acknowledging 
its  existence.  The  main  reason:  IBM  was 
afraid  that  customers  wouldn't  go  for 


the  machine  if  it  meant  they  would  have 
to  rewrite  their  370  software.  That's  the 
problem  SAA  aims  to  avoid  by  creating 
smooth  connections  between  old  370 
software  and  a  modified  mainframe. 

So  IBM  stuck  with  the  System/370, 
gradually  extending  its  capabilities  ev- 
ery few  years,  even  though  by  1974  it 
was,  by  IBM's  own  admission,  outdated. 
It  was  hard  to  argue  with  the  results. 
From  1975  to  1985,  world  mainframe 
sales  and  IBM's  revenues  more  than  tri- 
pled. Ironically,  the  370's  inherent  ineffi- 
ciencies— it  was  designed  essentially  to 
handle  batches  of  punch  cards — may 
have  forced  customers  to  buy  more  ma- 


boost  sales  of  Microsoft's  standard 
OS/2  beyond  the  90,000  sold  to  date. 
Applications  for  OS/2  can  be  "snapped 
into"  OfficeVision,  IBM  says.  This  will 
end  the  dearth  of  such  programs,  ana- 
lysts say,  and  thus  make  all  versions  of 
OS/2  more  popular.  With  OfficeVision, 
"you  may  finally  get  the  'Aha!'  of  why 
OS/2  is  important,"  says  IBM  Senior 
Vice-President  George  H.  Conrades. 

Those  "Ahas!"  could  be  a  while  in 
coming,  however.  Most  of  the  key 
parts  of  OfficeVision — such  as  connec- 
tions into  the  mainframe — won't  be 
fully  ready  for  a  year.  What's  more, 
OfficeVision  may  appeal  most  to  big 
companies:  IBM  says  it  will  cost  at  least 
$7,300  per  workstation.  That  doesn't  in- 
clude the  cost  of  a  PS/2  with  enough 
internal  memory — eight  megabytes,  or 
four  times  what  IBM's  most  powerful 
PC  comes  with — to  run  the  huge  Office- 
Vision  programs.  That  machine  could 
cost  an  additional  $11,000. 

Still,  IBM  is  betting  that  a  lot  of  cus- 
tomers won't  mind.  "Instead  of  sitting 
down  to  a  computer  the  way  I  look 
forward  to  the  dentist,"  says  Earl  F. 
Wheeler,  the  IBM  vice-president  in 
charge  of  SAA,  "they'll  enjoy  using  it — 
and  be  more  productive." 

By  Deidre  A.  Depke  in  New  York 
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ON  THE  STREET, 
BIG  BLUE  IS  BIG  BLAH 


300- 


200- 


COMPUTER  MAKERS- 


On  Wall  Street  and  Main  Street, 
IBM  is  known  as  Big  Blue — and 
for  years,  it  has  been  the  quint- 
essential blue-chip  stock.  With  the  larg- 
est market  capitalization  of  any  corpo- 
ration, S65  billion — 37c  of  the  Standard 
&  Poor's  500-stock  index — IBM  influ- 
ences the  market  more  than  any  other 
company.  But  the  giant  computer  mak- 
er rose  to  its  position  of  preeminence  in 
the  days  of  \ibrant  gro\\ah  that  ended 
in  the  early  1980s. 
Since  1984,  Big  Blue 
has  been  persistently 
lagging  behind  the 
stock  market,  and  this 
year,  its  performance 
has  been  aw-ful — caus- 
ing rumblings  of  dis- 
content from  the  vast 
army  of  analysts  who 
follow  the  company. 

Although  the  over- 
all market  has  risen  to 
its  highest  levels  since 
October,  1987,  IBM 
shares  have  dipped 
8.5%  since  New  Year's 
Eve,  to  1111/2  on  May 
IT — about  the  same 
price  IB.M  common 
stock  was  fetching  as 
far  back  as  May,  1983.  IBM's  recent 
troubles  stem  from  the  March  an- 
nouncement that  first-quarter  earnings 
would  be  hurt  by  deliver^'  delays  of 
some  of  its  large  3090  systems.  But  in 
the  view  of  some  observers,  the  prob- 
lems lie  much  deeper.  "It's  been  four 
years  of  disappointments,"  laments 
Daniel  Mandresh,  who  follows  IBM  for 
Merrill  Lynch  &  Co. 

Mandresh  and  other  analysts  con- 
tend that  IBM's  management  has  tend- 
ed to  raise  the  hopes  of  investors 
through  optimistic  pronouncements — 
expectations  that  later  have  been 
dashed.  And  even  analysts  who  are 
recommending  purchase  of  the  stock 
maintain  that  the  company  has  been 
slow  to  respond  to  the  competitive 
challenges.  It  has  resisted  mass  lay- 
offs, for  example. 

THROWING  MONEY.'  Although  IB.M  has 
transferred  thousands  of  employees 
from  other  jobs  into  sales,  critics  on 
the  Street  maintain  that  iB.M's  cost 
structure  has  become  bloated  as  a  re- 
sult and  that  its  domestic  sales  force 
has  not  been  efficiently  deployed.  "IBM 


IBM  STOCK  HAS 
UNDERPERFORMED 
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has  taken  the  approach  of  pouring 
money  into  marketing,''  says  Don 
Yoimg,  a  computer  analyst  at  Sanford 
C.  Bernstein  &  Co.  "They  don't  know 
what  to  do,  so  thej'^re  throwing  money 
at  the  problem."  Young  maintains  that 
IBM's  earnings  are  penalized  by  S4  a 
share  because  of  excessive  selling,  gen- 
eral, and  administrative  costs.  On  aver- 
age, analysts  expect  1989  earnings  to 
reach  S10.70  a  share. 

Wliatever  their  \iew 
of  IBM's  managerial 
acumen,  professional 
investors  generally  be 
lieve  that  the  compa- 
ny's growth  days  are 
pretty  much  over.  The 
era  of  spectacular 
share-price  advances 
was  last  seen  during 
the  bull  market  for 
high-tech  issues  in 
1982  and  1983.  Then 
IBM  and  other  main- 
frame manufacturers 
began  to  feel  the  sting 
of  smaller  rivals. 
Some  analysts  now 
classify*  IBM  as  a  cycli- 
cal stock — like  steel 
companies  and  other 
industrial  stocks  that  move  in  tandem 
with  economic  swings. 

But  even  though  IBM's  share  price 
has  fallen,  there  are  far  cheaper  stocks 
in  the  cyclical  category — autos,  for  ex- 
ample. Ford  Motor  Co.  is  selling  at  a 
price-earnings  ratio  of  four  times  trail- 
ing earnings,  vs.  11.9  for  IBM,  and  the 
auto  maker's  jield  is  6%,  vs.  4%  for 
IBM,  which  recently  raised  its  di\idend. 
A  4%  \ield  won't  attract  income-orient- 
ed investors  when  significantly  higher 
jields  are  available. 

If  IB.M  is  not  a  growth  stock,  not  an 
income  stock,  and  not  a  true  cyclical 
stock,  then  what  is  it?  Well,  more  than 
anjthing  else,  it  is  an  institutional 
stock.  Nearly  half  of  its  shares  are 
owned  by  pension  funds  and  other  in- 
stitutions that  are  attracted  by  one  of 
IB.M's  enduring  assets:  It  is  owned  by 
institutions.  There  has  been  no  major 
institutional  movement  away  from  Big 
Blue  despite  the  recent  malaise.  And 
as  long  as  these  investors  remain 
steadfast,  IB.M  stock  will  never  truly 
suffer. 

By  Gary  Weiss  in  New  York 


chines  than  they  would  have  needk 
with  an  updated  computer. 

All  the  while,  FS's  spirit  lived  on  wi- 
in  IBM.  Its  basic  architecture  showed  » 
in  the  System/38  minicomputer  in  19;; 
recently  replaced  by  the  AS/400.  Met 
important,  veterans  of  the  FS  projtt 
moved  into  top  executive  slots,  includLj 
Vice-Chairman  and  Chief  Technology 
Jack  D.  Kuehler.  They  are  slowly  moj 
ing  the  System/3T0  into  the  shape  of  h 
updated  FS.  And  by  now,  even  Chairmj 
Akers  is  talking  like  an  old  FS  hand. 

When  William  C.  Lowe  quit  ear' 
this  year  as  head  of  the  Entr\"-Levei  S 
terns  business,  responsible  for  perso 
computers,  Akers  replaced  him.  with  ti 
former  president  of  the  mainframe  di 
sion,  James  A.  Canna\ino.  "It  is  ve| 
useful  as  we  trj-  to  . . .  combine  inte 
gent  workstations  and  large  compu 
to  have  a  guy  with  his  background 
large  computers  working  from  the  ot 
>rr.d,"  says  Akers.  He  adds:  "The  biggi 

i: -ortunit}'  for  this  industn,'  is  to  ma' 
L-ryiTiputers  easier  to  use  and  manage.'|. 
'BABY  STEPS.'  That  task  falls  to  Carl  | 
Conn,  a  former  FSer  who  now  ru4. 
mainframe  development.  His  goal:  »• 
multiply  many  times  over  the  370's  abii 
t\-  to  handle  huge  amounts  of  data,  p 
must  if  it  is  to  run  big  networks, 
year,  IB.M  greatly  increased  the 
chine's  main  memor\'.  As  early  as  nell 
year,  the  rate  at  which  information  a: 
programs  flow  into  that  memon,-  will 
quadrupled  when  optical  fiber  cables  a 
added  to  connect  disk  drives  and  othii 
storage  devices.  IB.M  also  plans  mu<i 
faster,  higher-capacitv^  disk  drives  arf; 
connections  to  make  several  mainframei 
share  immense  banks  of  disk  and  taifc 
drives  instead  of  one  set  per  machinS;! 
Meanwhile,  the  now  laborious  task  <*•; 
tracking  data  files  and  making  backi^j 
copies  is  being  automated  to  mcrea^ 
productivity  in  large  data  centers,  i 

By  1991,  when  a  new  family  of  proce4( 
sors  called  Summit  is  due,  the  Systenrfi 
370  will  have  enough  oomph  to  execuf: 
close  to  400  million  instructions  per  seJi 
ond  (MlPSi,  nearly  four  times  what's  poij 
sible  now.  ib.m  will  further  boost  operajj 
ing  power  by  switching  to  super-coolef* 
gallium  arsenide  microchips — sometin  ! 
in  the  mid-1990s,  analysts  think.  TI  ! 
company  also  is  backing  Supercomput*!  j 
Systems  Inc.,  headed  by  former  Crs  | 
Research  Inc.  designer  Steve  Chen.  H  j 
scientific  processor,  slated  for  produ' 
tion  in  the  early  1990s,  would  give  th  i 
System/370  scientific  number-crunchin  i 
power  100  times  better  than  today's  be; 
supercomputer,  IB.M  claims. 

Each  of  these  changes  is  making  tY 
System/370  look  more  like  what  FS  wf 
supposed  to  be,  says  Pru-Bache's  Ma 
tin,  a  former  iB.Mer.  But  this  time,  adc 
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3sell,  IBM  is  reengineering  the  main- 
me  in  "baby  steps,"  not  all  at  once, 
it  will  ease  the  transition  for  custom- 
.  It  may  also  be  unavoidable.  "There's 
;h  a  vast  amount  of  software  to  be 
itten  that  even  IBM  can't  do  it  in  one 
'  swoop,"  he  says. 

Phe  ultimate  aim,  says  Conti,  is  a 
inframe  that  can  process  thousands 
queries  a  second  from  all  kinds  of 
nputers:  IBM,  DEC,  Apple  Computer, 
i  even  Sun  Microsystems  worksta- 
is.  That  should  keep  IBM's  main- 
,mes  at  the  center  of  its  best  custom- 
'  expanding  networks  no  matter  what 
ind  of  smaller  computer  they  buy. 
d  that  would  help  drive  the  demand 

mainframe  equipment,  with  its  65% 
!tax  margins.  The  synergies  of  con- 
;ting  desktop  and  midrange  comput- 

to  the  mainframe,  says 
rtin  C.  Clague,  Conti's 
iistant  general  manager 

marketing,  will  soon 
luse  an  inflection  point" 
mainframe  sales.  That's 
h  talk  for  turning  from 
lowing  growth  curve  to 
;  that's  re-accelerating. 
'ALRY.  But  how  soon? 
d  how  much?  Those  are 
I  $64  questions.  Gart- 
h's Cassell  says  demand 

mainframe  power  and 
rage  capacity  has  been 
)wing  annually  at  30% 
35%  in  recent  years.  It 
i  been  satisfied  largely 
upgrading  existing  ma- 
nes. But  by  1992,  he  es- 
lates,  grow^th  could  in- 
lase  to  40%  to  45%,  if 
ers  begin  connecting 
iir  other  computers  to 
inframes.  That  should 
se  IBM's  annual  growth 

mainframe  revenues 
im  a  projected  8%  this 
ir  to  10%  to  13%  a  year, 
ssell  reckons.  Says  Pru- 
che's  Martin,  using  a 
pular  measure  of  corn- 
ier performance:  "If  co- 
jrative  processing  works,  [use  of] 
linframe  MIPS  should  go  through  the 
)f." 

Independent  software  companies 
ght  then  give  a  growing  share  of  their 
ention  to  IBM  computers — and  less  to 
I's  rivals.  That  includes  DEC  plus  two 
3ups  of  companies,  one  led  by  AT&T 
d  the  other  by  IBM,  that  are  trying  to 
:ablish  a  set  of  open  software  inter- 
;es  centered  on  Unix,  an  operating 
5tem  that  has  been  adapted  to  virtual- 
all  brands  of  computers.  At  least, 
It's  what  IBM  anticipates. 
Still,  a  lot  could  go  wrong.  There's  the 
itter  of  delivering  all  the  new  soft- 
ire.  IBM's  first  round  of  SAA  programs. 


just  introduced,  will  contain  some  5  mil- 
lion lines  of  new  code,  the  company 
says.  The  370's  15  million-plus  lines  of 
core  programming  also  must  be  updat- 
ed. And  Wheeler's  staff  must  keep  a 
tight  rein  on  IBM's  dozens  of  software 
groups  to  ensure  that  they  adhere  strict- 
ly to  the  spirit  and  letter  of  SAA. 

Beyond  that,  there's  more  to  conquer- 
ing the  network  market  than  coming  up 
with  a  bigger  idea.  DEC,  having  missed 
out  on  the  seven-year-old  PC  boom,  has 
developed  software  to  connect  those 
small  machines  to  its  networks.  And  DEC 
has  been  beefing  up  its  VAX  minicomput- 
ers' power  to  handle  the  kinds  of  data 
base  transactions  such  networks  re- 
quire. DEC  even  boasts  that  it's  way 
ahead  of  SAA  on  one  score:  Its  network- 
ing software  already  interacts  equally 


CANNAVINOt  A  MAINFRAME  MAN  TAKES  CHARGE  OF  THE  PC  DIVISION 


well  with  IBM  PCs  and  dec's  own  VAX 
workstations,  Apple's  Macintoshes,  and 
the  bulk  of  Unix-based  computers. 

While  customers  wait  for  Saa,  more- 
over, PCs  will  make  further  inroads  into 
mainframe  territory.  A  new  $10,000  DEC 
workstation,  for  instance,  offers  the 
same  number-crunching  power  as  main- 
frames that  cost  50  times  more.  And  for 
many  purposes,  the  DEC  machine  is 
much  easier  to  program.  Such  price  and 
operating  differentials  are  beginning  to 
relegate  mainframes  by  and  large  to  the 
area  of  big,  central  applications.  Lock- 
heed Corp.,  for  instance,  recently  came 
out  with  a  workstation  version  of  its 
CADAM  mechanical  design  program, 


which  traditionally  ran  on  IBM  370s. 

Instead  of  keeping  pace  in  desktop 
computers,  moreover,  IBM  has  fallen  be- 
hind. Although  it  has  sold  more  than  3 
million  PS/2  personal  computers,  its  PC 
market  share  is  at  a  six-year  low  of 
12.5%',  the  result  of  competition  from  the 
likes  of  Compaq  Computer  Corp.  and 
Apple.  Meanwhile,  IBM's  workstation, 
the  three-year-old  RT-PC,  has  been  a 
highly  visible  failure,  though  an  im- 
proved version  is  due  out  in  the  fall. 

Those  are  the  types  of  problems  that 
were  supposed  to  be  solved  by  IBM's 
1988  reorganization  of  its  U.  S.  opera- 
tions Akers  trimmed  corporate  staff, 
thinned  middle  management,  and  made 
U.  S.  marketing  and  product  develop- 
ment report  to  a  single  executive,  Terry 
Lautenbach — all  to  make  the  lumbering 
giant  more  nimble  in  fast- 
changing  markets.  Akers 
says  decisions  are  now  be- 
ing made  lower  in  the  or- 
ganization and  therefore 
faster  than  before.  He 
adds:  "Some  of  the  fruits 
have  been  picked,  but  I 
feel  we  have  much  more  to 
do  in  quickening  the  pace" 
of  developing  new  prod- 
ucts. Wall  Street  thinks  he 
also  should  do  more  to  cut 
costs.  In  the  U.  S.,  IBM's 
sales  expenses  have  risen 
60%'  in  the  past  three 
years,  even  as  slow  de- 
mand has  caused  its  reve- 
nues to  decline  by  20%'. 
PACKAGES.  Partly,  the 
higher  costs  reflect  the 
huge  holding  action  IBM 
has  mounted  until  its  new 
mainframe  strategy  kicks 
in.  For  instance,  much  of 
IBM's  domestic  cost  prob- 
lem stems  from  what  U.  S. 
marketing  chief  George  H. 
Conrades  calls  the  compa- 
ny's campaign  to  win  the 
"hearts,  minds,  and  bud- 
gets" of  customers. 
That  started  two  years 


ago,  with  a  redeployment  of  thousands 
of  people  from  staff  jobs  to  the  field, 
where  they  aren't  yet  fully  productive. 
Once  just  a  seller  of  machines,  Conrades 
says,  IBM  now  wants  to  sell  "total  solu- 
tions." These  range  from  PC  packages, 
bundled  with  software  for  specific  jobs, 
to  corporate  "systems  integration"  con- 
tracts comprising  everything  from  plan- 
ning and  designing  an  entire  network,  to 
building,  maintaining,  and  even  running 
it.  The  change  in  attitude  shows  up  in 
the  new  compensation  structure  for  IBM 
salespeople.  In  the  past,  commissions 
were  calculated  according  to  an  arbi- 
trary points  system  that  mainly  encour- 
aged hardware  sales.  Now,  commissions 
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WHY  IBM  IS  CRAMPING 
ITS  BIGGEST  CUSTOMERS'  STYLE 


They  are  IBM's  biggest  customers, 
accounting  for  S16  billion  in  pur- 
chases of  its  mainframe  gear  last 
year.  They  are  the  300  or  so  indepen- 
dent U.  S.  computer  leasing  companies, 
and  they  have  a  problem:  As  IBM 
launches  its  aggressive  mainframe 
strateg}',  many  may  get  squashed. 

Big  buyers  or  not,  the  leasing  com- 
panies are  costing  IB.M  money.  The 
No.  1  computer  maker  likes  its  other 
customers  to  trade  up,  and  thus  nearly 
every  year  it  brings  out  new  main- 
frame processors.  The  problem  is  that 
customers  don't  al- 
ways need  the  extra 
power.  So  they  often 
turn  to  a  leasing  com- 
pany, where  they  can 
buy  an  older  IBM  pro- 
cessor for  as  little 
as  10%  of  what  IBM 
charges  for  its  latest 
machine. 

REBUILDING.  That's  not 
all.  The  leasing  compa- 
nies know  how  to  take 
apart  IBM's  main- 
frames and  rebuild 
them  as  new  ones. 
Some  large  IBM  mod- 
els use  up  to  six  pro- 
cessors. Packaged  to- 
gether, they're  cheap- 
er than  if  bought 
individually  from  IBM. 
So,  the  lessors  can 
buy  a  four-processor 
model,  split  it  into  a 
pair  of  two-processor 
models,  and  make  a 
buck  on  the  resale. 
"There's  a  built-in 
price  disparity,"  says 
Kenneth  N.  Pontikes, 
chairman  of  Comdisco  Inc.,  the  largest 
independent  computer  lessor. 

IBM  is  responding  by  trying  to  make 
it  expensive  for  outsiders  to  get  the 
special  software,  called  microcode, 
that's  needed  to  breathe  life  into  a  re- 
built mainframe.  IBM  used  to  charge 
only  once  for  the  microcode,  and  the 
lessor  could  copy  it  as  often  as  needed. 
But  it  now  insists  that  its  cop>Tight 
permits  it  to  charge  for  each  copy.  IBM 
has  set  its  license  fees  so  high,  leasing 
companies  complain,  that  their  profits 
have  been  wiped  out  on  certain  ma- 
chines. This  was  the  subject  of  an  anti- 


USSOR  KAZAN:  "IBM  MD  WHAT 


trust  suit  filed  against  IB.M  in  1985  by 
Allen-Myland  Inc.  in  Broomall,  Pa., 
which  reconfigures  IBM  computers.  IBM 
won  that  case  last  year. 

Now,  in  Federal  District  Court  in 
New  York,  AMI  is  seeking  relief  on 
grounds  that  microcode  pricing  \nolates 
the  consent  decree  that  IBM  signed  in 
1956  to  settle  a  U.  S.  government  anti- 
trust suit.  That  agreement,  still  in  ef- 
fect, calls  for  IBM  to  provide  spare 
parts  for  its  data  processing  machines 
on  a  nondiscriminator\-  basis.  IBM's  de- 
fense: Microcode  isn't  really  a  spare 
part  and  therefore  not 
covered  by  the  decree. 
It  has  filed  motions 
caUing  for  Judge  Da- 
vid N.  Edelstein.  who 
presided  over  a  U.  S. 
vs.  IBM  antitrust  case 
in  the  1970s,  to  be  re- 
moved from  the  latest 
case.  The  company 
says  he's  anti-IBM. 

Much  is  riding  on 
the  microcode  issue, 
especially  as  IBM  re- 
engineers  its  System/ 
370  mainframes.  Mar- 
ket watchers  such  as 
Brian  Jefl^rey  of  Inter- 
national Technology 
Group  in  Los  Altos, 
Calif.,  expect  IBM  com- 
puters to  use  more 
and  more  microcode. 
That's  one  way  to 
make  them  more  pow- 
erful— and  to  control 
the  value  of  hardware 
that  IBM  already  has 
sold. 

Not  every  leasing 
company  is  panicking. 


Says  Richard  Kazan,  chainnan  of  Capi- 
tal Associates  Inc.  of  Colorado  Springs, 
Colo.:  "IBM's  just  a  convenient  whip- 
ping boy.  IBM  did  what  IBM  should  do." 
A  weightlifter  by  avocation,  Kazan 
thinks  he  can  hold  his  own  against  Big 
Blue.  Besides,  he  and  Pontikes,  among 
others,  are  diversifying  into  non-IBM 
equipment.  They  can  get  you  a  XAX 
from  Digital  Equipment  Corp.  or  a 
workstation  from  Sun  Microsystems 
Inc.  So  far,  those  companies  aren't 
playing  the  microcode  game. 

By  John  W.  Verity  in  New  York,  with 
Lois  Therrien  in  Chicago 


are  set  according  to  total  sales, 
of  hardware,  software,  or  ser>/ices.  C 
rades  credits  the  new  plan  with  put^ 
"emphasis  on  the  customers  and  a 
mium  on  value-added  selling." 

To  help  stimulate  its  customers'  im 
nations  and  purchases.  IBM  also  has 
up  a  SlOO  million  "market  developm 
fund"  that  this  year,  Conrades  says, 
identify  some  15,000  new  ways  to 
computers.  At  New  York  City's  Hu 
Resources  Administration,  for  insta 
an  IBM  team  has  just  spent  six  we 
dissecting  and  analyzing  office  op 
tions  in  excruciating  detail.  The 
come:  no  immediate  sales,  but  lots 
goodwill  and  market  intelligence  t 
will  be  useful  there  and  in  other  cit 
Says  Kraft  General  Foods'  Harreld: 
the  past,  IBM  told  people  what  to  do 
how  to  do  it.  Now,  they  come  in  and  s 
'Tell  us  how  we  can  help  you.'  It 
much  calmer,  relaxed  style." 
TESTIMONIES.  To  back  up  the  big  mar 
ing  push,  IB.M  also  has  signed  up  legi 
of  small  software  and  hardware  com 
nies  to  fill  gaps  in  its  product  line.  Am 
treats  them  more  kindly.  In  the  past,  : 
instance,  IBM  might  let  such  compan 
sell  its  machines  with  their  customis 
software,  but  it  would  compete  agaii 
them  for  the  same  customers.  Now, 
has  stopped  that  and  instead  assi 
such  companies.  Financial  software  si 
plier  Walker  Interactive  Systems  in  £ 
Francisco  proposed  a  joint  series  of  sa 
seminars  across  the  countn,'  this  spri 
and  in  less  than  an  hour,  IB.M  agreed 
participate.  It  even  kicked  in  money  : 
the  road  tour  and  is  pa\ing  Walkei 
commission  on  sales  of  any  extra  ms 
frame  gear  that  its  software  may  stir 
late,  says  David  G.  Fisher,  Walke 
vice-president  for  marketing.  ■ 

IBM  will  need  every  one  of  these  allp 
as  it  executes  its  new  mainframe  strd 
gy.  They  are  key  players  in  the  holdu 
action.  And  by  their  frequent  testin 
nies  on  how  much  IB.M  has  changed  \ 
the  better  in  recent  years,  they  also  te 
to  prove  ib.m's  assertion — crucial  if  it 
to  sell  the  idea  of  mainframe-based  n 
works — that  it  knows  what  the  custon 
wants  and  can  deliver. 

Once  this  message  sinks  in,  may 
IBM  will  stop  hearing  the  old  joke  ab 
the  three  women  who  are  discussi 
their  husbands  over  a  cup  of  coffee.  0 
describes  her  man  as  just  perfect- 
professional  wrestler  who's  not  afraid 
play  rough.  The  second  says  her  hi 
band  is  a  poet — gentle  and  sensitive 
all  the  right  ways.  But  the  third  wom, 
is  just  plain  frustrated:  "My  husban( 
an  IBM  salesman,"  she  says,  "and  all 
ever  does  is  sit  at  the  end  of  the  bed  a 
tell  me  how  great  it's  going  to  be." 

By  John  W.  Verity  in  New  Yo 
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Turning  millions  of  pounds  of  ingredients 
into  hundreds  of  bakery  products 
abafcerS  worst  ni^itmare 
until  somebody  said, 
"Lets  reach  a  little  hitler" 
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Daniel  Shulgin 

Vice  President,  Operations 
Koush  Products  Commijv^Uic, 


VJ.  "Vinnie"  Noce 

Chairman  and  Chief  Executive 
Roush  Products  Company,  Inc. 


In  commercial  baking,  as  in  many  businesses,  precision  control  is 
the  recipe  for  success.  So  w^en  The  Roush  Products  Company  needed 
to  prepare  tons  of  premix  for  hundreds  of  bakeries  24  hours  a  day 
they  added  an  additional  ingredient— Allen-Bradley  the  industrial 
automation  people  of  Rockwell.  Here's  the  story  from  the  people  who  I 
made  it  h^pen.  |, 


Noce:  Baking  is  an  art,  not  a  science. 
But  the  complexities  of  commercial  bak- 
ing are  enonr  ous.  We  mill  and  blend 
thousands  of  tons  of  premix  annually. 
Our  problem  was  a  big  one — how  to 
get  cost  effectiveness  over  massive 
volume,  stay  competitive  in  the  nwket, 
and  still  turn  out  a  wide  variety  of 
quality  consistent  products  needed  by  our 
customers  around  the  world. 

Shulgin:  It  used  to  be  done  by 
a  guy  with  a  recipe  card  saying,  "Let^ 
see,  did  I  remember  to  put  this  or  that 
in,  or  not?" 

Noce:  We  knew  our  Hiture  growth 
depended  on  technology  that  first,  the 
common  individuid  could  understand; 
second,  that  wouldn't  require  a  great  deal 
of  input  on  his  part  and  fin^illy  that 
could  accommodate  all  the  changes  we 
have  to  make  on  a  daily  basis. 

Hurtte:  We  ciime  into  the  pkuit  four 
or  five  times  to  discuss  tlieir  automated 
batch  recipe  needs  before  we  made  our 
initial  proposal.  At  one  point  Dan  said  to 
me,  "We  don't  care  if  the  technology 
comes  from  a  science  fiction  movie,  if 


ifs  tlie  newest  and  best  on  the  market, 
that's  wliat  we  want" 

Shulgin:  We  needed  to  bring  to- 
gether control  and  information  so  we 
knew  we  WcUited  the  Allen-Bradley 
Advisor  System.  And  we  wanted  it  now, 
right  away  Start  up  time  is  usuaUy  two 
to  three  weeks.  We  tried  to  do  it  in 
a  weekend. 

Hurtte:  Tlie  key  word  is  "tried." 

Shulgin:  That's  right,  it  didn't  work. 
But  it  only  took  an  extra  couple  of  tkiys 
because  Allen-Bradley  and  its  local  dis- 
tributor practicjilly  lived  here  tlie  wiiole 
time,  helping  us  get  on  line.  And  lifter  we 
got  rolling,  ICCS,  tlie  systems  integrator, 
came  in  to  help  widi  tlie  prognuiiming. 
Now  wlien  we  need  a  p;irt  or  service,  we 
just  pick  up  tlie  phone. 

Rotzler:  InitiaOy  we  were  brought 
in  to  solve  one  p;irtiail;ir  problem.  That 
was  2V2  ye;irs  ago. 

Hurtte:  Since  then,  a  real  working 
relationship  has  grown  up  between 
Allen-Bradley  ICCS  and  the  people  here 
at  Roush  Products  Company 

Shulgin:  Since  tliat  first  automated 


batch  processing  system,  weVe  added  a 
second  that's  just  about  identical  and 
we're  looking  at  a  third  and  fourth  in 
die  near  lliture. 

Noce:  Well,  you  don't  grow  like  we 
have  if  you  caiil  take  advantage  of  die 
right  tecliiiology  and  that  means  work- 
ing with  die  right  people.  Everybody  and 
I  mean  everybody  who  comes  into  tliis 
plant  leaves  saying,  "My  goodness,  you 
feOows  are  ten  to  fifteen  years  aliead  of 
most  ever^tiody  else."  I'm  delighted  widi 
our  relationship  witli  Allen-Bradlev 
and  ICCS. 

Let  s  reach  a  little  higher. 
AOen-Bnidley  Is  a  leading  industri^il  autch 
mation  company  md  a  part  of  die 
Rockwell  International  woridwide  te^uii 
of  more  dian  100,000  people.  Working  to- 
gedier  and  widi  our  customers,  R(x;kwell 
people  are  using  science  iind  technology 
to  reach  a  little  higlier  in  aerospace, 
electronics,  automotive,  industiial 
automation  and  graphic  systems.  If 
you'd  like  to  know  more,  write; 
RockweU  International,  RO.  Box  39185, 
Dept.  815B-I3.  Los  Angeles,  CA  90039- 


Rockwell 
International 


...where  science  gets  down  to  business 
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JIM  WRIGHT  ISN'T  THE  ONLY  POL 

WITH  A  SUGAR  PAPPY  

The  Speaker's  travails  have  lawmakers  fretting  over  their  own  ties  to  wealthy  patrons 


Call  it  the  Wright  Legacy.  Whether 
or  not  House  Speaker  Jim  Wright 
(D-Tex.)  survives  the  furor  over  his 
financial  aff^airs — and  the  betting  is  he 
won't — he  will  leave  behind  a  vastly 
changed  political  landscape.  For  years, 
many  on  Capitol  Hill  have  benefited 
from  the  same  financial  buddy  system 
that  gave  rise  to  the  relationship  be- 
tween Wright  and  Fort  Worth  developer 
George  Mallick.  Now  that  the  Wright 
affair  has  put  the  spotlight  on  such  deal- 
ings, many  legislators  fear  that  their 
friendships  with  wealthy  pa- 
trons will  come  back  to  haunt 
them  in  their  next  campaigns. 

Ties  between  powerful  mem- 
bers and  their  financial  bene- 
factors are  especially  worri- 
some to  House  Democrats 
right  now.  Wright's  heir  appar 
ent,  Majority  Leader  Thomas  S. 
Foley  (D-Wash.),  has  a  long- 
standing relationship  with  a 
Boston  money  manager.  No 
one  has  raised  questions  about 
Foley's  investments,  which 
seem  to  comply  with  both  the 
letter  and  the  spirit  of  the  law. 


But  the  finances  of  the  No.  3  Democratic 
leader,  House  Majority  Whip  Tony  Coel- 
ho  (D-Calif.),  are  proving  to  be  embar- 
rassing. Coelho's  troubles  started  when 
a  California  friend,  savings  and  loan  ex- 
ecutive Thomas  Spiegel,  steered  him  into 
a  $100,000  junk-bond  investment — and 
lent  him  half  the  purchase  price. 
'INCREDIBLY  NASTY.'  In  their  own  ways, 
Wright,  Foley,  and  Coelho  have  all  been 
the  beneficiaries  of  a  buddy  system  that 
takes  many  forms.  Typically,  a  well- 
heeled  patron  manages  the  portfolio  of 


HOUSE  LEADERS  COELHO  AND  FOLEY  BOTH  HAVE  BENEFACTORS, 
BUT  ONLY  COELHO'S  LINK  HAS  PROVED  EMBARRASSING 


his  political  chum.  That  can  lead  to  so- 
cial investment  opportunities  not  avs- 
able  to  ordinary  Americans  and  to  # 
vors,  such  as  attractive  loans.  It's  n; 
unusual  for  members  and  benefactors  » 
put  each  other's  relatives  on  the  payrc. 
Lawmakers  and  their  patrons  swear  t! 
relationships  are  based  solely  on  frier 
ship.  But  to  skeptical  voters,  it  looks 's 
if  money  is  buying  access  and  influenc. 

That's  why  so  many  lawmakers  dre:l 
May  22,  the  day  their  1988  reports  li:' 
ing  sources  of  outside  income  will  i 
made  public.  Already,  researc* 
ers  for  both  the  Republican  ail 
Democratic  campaign  comm» 
tees  are  lining  up  for  wh: 
they're  sure  will  be  a  fresh  su- 
ply  of  dirt.  "The  next  congn- 
sional  election  is  going  to  ; 
incredibly  nasty,"  predicts  Ne- 
man J.  Ornstein  of  the  Ame.- 
can  Enterprise  Institute.  Sas 
Representative  Tommy  F.  Rci 
inson  (D-Ark.):  "A  lot  of  ccl 
gressmen  are  very  nervous. "f' 
Robinson  says  he's  "dottiiif 
all  the  i's  and  crossing  the  t" 
as  he  prepares  his  disclosui 
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itement.  Small  wonder:  In  the  wake  of 
3  Wright-Mallick  affair,  Robinson's  fi- 
ncial  dealings  with  Arkansas  oilman 
rry  Jones,  the  new  owner  of  the  Dal- 
;  Cowboys,  have  become  big  news  in 
;tle  Rock. 

Jones  and  Robinson  grew  up  together 
"Dog  Town,"  the  wrong  side  of  the 
icks  in  Little  Rock.  They  are  like 
others.  "Loyalty  means  something  to 
,"  says  Robinson.  "I'd  defend  him  to 
3  end  of  the  world,  and  he'd  do  the 
me  for  me."  When  Robinson  was 
iefly  without  a  job  between  his  1984 
;etion  to  Congress  and  his  move  to 
ashington,  Jones  paid  his  friend  $7,500 
manage  an  Arkansas  hunting  club. 
)NEY  TALKS.  Jones  and  his  family 
imbers  have  given  Robinson  some 
4,000  in  campaign  contributions  in  liis 
ree  races  for  Congress.  And  House 
cords  show  Jones  has  lent  his  friend 
tween  $100,000  and  $250,000,  which 
)binson  says  he  is  paying  back  in  in- 
allments.  The  two 
;o  are  partners  in  a 
fOO-acre  farm  that 
ows  rice,  soybeans, 
d  wheat  in  Monroe 
lunty.  Ark. 

The  connection  does 
t  end  there.  Robin- 
n  has  employed  two 
Jones's  children, 
id  Robinson  recently 
med  his  benefactor's 
-year-old  daughter, 
larlotte,  as  his  top 
11  aide,  at  a  salary  of 
[),000  a  year.  Char- 
te  Jones,  who  ma- 
■ed  in  biology  at  Stan- 
rd  University,  says 
e  is  well-suited  for 
5  job  because  of  the 
ndid  and  trusting  re- 
ionship  she  has  with 
•binson.  Is  her  boss 
mbled  by  the  appear- 
ce  of  favoritism?  Not 
illy.  "If  I  don't  do 
lat  she  says,"  jokes 
ibinson,  "maybe  she'll 
e  me." 

The  bond  between 
)binson  and  Jerry 
nes  is  typical  of  ar- 
ngements  that  have 
en  a  fact  of  Washing- 
1  life  for  as  long  as 
ire  has  been  a  Con- 
ess.  Unlike  a  lobbyist 

a  campaign  contribu- 
*,  the  political  angel 
ually  has  a  personal 
ther  than  a  business 
k  to  a  politician.  He 
ows  his  pal  isn't  earn- 
?  nearly  as  much  as 

could  in  the  private 


sector,  and  he  knows  ways  to  remedy 
that.  Although  it's  impossible  to  say  pre- 
cisely how  many  such  arrangements  ex- 
ist throughout  the  government,  they  are 
"quite  common,"  says  Amitai  Etzioni, 
the  director  of  the  Center  for  Policy  Re- 
search at  George  Washington  Universi- 
ty. "You  don't  have  to  look  any  farther 
than  Ronald  Reagan,"  whose  tight  circle 
of  California  millionaires  helped  to  make 
him  financially  independent. 

In  Congress,  not  everyone  enjoys  out- 
side help.  Some  have  independent 
means,  and  some  never  get  offers.  The 
few  members  who  refuse  on  principle 
to  get  involved  with  would-be  benefac- 
tors are  regarded  by  their  colleagues  as 
mavericks.  One  was  Senator  William 
Proxmire  (D-Wis.),  a  good-government 
purist  who  was  notorious  prior  to  his 
retirement  for  eschewing  campaign  con- 
tributions from  special  interests  and 
avoiding  any  deals  that  even  hinted  of  a 
conflict. 


ARKANSAS'  ROBINSON  AND  OILMAN  JONES  HAVE  TRADED  FAVORS  FOR  YEARS 


But  Proxmire  was  the  exception.  The 
escalating  cost  of  modern  politics  drives 
most  members  into  a  frenzied  search  for 
outside  income.  A  favorite  f6rm  is 
speaking  fees  collected  from  interest 
groups.  Many  members  find  it  hard  to 
live  on  an  $89,500  salary,  plus  the  maxi- 
mum allowable  honorarium  of  $27,000  a 
year  for  House  members  and  $36,000  for 
senators.  And  most  House  members  are 
too  obscure  to  earn  anything  more  than 
pocket  money  from  honoraria. 

A  pal  who  offers  to  help  make  ends 
meet  can  be  hard  to  refuse.  Says  one 
former  congressman:  "You  just  sort  of 
drift  into  it.  If  you  need  some  help  and 
you  let  your  friends  know,  you  get  help. 
There  wouldn't  be  any  quid  pro  quo." 

Spiegel,  the  head  of  Columbia  Savings 
&  Loan  Assn.  in  Beverly  Hills,  Calif., 
insists  there  was  nothing  wrong  with  his 
dealings  with  House  Majority  Whip 
Coelho.  The  congressman  received  a 
$50,000  loan  from  Columbia  to  buy  junk 
bonds  but  failed  to  list 
the  loan  on  his  1986  fi- 
nancial disclosure  re- 
port. "There  is  nothing 
inappropriate  about  the 
transaction  between 
Congressman  Coelho 
and  me,"  Spiegel  says. 
Coelho  told  The  Wash- 
ington Post  that  he 
didn't  list  the  loan  be- 
cause of  an  oversight 
by  his  accountant.  He 
did  not  respond  to  inqui- 
ries from  BUSINESS 
WEEK. 

Majority  Leader  Fo- 
ley enjoys  a  reputation 
as  a  paragon  of  virtue 
in  the  House.  Yet  he, 
too,  has  benefited  from 
the  buddy  system,  even 
in  its  most  innocent 
form.  He  has  a  close  fi- 
nancial relationship 
with  Peter  de  Roetth,  a 
principal  in  Boston- 
based  Account  Manage- 
ment Corp.  Foley,  the 
son  of  a  judge,  and  de 
Roetth,  the  son  of  a 
doctor,  were  chums  in  a 
comfortable  Spokane 
(Wash.)  neighborhood. 
They  spent  after-school 
hours  listening  to  classi- 
cal music  and  reading 
the  orations  of  famous 
British  parliamentari- 
ans. "We  were  the  best 
of  friends,"  says  de 
Roetth. 

After  high  school, 
they  went  their  sepa- 
rate ways — Foley  to  the 
University  of  Washing- 
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lew,  and  D,g,tal  has  ,t  now  are  trademarks  of  Digital  Equipment  Corpor; 


ratioa 


'  Aristech  wanted 
the  best  business 

information 
systems  possible. 
After  considering 
the  alternatives, 
we  chose  Digital." 


"Few  Fortune  500  companies  have 
the  opportunity  to  design  their  informa- 
tion systems  from  scratch.  But  when 
Aristech  spun  off  from  its  former  parent 
company  becoming  a  major  independent 
chemical  corporation,  that's  exactly  what 
we  did. 

"Our  focus  was  on  what  was  best  for 
the  company  in  the  long  rua  Digital's 
flexible  architecture  will  let  us  grow 
without  making  system  overhauls  every 
few  years,  protecting  our  investment. 
And  we'll  be  able  to  share  and  integrate 
information  easily  at  all  levels— from  the 
plant  floor  to  the  desktops  of  upper 
management. 

"Digital  helped  get  our  finance  and 
accounting  systems  operating  in  only 
eight  months,  and  reduce  our  corporate 
overhead  and  data  processing  costs. 
Digital  systems  also  help  manage  plant 
operations.  Integrating  business  and 
operational  systems  will  provide  us  with 
better  information  so  we  can  use 
resources  more  efficiently.  And  gain 
a  competitive  advantage." 

The  rewards  of  working  together. 

Digital's  communications  and  flexible 
architecture  help  position  businesses 
for  long-term  growth. 

Today,  with  computer  systems  that 
let  you  easily  share  information 
company -wide.  Digital  gives  you  an 
elegantly  simple  way  for  your  people 
to  work  together  more  productively, 
more  creatively,  more  efficiently,  more 
competitively 

To  learn  more,  write  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190.  Or 
call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before  J^j^^^^ 

has 

It 

now 
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ton,  to  law  school,  and  into  politics; 
de  Roetth  to  Princeton  University,  to 
law  school,  and  into  finance.  Some  20 
years  ago,  Foley,  then  a  junior  House 
member,  asked  his  friend  to  handle  his 
investments. 

SPECIAL  TREATMENT.  Since  1968,  de 
Roetth  has  parlayed  Foley's  initial  stake 
of  $2,000  into  a  nest  egg  of  almost 
$60,000,  largely  through  well-timed 
trades  in  newly  issued  stock.  De  Roetth 
normally  charges  clients  17"  of  assets 
each  year  but  says  that  he  charges  Fo- 
ley a  "nominal"  fee,  which  he  declines  to 
specify.  More  important,  de  Roetth  pro- 
vides his  friend  with  sophisticated  finan- 
cial management  that  small  investors 
normally  couldn't  get. 

De  Roetth's  efforts  have  provided  the 
majority  leader  with  some  quick  profits. 
For  example,  in  January,  1987,  Foley 
bought  200  shares  in  the  initial  public 
offering  of  Home  Shopping  Network 
Inc.  for  $8,346.  Less  than  two  weeks 
later,  de  Roetth  sold  the  shares  for 
$14,531.  Not  all  of  de  Roetth's  trades 
turn  out  well:  In  1987,  Foley  lost  $11,253 
on  Carnival  Cruise  Lines  Inc.  But  for  all 
of  1987,  he  made  $11,000  on  some  40 
transactions  handled  by  de  Roetth.  "Pe- 
ter and  I  are  old  friends,"  says  Foley. 


"He  has  helped  me  with  his  counsel  and 
advice.  I'm  deeply  appreciative." 

What's  in  it  for  de  Roetth  beyond 
friendship?  The  money  manager  can  tell 
clients  that  the  majority  leader  is  his 
close  friend.  His  son  has  worked  as  an 
intern  in  Foley's  office.  But  de  Roetth, 
who  describes  himself  as  a  conservative 
Republican,  says  he  expects  no  favors. 
"Our  relationship  is  so  benign  as  to  be 


The  escalating  cost  of 
modern  politics  drives  most 
members  into  a  frenzied 
search  for  outside  income 


ineffective,"  he  says.  "I  just  think  a  guy 
like  Foley  deserves  to  be  supported." 

But  even  innocent  arrangements  can 
become  dangerous  if  the  lawmaker  be- 
gins sponsoring  legislation  that  helps  his 
benefactor.  Take  the  case  of  House 
Ways  &  Means  Committee  Chairman 
Dan  Rostenkowski  (D-Ill.)  and  money 
manager  Daniel  J.  Shannon.  The  presi- 
dent of  Penmark  Investments  Inc., 


Shannon  is  the  quintessential  Chicago  i-. 
sider.  His  father,  Peter,  was  the  be 
Mayor  Richard  J.  Daley's  accountst 
and  confidant.  The  younger  Shanrii 
mingled  with  the  city's  powerful  ps 
and  befriended  Rostenkowski. 

The  pair  made  several  investments  ^• 
gether.  In  1980,  just  before  he  becate 
Ways  &  Means  chairman,  Rostenkow|| 
asked  Shannon  to  manage  his  bll' 
trust.  Shannon  also  steered  $250,000 1 
Rostenkowski's  campaign  war  chest  ip 
high-yield  industrial  development  bont 
Those  bonds  have  returned  more  tl|i-! 
$100,000  in  tax-free  interest  since  theiji- 
money  that  Rostenkowski  can  converts 
his  personal  use  when  he  retires.  ' 

Three  years  ago.  Shannon  and  Rostj 
kowski  severed  their  business  relati' 
ship  under  fire.  The  cause  was  a  sp; 
of  news  stories  about  Presiden 
Towers,  a  residential  high-rise  in  ChiK 
go's  Loop.  Shannon  was  general  partijr 
in  the  project,  and  Rostenkowski  hel^S ; 
win  approval  of  a  provision  that  gi^i 
the  project  a  tax  break.  When  the  mcle ' 
raised  questions.  Shannon  stepped  asii. 
Rostenkowski  declined  to  comment  a 
the  episode.  Shannon  says:  "People 
that  maybe  my  independence  wasn't  si 
ficient  enough.  I  didn't  want  adve 


Dlicity  to  hurt  the 
.irman." 

Spoken  like  a  true 
lef actor.  Real  pals, 
st  pols  instinctively 
)W,  will  take  the  heat 
a  cozy  business  ar- 
igement  gets  caught 
;he  glare  of  publicity, 
t  that  doesn't  always 
an  the  politician  es- 
les  unscathed.  Con- 
sr  the  case  of  Okla- 
Tia  City  executive 
ward  L.  Gaylord.  The 
)lisher  of  the  Daily 
lahoman,  Gaylord 
i  Senator  William 
mstrong  (R-Colo.),  a 
se  friend,  both  got 
lised  in  a  controversy 
ee  years  ago.  Arm- 
ong,  a  member  of  the 
lance  Committee,  added  language  to 
1 1986  Tax  Reform  Act  to  benefit  Gay- 
d  and  a  small  group  of  fellow  inves- 
s  in  a  coal-mining  venture.  At  the 
le,  Armstrong  vvas  receiving  more 
in  $100,000  a  year  in  payments  from 
I  publisher's  purchase  of  the  now-de- 
ict  Colorado  Springs  Sun  from  the 
mstrong  family.  The  provision  was  re- 
lied after  a  furor  in  Colorado.  Arm- 


strong told  the  Rocky  Mountain  News 
he  did  not  stand  to  gain  personally  from 
the  tax  break.  Neither  Gaylord  nor  Arm- 
strong would  discuss  the  episode  with 
BUSINESS  WEEK. 

GRAIN  GAIN.  Another  benefactor  relation- 
ship that  has  attracted  controversy  is 
one  between  Senate  Minority  Leader 
Bob  Dole  (R-Kan.)  and  Dwayne  0.  An- 
dreas, chairman  of  Archer  Daniels  Mid- 


land Co.,  the  giant 
grain  processor.  Since 
1972,  Dole  has  received 
more  than  $60,000  in 
contributions  from  An- 
dreas, members  of  his 
family,  and  ADM.  He  in- 
vited Andreas  on  a  con- 
gressional trip  to  Mos- 
cow. The  senator's  wife, 
Labor  Secretary  Eliza- 
beth H.  Dole,  then  a 
White  House  aide,  pur- 
chased an  apartment  in 
posh  Bal  Harbour,  Fla., 
from  the  Sea  View  Ho- 
tel. Andreas  is  chair- 
man of  the  hotel's 
board  of  directors  and 
has  a  major  financial  in- 
terest in  it.  A  New 
York  Times  investiga- 
tion in  1987  concluded 
that  the  $150,000  purchase  price  was  be- 
low the  market  rate,  although  a  spokes- 
man for  the  Doles  strongly  disputes  this. 

Senator  Dole  has  also  come  under  at- 
tack for  his  promotion  of  tax  breaks  for 
gasohol.  Kansas'  role  as  a  leading  grain 
producer  gives  Dole  a  natural  interest  in 
gasohol,  but  ADM  is  by  far  the  nation's 
largest  maker  of  fuel  alcohol.  Dole 
scoffs  at  any  suggestion  of  favorit- 
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ism.  "Bob  Dole  doesn't  have  benefac- 
tors," says  Walt  Riker,  his  press  secre- 
tary. Asked  a  few  years  back  about  his 
relations  with  the  Doles,  Andreas  said: 
"I've  never  talked  [to  Dole]  about  any 
political  matter.  Why  would  I?  He 
doesn't  need  me.  He's  a  friend.  You're 
allowed  to  have  friends  in  this  business 
without  doing  anything  wrong." 
WRIGHT'S  WRONGS.  That's  precisely  the 
defense  that  Jim  Wright  will  use  when 
he  goes  before  the  House  Ethics  Com- 
mittee on  charges  that  he  and  his  wife, 
Betty,  accepted  an  undisclosed  $145,000 
from  Mallick  in  the  form  of  a  car,  hous- 
ing, and  a  job  for  her.  The  committee 
says  Mallick  had  an  interest  in  legisla- 
tion because  he  owed  money  to  a  trou- 
bled savings  and  loan  while  Wright  was 
involved  in  seeking  a  legislative  solution 
to  the  S&L  crisis.  The  Wrights  say  that 
the  supposed  gifts  were  legitimate  busi- 
ness arrangements  with  an  old  friend. 

"There's  something  very  wrong  here," 
Mallick  told  BUSINESS  week.  "This  isn't 
some  Washington  relationship.  Isn't 
there  any  value  in  a  personal  friendship? 
Does  it  have  to  be  self-interest?  The  way 
[committee  Special  Counsel  Richard  A.] 
Phelan  is  interpreting  the  rules,  nobody 
in  Congress  can  have  friends,  nobody 
can  invest  money,  and  a  wife  must  be 
extremely  careful  where  she  works." 

Michael  Josephson,  head  of  the  Jo- 
sephson  Institute  for  the  Advancement 
of  Ethics,  a  nonprofit  research  organiza- 
tion in  Marina  del  Rey,  Calif.,  says  that 
legislators  will  have  to  live  up  to  ever- 
tougher  standards  after  Wright.  "You 
have  to  ask,  'Should  politicians  really 
have  fairy  godfathers?'  Let's  face  it.  If 
not  for  their  power,  they  wouldn't." 

The  Wright  affair  has  led  both  the 
House  and  Senate  to  establish  task 
forces  to  reexamine  ethics  rules,  which 
everyone  agrees  leave  vast  gray  areas 
about  what  is  and  what  is  not  permissi- 
ble. More  complete  disclosure  and 
tighter  limits  on  outside  income  are  like- 
ly to  receive  close  attention.  But  in  the 
end,  no  set  of  rules  can  cover  every  pos- 
sibility. The  ultimate  test  is  what  voters 
think  of  their  public  servants.  "A  proper 
benefactor  relationship  will  survive  criti- 
cal examination,"  says  Josephson.  "The 
Mallick-Wright  relationship  doesn't.  My 
advice  is  to  always  look  at  it  as  a  cynical 
outsider.  There  are  some  deals  that  may 
be  legal  but  just  look  bad." 

Perhaps  House  Speaker  Sam  Rayburn 
put  it  best  50  years  ago:  "The  ethics  of  a 
member  of  Congress  should  be  judged 
not  by  his  peers  [but]  by  the  voters  at 
election  time."  That's  precisely  why  so 
many  of  Jim  Wright's  colleagues  are 
looking  over  their  shoulders  right  now. 

By  Douglas  Harbrecht,  with  Paula 
Dwyer  and  Richard  Fly  in  Washingtmi, 
Brian  Bremner  in  Chicago,  and  Romild 
Grover  in  Los  Angeles 
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A  higher  savings  rate  is  key  to  curing  America's  fiscal  woes 


Once,  thrift  was  a  solid  American 
virtue.  People  spent  frugally, 
built  up  their  nest  eggs,  and 
planned  for  tomorrow.  But  in  the  1980s, 
thrift  became  almost  quaint,  practiced 
only  intermittently  by  the  citizenry  and 
not  at  all  by  the  government.  Last  year, 
net  public  and  private  savings  accounted 
for  less  than  3%  of  gross  national  prod- 
uct, down  from  around  8%  in  the  1950s 
and  1960s.  The  recent  jump  in  the  per- 
sonal-savings rate  will  push  national  sav- 
ings above  3%  of  GNP  this  year.  But  the 
American  people  will  have  to  start  stash- 
ing a  lot  more  cash  to  restore  the  overall 
savings  rate  to  the  level  that  pre- 
vailed 25  years  ago. 

Most  economists  argue  that  na- 
tional savings  must  rise — and  rise 
substantially.  For  the  past  couple 
of  years,  the  constant  refrain  has 
been  that  America  is  living  beyond 
its  means.  Mounting  foreign  debt 
and  a  yawning  trade  gap  were  just 
the  most  immediate  symptoms 
of  this  profligacy.  Now,  the 
longer-run  effects  are  begin-  v 
ning  to  make  themselves  felt: 
Investment  is  slipping,  living  stan- 
dards are  eroding,  and,  for  the  for- 
eigners who  have  made  up  part  of 
our  savings  shortfall  by  investing 
here,  returns  are  rising.  While  a 
few  economists  are  untroubled  by 
these  consequences  of  undersaving, 
most  are  worried.  "Saving  is  the 
wellspring  of  future  economic 
growth,"  says  James  Poterba,  a  Massa- 
chusetts Institute  of  Technology  econo- 
mist. "There's  a  strong  positive  correla- 
tion between  savings  and  growth." 
ECONOMIC  PRECEPT.  That's  because  the 
economics  texts  teach  that  without  sav- 
ing there  can't  be  investment.  And  with- 
out investment  in  technology,  research 
and  development,  and  the  like,  there 
can't  be  productivity  gains  and  growth. 
In  an  open  world  economy,  it's  true  that 
if  some  save  more  than  others,  capital 
may  flow  across  borders  for  investment. 
But  the  inflow  of  Japanese  and  other 
foreign  capital  in  recent  years  has  not 
fully  made  up  for  the  shortfall  in  U.  S. 
savings,  so  U.  S.  net  investment  fell  over 
the  past  three  decades  from  more  than 


7%  of  GNP  to  about  5%  of  GNP.  FurtI 
more,  that  inflow  isn't  guaranteed, 
there  is  one  precept  most  economi 
swear  by,  it  is  that  America  must  si 
more  in  order  to  invest  more. 

But  how  much  should  we  save?  A 
what  is  the  best  way  to  save  more? 

There  is  no  optimum  level  of  savin 
and  economists  are  loath  to  recomm^ 
one.  They  don't  even  agree  on  how 
measure  savings.  Some  want  to  inci 
consumer  durables,  while  others  want 
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make  allowances  for  appreciating  vali 
of  assets  such  as  homes  and  investm( 
portfolios.  But  no  matter  what  yardstk 
is  used,  the  clear  trend  in  national  sw- 
ings in  this  country  has  been  dovi 
Here  are  the  key  reasons  why  it  1$ 
eroded,  and  what  can  and  can't  be  dee 
to  reverse  the  trend: 
■  The  budget  deficit.  First  and  foremit 
in  the  minds  of  most  economists  is  i» 
role  the  federal  government  has  plajj! 
in  robbing  capital  from  the  private  sJ- 
tor.  National  savings  consists  of  tto 
things:  what  the  government  saves,  ir 
its  budgetary  surplus,  and  what  the  ji- 
vate  sector  stashes.  For  many  yeaJ, 
and  to  a  marked  degree  in  the  198;i, 
government  saving  has  actually  amouc- 
ed  to  "dissaving,"  since  the  federal  g'- 
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ment  is  spending  more  than  it  takes 
thereby  putting  the  budget  in  deficit. 
Cutting  the  budget  deficit  from  its 
■rent  level  of  $163  billion,  which 
cunts  to  more  than  3%  of  GNP,  would 
a  long  way  toward  restoring  national 
ings  to  its  postwar  high.  "The  easiest 
y  to  raise  the  savings  rate  is  to  cut 
deficit,"  says  David  Wyss,  an  econo- 
it  at  DRi/McGraw-Hill.  Of  course,  if 
rate  saving  were  high  enough,  it 
lid  offset  government  dissaving:  Ja- 
1  runs  a  small  budget  deficit,  and  is  a 
.  exporter  of  capital  because  of  high 
els  of  private  saving. 
Changing  demographics.  Private  sav- 
s  consists  of  personal  savings,  busi- 
>s  savings  (retained  earnings),  and 
te  and  local  pension  surpluses.  The 
Ler  two  have  been  stable  to  slightly 
onger  in  the  1980s,  so  it's  the  income 
,t  individuals  stash,  not  spend,  that 
;  fallen,  dragging  private  savings 
vn  in  the  1980s.  Demographic  forces 
y  be  partly  responsible, 
f  you  believe,  as  many  economists  do, 
,t  people's  spending  and  saving  are 


It  now  appears  that  IRAs 
may  have  been 
a  pretty  good  way 
to  increase  saving  after  all 


■  Tax  policy.  Both  spending  and  saving 
decisions  are  aflfected  by  tax  policy — 
that  is,  by  whether  the  tax  code  provides 
inducements  to  borrow  (and  hence 
spend),  and  whether  it  offers  incentives 
to  save.  In  the  U.  S.,  spending  is  fa- 
vored. Tax  cuts,  such  as  those  enacted  in 
1981,  feed  into  consumption  and  help  to 
goose  the  economy.  And  long-standing 
features  of  the  code,  such  as  the  tax- 
deductibility  of  consumer  and  mortgage 
interest,  encourage  more  consumption  at 
the  expense  of  saving.  "In  other  coun- 
tries, you  have  to  save  more  before  you 
can  spend,"  says  DRi's  Wyss.  Even  the 
elimination  of  consumer-interest  deduc- 
tions isn't  expected  to  change  spending 
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«rmined  by  age  and  income,  then  this 
!-cycle  analysis  explains  some  of  the 
angs  slowdown:  In  the  1980s,  baby 
)mers  were  entering  a  heavy  con- 
Tiption  period,  as  they  bought  homes 
i  started  families.  But  in  the  1990s, 
en  this  segment  of  the  population 
rts  entering  middle  age,  earns  more, 
i  has  fewer  expensive  outlays,  sav- 
;S  should  soar.  Economist  Edward 
rdeni  at  Prudential-Bache  Securities 
:.  believes  the  personal  savings  rate 
lid  top  10%  by  1993.  A  small  rebound 
.y  already  have  begun.  Personal  sav- 
;s  jumped  to  5.7%  in  the  first  quarter, 
from  4.2%  in  1988  and  3.2%  in  1987. 
t  economists  believe  technical  factors, 
:h  as  a  jump  in  farm  income,  helped 
3st  the  rate. 


patterns  much:  Many  borrowers  can 
make  up  the  difference  with  larger 
mortgages  or  home  equity  loans. 

Tax  incentives  can  also  induce  extra 
saving,  economists  believe.  It  now  ap- 
pears that  tax-deferred  savings  ac- 
counts, known  as  individual  retirement 
accounts,  or  IRAs,  may  have  been  too 
hastily  criticized  as  a  poor  vehicle  to  in- 
crease saving.  Some  economists  now  be- 
lieve IRAS  did  spur  new  saving  in  the 
1980s.  And  most  contend  that  such  ex- 
periments must  be  tried  for  several 
years  to  take  hold.  Some  economists  fret 
that  consumer  behavior  is  not  easily 
modified,  and  that  years  of  strong 
spending  will  not  easily  give  way  to  a 
newfound  gospel  of  thrift. 

Still,  Canada  demonstrated  how  effec- 


tive savings  incentives  can  be  after  reg- 
ulations governing  retirement  accounts 
were  liberalized  in  the  1970s,  allowing 
much  higher  contributions.  The  personal 
savings  rate  there  climbed  about  four 
percentage  points  over  about  15  years, 
and  around  half  that  gain  in  savings  was 
directly  attributable  to  incentives,  says 
Chris  Carroll,  a  graduate  student  at  MIT. 
Heavy  promotion  of  the  retirement  ac- 
counts may  also  have  helped  create  a 
new  prosaving  atmosphere,  say  Carroll 
and  Lawrence  H.  Summers  of  Harvard 
University  in  a  study  of  how  U.  S.  and 
Canadian  savings  rates  diverge. 
■  Vive  la  difference.  By  some  measures, 
the  Japanese  save  at  twice  the  rate 
Americans  do,  and  the  Italians  at  three 
times  the  rate.  There  are  good  reasons, 
however,  why  others  save  more.  In  Ita- 
ly, for  example,  where  people  squirrel 
away  more  than  20%  of  their  income, 
those  savings  finance  huge  budget  defi- 
cits. The  government  ensures  that  it  is 
able  to  siphon  off  the  public's  cash  by 
paying  high  rates  on  its  debt  instru- 
ments. Furthermore,  unreported  income 
in  Italy  may  show  up  in  higher  savings. 
In  much  of  Europe  the  credit  markets 
aren't  as  highly  developed  as  in  the 
U.  S.,  which  forces  people  to  save 
more  before  they  can  spend.  In  Ja- 
pan, government  and  corporate 
pensions  are  not  as  comprehensive 
or  generous  as  in  the  U.  S.,  so  pre- 
cautionary saving  is  higher.  And 
Japanese  home  buyers  must  fork 
over  about  50%  of  the  purchase 
price  of  a  home  as  a  downpayment, 
so  they  save  assiduously. 

D Indeed,  some  of  these  cross- 
border  differences  suggest  that 
U.  S.  savings  will  continue  to 
be  lower  than  those  in  other  indus- 
trialized nations.  "The  insurance 
environment  has  changed,"  over 
the  past  couple  of  decades,  says 
Laurence  J.  Kotlikoff,  a  Boston 
University  economist  and  author  of 
What  Determines  Savings?  Social 
Security,  health  benefits,  and  annu- 
ity insurance  reduced  uncertainty 
about  the  future,  so  people  cut  back 
sharply  on  precautionary  saving,  he 
says.  'That  may  account  for  as  much  as  a 
quarter  of  the  decline  in  the  savings  rate 
in  the  1980s,  and  it  could  represent  a 
permanent  shift. 

But  that  still  leaves  much  of  the  de- 
cline in  saving  as  potentially  reversible. 
The  shortfall  in  national  savings  isn't 
likely  to  right  itself  without  some  help, 
and  for  now,  most  of  the  help  is  coming 
in  the  form  of  foreign  capital.  That  may 
be  a  temporary  solution,  but  not  a  satis- 
fying or  lasting  one.  Domestic  savings 
must  rise  to  finance  new  investment.  If 
not,  those  who  live  for  the  present  may 
find  that  the  future  holds  less  to  enjoy. 

By  Karen  Pennar  in  New  York 
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Our  glasses  are  designed  to  bring  out 
the  best  In  a  beverage.  "Excelsior, " 
our  prize-winning  stemware  series,  is 
a  good  example. 


Nature  has  ingeniously  created  the 
shapes  and  colors  ol  flowers  to 
appeal  to  the  taste  ol  "guests" 
needed  to  preserve  the  species. 


ureal  aesign  aoes 


pen  by  chance. 


Nature  has  brought  forth  over 
200,000  varieties  of  flowers.  At  first 
glance,  the  opulent  diversity  of  their 
shapes  and  colors  appears 
haphazard.  But  if  you  take  a  closer 
look,  you'll  discover  that  not  a  single 
detail  has  been  left  to  chance. 
Blossoms  designed  to  attract  bees 
have  a  shape  different  from  those 
which  appeal  to  butterflies'  tastes. 

 Like  nature's  flowers,  our 

glassware  is  carefully  styled  to  bring 
out  the  best  in  a  beverage.  Sipped 
from  differently  shaped  wine 
glasses,  the  same  wine  will  have  a 
different  taste.  And  what  would 
happen  to  the  exquisite  taste  of  a 
fine  cognac  if  it  were  served  in  a 
clunky  beer  mug? 

 Our    customers'  personal 

tastes  in  style  are  as  important  as 
the  design  of  our  glassware.  You 
may  appreciate  the  simple,  classical 
shape.  Or  prefer  the  festive  sparkle 
that  polished  lead  crystal  lends  to  an 
elegantly  set  table.  Or  perhaps  you 
enjoy  finely  cut  lead  crystal.  Our  line 
of  crystal,  featuring  over  7,000 
designs  is  so  varied  that  it  is  certain 
to  please  the  most  discriminating 
taste.  Glassware  from  Schott 
Zwiesel  has  won  many  awards  for 
excellence  in  design, 

 Good  design  is  just  one 

example  of  Schott's  achievements 
in  R  &  D.  Whether  in  the  home  or  in 
the  laboratory,  special  glass  from 
Schott  harmoniously  combines 
appealing  design  and  function. 

 Meet    Schott  worldwide: 

50,000  products,  40  production 
facilities,  represented  in  over  100 
countries,  with  $  1  billion  in  sales. 
 Schott  in  the  USA:  8  com- 
panies employing  more  than  1,200 
people. 

 Wantto  know  more  about  our 

special  glass?  Write  to:  Schott 
Corporation,  Dept.  B8,  3  Odell 
Plaza,  Yonkers,  NY  10701. 

a  SCHOTT 

Nobody  knows  more  about  glass. 
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MARKETS  &  INVESTMENTS! 


A  SOFT  LANDING  WILL  SEND 
THE  MARKET  SOARING 


As  evidence  of  a  cooling  economy  rolls  in,  investors  scoop  up  stocks 


Those  who  still  bear  the  slings  and 
arrows  of  outrageous  October, 
1987,  may  not  have  noticed  it.  But 
the  stock  market  has  pulled  itself  to 
within  shooting  distance  of  its  all-time 
high.  The  big  question:  Can  the  rally 
last?  Despite  widespread  investor  skepti- 
cism, the  answer  is  yes — if  the  economy 
can  slow  without  crashing  into  reces- 
sion. That's  a  deft  maneuver  called  a 
"soft  landing,"  and  it's  what  Wall  Street 
wants  to  see. 

"A  soft  landing  has  stunning  implica- 
tions for  the  stock  market,"  says  Ste- 
phen Leeb,  editor  of  Indicator  Digest. 
"You'll  see  numbers  far  higher  than 
anyone  else  has  forecast."  If  inflation 
drops  to  the  2'~c-to-3'"f  area,  about  half 
the  recent  rate,  Leeb  says,  the  Dow 
Jones  industrial  average  could  run  up  to 
the  mid-3000  range — a  target  much  ban- 
died about  but  never  reached  during  the 
bull  market.  Adds  Leeb:  "We  have  a 
good  chance  of  a  soft  landing." 
SNAPPY  ACTION.  Few  Wall  Streeters  are 
as  bold  as  Leeb,  but  they  have  been 
accumulating  stock  just  in  case  the  soft 
landing  scenario  falls  into  place.  In  the 
past  eight  weeks,  as  the  evidence  of  a 
slowing  economy  started  to  roll  in,  the 
Dow  climbed  over  200  points,  or  about 
10%.  About  one-quarter  of  that  move  oc- 
curred on  May  12.  The  market  surged  57 
points  on  some  of  the  heaviest  volume 
seen  all  year.  The  broader  Standard  & 
Poor's  500-stock  index  climbed  2%. 

The  reason  for  the  big  rally  was  sim- 
ple: The  producer  price  index,  a  key  in- 
flation indicator,  turned  in  a  5.5%  annua- 
lized rate  of  increase  for  April — the 
second  month  in  a  row  for  that  rate. 
That  may  not  sound  like  much  of  a  vic- 
tory- against  inflation — unless  it's  com- 
pared with  the  Januan-  and  Februarj- 
PPIs  that  showed  frightening  12.6%  an- 
nualized rates  of  increase. 

Investors  apparently  liked  what  they 
saw.  Stocks  rose  an  additional  23  points 
by  May  17,  bringing  the  Dow  to  2462, 
more  than  700  points  above  its  closing 
price  on  the  day  of  the  crash.  "I'm  a 
little  bit  hesitant  to  subscribe  to  the  view 
of  a  'soft  landing,'  and  I'm  not  convinced 
that  inflation  has  been  killed,"  says 


James  E.  Kamphoefner,  of  First  Chicago 
Futures  Inc.  "But  I'm  not  standing  in 
the  way  of  the  market,  either." 

Although  the  market  has  already 
racked  up  better  returns  than  forecast- 
ers had  predicted  for  1989,  the  latest 
surge  seems  joyless.  Gail  M.  Dudack,  a 
market  analyst  at  S.  G.  Warburg  &  Co., 
says  that  the  rising  market  isn't  taking 
as  many  stocks  with  it  as  she'd  like  to 
see.  "What's  moving  are  'whisper 
stocks' — an\thing  with  a  good  storj'  at- 
tached to  it,"  she  says.  During  the  bull 
market,  all  but  the  verj-  worst  stocks 
climbed.  Now,  the  most  widely  held  insti- 
tutional stock,  IBM,  is  scarcely  higher 
than  its  1987  low  (page  76). 

Even  those  money  managers  who 
have  beaten  the  market  this  year,  such 
as  Bill  Harnisch,  president  of  Forst- 
mann-Leff'  Associates,  are  puzzled  about 
where  the  impetus  for  the  next  step  up 
will  come.  "The  upside  potential  is  limit- 
ed from  here,"  he  says. 

Look  at  Norman  G.  Fosback,  editor  of 
Market  Logic.  He  turned  bullish  in  late 
1987,  when  many  advisers  were  still  un- 
der their  beds,  and  has  stuck  with  the 
market  ever  since.  Fosback  is  not  dump- 
ing stocks,  but  his  indicators  are  no 
longer  bullish.  He  says  valuation  yard- 
sticks such  as  price-earnings  ratios  and 
dividend  yields  indicate  that  stocks  are 
neither  cheap  nor  expensive.  And  mutual 
fund  cash  reserves,  a  source  of  buying 
power,  have  declined  to  8.8%  from  11%- 
since  Januar\\  "It's  hard  to  get  excited 
when  indicators  are  in  neutral,"  he  says. 
Fosback  would  become  bullish  only 
again  if  he  had  some  evidence  that  the 
Federal  Reserve  Board  is  easing  mone- 
tary policy. 

The  soft  landing  aficionados  think  that 
will  happen  soon.  They  argue  that  the 
economy  is  slowing  dramatically — in 
new  jobs,  homebuilding,  and  consumer 
spending.  Under  such  conditions,  the 
Fed  will  have  to  open  the  money  tap. 

The  fixed-income  markets  may  have 
anticipated  such  a  move.  Rates  on  90-day 
U.  S.  Treasury-  bills  fell  to  8.57%  by  May 
17,  down  from  9.3%  less  than  a  month 
earlier.  Long  rates,  which  reached  a 
high  of  9.32%  in  March,  slid  back  to 


8.8%c — near  the  lower  end  of  the  rai^- 
that  has  persisted  for  months.  If  loil 
term  rates  drop  and  remain  below  8.73^  '-^ 
say  market  analysts,  it  will  be  furtlli  ■'^ 
evidence  of  a  soft  landing  in  the  worl* 

Lower  interest  rates  usually  mearif  4 
lower  dollar,  but  this  tim.e  around,  tf  '-'^ 
greenback  has  surged  to  its  highest  \^  ■  ' 
els  in  nearly  three  years  (page  '26).  Tiff 
makes  the  soft  landing  forecast  mm 
more  likely.  Several  times  in  the  p* '  i 
few  years,  the  Federal  Reserve  has  hfc.™ 
to  keep  interest  rates  high  to  bolster  tf-^i 
dollar.  Now,  with  the  dollar  so  stroi 
the  Fed  can  allow  interest  rates  to 
without  worrying  that  the  foreign 
change  markets  will  beat  up  on 
greenback. 

The  stronger  dollar  in  itself  is  a  Bwr 
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for  stocks  and  bonds.  Foreign  buy- 
vho  have  been  scarce  since  October, 
want  to  own  dollar-denominated  se- 
es again.  Japanese  investors  took 

about  one-quarter  of  the  $9.5  bil- 
J.  S.  Treasury  bonds  in  the  recent 
)n. 

d  the  57-point  rally  caught  the  eye 
juity  investors,  too.  "We've  been 
ig  for  a  signal,"  says  Shigekazu 
;hima,  director  of  international  in- 
lent  at  Nikko  International  Capital 
gement  Co.  "Japanese  investors 
I  soft  landing  is  possible."  Nomura 
•ities  Co.  advised  customers  to  buy 
stocks  and  booked  orders  for  $110 
n  worth  in  one  day.  And  smart  Eu- 
.ns  have  been  quietly  loading  up  on 
equities  for  months  (BW-May  22). 

-  AND  fNf 

BASING.,. 


r  m. 
•..AND  STOCKi 


The  latest  economic  data  have  led 
some  of  the  Street's  more  bearish  strate- 
gists to  throw  in  the  towel.  Steven  G. 
Einhorn,  a  partner  and  portfolio  strate- 
gist at  Goldman,  Sachs  &  Co.,  told  his 
institutional  clients  to  step  up  their  stock 
buying.  "There's  a  heightened  probabili- 
ty of  a  soft  landing,"  he  says.  Edward 
M.  Kerschner,  chairman  of  the  invest- 
ment policy  committee  at  PaineWebber 
Inc.,  also  advised  clients  to  boost  their 
equity  holdings.  Among  his  choices  are 
companies  with  a  record  of  reliable  prof- 
it growth:  Abbott  Laboratories,  Baxter 
International,  Browning-Ferris  Indus- 
tries, Emerson  Electric,  General 
Electric,  and  XCXB.  "We  would  ap- 
pear to  be  two-thirds  of  the  way 
toward  a  soft  landing,"  he  says. 
'HOW  FAR  IS  DOWN.'  Einhorn  says 
his  conditions  for  a  soft  landing  call 
for  a  slowing  economy,  a  moderat- 
ing inflation  rate,  and  stabilizing  or 
dropping  interest  rates — all  of  which 
have  been  met.  One  more  ingredient 
for  a  favorable  stock  market  re- 
sponse, he  insists,  is  that  corporate 
earnings  meet  Wall  Street's  expecta- 
tions. 

Falling  short  of  the  Street's  fore- 
casts can  be  disastrous  for  a  stock. 
Even  as  the  market  rallied  on  May  15, 
Hewlett-Packard  Co.  plunged  $3.75  a 
share,  about  6.67c,  because  the  company 
said  its  second-quarter  earnings  would 
be  better  than  1988's  but  still  a  little  shy 
of  analysts'  1989  forecasts.  Kerschner, 
too,  fears  that  if  earnings  don't  hold  up, 
neither  will  stock  prices.  On  the  other 
hand,  if  corporate  profits  hit  the  Street's 
targets  this  year,  Kerschner  says  the 
Dow  could  reach  the  2750-to-2900  zone. 

Although  the  soft  landing  idea  is  gain- 
ing favor,  many  big  investors  say  reces- 
sion is  more  likely.  "The  soft  landing  is 
just  wishful  thinking,"  says  James  P. 


Owen,  managing  director  of  NWQ  In- 
vestment Management  Co.  "With  an 
economy  growing  the  way  ours  has 
been,  the  Fed  has  never  been  able  to 
make  it  happen."  Adds  Peter  S.  Hager- 
man,  managing  director  of  Hallmark 
Capital  Management:  "Once  the  econo- 
my starts  to  weaken,"  he  says,  "you 
never  can  know  how  far  is  down."  Ha- 
german  is  playing  it  safe  with  companies 
whose  fortunes  are  not  closely  tied  to 
the  economic  cycle:  Lockheed,  Philip 
Morris,  Humana,  Pfizer,  and  Syntex. 

Even  professional  investors  who  ac- 
cept the  "slow  growth,  no  recession" 
outlook  are  keeping  their  checkbooks 
closed.  For  one,  short-term  interest  rates 
are  still  very  high.  "We  don't  have  to 
spend  every  last  dollar  on  equities,"  says 
H.  Richard  Vartabedian,  head  of  invest- 


Foreign  buyers,  who  have 
been  scarce  since  the  crash, 
want  doUar-denominated 
securities  again 


ments  at  Chase  Manhattan's  private 
banking  group.  "We're  getting  paid 
quite  well  just  to  wait."  Thomas  M.  Ker- 
esey,  chairman  of  Palm  Beach  Capital 
Management  Ltd.,  is  buying  stocks,  but 
mostly  from  lists  of  familiar  high-quality 
companies  with  steady  earnings  growth: 
Coca-Cola,  PepsiCo,  Walt  Disney,  Sara 
Lee,  Bristol-Myers.  Johnson  &  Johnson, 
and  Merck. 

Skepticism  about  the  soft  landing  and 
the  stock  market  has  an  upside,  of 
course.  Markets  tend  to  run  contrary  to 
the  crowd.  Even  as  stocks  began  to  de- 
cline in  September  and  early  October  of 
1987,  investor  sentiment  stayed  bullish — 
and  look  what  happened.  For  that  rea- 
son alone,  some  investors  are  buying  eq- 
uities. But  a  new  bull  market  will  de- 
pend on  those  two  magic  words:  soft 
landing. 

By  Jeffrey  M.  Lademian  in  New  York, 
with  bureau  reports 
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INVESTIGATIONS! 


THE  MANY  INCARNATIONS 
OF  BARRY  DAVIS 


Run-ins  with  regulators — and  now  a  penny-stock  probe 


Sometimes,  when  you  reach  out  and 
touch  someone,  you  can't  be  quite 
sure  of  exactly  who  is  on  the  other 
end.  Take,  for  example,  Barry  K.  Davis, 
the  fast-talking  proprietor  of  Traders  & 
Investors  Alert,  the  hot,  new  stock-tip 
telephone  service  (BW— May  22).  While 
Davis  has  attracted  hundreds  of  sub- 
scribers in  just  five  months,  he  appears 
to  be  as  good  at  burning  bridges  as  he  is 
at  scorching  the  phone  lines.  Not  only 
has  he  been  permanently  barred 
from  the  securities  industry  since 
1971,  as  BUSINESS  WEF.K  reported, 
but  he  was  subsequently  kicked 
out  of  the  insurance  business  by 
New  York  State. 

And  Davis'  tangles  with  the 
regulators  may  just  be  beginning. 
In  following  up  calls  prompted  by 
its  original  story,  BUSINESS  WEEK 
has  learned  that  Davis'  home  and 
office  were  raided  by  the  Federal 
Bureau  of  Investigation  last  No- 
vember. The  reasons  for  the 
search,  and  the  results,  have  not 
yet  been  made  public. 

At  the  time,  Da\'is  headed  his 
own  Fort  Lee  (N.J.)  public-rela- 
tions agency  that  was  promoting 
a  penny-stock  firm  now  under  in- 
vestigation by  federal  authorities, 
Davis  says.  He  refused  to  name 
either  the  penny-stock  firm  or  his 
PR  agency.  "Just  because  I  got 
raided  doesn't  mean  I'm  guilty," 
he  says.  "I  was  in  the  WTong 
place  at  the  wrong  time,  [promot- 
ing] the  WTong  stock."  New  Jer- 
sey state  regulators  are  cooperat- 
ing with  the  FBI,  sources  close  to 
the  investigation  say.  The  Securi- 
ties &  Exchange  Commission  is 
also  investigating  Davis. 
NAME  GAME.  Regulators  are  examining 
Davis'  possible  role  in  penny-stock 
schemes  allegedly  masterminded  by  Eric 
M.  Wynn,  who  was  indicted  in  May, 
1988,  by  a  federal  grand  jurj-  in  Newark, 
N.  J.  Wynn,  his  wife,  and  Francis 
LaMagra  of  Paramus,  N.  J.,  have  been 
accused  of  defrauding  investors  of 
8640,000  in  a  now-defunct  jewelry  com- 
pany. Renaissance  Enterprises.  The 
Wynns  and  LaMagra  pleaded  not  guiltj' 
to  all  charges  but  could  not  be  reached 


for  comment.  Davis  says  he  has  been 
unfairly  targeted.  The  only  link,  he  says, 
is  that  "WjTin  is  a  friend  of  mine."  The 
FBI  searched  his  house,  Davis  says,  to 
pressure  him  to  "rat  on  a  friend." 

This  is  not  Da\is'  first  contact  with 
penny  stocks.  Before  he  started  the  hot 
line,  Davis'  public-relations  agency  also 
promoted  Boardroom  Business  Products, 
a  small  computer  retailer.  The  company 
made  a  public  offering  in  September, 


■  DAVIS:  HE  IS  CURRENTLY  RUNNING  A 
HOT,  NEW  STOCK-TIP  TELEPHONE  SERVICE 


1988.  The  stock,  once  at  S6,  plummeted 
to  10(t.  The  company  entered  Chapter  11 
bankruptcy  proceedings  last  January. 
Davis  says  that  he  was  just  paid  a  fee  to 
publicize  the  company  and  had  nothing 
to  do  with  its  problems. 

No  one  has  accused  Davis"  current  hot 
line  of  being  improper.  But  he  has  re- 
mained closely  involved  in  the  securities 
business,  from  which  he  is  banned.  As 
Barrv-  K.  Sutz — his  name  before  he 
changed  it  to  Davis — he  surfaced  in  1986 


in  connection  with  the  now-defunct  la- 
ny-stock  firm  Rooney  Pace  Inc.  Accid- 
ing  to  the  Missouri  Securities  Comis- 
sion,  Sutz  could  be  reached 
telephoning  Rooney  Pace.  The  state 
dered  Rooney  Pace  to  cease  and  d 
employing  unregistered  agents.  Roo 
Pace  denied  that  Davis  had  ever  bee 
employee,  and  Davis  denied  any  invo 
ment  with  the  firm.  - 

HUNDREDS  OF  COMPLAINTS.  In  Ma:|\,r 

1975,  the  New  York  State  InsurateJ 
Dept.  yanked  Davis'  insurance  liceB,j; 
which  he  used  to  operate  Sutz  &  Sk 
chiefly  a  car-insurance  agency.  "He  % 
one  of  the  first  brokers  to  solicit  »e 
young  driver  when  nobody  was  interrt- 
ed  in  these  people.  Most  of  this  maijt 
was  very  \'ulnerable,"  says  Salvat* ' 
Castiglione,  the  New  York  insurance ifr  ;. 
partment's  principal  examiner.        '  ' 
Based  on  hundreds  of  client  cn-" 
plaints,  Davis  was  charged  with  seviai'! 
offenses,  everything  from  faif" 
to  provide  insurance  coveragto) 
failing  to  return  premiums  a  ' 
canceled  policies.  "He  took  tlir 
money,  and  they  never  got  inil- 
ance,"  says  Castiglione. 

Working  out  of  an  office  m 
New  York's  Long  Island,  D:is 
nevertheless  stayed  in  the  bst 
ness  for  more  than  two  years,  (e 
was  even  licensed  to  represat 
leading  insurance  compans*. 
such  as  Hartford  Life  Co.  idj' 
Aetna  Life  Insurance  Co.  In  flit; 
his  downfall  was  that  he  coul'i?t 
keep  up  with  demand.  A  1974  te- 
vision-ad  campaign  increasd, 
business  by  oO^f,  and  Dai"" 
couldn't  handle  the  volume,  c- 
cording  to  insurance  departrrat 
records. 

Davis  concedes  that  the  In)' 
"wrote  too  much  insurance,  w 
the  business  went  bad."  Wa 
some  insurance  companies  he  p 
resented  started  canceling  £tB 
policies,  "the  markets  tighten(,'' 
and  he  couldn't  get  coverage  or 
his  clients,  he  adds.  "People  iqr- 
have  lost  money,  but  not  f.im"^ 
me,"  says  Davis,  who  claimsie' 
sold  the  company  before  pb-" 
lems  arose.  New  York  InsurEce  • 
Dept.  records,  however,  say  that  D.'b  - 
was  unable  to  sell  Sutz  &  Sutz  befoi  it  ' 
revoked  his  license. 

Now,  as  Davis  is  trving  to  sell  brolis  ■ 
on  paying  as  much  as  $10,000  a  yeati' 
get  in  on  his  stock  tips,  he  is  alreij' 
planning  a  major  expansion  to  reacln- 
dividual  investors.  If  the  past  of  Dais 
nee  Sutz,  is  any  prologue,  investors  ay 
already  have  the  only  tip  they'll  nee 

By  Leak  J.  Xathayis  and  Dand  Zigaw 
New  York 
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HAT'S  SAM  SPADE  LEAFING 
HROUGH  THE  LEDGERS 


takeover  battles,  private  eyes  are  digging  up  crucial  dirt 


«e  called  himself  Ed  Logan.  For  a 
week  in  January,  his  home  was 
Room  109  in  the  Embassy  Suites 
el  near  Los  Angeles  International  Air- 
;.  He  spent  his  time  on  the  phone,  call- 
anyone  who  may  have  known  Uri 
inbaum  and  Donald  J.  Brumlik.  Two 
ks  later,  he  had  answers:  Brumlik  had 
I  for  personal  bankruptcy  in  1980,  had 
1  disbarred  from  practicing  law  in  Illi- 
,  and  was  married  to  two  women  at 
i.  Logan  had  done  his  job  well, 
ogan  (probably  not  his  real  name)  was 
king  for  Intertel,  a  private  investigator 
;d  in  Rockville,  Md.,  that  Del 
3b  Corp.  says  it  had  retained, 
homebuilder  was  checking 
Sheinbaum  and  Brumlik  be- 
ie  they  headed  Calmark  Fi- 
cial  Corp.,  a  group  in  Los  An- 
is  that  made  a  $156.4  million 
for  Webb  in  November. 
We  needed  to  know  who  we 
e  dealing  with,"  says  Webb 
irman  Philip  J.  Dion,  whose 
pany  has  hired  private  inves- 
tors five  times  in  the  past 
r  to  uncover  sensitive  infor- 
ion  on  suitors.  Brumlik,  for 
part,  agrees  it's  all  true  but 
5  he  was  unaware  of  a  cleri- 
jrror  that  delayed  the  divorce 
■n  his  first  wife.  Webb's 
pges  were  contained  in  a  law- 
,  which  sought  to  enjoin  the 
;over  unless  Calmark  amend- 
ts  securities  filing  to  include 
new  information.  The  compa- 
ultimately  dropped  the  law- 
.  Although  Brumlik  says  the 
ings  didn't  deter  his  group  from  ar- 
ming its  financing,  Calmark  withdrew 
)id  on  Apr.  25. 

SE  RUMORS?  More  and  more,  private 
istigators  are  taking  their  place  in  the 
jover  arena  right  alongside  the  invest- 
it  bankers  and  lawyers.  Much  as  they 
ht  in  a  divorce  or  blackmail  case,  these 
er-day  Sam  Spades  track  down  confi- 
tial  sources  and  pore  over  public  docu- 
its.  In  big-bucks  takeover  battles,  the 
lligence  they  glean  can  be  crucial  to 
'  management  responds  to  the  threat, 
the  acquirers  have  the  money  to  make 
bid?  Or  are  they  simply  trying  to  jack 
a  stock's  price  for  a  quick  profit?  Do 
f,  perhaps,  have  a  blemish  that  could 
:  them  dearly  in  terms  of  investor  sup- 


port if  it  were  to  become  widely  known? 

"We're  a  management  tool,  offering  in- 
formation that  the  companies  factor  into 
any  decision  that  they're  going  to  make," 
says  Jules  B.  Kroll,  head  of  New  York- 
based  Kroll  Associates.  More  controver- 
sial, some  private  eyes  engage  in  covert 
operations,  such  as — allegedly — planting 
false  rumors  about  the  opposition. 

Whatever  they  do,  private  investigators 
do  it  for  a  lot  less  than  the  other  mergers- 
and-acquisitions  professionals.  Most  ask 
for  about  $100  an  hour,  while 
a  top-drawer  law- 


yer might  charge  $5uu  an  liuur,  and  an  in- 
vestment bank  may  divvy  up  tens  of  mil- 
lions among  a  few  dozen  staffers.  Kroll, 
the  most  publicized  investigator,  charges 
by  the  job;  a  quick  check  can  run  $100,000. 
When  a  lengthy  takeover  defense  required 
even  more  extensive  detective  work, 
Kroll's  bill  has  been  $6  million.  Kroll,  who 
expects  1989  revenues  of  some  $50  million, 
says  M&A  is  nearly  20%  of  the  work  for  his 
staff  of  about  200  people. 

Digging  up  dirt,  of  course,  doesn't  guar- 
antee that  a  company  will  stay  indepen- 
dent. Kroll  was  called  in  last  December 
when  two  investor  groups  filed  a  tender 
offer  of  about  $758  million  to  buy  Penn- 
walt  Corp.,  the  chemical  company.  His  de- 
tectives learned  that  Abbey  J.  Butler,  a 


key  investor,  hadn't  disclosed  that  he  had 
filed  for  personal  bankruptcy  once  and,  af- 
ter securities  law  violations,  had  been  de- 
nied a  license  to  operate  a  radio  station. 
The  Butler  group  amended  its  offer  to  in- 
clude the  new  information  and  went  ahead 
with  the  bid  anyway.  In  March,  Pennwalt 
accepted  a  friendly  $1.04  billion  bid  from 
French  oil  company  Soci^t^  Nationale  Elf 
Aquitaine.  Butler's  group  gained  an  esti- 
mated $65  million  on  its  shares. 
'POLITICAL  CONTESTS.'  Naturally,  a  raider 
doesn't  come  into  battle  unarmed,  either. 
United  Intelligence  Inc.,  a  New  York  agen- 
cy that  once  located  Iranian  assets  in  the 
U.  S.  for  the  Ayatollah  Khomeini,  has  rep- 
resented the  Bass  brothers,  Richard  Rain- 
water, and  H.  Ross  Perot  (box,  page  98). 
The  objective,  says  Unitel  President  Wil- 
liam P.  Callahan,  is  to  find  corporate  mis- 
use of  a  company  jet  or  something  else 
that  will  cast  doubt  on  whether  the  cur- 
rent management  deserves  to  stay  in  pow- 
er. Such  information  can  be  vital  in  proxy 
fights,  he  says:  "Those  are  really  like  polit- 
ical contests.  That's  when  the  mud  is  real- 
ly slung." 

While  takeovers  spark  much 
of  the  new  demand  for  corporate 
sleuths,  many  companies  routine- 
ly use  them  to  vet  prospective 
business  partners — sometimes 
with  dramatic  results.  In  1987, 
Drexel  Burnham  Lambert  Inc. 
asked  Terry  F.  Lenzner,  head  of 
Investigative  Group  Inc.  in 
Washington,  to  look  into  the  past 
of  Barry  Minkow,  the  21-year-old 
carpet  cleaning  mogul.  Minkow 
wanted  Drexel  to  raise  $25  mil- 
lion in  junk  bonds  for  him,  but 
Lenzner  warned  Drexel  off.  He 
had  discovered  that  some  of  Min- 
kow's  associates  had  criminal  re- 
cords. Minkow  himself  was  later 
arrested  and  convicted  on  25 
counts  of  conspiracy  and 
fraud  and  was  sentenced  to  25 
years  in  prison. 
Detectives  have  been  accused 
of  wiretapping  and  break-ins.  Kroll 
Callahan  both  stress  they  do 
nothing  illegal.  But  the  nature  of  their 
work  leaves  detectives  easy  prey  for  alle- 
gations of  wrongdoing.  In  the  most  seri- 
ous case  yet  against  one  of  them,  lawyers 
for  Los  Angeles-based  Guess  Jeans  com- 
plained that  a  detective  employed  by  rival 
Jordache  Enterprises  Inc.  planted  false  pa- 
pers alleging  that  Georges  Marciano,  a 
Guess  principal,  had  been  arrested  in  Mar- 
seilles, France,  in  1982  for  using  explo- 
sives. The  object,  Guess  charges,  was  to 
get  Marciano  deported  from  the  U.  S.  to 
weaken  Guess  and  leave  it  easier  to  take 
over.  In  a  deposition,  Octavio  Pefla,  a  Fort 
Lee  (N.J.)  private  eye,  denied  he  planted 
the  papers  or  that  he  ever  discussed  Mar- 
ciano with  immigration  officials. 
Trying  to  rummage  quietly  through  a 
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ght  you  couldnt  afford  386  power 
and  Micro  Channel? 


Think  again. 


Introducing  the  PS/2  Model  55  SX 
with  Micro  Channel. 

Now  you  can  have  386"'  performance 
at  a  286  price:  It  s  the  new  IBM  Personal 
System/2'  Model  55  SX  with  Micro  Channel."' 
Built  around  a  16  MHz  386  SX^"  chip,  this 
PS/2"  lets  you  benefit  from  386  technology 
(and  the  software  developed  for  it),  even  when 
you  have  a  limited  budget. 

The  new  PS/2  Model  55  SX  gives  you 
the  kind  of  performance  you  need  to  whiz 
through  sprawling  spreadsheets  and  advanced 
applications.  And  the  Model  55  SX  has  built-in 
VGA  capability  for  state-of-the-art  graj)hics. 
You  also  get  DOS  and  OS/2"'  cai)ability.Top 
it  all  off  with  Micro  Channel,  and  you've  got 
a  system  that's  faster  today  and  ready  for 
tomorrow. 

To  find  out  how  the  new  PS/2  Mo(\r\ 
55  SX  with  Micro  Channel  helps  you  afford 
the  kind  of  performance  you  can  t  afford  to  be 
without,  see  your  IBM  Authorized  Dealer  or 
contact  your  IBM  marketing  representative. 
To  find  the  dealer  nearest  you  call 
1  800  IBM-2468,  ext.  134. 


IBM,  Personal  System/2  and  PG/2 


registered  trademarks,  ana  OS/2  and  M,cro  Channel  are  trademarks  ot  International  Bus-ness  Machines  Corporat.on  386  and  386  SX  are  trademarks  of  Intel 


The  Hotel  Nikko  Hongkong 
stands  majestically  on  the  Kowloon 
peninsula,  ouerlooking  the  world's 

most  fascinating  harbor 
Just  10  minutes  from  the  airport, 
this  contemporary,  elegant  hotel  is 
ideallu  located  to  keep  business 
travelers  close  to  all  their 
appointments.  Its  deluxe  comforts 
include  up-to-date  health  facilities, 
a  full-function  business  center, 
relaxing  lounges  and  some  of 
the  area's  finest  cuisines. 


hotel  nikko  hongkong 

~2  Mod\  Rtud.  Tslnl^hdtsuI  E.isl.  Kowloon.  Hong  Kont: 
Telephone  1 1 1  Telex  .■!|M2  NIKHO  MX 

Chle  \ddrevs  MKHOTELFjx  .-■.>ll.-i:2 


J^nikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines  or  Nikko  Hotels  International: 
Toll  tree  in  u  S  a'~c  Canada 
1-800-NIKKO-US  (645-5687) 
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person's  past,  however,  can  sometimes  put 
the  investigators  in  the  glare  of  unwanted 
publicity.  During  a  1988  proxy  battle,  fi- 
nancier Burt  Sugarman  complained  to  re- 
porters that  singer  Helen  Reddy,  then 
mired  in  a  long  divorce  proceeding  against 
a  top  Sugarman  aide,  was  interviewed  by. 
Kroll  detectives  hired  by  opponent  Media 
General  Inc.  During  his  1984  battle 
against  Phillips  Petroleum  Co.,  T.  Boone 
Pickens  Jr.  won  an  order — overturned  in 
24  hours — restraining  Kroll's  detectives 
from  talking  to  his  school-age  children. 

As  the  takeover  business  becomes  more 
lucrative  and  complex,  new  sleuthing 
needs  are  popping  up.  Donald  C.  Carter, 
head  of  Carter  Organization  Inc.,  a  proxy- 
solicitation  firm,  says  companies  increas- 
ingly are  calling  in  private  eyes  to  do  back- 
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ground  checks  on  their  own  candidates  ti 
board  seats.  "With  everything  that's  gcg 
on  with  insider  trading  and  other  illed 
charges,  everyone  is  looking  carefullvit 
anyone  that's  going  to  represent  the  " 
Carter  says.  "That  means  hiring  de> 
tives  before  it's  too  late." 

Meanwhile,  Jules  Kroll  is  hedgg 
against  an  end  to  the  takeover  bonan. 
To  diversify,  he  has  bought  a  firm  speci- 
izing  in  finding  illegal  dumpers  of  t(| 
wastes.  Still,  as  long  as  there  are  hijis 
stakes  takeovers,  there  will  always  bep 
Ed  Logan  squirreled  away  in  some  hoS, 
looking  for  skeletons  in  someone  elf's 
closet.  I 
By  Ronald  Grover  in  Los  Angeles,  t^ 
Joseph  Weber  in  Philadelphia  and  KeitHl 
Haynmonds  iii  Bostoyi 


THIS  GUMSHOE  DOES  HIS  LEGWORK 
IH  WIHG  TIPS 
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irty  Harry"  Callahan,  the 
tough  cop  that  Clint  Eastw^ood 
'plays  in  the  movies,  has  found 
himself  in  a  lot  of  tight  spots  over  the 
years.  So  has  William  P.  Callahan,  53, 
president  of  United  Intelligence  Inc. 
(Unitel)  and  a  prime  example  of  a  pri- 
vate eye  who  is  as  much  at  home  in 
boardrooms  as  he  is  in  rough  bars. 

Callahan's  cluttered  office  is  on  New 
York's  Park  Avenue,  but  his  work 
takes  him  to  intimidating  surround- 
ings. A  few  years  ago,  he  was  hired  by 
a  motorcycle  parts  manufacturer  being 
undercut  by  knockoffs.  The  job  re- 
quired visiting  a  bar  in  Queens,  N.  Y., 
that  was  a  hangout  for  the  local  chap- 
ter of  Hell's  Angels.  Dressed  in  a  busi- 
ness suit  and  necktie — and  with  a  .38 
caliber  pistol  under  his  belt — Callahan 
approached  a  gang  member  he  suspect- 
ed was  involved  with  a  parts-counter- 
feiting ring. 

MOONIES  RESCUED.  Under  the  eyes  of 
about  40  Angels  clad  in  the  gang's 
black  motorcycle  jackets  and  chains, 
Callahan  quietly  asked  him  to  step  out- 
side for  questioning.  "At  first,  he 
thought  I  was  crazy,"  Callahan  says, 
"but  he  cooperated.  Our  conversation 
lasted  four  minutes.  I  told  him  if  he 
didn't  talk  to  me  he'd  be  going  to  jail. 
Then  he  followed  me  on  his  motorcy- 
cle" to  a  hotel  to  provide  more  details. 

Callahan's  cases  are,  if  anything, 
more  diverse  than  those  of  a  fictional 
detective.  For  Sun  M\iing  Moon's  Uni- 
fication Church,  he  has  helped  retrieve 
young  recruits  from  deprogrammers 
hired  by  their  parents.  When  Carl  C. 
Icahn  was  trying  to  take  over  Texaco 


Inc.  last  year,  Callahan  says  that  leal 
had  him  check  out  dozens  of  lette. 
from  disgruntled  employees  offe 
sensitive  information.  And  some 
Icahn's  lawyers,  fearing  that  Texi 
might  have  had  their  hotel  rooi 
bugged,  had  "my  associates  and 
crawling  under  their  beds."  (Search 
suit:  negative.) 

Callahan,  who  studied  law  for  1 
years  at  St.  John's  University 
Queens,  started  out  clerking  for  R 
M.  Cohn  and  worked  at  the  New  Yoj 
law  firm  of  Nixon  Mudge  Rose  Gut! 
Alexander  &  Mitchell  when  pa 
Richard  M.  Nixon  was  running 
President  in  1968.  While  Nixon  was 
office,  Callahan   was  asked  to  s 
whether  others  were  plagiarizing  N: 
on's  writings  and  speeches.  With  t 
Justice  Dept.  for  six  years,  he  speci; 
ized  in  narcotics  and  white-collar  cas( 

Wanting  to  work  for  himself, 
founded  Unitel  in  1977.  "I've  seen  hi 
succeed  where  law  enforcement  peoi 
are  stymied,"  declares  an  executd 
who  has  frequently  used  Unitel.  Bu 
ness  is  booming  for  Callahan  and  a  ] 
person  staff  that  consists  mostly 
former  law-enforcement  officers.  Re) 
nues,  which  he  says  have  tripled 
recent  years,  "are  well  over  $1  ir 
lion."  Noting  that  "white-collar  crirl 
never  slows  down"  and  that  terrorisi 
and  globe-girdling  takeovers  are 
coming  commonplace,  he  figures  tl 
"we'll  become  much  more  internaticj 
al . . . .  We'll  be  growing  in  the  wi 
that  accounting  firms  and  law  firr 
are  growing." 

By  Jon  Friedman  in  New  Yo 
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When}OTfinancial  iiture 
is  atslake,there!s  nothing 
more  important  than  someone 


youcantmsL 


There's  only  one  thing  we  At  Merrill  Lynch,  we  know         You  see,  we're  determined  to  be 

can  be  absolutely  sure  the  future  change.  We've  understood  it,  a  firm  in  which  your  trust,  as  well 

will  bring.  Change.  managed  it  and  turned  it  to  our  as  your  money  is  well  placed. 

The  ups,  downs,  twists  and  clients'  advantage  for  over  70  Mrt^ 

turns  that  stand  in  the  way  of  years.  And  they've  come  to  trust  Z'^)0  __       •■■  ■  ■ 

achieving  your  financial  goals.  our  ability  to  deal  with  it.  \t^Vv  M6f  Fill  uy IlCn 


tj  1989  Merrill  Lynch  &  Co .  In. 


A  tradition  of  trust. 


Audi  Announces  ANo-Mone 
Completely  Warranted,  E 


Once  again.  Audi  takes  an  alternate  route.  By  offenng 
an  attractive  alternative  to  long-term  leasing.  The  Audi 
3 -Year  Test  Dnve. 

CaU  1-800-AUDI-3YR. 

Learn  about  the  lease  that's  long  on  rewards  and 
short  on  responsibilities.  Because  there's  no  down 
pa)Tnent*  No  scheduled  maintenance  costs.  And 
no  worries. 

Instead.  Audi  covers  all  routine  maintenance 
expenses  (including  fluids,  parts  and  labor)  for  the  life 
of  the  lease.  In  addition,  unlike  most  longer  leases, 


Audi's  bumper-to-bumper  coverage  doesn't  run  out 
before  your  contract  does  — thanks  to  the  full-term 
3-\"ear  or  50.000  mile  warrant}".  Your  lease  even  inclu(S 
24-Hour  Roadside  Assistance.  !*- 
Best  of  all.  our  three-year  rates  compare  favora'!^ 
with  traditional  60-month  term  leases  (or  purchase 
Perhaps  more  than  favorably  when  one  considers  t}| 
value  of  the  complete  coverage.  For  instance,  the  Alt 
80  shown  below  is  a  mere: 


$398  Per  Month. 


And  since  the  Audi  3 -Year  Test  Drive  is  avaiiabl 


TheAudiThree 


town,  No-Charge  Maintenance, 
titly  Affordable,  Short-^rm  Lease. 


11 13  Audi  models,  you  need  only  choose  your 
rite  Sedan  or  Wagon.  Choose  your  favorite  color, 
choose  your  favorite  road.  Then,  get  ready  for  the 
[ue  exhilaration  of  an  all-wheel  Quattro  drive  or 
meed  front-wheel  drive  luxury  automobile. 
As  one  financial  authority  recently  advised;  "If 
buy  a  new  car  as  frequently  as  every  four  years, 
should  now  consider  leasing."  The  Audi  3 -Year 
Drive  is  an  exceptional  way  to  start.  Just  see  your 
i  dealer.  Or  call  the  number  above.  But  do  it  soon, 
luse  while  the  test  drive  lasts  three  years,  the  offer 
nited. 


'Offered  by  VW  Credit,  Inc.  through  participating  dealers.  Lease  based  on 
MSRP  including  destination  charge.  Dealer  contributions  to  this  offer  may  affect 
final  negotiated  transaction.  Thirty-six  month  closed-end  lease  No  down  pay- 
ment; no  purchase  option.  First  month's  lease  payment  of  $398  plus  refundable 
security  deposit  equal  to  one  month's  payment  required  at  lease  inception;  Tax, 
license,  dealer  prep.,  options  extra,  IOC  per  mile  over  50,000  miles.  Lessee  is 
responsible  for  excessive  wear  and  use.  Total  of  monthly  payments  for  Audi  80 
shown:  $14,328.00 

Ask  your  dealer  for  details  of  Audi's  limited  bumper-to-bumper  warranty 
No-charge  scheduled  maintenance  runs  three  years  or  50,000 
miles,  whichever  comes  first.  Roadside  Assistance  is  provided 
by  the  United  States  Auto  Club,  Motoring  Division,  Inc 

Another  Advantage  Of 
The  Alternate  Route. 


ii^Test  Drive. 


1989  Audi  of  America. 


BY  GENE  G.  MARCIAL 


THE  BIG  WHEELS 
THAT  MAY  BE  AFTER 
GOODYEAR 


Two  years  ago,  Goodyear  Tire  & 
Rubber  fought  a  costly  battle 
with  corporate  raider  Sir  James 
Goldsmith — and  won.  But  a  swirl  of 
new  takeover  rumors  say  it  may  face 
combat  again. 

A  large  Japanese  industrial  company 
and  two  European  giants,  including 
Pirelli,  the  Italian  tiremaker,  are  whis- 
pered to  be  seriously  interested  in  ac- 
quiring or  merging  with  Goodyear,  the 
world's  largest  tiremaker.  Last  year, 
Pirelli  went  after  Firestone  Tire  & 
Rubber,  another  U.  S.  producer,  but 
lost  out  to  Bridgestone. 

Texas  financier  Harold  Simmons  is 
also  rumored  to  be  involved,  but  he  has 
denied  any  interest  in  Goodyear. 
"Don't  bet  on  the  stock  breaking  down 
because  of  that,"  says  one  big  investor. 
He  insists  that  serious  accumulation  is 
going  on,  as  reflected  in  Goodyear's 
recent  upward  kick  accompanied  by 
substantial  volume.  The  stock  hit  its 
all-time  high  of  76  in  1987.  Now  it 
trades  at  53  (chart). 

One  takeover  investor  sees  little 
downside  risk  in  buying  Goodyear  de- 
spite the  recent  advance.  He  figures 
the  company  has  a  private-market,  or 
breakup,  value  of  $75  a  share— and 
"that's  without  taking  into  account  the 
famous  name  and  worldwide  franchise 
network."  Goodyear  would  be  worth 
even  more  to  a  foreign  acquirer,  this 
investor  believes.  Its  chemical,  plastic, 
and  industrial  division — which  accounts 
for  only  13%  of  sales  and  lo7o  of  prof- 
its— could  fetch  more  than  $1  billion, 
he  estimates,  or  about  $18  a  share. 
COSTLY  ESCAPE.  Another  takeover  ana- 
lyst argues  that  a  foreign  company 
won't  be  put  off  by  Goodyear's  huge 
debt  of  more  than  $3  billion,  which  was 
taken  on  to  escape  Goldsmith.  With 
working  capital  of  about  $1  billion  and 
estimated  cash  flow  of  $850  million,  or 
$14  a  share  on  estimated  sales  of  $11 
billion,  Goodyear's  debt  service  is  quite 
manageable,  this  analyst  believes. 

But  even  without  the  takeover  al- 
lure, Goodyear  is  a  "good  and  promis- 
ing long-term  investment,"  says  Jim 
Bird,  a  portfolio  manager  and  analyst 
at  Gintel  &  Co.,  which  has  been  buying 
shares.  Goodyear  is  one  of  the  few  cy- 
clical companies  around  that's  sure  to 
see  strong  earnings  growth  this  year. 


GOODYEAR  BOUNCES 
UP  AGAIN 


DAIA;  BRIDGE  INFORMATION  SYSTEMS  INC. 


says  Bird.  Why?  In  spite  of  lackluster 
auto  sales,  tire  prices  are  up,  raw-ma- 
terial costs  have  plateaued,  and  Good- 
year expects  5%  to  6%  productivity 
gains  for  1989.  The  company  posted  a 
poor  second  half  last  year,  so  an  earn- 
ings comparison  with  the  second  half 
of  1989  will  show  a  nifty  increase,  he 
believes.  Based  on  the  earnings  turn 
alone,  says  Bird,  the  stock  is  likely  to 
rise  to  65  within  the  year. 


lOW-COST  HDTV 
THAT  BEATS  JAPAN'S? 


Summa  Medical  is  an  obscure  Al- 
buquerque-based research  outfit. 
But  it  ihas  caught  the  attention 
of  the  nation's  biggest  technology, 
aerospace,  and  pharmaceutical  compa- 
nies. About  20  of  them,  including  for- 
eign companies,  have  signed  agree- 
ments of  confidentiality  with  Summa 
Medical  to  assess  Summa's  proprietary 
technology. 

What  does  this  tiny  newcomer  have 
that  these  companies  want?  A  technol- 
ogy that  Summa  says  will  help  produce 
relatively  low-cost  high-definition  tele- 
vision, believe  it  or  not.  Chairman  and 
President  Frank  Urrea  Jr.  says  the 
system,  invented  by  Summa's  Iben 
Browning,  uses  computer-aided  tech- 
nology to  enhance  images  without  hav- 
ing to  alter  existing  U.  S.  broadcasting 
standards.  Urrea  notes  that  the  HDTV 
currently  available  in  Japan  will  re- 
quire changing  U.  S.  broadcasting 
transmission  systems  to  work  here. 

Summa's  setup  generates  images  of 
a  quality  exceeding  any  HDTV  stan- 
dards currently  under  consideration  or 
use,  says  Joseph  Zanetti  Jr.,  president 


of  Summa's  Foresight  division,  whicH 
is  in  charge  of  the  HDTV  project.  Surj  j 
ma's  technology  uses  a  novel  methc) 
of  producing  images  without  phoj 
phors,  liquid-crystal  displays,  or  fibcj 
optics,  he  says,  adding:  "We  ha\! 
proof  of  the  concept,  and  we  have  pr 
duced  a  lab-bench  model."  ! 

Summa  is  looking  for  a  licensee  li 
adapt  the  technology  for  HDTV.  "We 
have  a  monochrome  prototype  by  t\hh 
end  of  September,  and  we'll  be  ente^  | 
taining  prospects  for  licensing,"  saj  { 
Zanetti.  He  won't  name  the  companiijij 
that  have  expressed  interest  in  such™ 
licensing  pact  but  adds  that  even  tn 
big  aerospace  companies  are  taking 
look,  since  the  system  has  potential  f| 
commercial  and  military  use. 

All  this  activity  is  showing  up  in  tH 
stock,  which  trades  over  the  countal 
Shares  jumped  from  around  $2  a  shaj 
to  more  than  $3  in  about  a  month. 


READING 

WESTERN'S  FUTURE  il 


any  asset-value  players  baila 
lout  of  Western  Publishiij 
I  Group  in  a  hurry  last  Octoba 
when  Gulf  &  Western  and  Westei 
Publishing  broke  off  talks.  The  sto\ 
fell  from  22  to  16.  But  now  some 
those  who  fled  are  buying  again.  Tl 
stock  has  rebounded  to  20  and  shouj 
go  even  higher,  says  a  takeover  prol 
Rumor  has  it  that  another  publish! 
is  preparing  to  make  a  bid  for  WeJ 
em.  And  this  time,  a  deal  is  likely  to  1 
struck.  Why?  One  big  Boston  investd 
who  owns  a  4%  stake,  says  that  Chal 
man  and  CEO  Richard  Bernstein  wanj 
to  sell — but  not  to  raiders  or  leverage! 
buyout  artists  who  would  surely  brea 
the  company  apart.  Several  entertail 
ment  companies  with  publishing  intq 
ests  are  eyeing  Western,  too. 

This  shareholder  believes  that  Wei 
ern,  the  nation's  largest  publisher 
children's  books,  is  worth  about  $36 
share  based  on  its  assets,  cash  flo| 
and  earnings.  Earnings  for  the  fiscl 
year  ending  Jan.  31,  1989,  grew  20%,  [ 
nearly  $30  million,  or  $1.45  a  share,  ai| 
sales  jumped  from  $457  million  to  $5 
million. 

Here's  how  he  values  Western's 
sets:  Golden  Books  division,  which 
eludes  the  Pictionary  game,  $670 
lion;  Beach/Contempo  unit,  whi^ 
produces  stationery  and  paper  napkii 
$42  million;  and  commei-cial  print 
and  creative  publishing,  $78  million, 
tal  value,  after  deducting  debt  of 
million:  $729  million,  or  $36.50  a  shaiJ 
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JCKY-GOLDSTAR  &  YOU... 


...COME  THROUGH 
WITH  FLYING  COLORS 


The  spirit  of  fair  play,  free  com- 
petition and  international  co- 
operation has  ever  been  our  driving 
force,  making  us  what  we  are  today. 
A  US$15  bilHon  enterprise  with 
over  80  offices  spanning  the  globe. 

We  work  in  pannership  with  such 
firms  as  AI&T,  Siemens,  Hitachi, 
Helena  Rubinstein  and  Caltex. 
Because  we  believe  dose  cooperation 
breeds  mutual  success. 

If  you'd  like  to  join  our  team, 
you  know  where  to  find  us.  On 
the  fast  track  to  a  better  tomorrow. 

Lucky-Goldstar. 

•Chemistry  and  resources 
•Q)nsumer  and  industrial  electronics 
•li:ade,  finance  and  engineering 
•Public  services 


1^  LUCKY-GOLDSTAR 

LGIPR-  YoidoP.O.  Box  699.  Seoul.  Korea.  Phone  (02)  785-^694 


uhemiscry  and  Resources  DLucky.  Ltd.  nHonam  Oil  Refinery  DLutky  Advanced  Materials  DLucky  PolychemicaJ  DKorea  Mining  &  Smelting  Electric  and  Electronics  DGoldstar  Co.,  Ltd  DGoldstar 
JciTiKonductot  □Goldstai  Electronic  Devices  □Goldstar  Telecommunication  DGoldstar  Electric  □  Goldstar-Alps  Electronics  DGoldstar  Precision  DGoldstar  Industrial  System's  DGoldstar  Instrument  & 
electric  DGoldstar  Electiic  Machinery  D Goldstar-Honeywell  DGoldstar  Cable  Services  DLuckv-Goldstar  International  DLucky  Securities  DLucky  Insurance  □  Goldstar  Investment  &  Finance  DPusan 
Investment  &  Finance  DLucky  Development  D  Lucky  Engineeting  D  Hee  Sung  D  Systems  Technology  Management  DLG  Credit  Card  Public  Services  &  Sports  □  Lucky-Goldstar  Sports  D  The  Yonam  Foundation 
DThe  Yonam  Educational  Institute 


Multiple  timers  let  you  automatically  fax 
different  documents  to  different  stations 
at  different  times 


Streamline  intracompam  communica- 
tions with  neii  advanced  networking 
features. 


Ston  200  i:  ;<//;?<  /  -  Dial  with 
one  touch  or  abbrei-iated  code. 


Create  a  closed  network  of  machines  to\ 
eliminate  unwanted  'junk- fax' receph 


9 

S 

\  i 

L 

P>::,:u  //.u.. a<,-  keep 
incoming  fax  messages 


Lkiii'.  C'U.it  ::>i^  iiu  n  price  updates  can  be  automatically 
sent  to.  or  polled  from,  all  fax  stations. 


Like  calling  to 
pick  up  messages 
from  an  answering 
machine,  "mailbox" 
documents  can  be  accessed 
from  a  remote  fax . 


.4  large  memory  ieisyou 
store  and  access  dozens  of 
doaiments  in  many 
productive  ways. 


Limit  fax  use  to  authorized  personnel 
with  access  ID  codes. 


Secure  sensitive  data  with  bitilt- 


Delayed  batch  transmission  sorts  and  sends 
'faxmairfor  more  e  fficient  distribution  at  specified  times.  I 


Expand  your  f axabilitiesJ 


With  the  new  Omnifax  G55  digital  fax.  you  can 
do  more  than  just  send  documents  worldwide  at  the 
touch  of  a  button. 

It  gives  you  all  the  powers  of  the 

most  advanced  Group  3  fax  —   

machine  and  more.  With  its      /  i 
expanded  memor\'  and  file  / 
functions  vou  can  create  t  


efficient,  cost-effective  internal  communication 
networks.  And  streamline  the  tlow  of  information 
in  ways  you  never  thought  possible. 

^       Plus,  its  priced  so  you  can  expand 

  —       your  faxabilities.  not  your  fax 

budget.  For  more  information 
and  a  demonstration,  call 
1-800-221-8330. 
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BusinessWeek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


MNUAL  REPORTS 

.  Eaton  Corporation 
.  Rockwell  International 

NANCIAL  PRODUCTS 
MD  SERVICES 

1.  Blue  Cross  &  Blue 
Shield  Assn. 

:.  CIGNA  Corporation 

».  Delta  Dental  Plans 

lODUCTS/SERVICES 

K  Audi  of  America 

'.  Borland 
International:  Paradox 
-  Relational  Data  Base 
Management 

>.  Canon  Custom  Series 
Typewriters 

L  Canon  Fax 

I.  CAST 

..  Diamond  Anniversary 
Band 


12.  Diners  Club 
International 

13.  Electronic 
Management  Systems 

14.  Entre  Computer 
Centers 

15.  EOSAT 

16.  Four  Seasons  Hotels 

17.  Hanson  Industries 

18.  IBERIA  -  Lineas 
Aereas  de  Espana 

19.  Johnson  Controls 

20.  Kinnevik 

21.  Learning  International 

22.  Lucky-Goldstar 

23.  Meridien  Hotels 

24.  Midland  Engineering 

25.  Mita  Copystar 
America,  Inc. 

26.  Mitsubishi  Electronics 
America, 
Inc./Information 
Systems  Division 


27.  Nikko  Hotels 
International  -  Hong 
Kong 

28.  OMNIFAX/ 
Telautograph 

29.  OMNINOTE/ 
Telautograph 

30.  Peninsula  Hotel 

31.  Schott  Corporation 

32.  Siemens 

33.  Tandem  Computers 

34.  Toshiba  America 
Information  Systems 
Computer  Systems 
Division 

35.  U.S.  Postal  Service 
Express  Mail 

AREA  DEVELOPMENT 

36.  Iowa  Department  of 
Economic 
Development 


DRUGS I 


A  SHINY  NEW  WEAPON  IN 
THE  WAR  ON  CANCER:  LIGHT 


jEt: 


Photo-activated  drugs  destroy  tumors — but  not  other  cells 


Physicians  in  ancient  Egypt  noticed 
that  people  who  ate  a  weed  that 
grows  along  the  banks  of  the  Nile 
sunburned  easily  even  if  exposed  to  indi- 
rect sunlight.  And  they  found  that  the 
plant  could  treat  a  blotchy  skin  disorder 
called  vitiligo. 

What  the  Egyptians  didn't  know  was 
that  light  hitting  the  skin  turned  a  nor- 
mally benign  substance  in  the  plant  into 
a  potent  drug.  Several  thousand  years 
later,  the  active  compound  in  this  plant 
has  become  the  model  for  a  new  class  of 
light-activated  drugs.  Drugmakers  are 
trying  to  turn  photo-activated  chemicals 
into  highly  specific  weapons  against  a 
variety  of  serious  diseases. 

Already  in  advanced  clinical  testing 
are  new  drugs  that  can  be  targeted  to 
destroy  several  types  of  cancer.  These 
light-activated  drugs  may  also  soon  be 
used  to  kill  contaminants,  such  as  the 
AIDS  virus,  in  donated  blood.  "The  beau- 
ty of  light-activated  drugs  is  that  you 
can  control  them  much  more  effectively 
than  other  drugs,"  says  Richard  L.  Edel- 
son,  head  of  dermatology  at  Yale  School 
of  Medicine,  which  is  testing  the  drugs 
against  cancer.  "As  soon  as  you  turn  the 
light  oif,  the  drug  reverts  back  to  a 
harmless  state." 

KILLER  OXYGEN.  Modem  research  on 
light-activated  drugs  has  been  under 
way  for  almost  20  years.  But  the  first 
big  drug  company  to  give  these  drugs  a 
try  was  Johnson  &  Johnson.  Scientists 
there  developed  Photofrin,  a  derivative 
of  natural  substances  called  porphyrins. 
Normally  harmless,  porphyrins  are  part 
of  the  hemoglobin  in  red  blood  cells.  But 
when  they  are  stripped  of  their  iron 
core,  they  produce  a  highly  toxic  form  of 
oxygen  that  destroys  cells  when  they 
are  exposed  to  light. 

In  1985,  .J&.]  set  up  a  company  called 
Photomedica  Inc.  to  market  its  light-acti- 
vated drug,  but  after  two  years  of 
struggling  with  regulatory  problems, 
Photomedica  was  put  up  for  sale.  James 
J.  Miller,  president  of  Quadra  Logic 
Technologies  Inc.  (QLT),  a  Vancouver  bio- 
technology company,  and  four  fellow  sci- 
entists at  the  University  of  British  Co- 
lumbia jumped  at  the  chance.  Backed  by 
a  promise  of  $20  million  from  American 


Cyanamid  Co.,  Quadra  Logic  in  1987 
bought  Photomedica  and  the  patent 
rights  to  Photofrin. 

Now,  QLT  is  testing  the  substance  on 
cancer  patients  at  more  than  50  centers. 
The  company  hopes  to  begin  marketing 
Photofrin  through  Cyanamid's  Lederle 


HOW  LIGHT-ACTIVATED  DRUGS 
KILL  CANCER 


4  THE  PROBLEM  IS  THAT 
CANCER  CELLS  ARE  FOUND 
NEAR  HEALTHY  CELLS.  HOW  DO 
YOU  DESTROY  THE  BAD  WITH- 
OUT HARMING  THE  GOOD? 


►  WHEN  A  LIGHT-AQIVATED  DRUG 
IS  INJECTED  INTO  THE  PATIENT,  IT  IS] 
ABSORBED  BY  BOTH  THE  NORMAL 
AND  THE  CANCEROUS  CELLS 


4  BUT  CANCER  CELLS  MORE 
READILY  RETAIN  THE  DRUG. 
AFTER  TWO  DAYS,  IT  REMAINS 
ONLY  IN  THE  TUMOR  CELLS 


►  A  BURST  OF  LASER  LIGHT 
THEN  MAKES  THE  DRUG 
RELEASE  A  TOXIC  FORM  OF 
OXYGEN,  DESTROYING  ONLY 
THE  CANCER  CELLS 


DATA:  BW 


Laboratories  in  1992.  Unlike  radiation  or 
chemotherapy,  the  light-activated  drug 
kills  only  the  cancerous  cells  and  leaves 
healthy  tissues  intact.  That's  because  it 
accumulates  in  cancer  cells,  not  normal 
ones.  So  treatment  can  be  repeated  fre- 
quently without  damaging  nonmalignant 
cells  and  endangering  the  patient.  "The- 


m 


oretically,  the  power  of  the  techno 
for  killing  cells  is  truly  remarkable 
can  be  far  more  devastating  than  ch(  iik 
therapy,"  says  Dr.  Eli  Glatstein,  chii 
radiation  oncology  at  the  National  (Jiji'^ 
cer  Institute. 
What's  making  it  possible  to  put  li 
activated  drugs  to  w 
are  medical  lasers 
fiber-optic  probes 
can  deliver  the  spe 
wavelengths  of  1 
needed  to  activate 
drugs  directly  to 
cancerous  tissue, 
treat  cancer,  the  dru 
first  injected  into  the 
tient,  where  it  collect 
tumor  cells  but  is  slo 
expelled  from  nea: 
healthy  cells. 

Two  days  later, 
powered  laser  light 
channeled  throughia 
fine  fiber-optic  probe#_ 
the  cancer  site,  wher|ji(e 
switches  on  the  dr^itiii 
The  affected  area,  (I'lii 
course,  must  be  accep-il 
ble  to  the  light.  Iteif 


'Ji; 


wavelength  of  light 
activates  Photofrin  p| 
etrates  only  a  few  m^'M. 
meters  into  tissue,  is 
the  treatment  will  ilit 
work  on  deep  tumci 
And  there  is  the  sa 
vexing  side  effect  til 
alerted  the  Egyptians; 
the  vitiligo  cure:  li 
tients  run  the  risk  of 
vere   sunburn  unld 
they  stay  out  of  the  s] 
for  at  least  a  month 

Still,  in  tests  Phoi 
frin  has  been  success; 
against  some  kinds 
bladder,  skin,  lung,  and  esophagus  a 
cers.  And  Quadra  Logic  says  it  has  ( 
veloped  another  substance  that  ov 
comes  some  of  Photofrin's  diflficulties 
A  recent  entry  into  light-activat 
drugs  is  U.  S.  Bioscience  Inc.,  a  biotecl 
nology  company  in  Blue  Bell,  Pa.,  whii 
has  teamed  up  with  Eastman  Kodak 
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3Ugh  U.  S.  Bioscience  has  not  yet 
n  tests  on  humans,  it  is  experiment- 
,vith  a  group  of  Kodak  dyes  called 
iums.  These  are  turned  on  by  light 
,  longer,  more  penetrating  wave- 
;h,  so  they  may  be  effective  against 
er  tumors.  Also,  U.  S.  Bioscience  is 
:ing  on  a  technique  that  would  deliv- 
le  drug  directly  to  the  tumor,  avoid- 
jensitizing  the  skin  to  sunlight. 
)D-CLEANING.  Looking  toward  the 
re,  scientists  at  the  National  Cancer 
tute  and  at  QLT  are  exploring  anoth- 
lea:  photo-activated  drugs  that  pro- 
their  own  source  of  light.  The  scien- 
,'  goal  is  to  eliminate  lasers 
rather  by  binding  the  photo-active 
;  to  a  light-emitting  substance  called 
'erin — the  luminescent  compound 
by  fireflies.  When  the  drug  is  con- 
rated  in  the  tumor  cells,  luciferin 
i  be  turned  on  by  injecting  an  en- 
s  into  the  patient,  making  it  possible 
sach  tumors  anywhere  in  the  body 
out  surgery.  "This  will  be  the  ideal 
I  to  develop,"  says  Dr.  Stuart  L. 
:us,  Lederle's  clinical  project  manag- 
'something  to  really  salivate  about." 
eanwhile,  light-activated  drugs  may 


rheoretically,  the  power 
•  killing  cells  is  remarkable, 
'far  more  devastating 
than  chemotherapy' 


1  take  on  other  medical  tasks.  QLT  is 
)tiating  a  joint-venture  contract  with 
ter  International  Inc.,  whose  Baxter 
rem]  Laboratories  is  a  leading  pro- 
r  of  blood  bank  supplies  and  prod- 
.  If  the  deal  goes  through,  the  com- 
es will  try  to  develop  a  system  that 
enable  blood  banks  to  clean  blood  of 
)  and  hepatitis  viruses,  among  oth- 
They  could  save  millions  of  dollars 
lot  having  to  destroy  tainted  blood — 
eliminate  the  risk  to  donors, 
be  idea  is  to  mix  the  light-activated 
I  into  the  blood  and  then  hit  it  with  a 
it  of  light.  In  laboratory  tests,  the 
I  seems  to  kill  the  viruses  without 
Tfiing  the  blood  cells.  QLT's  Miller  es- 
ites  that  the  blood  bank  market  for 
system  could  top  $160  million  a  year. 
1  addition,  the  new  drugs  may  offer 
itment  for  venereal  warts,  the  fasl- 
growing  sexually  transmitted  dis- 
i.  There's  also  hope  that  they  may  be 
d  to  unclog  arteries — possibly  becom- 

an  alternative  to  bypass  surgery. 
■  it's  already  clear  that  from  the 
ks  of  the  Nile  has  come  a  potent  new 
IS  of  drugs. 

By  Stephanie  Yanchinski  in  Toronto 
'  Naomi  Freundlich  in  New  York 


It  Pays  to 
Advertise  in  the 
Business  Week 
Market-Place 

The  Business  Week  Market-Place 
Classified  Section  is  a  special  adver- 
tising feature  appearing  in  the  first 
issue  of  every  month.  The  fvlarket- 
Place  provides  an  ideal  'Showcase' 
for  advertisers  who  have  products  or 
services  that  appeal  to  Business 
Week's  more  than  6.2  million  respon- 
sive readers.  Classification  Headings 
include;  Business  Opportunities, 
Business  Services,  Financial  Ser- 
vices, Computers/Office  Equipment, 
Travel,  Recruitment,  Real  Estate, 
Executive  Gifts,  and  Health.  Sched- 
ule your  offer  in  the  Business  Week 
Market-Place  It  attracts  strong 
reader  interest  and  response.  For 
rates  and  information  mail  the  Cou- 
pon below,  or  call  (312)  337-3090. 
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How  Fujitsu  helps 
a  legendary  railroad 
make  history. 


The  Union  Pacific  Railroad  is  not  just  a 
company,  it's  a  call  to  thie  consciousness  of 
a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory,  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

Settled  the 
American  West 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands  of  pi- 
oneers into  the  world  of  wide  open  spaces. 
It  made  history  then,  and  it's  still  making 
history:  today  it  is  one  of  America's  most 
progressive  railroads,  with  23,000  miles  of 
track  in  20  states,  30,000  employees,  and  a 
reputation  for  far-sighted  thinking  in  every 
area  of  its  operations— including  its  remark- 
able communications  network. 

Nationwide 
network 

Union  Pacific  owns  a  private  voice  and 
data  communications  network,  one  of  the 
largest  in  the  world.  Covering  tens  of  thou- 
sands of  miles  nationwide  and  functioning 
as  the  railroad's  central  nervous  system,  it 
is  extremely  sophisticated  and  absolutely 
crucial  to  the  company's  success.  Which  is 


why,  when  Union  Pacific  recently  decided 
to  upgrade  the  network,  it  turned  to  Fujitsu. 

Number  one 
computer  maker 

Fujitsu  is  Japan's  number  one  com- 
puter maker,  and  one  of  the  world's  top 
telecommunications  makers,  with  100,000 
employees,  annual  sales  of  $16  billion,  and 
projects  completed  in  a  hundred  countries. 
A  high-tech  giant  that's  a  major  force  in  the 
global  information  revolution,  Fujitsu  gave 
Union  Pacific  a  multi-nodal  integrated  voice 
and  data  communications  system  that  is 
the  next  generation  of  business  telecom- 
munications. The  system  will  boost  prod- 
uctivity, upgrade  customer  service,  and 
help  the  railroad  keep  making  history- by 
helping  it  be  what  it  has  always  been;  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SchrimpI  of  Fujitsu  before  tlie  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  the  most  advanced  in 
the  world,  to  function  as  node  points  in  its  nation- 
wide communications  network.  For  information  call 
Fujitsu  Business  Communication  Systems  at 
1-800-654-0715. 


FUJITSU 


The  global  computer  &  communications  company. 


Foity;five  years  ago,  our  freedom 

W3S  OO  the  line  ^^^"^  production  line. 

Because  in  Europe  and  the  Pacific.  Americas 
fighting  forces  needed  a  new.  longer-range  heavy  bomber.  And  on  our  assembly  lines  ir 
Ft.  Worth  and  San  Diego,  and  on  others  across  the  country,  Americas  working  forces 
responded.  At  peak  production  in  Ft.  Worth,  more  than  30,000  workers,  toiling  around  th 
clock,  were  building  a  new  B-24  every  four  hours. 

Now  we  are  helping  to  build  one  more.  By  making  a  grant  to  help  restore  one  of  our 
original  B-24s  to  its  original  condition.  Soon  a  B-24  Liberator,  which  first  flew  in  the 
Pacific,  will  fly  again,  this  time  in  air  shows  around  the  USA. 

Not  as  a  symbol  of  American  military  might.  Or  of  American  manufacturing  muscle 
But  of  the  American  spirit  which  makes  them  GENERAL  DYNAMICS 
both  possible.  a  Strong  Company  For  A  Strong  Country, 


in 
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Bvelopments  to  Watc 


D  EMILY  T.  SMITH 


EAKING  DOWN  THE  BARRIERS 
BAR  DRUGS  FROM  THE  BRAIN 


I 


t  would  be  a  lot  easier  to  treat 
neurological  disorders,  cancer, 
AIDS,  and  a  host  of  other  dis- 
eases if  drug  designers  could  de- 
liver drugs  directly  to  the  brain. 
But  they  are  continually  bump- 
ing up  against  the  so-called 
blood-brain  barrier.  The  system 
of  capillaries  that  supplies  brain 
cells  with  oxygen  and  critical  nu- 
trients also  acts  as  a  barrier  to 
many  chemicals  found  in  the 
blood — including  most  drugs. 
Now,  for  the  first  time,  Al- 
es Inc.,  a  Cambridge  (Mass.)  biomedical  company,  has 
loped  a  model  of  a  human  blood-brain  barrier  that  will 
its  researchers  design  drugs  to  cross  over  into  the  brain, 
artificial  barrier  is  made  up  of  a  sheet  of  the  endothelial 
that  line  the  brain's  capillaries.  Researchers  are  exploring 
•al  ways  compounds  can  cross  the  barrier:  Fat-soluble 
:ances  pass  through  the  cells;  others  are  carried  across  by 
lins.  According  to  Stuart  P.  Davidson,  president  of  Al- 
es, the  artificial  barrier  should  provide  a  quick  and  inex- 
,ve  alternative  to  animal  tests  when  screening  new  drugs. 


Fl  FO  FUM,  SCIENTISTS 

ELL  THE  BLOOD  OF  A  BACTERIUM 


you  are  what  you  eat,  so  are  bacteria.  Biolog  Inc.  in 
lyward,  Calif.,  has  come  up  with  a  way  of  using  the 
le  menu  of  chemicals  each  bacteria  gobbles  up  to  quickly 
ify  hundreds  of  different  t\"pes.  The  technology,  which 
ompany  calls  "breathprints,"  may  aid  in  the  detection  of 
se  and  help  spot  contaminants  in  cheese  or  winemaking. 
e  group  of  310  species  of  bacteria,  so-called  gram  nega- 
bugs  that  cause  such  diseases  as  influenza,  pneumonia, 
gonorrhea,  consume  a  total  of  96  different  chemicals.  But 

bacterium  eats  a  different  combination.  So  the  scientists 
ed  a  culture  plate  with  96  wells,  each  filled  with  one  of 
hemicals  and  a  dye.  Samples  of  an  unidentified  bacterium 
)laced  in  each  of  the  wells.  If  the  bacterium  metabolizes 
hemical,  the  dye  turns  purple.  By  analyzing  the  pattern  of 
veils  that  have  turned  color  and  comparing  it  with  a  data 

of  patterns  made  by  known  bacterium,  a  computerized 
ument  can  quickly  match  a  name  to  the  bug.  An  automat- 
istrument  that  reads  the  culture  plates  and  a  personal 
)uter  to  analyze  those  bacteria  sell  for  under  $14,000. 


FERPILLARS  DON'T  COTTON 
THIS  COTTON 


few  weeks  ago  in  Mississippi,  some  pretty  unusual  cotton 
went  into  the  ground.  It's  the  first  field  test  of  cotton 
has  been  genetically  modified  to  resist  insect  pests.  A 
1  of  scientists  at  Agracetus  in  Middleton,  Wis.,  a  joint 
lire  of  Cetus  Corp.  and  W.  R.  Grace  &  Co.,  inserted  a  gene 
1  a  common  soil  bacterium  into  the  genetic  code  of  the 
m  plants.  The  new  gene  causes  the  plants  to  produce  a 
iin  that  kills  caterpillars  that  feed  on  young  cotton  bolls, 
the  greenhouse,  caterpillars  that  ate  the  leaves  of  the 


altered  plants  either  died  or  showed  stunted  growth.  In  the 
field  test,  scientists  hope  that  the  built-in  protection  will  help 
prevent  losses  to  the  pests  at  the  early  stage  in  the  plant's 
development.  If  the  test  is  successful,  the  new  cotton  plants 
could  lead  to  major  savings  for  cotton  producers  and  reduce 
the  amount  of  chemical  pesticides  needed  to  protect  the  crop. 
In  1988,  caterpillar  pests  cost  U.  S.  cotton  growers  an  estimat- 
ed $120  million  for  chemical  controls  and  lost  yield.  If  the  test 
goes  well,  company  officials  estimate  that  the  insect-resistant 
cotton  could  be  ready  for  market  in  as  little  as  four  years. 


LIGHT  FIXTURES  THAT 

REFLECT  WELL  ON  THE  BOTTOM  LINE 


Any  sunbather  who  has  used  a  reflector  knows  that  the 
shiny  surface  increases  the  intensity  of  the  sun's  rays. 
Apply  that  principle  to  lighting,  which  accounts  for  50%  of 
office  building  energy  consumption,  and  it  means  big  savings. 

That's  just  what  Pre  Finish  Metals  Inc.  has  done.  The  Elk 
Grove  Village  (111.)  company  has  developed  a  reflective  silver 
material  to  install  behind  fluorescent  lighting  fixtures.  Its 
mirrored  surface  bounces  light  into  the  work  area,  cutting 
fluorescent  lighting  costs  by  as  much  as  509^.  White,  painted 
metal  is  generally  installed  behind  fluorescent  fixtures,  but  it 
traps  some  light  and  converts  it  to  heat.  Install  Pre  Finish 
reflectors,  and  two  bulbs  provide  the  same  amount  of  light  as 
a  standard  four-light  fixture. 

Early  this  year  McDonnell  Douglas  Helicopter  Co.  installed 
the  reflectors  on  about  7,000  fixtures.  The  company  expects  to 
recoup  the  cost  of  installation,  about  $45  to  $60  a  fixture, 
within  nine  months  and  save  nearly  $250,000  a  year  on  lighting 
costs.  Depending  on  utility  rates,  the  reflectors  can  save  $18  to 
$70  per  fixture  in  energy  costs  each  year. 


WHY  JAPANESE  CHIPMAKERS  KEEP 
LEAPFROGGING  U.S.  RIVALS 


Sematech's  nightmares  seem  to 
be  coming  true.  The  Austin 


(Tex.)  research  consortium  was 
formed  to  restore  the  luster  of 
U.  S.  chipmaking,  and  one  of  its 
central  goals  is  to  assure  the  con- 
tinued vitality  of  American  suppli- 
ers of  semiconductor  production 
equipment.  But  recently,  Perkin- 
Elmer  Corp.,  the  world's  leading 
producer  of  chipmaking  equipment 
during  most  of  the  1980s,  decided 
to  bow  out. 

Now,  VLSI  Research  Inc.,  a  San 
Jose  (Calif.)  consultant,  reports 
that  Japan's  makers  of  production 
equipment  racked  up  solid  market 
gains  again  last  year.  Tokyo  Elec- 
tron leaped  from  the  No.  6  slot  in 
1987  to  No.  2  behind  first-place  Ni- 
kon Corp.  And  Canon  Inc.  moved  to  No.  6  from  No.  7.  Just  10 
years  ago,  the  best  that  any  Japanese  company  could  manage 
was  15th,  held  by  the  company  that  later  became  Advantest 
Corp.  Last  year,  Varian  Associates  Inc.  was  the  only  U.  S. 
supplier  to  move  up  on  the  top  10  list. 

The  trend  worries  Silicon  Valley  because  new  Japanese  chip 
equipment  tends  to  be  available  to  Japanese  customers  six 
months  or  more  ahead  of  overseas  companies.  In  the  frenetic 
semiconductor  game,  six  months  can  be  a  disastrous  delay. 


TOP  10 
CHIP-EQUIPMENT 
MAKERS 


1988 

Company 

1 

NIKON 

2 

TOKYO  ELECTRON 

3 

ADVANTEST 

4 

APPLIED  MATERIALS 

5 

GENERAL  SIGNAL 

6 

CANON 

7 

VARIAN 

8 

PERKIN-ELMER 

9 

TERADYNE 

10 

LTX 

DATA:  VLSI  RESEARCH  INC. 
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MjcrosoflExcd  for  Windows  " 


Personal  comput- 
ing is  going  through  a 
profound  change. 

And  that  calls  for 
an  immediate  decision. 

Should  you  stay  on 
the  path  of  Lotus'  1-2-3," 
the  traditional  leader  in  character-based 
spreadsheets?  Or  should  you  turn  to  Micro- 
soft' Excel  for  Windows,  the  emerging  stan- 


dard for  gi'aphical  environments? 

To  find  the  answer,  youd  probablyi 
to  make  a  comparison—without  ha^ii.  ^ 
to  make  a  commitment.  Which  is  wh}\^  \ 
made  the  Working  Model  of  Microsoft  Ec  ^ 
fully  functional,  but  absolutely  free.      ^  ,i 

Like  the  full-length  version,  it  actii  ^ 
reads  and  writes  1-2-3  files.  So  you  can  B^^ 
your  very  own  worksheets  while  you  (is 
cover  the  time-saving  power  of  intelligdt  - 


Customers  in  Canada,  call  (416)  673-9811  Outside  North  America,  call  f206)  882-8661.  €j  Copyright  1989  Miaosoft  Corporation  All  rights  reserved  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  s 


Iculation.  And  the  simplicity  of  multi- 
inkable  worksheets.  And  the  beauty  of 
)mized  graphs  and  charts. 

Not  to  mention  the  satisfaction  of  true, 
plete  WYSIWYG  and  Print  Preview. 

All  of  which  is  likely  to  reinspire  that 
I  you  felt  on  the  very  first  day  you  dis- 
red  electronic  spreadsheets. 

But  back  to  the  future.  Call  us  at  (800) 
3-3577  Dept.  J59,  for  your  free  Working 


Model  of  Microsoft  Excel.  We  predict  it'll 
make  choosing  between  character-based 
and  graphics-based  spreadsheets  a  good 
deal  easier  However,  if  you're  still  trying  to 
decide  between  the  two,  just  bear  in  mind 
what  attracted  you  to  personal  computing 
in  the  first  place.  Vision. 

Microsoft 

Making  it  all  make  sense: 


ilHm.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  When  ordenng  the  Working  Model  of  MiCTosoft  Excel  for  Windows,  inquire  about  speafic  system  requirements.  Good  only  in  the  50  United  Stales. 
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EDITED  BY  MARC  FRONS 


Health 


KEEPING  YOUR  TICKER 
RUNNING  LIKE  OOCKWORK 


You've  probably  heard 
most  of  the  conven- 
tional wisdom  about 
how  to  avoid  strokes  and 
heart  attacks.  Stay  away 
from  salt  and  cigarettes,  and 
you'll  keep  your  blood  pres- 
sure down.  Steer  clear  of  sat- 
urated fats,  and  your  arteries 
won't  become  clogged  with 
cholesterol  deposits. 

But  if  you're  male,  20  years 
or  older,  still  savor  eggs,  but- 
ter, steak,  and  ice  cream,  are 
30%  or  more  overweight,  or 
have  diabetes,  your  arteries 
may  be  hardening  anyway. 
Especially  if  you  smoke  more 
than  10  cigarettes  a  day,  exer- 
cise sporadically,  if  at  all,  and 
your  family  has  a  history  of 
heart  disease.  For  women,  the 
risk  increases  after  they 
reach  menopause. 

The  first  thing  to  do  is  have 
your  cholesterol  checked.  If 
you  have  two  or  more  of  the 
risk  factors  and  your  total 
cholesterol  level  is  somewhere 
between  200  and  240  milli- 
grams per  deciliter  of  blood, 
what  doctors  consider  border- 
line, you  may  be  developing 
coronary  artery  disease.  Even 
if  your  total  cholesterol  level 
is  "desirable"  and  under  200 
mg/dl,  you  could  be  at  risk. 
PLAQUE  ATTACK.  More  than  65 
million  Americans  have  symp- 
toms of  cardiovascular  dis- 
ease, according  to  the  Ameri- 
can Heart  Assn.,  and  25%  of 
them  are  in  the  high-risk  cate- 
gory. Coronary  atherosclero- 
sis, more  commonly  known  as 
hardening  of  the  arteries, 
eventually  leads  to  heart  fail- 
ure and  is  responsible  for 
more  than  550,000  deaths  in 
the  U.  S.  annually. 

Assuming  you  don't  have  a 
genetic  disorder,  the  disease 
results,  very  simply,  from  a 
combination  of  overdosing  on 
saturated  fats  and  not  getting 
enough    aerobic  exercise. 


That's  not  to  say  you  should 
try  to  avoid  cholesterol  alto- 
gether. Your  body  needs  cho- 
lesterol to  function  and  uses 
it  to  build  cell  membranes  and 
produce  steroid  hormones  in 
sexual  organs  and  adrenal 
glands.  Scientists  also  think  it 
may  help  in  digestion.  But  not 
all  cholesterol  gets  processed 
in  beneficial  ways. 

On  its  own,  the  liver  makes 
about  75%  of  the  cholesterol 
in  your  body.  The  rest  comes 
from  the  saturated  fats  that 
the  liver  converts  to  cho- 
lesterol and  the  cholester- 
ol from  the  food  you  eat. 
The  liver  also  makes  mol- 
ecules called  VLDLs  (very 
low-density  lipoproteins) 
which  carry  cholesterol 
and  triglycerides,  fat-like 
substances  that  provide 
the  body  with  energy, 
through  the  bloodstream. 
Once  the  VLDLs  unload 
the  triglycerides  into  the 
body's  tissues,  they  be- 
come LDLs  (low-density  li- 
poproteins)— so-called 
"bad"  cholesterol. 

LDLS  are  composed  of 
60%  to  80%  cholesterol 
and  travel  throughout 
the  circulatory  system 
delivering  cholesterol  to 
cell  walls,  which  are  lined 
with  LDL  receptors.  Nor- 
mally these  receptors  will 
absorb  the  LDLs  and  use 
their  cholesterol  efl^cient- 
ly.  But  if  your  diet  is 
loaded  with  cholesterol, 
there  may  not  be  enough 
receptors  to  absorb  all 
the  LDL.  That's  where  the 
trouble  begins. 

With  nowhere  to  go, 
the  excess  LDLs  keep 
floating  through  the 
bloodstream  until  they 
are  ultimately  deposited 
on  the  walls  of  your  ar- 
teries. And  in  a  worst- 
case  scenario,  the  arter- 


ies narrow  so  much  that  they 
become  completely  clogged. 

That's  where  hdls,  or  high- 
density  lipoproteins,  come  in. 
HDLS  are  the  so-called  "good" 
cholesterol.  The  role  of  hdls 
is  less  clear,  but  it's  widely 
believed  that  HDL  molecules 
are  "good"  because  they 
work  to  remove  excess  LDLs 
from  the  lining  of  the  blood 
vessels.  The  theory  is  that 
HDLS  participate  in  a  process 
called  "reverse  cholesterol 
transport"  and  transfer  the 


excess  LDLs  back  to  the 
where  they  are  broken  do^' 

The  key  questions  herej 
what  the  ratios  of  LDLs 
HDLS  are  to  each  other  and 
your  total  cholesterol  level 
quick  way  of  determinBsis 
your  status  is  to  divide  yBs' 
total  cholesterol  by  your 
says  Dr.  Glenn  Griffin,  autj 
of  Good  Fat,  Bad  Fat: 
to  Lower  Your  Cholestero 
Beat  the  Odds  of  a  Heart] 
tack.  If  the  ratio  is  4.5  or  It;! 
low,  you're  in  good  shail"tJ( 
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Griffin  considers  3.5 
lal.  For  example,  if  \'our 
ill  cholesterol  is  210  and 
HDL  is  55,  the  ratio  is  3.8. 
u  can  find  out  all  this  by 
ig  a  full  lipoprotein  pro- 
one.  This  is  not  the  same 
iving  your  finger  pricked 
he  portable  analyzer  at 
office's  health  center  or 
local  mall.  \Maile  these 
do  accurately  indicate 
total  cholesterol  level, 
don't  supply  the  ratios, 
h  can  be  found  only  after 
ng  12  to  14  hours, 
ictors  recommend  having 
lipoprotein  profile  done 
e,  six  to  eight  weeks 
t,  as  the  tests  are  diffi- 
to  analyze  and  so  have  a 
margin  for  error, 
merally,  your  best  course 
raise  your  HDL  cholester- 
vel  and  lower  your  LDL, 
•ding  to  the  Framingham 
t  Study,  a  project  that 


CHOLESTEROL  CONTROL 

FOODS  TO  EAT  MORE  OF... 


Soturated  fat 

(grams) 

Cholesterol 
(milligrams) 

Beans  and  legumes,  1  cup 

trace 

0 

Cottage  cheese,  1  cup  nonfat 

0.3 

0 

Nonfat  (skim)  milk,  1  cup 

0.3 

trace 

Light  oat-bran  bread,  1  slice 

0.2 

0 

Poultr>-,  3  oz.,  light  meat,  no  skin 

1.0 

70 

Tuna,  3  oz..  in  water 

0.3 

50 

...  AND  THOSE  TO  CUT  DOWN  ON 

Butter,  1  tablespoon 

7.0 

30 

Cream  cheese,  1  oz. 

6.0 

30 

Egg 

1.7 

275 

Homogenized  milk.  1  cup 

5.0 

33 

Shrimp,  3  oz.,  boiled  or  broiled 

0.5 

160 

Steak,  marbled,  3  oz. 

11.0 

90 

DATA;  GOOD  FA  T,  BAD  FA  T  HOW  TO  LOWER  YOUR  CHOLBTBtOL  &  BCAT  THE  ODDS  OF  A  HEART  A  TTACK, 
AUTHORS;  QiN  C.  GRIFFIN,  M  D  ,  AND  WIUIAW.  P  CASTRU,  M  D.,  RSHER  BOOKS,  1989 


has  measured  the  risk  of 
heart  disease  in  thousands  of 
Americans  for  40  years.  The 
National  Cholesterol  Educa- 
tion Program,  under  the  aus- 
pices of  the  National  Insti- 


tutes of  Health,  says  that  a 
desirable  LDL  level  is  one  be 
low  130  mg/dl,  while  border- 
line is  130  to  160.  If  your  LDL 
level  is  above  160,  your  doctor 
will  likely  suggest  drug  thera- 
py. The  readings  for  HDL 
levels  are  far  lower,  but 
any  reading  under  35  is 
considered  dangerous 
while  any  reading  over  50 
mg/dl  is  considered 
healthy.  Basically,  the 
higher  the  HDL  reading, 
the  lower  the  risk. 

It's  easier  to  lower 
your  LDL  than  to  raise 
your  HDL.  The  best  way 
to  raise  HDL  is  to  work 
out  at  least  three  times  a 
week  for  20  minutes  at  a 
time,  says  Dr.  Kenneth 
Cooper,  author  of  Con- 
trolling Cholesterol. 

The  most  effective  way 
to  lower  your  LDL,  apart 
from  taking  medication, 
is  to  eliminate  saturated 
fats  from  your  diet  while 
increasing  your  consump- 
tion of  monounsaturated 
and  poKtinsaturated  fats, 
though  polyunsaturates 
have  been  the  source  of 
some  dispute  lately. 
Some  studies  have  shown 
that  these  fats  not  only 
reduce  LDL  levels  but 
also  reduce  HDLs  as  well. 

Polyunsaturated  fats 
are  found  in  fish,  other 
seafood,  and  such  vegeta- 
ble oils  as  soybean,  com, 
sunflower,  and  safflower. 
Monounsaturated  fats 
are  found  in  olive,  pea- 
nut, and  rapeseed  oils. 


Saturated  fats  are  found  in 
meat  and  dain."  products,  spe- 
cifically animal  organs,  fatt\- 
cuts  of  meat,  and  any  product 
made  with  whole  milk  or 
cream.  Palm  and  coconut  oils 
also  contain  saturated  fat. 

Some  high-fiber  carbohy- 
drates such  as  oat  bran, 
browTi  rice,  barley,  and  dried 
beans,  seem  to  lower  LDL  lev- 
els without  having  an  ill  ef- 
fect on  HDLs. 

Omega-3  fattj^  acids,  which 
make  up  from  .5%  to  AQ7c  of 
the  fat  in  fish,  have  long  been 
hailed  as  effective  in  lowering 
excess  cholesterol.  Especially 
high  levels  of  Omega-3  are 
present  in  oily,  strong-smell- 
ing fish  such  as  tuna,  herring, 
sardines,  and  mackerel.  A  re- 
cent study  at  Vanderbilt  Uni- 
versity' showed  that  400-calo- 
rie  doses  of  fish  oil  can  also 
lower  blood  pressure. 

But  don't  trade  in  your  oat 
bran  for  fish  oil,  yet.  "You'd 
have  to  eat  over  two  pounds 
of  tuna  a  day  to  get  the 
amounts  of  Omega-3  we're 
talking  about,"  says  Dr.  How- 
ard Knapp,  of  Vanderbilt. 
"And  this  amount  of  oil  will 
thin  your  blood,  so  we're  not 
yet  recommending  it." 
COSTLY  CURES.  If  modifying 
your  diet  doesn't  work,  your 
doctor  will  probably  prescribe 
one  of  the  growing  arsenal  of 
drugs  to  combat  high  choles- 
terol. Bile-acid  sequestrants, 
such  as  cholestjTamine  and 
colestipol,  and  nicotinic  acid 
have  been  on  the  market  the 
longest.  All  have  been  proven 
to  reduce  the  risk  of  coronar\' 
heart  disease  by  lowering  LDL 
cholesterol  15''  to  Lova- 
statin  is  a  relatively  new  drug 
that  lowers  LDL  levels  by  25% 
to  45%,  but  its  long-term  ef- 
fects haven't  been  estab- 
lished. Gemfibrozil  lowers  LDL 
by  5%  to  15%  in  some  pa- 
tients, but  raises  it  in  others. 
Probucol  lowers  LDL  by  10% 
to  15%  but  may  also  lower 
HDL  cholesterol  by  up  to  25%. 

Clearly,  you'll  have  to  do 
more  than  give  up  fast  food 
and  play  golf  once  a  week  if 
you  want  to  stave  off  cardio- 
vascular disease.  But  if  keep- 
ing your  arteries  clean  helps 
you  avoid  heart  trouble  or 
surgen,-  later  on  in  life,  you'll 
be  glad  you  did.     Laura  Zinn 
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Smart  Money 

YOUNG  FUNDS 
WITH  AN  EYE  ON  1992 


Europe  is  hot.  In  1992,  the 
European  Community 
will  relax  age-old  trade  barri- 
ers among  its  12-member  na- 
tions. With  protectionism 
giving  way  to  free  trade,  Eu- 
ropean companies  are  scram- 
bling for  position  to  grab 
market  share  in  the  new  or- 
der of  things.  As  a  result,  a 
wave  of  American-style  take- 
overs and  leveraged  buyouts 
has  hit  Europe. 

One  way  for  American  in- 
vestors to  get  in  on  the  ac- 
tion is  to  buy  shares  of  a 
U.  S.  mutual  fund  that  in- 
vests in  European  stocks. 
"Double-digit  performance 
growth  is  achievable  in  the 
next  six  to  nine  months," 
says  Rory  Powe,  the  London- 
based  manager  of  MIM  Bri- 
tannia. Powe  manages  a  no- 
load  fund,  called  the 
Financial  Strategic  European 
Portfolio,  for  Denver-based 
Financial  Programs. 
WHArs  BREWING.  Several  in- 
dustries are  poised  to  benefit 
from  the  lowering  of  barri- 
ers. For  centuries,  Germa- 
ny's purity  law  has  discour- 
aged the  importation  of  most 
beers  from  other  countries, 
for  example.  As  this  restric- 
tion is  eased  (and  assuming 
Germans  develop  a  taste  for, 
say,  British  beer),  more  Eu- 
ropean brewers  will  enter 
the  German  market.  Such 
British  giants  as  Ailied  Ly- 
ons and  Bass  should  benefit, 
says  Penny  Dobkin,  manager 
of  Fidelity  Europe,  a  load 
fund  with  a  2%  initial  fee  and 
1%  redemption  fee. 


Other  1992  plays:  Dobkin 
likes  telecommunications  gi- 
ants such  as  France's  Alcatel 
and  Italy's  CRT.  These  com- 
panies will  benefit  as  Euro- 
pean governments  open  con- 
tract bidding  up  to 
foreigners.  MiM  Britannia's 
Powe  thinks  1992  will  be  a 
boon  for  companies  in  non-EC 
countries  that  have  aggres- 
sively built  up  their  EC  pres- 
ence, such  as  Sweden's 
Volvo  and  Switzerland's 
Brown  Boveri,  an  electrical 
engineering  company. 

The  funds  are  all  new:  The 
oldest  is  GT  Europe,  which 
was  established  in  mid-1985. 
And  they're  small,  too:  The 
smallest,  Financial  Strate- 
gies, has  only  $5.4  million  in 
assets;  the  largest  is  Merrill 
Lynch's  Eurofund,  with  $221 
million.  Most  of  the  funds 
are  more  than  95%-  invested 
in  equities,  yet  each  is  con- 
centrated in  different  coun- 
tries. GT  Europe,  for  exam- 
ple, is  heavily  invested  in 
Spain  and  France,  while  Fi- 
delity Europe  likes  the  Neth- 
erlands, Germany,  and  Spain. 

So  far,  the  largest  Europe- 
an equity  mutual  funds  have 
not  outperformed  the  U.  S. 
stock  market.  And  because 
gains  in  European  stocks  are 
earned  in  European  curren- 
cies, the  strength  of  the  dol- 
lar is  eroding  some  of  the 
profits  to  U.  S.  investors.  But 
if  you  want  to  bet  on  1992,  a 
European  mutual  fund  is  a 
good  middle  ground  between 
a  single  country  fund  and  a 
global  fund.      Leah  Nathans 


HOW  THE  EUROPEAH  fUNDS  HAVE  FARED 


Total  return  (percent) 

1989* 

1988 

1987 

FIDELITY  EUROPE 

10.58%  5.84% 

14.90% 

FINANCIAL  STRATEGIC  EUROPEAN 

6.15 

10.60 

-4.55 

G.T.  EUROPE  GROWTH 

12.86 

11.11 

6.64 

MERRILL  LYNCH  EUROFUND  B 

3.41 

3.98 

N/A 

S&P500 

14.50 

16.51 

5.22 

*Through  Moy  5 


DATA:  MORNINGSTAR  INC. 


Outdoors 


THESE  BINOCULARS 
AREN'T  JUST  FOR  THE  BIRDS 


inoculars  used  to  be  ei- 
ther real  clunkers  that 
could  almost  double  as 
free  weights  or  dainty  opera 
glasses.  But  improved  optics 
have  brought  specialized, 
sleeker,  and  more  powerful 
options  into  view. 

Binoculars  are  identified  by 
number  combinations  such  as 
6x30,  7x35,  etc.  The  first  num- 
ber represents  the  power  of 
magnification,  or  how  many 
times  closer  an  object  seems. 
The  second  indicates  the  di- 
ameter, in  millimeters,  of  the 
front  objective  lens.  That  lens 
determines  how  much  light 
the  binocular  gathers.  Larger 
diameters  mean  more  light, 
but  more  weight,  too. 
VERSATILE.  Swarovski,  a  fam- 
ous maker  of  Austrian  crys- 
tal, specializes  in  marine  and 
hunting  binoculars.  Its  7x50 
.SL  rubber-encased  marine 
model  ($755)  is  waterproof 
and  buoyant,  and  its  large  ob- 
jective lens  works  well  in  low 
light.  Swarovski's  compact  B 
7x30  SLC  model  ($530)  is  good 
for  all-around  use.  The  "B"  in- 
dicates that  the  binoculars  are 
suitable  for  eyeglass  wearers, 
who  turn  back  the  rubber  eye- 
cups  to  get  closer  to  the  lens. 

For  bird-watching,  Peter 
Dunne  at  the  New  Jersey  Au- 
dubon Society  likes  West  Ger- 
man 7x42  Zeiss  binoculars 
($1,030).  "Many  birders  want 
10  power,  but  lower  magnifi- 


cation gives  a  broader  fiel' . 
view,"  says  Dunne.  Zeiss  > 
offers  the  tiny  vet  powe.'ii 
10x25  Bs  ($480).  ' 

Other  elite  binoculars  x 
made  by  Leitz,  known  fo\:. 
Leica  cameras.  Mjnoltii,  ■ 
kon,  Pentax,  and  Bauscl  ^ 
Lomb  carry  a  broad  rangie 
product  lines.  Prices  s| 
around  $100  but  can  go  u| 
$1,000.  Some  offer  zoom 
wide-angle  binoculars,  bx 
these  aren't  for  purists.  5ys 
Lloyd  Malsin,  owner  of  Iw 
York  retailer  Clairmont-M- 
ols:  "They're  just  anoler 
mechanism  to  break,  and  ley 
limit  the  field  of  view."!b 
with  zoom  lenses  for  camels, 
there's  always  a  trade-offie- 
tween  versatility  and  pei'w 
mance.  Suzanne  Worn 


Worth  Noting 


■  STUDY  GUIDE.  Mana}- 
ment  Study  Abroad  detis 
over  800  management  p>- 
grams  offered  through  li- 
versities  and  colleges  woi}- 
wide  ($18.95  from  1e 
Institute  of  Internatioiil 
Education,  212  984-5412).  . 

■  RUBLE  MACHINES.  The  fii^t 

automated  teller  machiis 
(ATMs)  in  Moscow  are  up  sA 
running,  says  American  Im- 
press. The  ATMS  disperfi 
Russian  rubles  and  Amx 
Travelers  Cheques  in  dollas. 
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PERSONAL 


Free  yourself  from 
phone  slavery. 


Although  it  seems  friendly,  the 
slephone  can  actually  be  an  enemy 
5usy  signals  and  unreturned  mes- 
ages.  The  waiting  on  hold  and 
navoidable  chit-chat.  All  the  min- 
tes  you  waste  each  day  can  add  up 
3  hundreds  of  hours  of  lost  produc- 
ivity  each  year. 

The  solution  is  Omninote,  a 
3tally  new  concept  in  office 
ommunication. 

Omninote  lets  you  send  and 
eceive  concise  printed  messages 
Q  seconds  to  and  from  key  people 
hroughout  your  company  From  your 
iesk  straight  to  theirs.  Whether 
hey 're  down  the  hall,  across  the 
treet,  or  across  the  country 

Omninote  is  quicker,  easier  and 
2SS  expensive  than  voice-mail  or 

mninote  is  a  registered  trademark  of  Telautograph  Corporation. 


e-mail.  Because  Omninote  is  not 
a  computer,  it's  simple  to  use.  And 
it  operates  over  your  existing  AC 
wiring  so  you  can  install 
it  almost  anywhere. 

It  dramatically 
reduces  phone  tag,  cuts 
work  flow  interruptions 
and  helps  you  do  more 


work  in  less  time.  Omninote  is 
designed  for  companies  both  large 
and  small,  and  for  people  at  every 
level.  Plus,  with  our  rental,  purchase, 
or  lease-purchase  plans,  it  can  pay 
for  itself  in  a  matter  of  months. 

To  fully  appreciate  the  many  ways 
Omninote  can  instantly  improve 
your  productivity  you've  got  to  see 
it  for  yourself.  For  a  free  viewing  of 
our  8-minute  Omninote  video,  or 
a  demonstration  at  your  office,  call 
toll-free  1-800-848-1987. 


□MNlNaT 


//  Beats  Talking! 


3 


1  16A-CA 


It's  not  surprising  that  one  out  of  four  cleared,  pushing  untold  numbers  of  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical       The  future  of  medicine  and  agriculture, 

plants,  like  the  rosy  periwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countnes 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  is  surprising  is  that  the  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach,  Wnte  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 

KeepTropical  Foiesis  Alive. 

Tropical  Forest  Project.  World  Resources  Institute  1735  New  York  Avenue  N  W  Washington,  DC  20006/ Prepared  by  Richardson.  Myers  &  Donofno.lnc. 


1 16B-CA 


Give  a  man  a  fish 
and  you  feed  him  for  a  day. 


Teach  him  how  to  fish 
and  yon  feed  him  for  life. 

It's  a  concept  as  time-honored  as  it  is  timely. 
Yet  most  foreign  aid  programs  continue  to  provide  short  term 

answers,  rather  than  long  term  solutions.  The  only 
food  that  lasts  a  lifetime,  is  knowledge.  The  kind  of  knowledge 
we  at  Technoserve  have  been  supplying  to  farmers 
from  Africa  to  Latin  America,  for  the  last  twenty  years.  We've  taught 
tens  of  thousands  of  needy  men  and  women  how  to 
run  agricultural  enterprises  that  produce  food 
and  income,  ultimately  producing  that  most  precious  of 

commodities:  self-reliance.  We've  accomplished 
so  much,  but  we  still  have  so  far  to  go.  For  us  to  teach, 
please,  we  need  you  to  help. 


Techno^ 


®TECHNOSERVE 


erve 


A  working  solution  to  world  hunger. 

148  East  Avenue,  Norwalk,  Connecticut,  USA  06851, 
Call  1-800-99-WORKS 
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Today's  Most  Powerful  Seminar 


How. .  .And  When.  .  .To 
Sell  Your  Business  For 
The  Most  Profit. 


We've  made  liquid  multi-millionaires 
of  hundreds  of  owners  whose  busi- 
nesses had  modest  net  worth. 
Geneva's  powerful,  proven  2-day 
seminar,  Hoiv. .  .And  When.. .  To  Sell 
Your  Business  For  The  Most  Profit 
shows  you  how. 

Register  now.  If  you  own  a  business 
with  annual  sales  of  $1  million  to  $100 
million,  you're  in  today's  most  profit- 
able seller's  market.  A  market  that 
could  make  you  a  liquid  multi- 
millionaire if  you  act  soon. 

Recommended  by  98% 
of  the  business  owners 
who  have  already  attended. 

To  date,  98%  of  the  business  owners 
who  have  attended  would  recommend 
this  seminar  to  others.  Frankly,  it  will 
be  the  2  most  important  days  of  your 
business  life.  It  already  has  been  for 
many  others  because  it  really  works! 

Information  you'll  use. 

You  get  relevant,  hands-on 
information  including. . . 

■  How  to  know  when  to  sell  and 
when  not  to  sell. 

■  How  to  determine  the  value  of 
goodwill. 

■  How  to  know  the  advantages  and 
disadvantages  of  selling  to  custom- 
ers, employees,  and  competitors. 

■  How  to  maintain  confidentiality. 

■  How  to  increase  the  borrowing 
limit  of  your  business. 

■  How  to  benefit  more  by  selling  part 
of  your  business  instead  of  all  of  it. 

■  ...and  much  more. 

You'll  come  away  with  a  step-by-step 
road  map  on  how  to  realize  the  great- 
est wealth.  Most  important,  you  can 
use  what  you  learn  with  confidence 


since  it  comes  from  The  Geneva 
Companies. .  .the  nation's  #1  mergers 
and  acquisitions  specialists,  as  ranked 
by  Corporate  Financing  Week,  in  terms 
of  transactions  initiated  and  closed  in 
the  last  24  consecutive  months. 


Representative 
success  stories . . 

(dollars  in  thousands) 

Pretax  Net 
Company  Income*  Worth 


Sales 
Price 


MT-14 
LE-35 
PR-22 
GG-07 
UE-54 
DE-37 


$  473  $1,507  $  7,950 


46 

3,200 
1,525 
175 
44 


644 
8,400 
5,453 
633 
264 


3,000 
42,900 
18,000 

3,350 
12,287 


*pnor  to  recasting 
source:  Geneva  transactions 


Select  One  Of  These  Dates. 

□  June  8-9,  Los  Angeles 

□  June  26-27,  Oakland 

□  June  27-28,  Newport  Beach 

□  June  29-30  San  Francisco 


IMPORTANT:  To  ensure  persona' 
attention,  registration  is  limited  to  no 
more  than  20  companies.  Early 
registration  is  advised.  Seminars  are 
designed  for  owners,  presidents  and 
CEO's  of  most  privately-held  businesses 
with  annual  sales  of  .$1  to  $100  million. 
When  you  call,  we'll  review  a  few  other 
details  which  will  indicate  whether  you 
would  profit  from  attending. 


I  Free  Report! 

I  Register  now  and 
\  receive  Geneva's 
!  exclusive  Owners' 
J  Compensation 
Report  on  Privately  Held  American 
Companies.  You'll  learn  how  much 
private  business  owners  like  yourself 
are  paying  themselves  in  compensa- 
tion and  perks!  This  150  page  report 
is  the  most  comprehensive  of  its  kind 
ever  released.  It  has  sold  for  $120  in 
The  Wall  Street  Journal— and  it's 
yours  FREE  when  you  attend. 

Save  $220  ...  Call  To 
Register  Today. 

Right  now  you  can  also  attend  for  just 
$275  instead  of  the  standard  $495 
seminar  fee.  You  save  $220  when 
you  register  by  June  5.  Yet  you 
risk  nothing.  This  seminar  is 
GUARANTEED  to  exceed  your 
expectations  or  your  money  back. 

For  fastest 
service  call  now, . 


1-800-243-6382 


ext.  .5620 

^^Complefe  and  return  to  the  address  beiow 

□  Please  register  me  for  the  Geneva 

seminar  on  (date)  at 

(location)  . 

□  Enclosed  is  my  check  for  $275. 

□  Charge  to  my  C  Mastercard  C  VISA 
□  Amencan  Express 

Atxount  Number^ExpiratKin  Date 
Signature 

Please  send  more  information 
about  Geneva's  seminars. 


Lompany 

.'Udress 

City/State/Zip 

Mail  bv  June  5,  to:  Geneva  Corporation 
5  Park  Plaza,  Irvine,  CA  92714 
Attn:  Seminar  Division 


L 
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GENEVA 


The  nation's  #1  mergers  and  acquisitions  specialists, 
based  on  transactions  initiated  and  closed. 
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KNOW 
CHIM  THROUGH 

CHINA  DAILY 


North  American 
Edition 


The  only  English-language  newspaper  out 
of  China,  brought  to  North  America  by 
satellite  and  distributed  out  of  New  York, 
every  day  except  Sunday. 

Complete  coverage  of  what's  going  on  in 
China,  with  daily  business  reports  and  an 
expanded  Business  Weekly  every  Monday. 

Total  circulation  130,000  in  150  countries, 
with  5,000  in  the  U.S.  and  Canada. 

President  Ronald  Reagan  said  of  it  in 
May  1986: 

"CHINA  DAILY  has  made  important 
contributions  to  mutual  understanding." 

Secretary-General  Zhao  Ziyang  emphasized 
on  May  27,  1986: 

"CHINA  DAILY  has  done  much  to  enhance 
economic  and  cultural  exchange." 


You  can't  afford  to  miss  CHINA  DAILY. 


Let  "China  Daily"  update  you  on  latest 
Chinese  policy  and  lay  before  you  the  vast 
opportunities  of  the  Chinese  market. 

Send  your  subscription  today  to: 

China  Daily  Distribution  Corp. 
15  Mercer  St.,  Suite  401 
New  York,  NY  10013 
Tel:  (212)  219-0130 

Enter  my  name  for: 

□  a  one-year  subscription  at  $1 1 8.00 

□  a  six-month  subscription  at  $65.00 
□  Payment  enclosed   □  Bill  me 


NAME 
CO. 


ADDR. 


Be  informed. 
Subscribe. 


TEL: 


-:.30 


(71 

■46," 


NOW  YOU  CAN 
WATCH  "DYNASTY" 
OR  START  BUILDING 
YOUR  OWN. 


(mis 
i33 


You  can  watch  entertaining  programs 
about  the  rich  and  famous;  or  you  can  turn 
to  Financial  News  Network  and  learn  how 
to  join  them. 

FNN  is  cable's  money  channel,  the 
leading  source  for  up-to-the-minute  business 
news  and  personal  money  management 
advice.  We  tell  you  what's  happening  and 


what's  about  to  happen  with  real  estate, 
stocks  and  bonds,  taxes  and  much  more.  It's 
an  entire  network  designed  to  help  you  make 
the  most  of  your  money.  Only  on  cable. 

Can  you  afford  not  to  watch?  We're 
FNN,  the  television  alternative  for  people 
who  want  to  be  the  rich  and  famous,  not  just 
watch  them. 


Financial  News  Network 


IT  PAYS  TO  WATCH:^ 


We ; 
!!! 

•ctje 

n 


iqg^fiNANciAL  New; 


ex  to  Companies 

;x  gives  the  starting  page  for  a  story  or  fea- 
1  a  significant  reference  to  a  company.  Most 
ries  are  indexed  under  their  own  names, 
lies  listed  only  in  tables  are  not  included. 


Aonogement  82 
t  111 

;  Insurance  94 
lustrie  30 
16 
111 

and  78 
>ns  46,  116 
itertoinment  64 
Cyonomid  106 
Express  116 
mputer  72,  122 
jniels  Midland  82 
3te  122 


Dallhold  Investments  46 

Del  Webb  95 

Digital  Equipment  72 

Dow  Chemical  68 

Dr.  Pepper  34 

Dresser  Industries  34 

Drexel  Burnham 
Lambert  46,95 


Eastman  Christensen  34 
Eastman  Kodak  106 
Exxon  122 


Fidelity  Europe  116 

Financial  Programs  116 

F.poncial  Strategies  116 

F>estone  Tire  & 
Rubber  102 

First  Brands  68 

First  Chicago  Futures  92 

Ford  Motor  28,  76 

Forstmann-Leff 
Associates  92 


Gartner  Group  72 

General  Electric  48 

General  Motors  66 

Gillette  54 

Goodyear  Tire  & 
Rubber  102 

Grace  (W.  R.)  Ill 

GT  Europe  116 

Guess  Jeans  95 

Gulf  &  Western  102 

H 


Halliburton  34 

Hartford  Life  94 

Heilemon  (G.)  Brewing  46 

Hewlett-Packard  72,92 

Hicks  &  Haas  34 

Hill  &  Knowlton  32 

Hollywood  Park  36 

Home  Shopping 
Network  82 

Hondo  28 
I 


IBM  14,28,72,92 

InterFirst  34 
Investigative  Group  95 
Iris  Graphics  61 


Jon  Bell  Marketing  61 
Johnson  &  Johnson  106 
Jordache  Enterprises  95 


Kohlberg  Krovis  Roberts  14 
Kroll  Associates  95 


Lederle  Laboratories  106 
Leitz  116 
Lockheed  72 
Lonrho  46 

Lotus  Development  74,  122 

M 


Mocmillon  38 

MAI/Bosic  Four  38 

MAST  Industries  61 

Materials  Applications  34 

McDonnell  Douglas 
Helicopter  111 

McGraw-Hill  38 

MCorp  34 

Media  General  95 

Merrill  Lynch  116. 

Microsoft  74 

MIM  Britannia  1 16 

Minolta  116 

Mobil  70 


National  Australia  Bank  46 
NBC  122 
Nikon  111,  116 
Nomura  Securities  Co.  92 

o 


Ocean  Combustion 
Service  33 

Ogiivy  &  Mather  32 

Ogiivy  Group  32 

Oracle  72 


PaineWebber  92 
Paramount  Pictures  64 
Participative  Systems  66 
PEC  Engineering  33 
Penmork  Investments  82 
Pennwalt  95 
Pentax  116 
Perkin-Elmer  111 
Phillips  Petroleum  95 
Photomedico  106 
Pirelli  102 

Pre  Finish  Metals  111 
Prime  Computer  38 
Procter  &  Gamble  38 
Prudential-Bache  34 


Reliable  Stores  61 
Revlon  Group  54 
Reynolds  Metals  68 
RJR  Nabisco  38 
Rolm  72 
Rubbermaid  70 


Quadra  Logic 
Technologies  106 


Saatchi  &  Saatchi  32 

Salomon  Brothers  34,  46 

Schlumberger  34 

Sears  122 

Seven-Up  34 

Sikorsky  48 

Sky  Channel  38 

Smith  (A.  O.)  66 

Smith  International  34 

Societe  Nationole  Elf 
Aquitoine  95 

Southmork  38 

Summo  Medical  102 

Sun  Microsystems  72 

Sundor  Group  38 

Supercomputer  Systems  72 

Swarovski  116 


Tompella  34 

Tandem  Computers  72 

Texaco  98 

Thermadyne  Industries  34 
Thompson  (J.  Walter)  32 
Tokyo  Electron  111 
Traders  &  Investors  Alert  94 


U.  S.  Bioscience  106 
Unisys  72 
United  Brands  38 
United  Intelligence  95 
Universal  Pictures  64 


Recruit  51 

Relational  Technology  72 


Varian  Associates  111 
Volvo  116 

W 


Walker  Interactive 
Systems  72 

Walt  Disney  64 

Warner  Brothers  64 

Warner 
Communications  64 

Waste  Management  33 

Wells  Fargo  Bank  36 

Western  Publishing  102 

Wilkinson  Sword  54 

WPP  Group  32 

X 


Xyvision  61 

z 


Zeiss  116 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  Oil(lnd  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                 Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleuni 

15 

U  S  Steel 

16 

Phillips  Petroleum 

^^^^^^^ 
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27  I 
million  ' 
Americans 
can^read.i 
And  guess! 
whop^ys  \ 
the  price.  \ 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 


CoUTc! 
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A  hundred  or  a  hundred  million  dollars  at  a  time, 
Tandem  database  systems  are  transfemng  pay- 
ments. From  bank  to  bank,  around  the  world. 

We  also  make  sure  each  transter  is  completed 
and  recorded.  At  the  same  time  creating  a  system- 
wide  view  of  cash  flow-so  bankers  can  make  smarter 
decisions,  while  their  customers  get  faster  service. 

Whenever  critical  information  has  to  be  delivered 


witnouttaii,  lanoem  is  Deingcaiieu  un  uy  niurt: 
more  of  the  world's  largest  corporations.  From  jK 
banks  and  brokerages  to  automakers  and  retailer^ 

Call  us  at  1-800-482-6336,  and  ask  how  ouf 
computer  systems  can  bnng  you  more  money  i  ■ 

^lANDEM  i 

f  '  It's  your  business  on  the  line. 


vestment  Figures  of  the  Wee 


ENTARY 

ant  week  for  the  financial 
..  Stocks  rose  to  their  high- 
Is  since  October,  1987,  on 
ngth  of  cheery  economic 
)n  May  12  the  market  en- 
's greatest  one-day  ad- 
n  a  year — a  57-point  jump 
)ow — after  word  that  April 
»r  prices  had  risen  less 
pected.  Equities  and  bonds 
so  propelled  by  expecta- 
a  modest  gain  in  consum- 
!S.  And  the  dollar  rose  af- 
's  of  a  narrowing  of  the 
leficit. 


STOCKS 

May       Nov.       May      May  11-17 


BONDS 

May      Nov.  May 


THE  DOLIAR 

May  11-17  May      Nov,  May 


305  1050 


^1^ 


Shearson  Lehman  H 
Treasury  Index 


1290  no 


May  1 1-17 


IT 


1230  90 


1170  70 


J.  P.  Morgan 


52-week  change 
-h26.3% 


52-week  change 
■(-4.9% 


1  -week  change 

+2.9% 


52-week  change 

-h8.1% 


1  -week  change 
+2.7% 


RKET  ANALYSIS 


>TOCKS 

latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 
MPANIES  (Russell  1000) 
COMPANIES  (Russell  2000) 
MPANIES  (Russell  3000) 

2462.4 
167.9 
168.3 
180.2 

3.7 
6.1 
1.6 
3.4 

26.2 
25.8 
20.3 
25.3 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
^np  ^nn  niuinFKin  viFin 

30ir         uiviL/cni/  iicli/ 

S&P  500  PRICE/EARNINGS  RATIO 

8.5% 
8.8% 
3.3% 
12.4 

8.8% 
9.1% 
3.3% 
12.0 

6.4%, 
9.3% 
3  7% 
13.4 

%  change  (local  cunency) 

latest 

Week  ago 

Reading 

5N  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

290.2 
68.3% 
0.22 
1.58 

288.4 
64. 1  % 
0.24 
1.47 

Positive 
Neutral 
Negative 
Positive 

N  (FINANCIAL  TIMES  100) 
(NIKKEI  INDEX) 
TO  (TSE  COMPOSITE) 

2155.8 
33,992.5 
3669.5 

1.8 
0.0 
2.6 

21.3 
22.4 
15.4 

lUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC, 

WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

RE  TIME 

15.6 

17.4 

OUTBOARD  MARINE 

31.2 

29.7 

41^/2 

MUNICATIONS  EQUIPMENT 

14.5 

1.9 

NORTHERN  TELECOM 

17.9 

-2.8 

171/4 

LS  AND  MOTELS 

14.3 

30.4 

HILTON  HOTELS 

26.2 

63.2 

71% 

AETICS 

13.3 

19.2 

AVON 

62.6 

70.4 

40 'A 

NGS  AND  LOANS 

13.2 

50.2 

GOLDEN  WEST  FINANCIAL 

23.8 

79.3 

451/2 

WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

ONAl  LOANS 

-10.9 

4.0 

HOUSEHOLD  INTERNATIONAL 

-17.5 

-3.3 

51% 

UFACTURED  HOUSING 

-6.3 

28.4 

SKYLINE 

-11.9 

25.0 

171/2 

U  AND  GUSS  CONTAINERS 

-4.4 

18.3 

BALL 

-4.5 

-4.9 

26% 

L 

-3.9 

17.1 

INLAND  STEEL 

-8.8 

17.8 

38% 

>  MINING 

-3.7 

-2.9 

PLACER  DOME 

-5.6 

0.0 

125/8 

TUAL  rUNDS 


MORNINGSTAR  INC. 


RS 

sek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

RMAN  DEAN 

NTIHH  CENTURY  GIFTRUST  INVESTORS 
LITY  SELEQ  TELECOMMUNICATIONS 

12.2 
11.5 
9.3 

STRATEGIC  INVESTMENTS 
FINANCIAL  STRATEGIC  GOLD 
STRATEGIC  GOLD/MINERALS 

-8.5 
-7.4 
-7.1 

ek  total  return 

% 

52-week  total  return 

% 

FMANN 

\NCIAL  STRATEGIC  HEALTH  SCIENCES 
ODER  CAPITAL  GROWTH 

65.9 
47.2 
47.2 

STRATEGIC  GOLD/MINERALS 

SLH  PRECIOUS  METALS  &  MINERALS 

STRATEGIC  INVESTMENTS 

-28.1 
-13.2 
-12.5 

S&P  500 
4-week  total  return 


LATIVE  PORTFOLIOS 


amounts 
ent  the  present 
of  $10,000 
ed  one  year 
I  each  portfolio 

tages  indicate 
ly  total  returns 


«^ll 

U.  S.  stocks 
$12,676 

+  3.31  % 


0 

Foreign  stocks 
$12,331 

-1.81%, 


Treasury  bonds 
$11,367 

+  2.69% 


nil 


Money  market  fund 
$10,676 

+  0.16% 


DATA  RESOURCES  INC, 


Gold 
$8,331 

-0.43% 


on  this  page  are  os  of  market  close  Wednesday,  May  17,  1989,  unless  otherwise  indtcoted. 
groups  include  S&P  500  companies  only;  performance  and  share  prices  ore  as  of  market  close 


May  16.  Mutual  fund  returns  are  as  of  May  12.  Relative  portfolios  are  ' 
detailed  explanation  of  this  poge  is  ovoilable  on  request. 


alued  as  of  May  16.  A  more 
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WHY  LET  GORBACHEV 
HOG  THE  INITIATIVE? 

ikhail  S.  Gorbachev  has  given  James  A.  Baker  III. 
^  on  his  first  trip  to  Moscow  as  Secretan,-  of  State,  a 
It-sson  in  how  to  mobiUze  pohtical  support  for  a 
foreijTn-:  Li'.icy  agenda.  The  So\iet  leader  grabbed  headlines 
by  announcing  that  he  will  remove  500  short-range  nuclear 
warheads  from  Central  Europe.  At  the  same  time,  he  hand- 
ed Baker  an  impressive  list  of  cutbacks,  including  1  million 
troops  and  40.000  tanks,  that  the  Warsaw  Pact  proposes  as 
part  of  a  deal  with  NATO  to  reduce  conventional  forces. 
Absent  Western  initiatives.  Gorbachev  is  shaping  pohtical 
opinion  by  offering  made-in-Moscow  designs  for  detente. 

In  arms  control  and  other  areas,  Pi-esident  George  Bush 
needs  to  make  clear  what  his  goals  are  and  muster  support 
for  them — or  risk  letting  Gorbachev  take  control  of  the 
agenda  of  superpower  relations.  In  particular,  he  is  almost 
certain  to  face  rising  demands  at  home  for  cuts  in  the 
339,000  American  troops  and  their  281,000  dependents  in 
Europe.  It  is  \ital  that  such  a  pullback  be  carried  out  within 
the  framework  of  a  treats*  to  reduce  the  Warsaw  Pact's 
conventional  forces  even  more  than  those  of  x.\TO.  Gorba- 
chev has  agreed,  in  principle,  to  such  "asjTnmetrical"  reduc- 
tions, but  the  Bush  Administration  must  push  harder  than  it 
has  up  to  now  for  a  X.A.TO  consensus  on  how  to  approach 
such  negotiations.  The  place  to  do  this  is  at  NATO's  40th 
anniversan,"  meeting  this  month.  Otherwise,  momentum  Asill 
grow  within  the  U.  S.  to  viithdraw  troops  unilaterally. 

The  sources  of  such  pressure  are  ob\ious.  According  to 
poUs.  Americans  believe  that  the  changes  under  way  in  the 
So\iet  Union  have  diminished  the  threat  of  Russian  aggres- 
sion. Budget-cutters,  in  turn,  increasingly  see  the  S305  bO- 
Uon  defense  budget,  already  dovra  12^^  in  real  terms  since 
1986,  as  the  likeliest  candidate  for  further  savings.  And 
many  Americans  feel  that  prosperous  Europeans  should 
take  over  a  bigger  share  of  the  nato  defense  effort. 

Fortunately.  Gorbachev  badly  needs  to  reduce  the  drain  of 
militan.-  spending  on  the  stagnant  Soviet  economy.  That 
creates  an  unusual  opportunity-  for  reversing  the  U.  S.-So\iet 
arms  spiral.  But  if  Bush  merely  reacts  to  Gorbachev's  of- 
fers, the  U.  S.  and  its  allies  are  likely  to  gain  less  in  securitj" 
than  if  Bush  actively  shapes  the  arms-cutting  process. 


DON'T  USE  COPYRIGHT 
TO  SHACKLE  SOFTWARE 


La:er  this  year.  U.  S.  courts  will  take  up  three  lawsuits 
whose  outcome  will  determine,  in  large  part,  the  direc- 
tion America's  computer  software  industr}"  takes. 
What's  in  question  is  "look  and  feel."  and  that's  important: 
The  three  plaintiffs,  Lotus  Development,  Ashton-Tate,  and 
Apple  Computer,  want  to  protect  under  copjTight  law  the 
appeai-ance  and  fimctionalitj"  of  their  software  products. 
It  would  be  destructive  if  the  courts  award  the  plaintiffs 


broad  copyright  protection.  Cop\Tight  law  simply  doesn 
software:  The  market  is  a  far  better  mechanism  for  rev, 
ing  and  protecting  innovation. 

The  software  industry-  is  dynamic.  Computers  are 
powerful  and  customers'  needs  complex.  Software 
kept  up.  For  it  to-  do  so.  innovators  must  have  free  acc 
e.>dsting  technology-.  That  includes  such  standard  \isual 
gram  features  as  pull-down  menus,  graphic  symbols, 
even  certain  keystroke  sequences.  That's  how  the  most 
cessful  of  today's  programs  were  whtten:  Developers 
rowed  from  the  past,  using  accepted  technological  dev 

That  doesn't  mean  programmers  should  be  able  to 
softw-are  code  or  duplicate  a  program's  appearance 
start  to  finish.  But  copyright  law.  which  governs  the  e 
sion  of  an  idea  rather  than  the  idea  itself,  wasn't  me 
protect  the  many  functional  features  that  together  com 
that  appearance.  The  plaintiffs  in  this  year's  "look  and 
cases  would  have  the  courts  do  just  that. 

Sofuvare  companies  don't  have  to  tvnst  the  law  to  pr 
their  ideas.  There's  a  better  way:  Keep  inventing  b 
products.  The  marketplace  can  be  the  best  protector  o 


HOW  BUSINESS  SHOULD 
ACT  UNDER  FIRE 


Since  the  1960s,  courses  on  corporate  responsi 
have  been  standard  fare  at  the  nation's  bus' 
schools.  Traditionally,  such  courses  are  poorly  a' 
ed  and  not  very  stimulating.  Dreaming  of  miUion-dollar 
Street  salaries,  the  typical  student  saved  most  of  his  o 
energies  for  finance  cotirses.  But  now  something  new  s 
to  be  going  on.  There  is  evidence  of  a  high  degree  of  p 
c\-nicism  about  corpoi-ate  etnics  and  a  strong  willingne 
take  action  to  change  company  behavior  (page  29).  Co 
tions  are  being  held  accountable  for  their  actions  'oy  cons 
ers.  shareholders,  and  activists  in  ways  that  thrust  corpo 
accountability  into  the  spotlight  once  more. 

Did  Exxon  Corp.  do  enough  to  clean  up  the  Valde 
spiir?  Should  companies  that  put  tropical  oils  m  cookies 
cereals  voluntarily  take  them  out  to  lower  their  prod' 
cholesterol  levels?  In  previous  years,  such  complaints 
have  gone  to  a  federal  regulatory  agency.  Now  they 
landing  on  company  doorsteps.  The  .-Vmerican  Nurses' 
angered  by  how  the  nbc  show  Xightingales  showed  stu 
nurses  in  their  underwear,  didn't  bombard  the  Federal 
munications  Commission.  Instead,  it  pressured  15  comp 
that  sponsored  the  show.  Two  big  ones.  Sears  and  CI 
pulled  out  quickly.  And  many  of  the  nation's  food  proce" 
have  stopped  using  tropical  oils. 

Consumer  groups  have  flexed  their  muscles  by  bac 
Proposition  103  in  California  to  roll  back  insurance 
Protests  linger  against  Exxon  and  against  companies 
loll  animals  in  tests  and  overly  develop  already  cro 
cities.  Does  this  portend  a  new  backlash  against  busin 
Not  yet,  perhaps.  But  the  pressures  are  heading  in  a 
direction:  at  the  companies  themselves.  If  managem 
don't  deal  with  these  demands,  someone  will  probably 
for  them  with  onerous  legislative  prescriptions. 
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U  llivJUIlLr  lllliUi  till lA/        IV  HyiJrYU.^. 

0  PROTECTTHEIR  TEETH  COMETO  DELTA 


3U  know  where  a  famous  racer 
ould  go  to  insure  his  life. 

But  do  you  know  where 
m  17  mffion  Americans  in  over 
1,000  companies  go  to  protect 
leir  teeth?  They  come  to  the 
lelta  Dental  Plan,  America's 
^•st,  leading  and  largest. 

Why?  For  four  very  under 
tandable  reasons:  cost  contain 
lent,  quality  of  care,  flexibility, 
[id  dolk- value. 

Whether  your  company 
\  large  or  small,  give  us  a  call  at 
-800-441-3434  for  complete 
iformation. 


The  Delta  Dental  Plan 

i  America^  Pir^t  Leading  and  Largest 
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The  new  midsize  Sonata. 

Sonata  is  more  than  just  another  import 
.ir  Its  a  new  kind  of  import  can  and  it s 
Imost  in  a  chLss  b\  itself. 

Take  the  room\-  interior  for  example. 
:  eclipses  Camry.  Stanza  or  .\ccord  h\- 10  cubic 
^et.  Head.  leg.  shoulder  and  hip  room  abound 
1  the  Sonata's  front  and  rear  seats. 

.\nd  w  hen  it  comes  to  power,  the  front- 
"heel-dri\e  Sonata  suipiisses  tlie  othei^.  with 
le  most  powerful  standard  engine  in  its  class, 
he  2.4-liter  OHC  power  plant  with  multi- 
oint  fuel  injection  delivers  the  higliest  torque 
utput  in  its  class. 

The  result:  smooth.  responsi\"e  perform- 
nce  with  outstanding  fuel  econom\: 


Sonata  also  has  standaixl  features  where 
the  competitors  have  options:  in  fact,  the 
Sonata  has  so  man\ 
standard  features, 
there  aren't  man\'  op- 
tions to  choose  from. 

With  all  this,  vou 
might  expect  Sonata 
to  cost  more  than  can>i  like  the  .\ccoiii.  Camr\ 
or  Mazda  b2o.  The  revolutionar\-  part  is  the 
all-new  Sonatii  costs  nearly  SidOO'  less. 

The  new  Sonata.  It  doesn't  make  much 
sense  to  drive  anMhin^  else. 

HYunonr 

Cars  tliat  ni:ike  sense. 
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AT  BELTS  MAKE  SENSE  DRINKING  AND  DRIVING  DOESN'T 


On  saving  lives  and  saving  tiniu 


"Over  one  hundred  men  and  women 
have  been  given  a  second  chance  at 
ife  with  the  JARVIK*  7  artificial 
heart,  used  to  sustain  them  until  a 
natural  heart  could  be  found. 
Many  are  now  living  normal 
ives  and  I 


ioiow  they  have 
a  new-found  respect 
for  the  importance  of  time 

All  the  advances  in  science  and  technology 
cannot  alter  the  number  of  hours  that  we  have 
each  day.  And  by  making  every  second  count, 
we'll  certainly  be  able  to  accomplish  much  more. 
Whether  it's  in  business  or  in  our  personal  lives. 

To  me,  effective  time  management  is  an 
extension  of  effective  thinking.  Most  cre- 
ative ideas  are  enhanced  by  the  ability  to 
quickly  and  readily  get  them  down.  I  find 
that  dictation  helps  me  record  an  idea 
quickly  and  accurately,  be  it  a  draft:  of  a 
scientific  paper  or  a  description  for  a  new 
invention.  Dictation  also  helps  me  com- 
pose letters  that  are  much  more  personal 


and  spontaneous. 
I've  developed  a  healthy  respect  for 
the  value  of  time  over  the  years,  and 
believe  that  it's  critical  for  us  to  recognize 
its  importance.  Managing  it  effectively 
can  be  a  real  life  saver." 

Dictaphone  has  many  products 
to  help  you  better  manage  your 
time.  From  portable 
recorders  to  voice 
delivery  systems  that 
et  you  leave  dicta- 
tion for  your  secretary 
any  hour  of  the  day  or  night. 
And  when  you're  on  the  road,  you  can  phone  in 
dictation  or  leave  a  message  for  anyone  in  the  office. 

At  the  heart  of  time  management,  you'll  always 
find  Dictaphone  equipment. 

Dictaphone. 

Time  Management 


Dictaphone*  is  a  trademark  of  Dictaphone  Corporatu 
Stratford,  CT  ©1989  Dictaphone  Corp, 
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*  Communism  In  Turmoil  m 
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34 
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TWILIGHT  OF  AN  IDEOLOGY 

As  China's  and  Russia's  economies 
decay,  so  have  their  political 
systems.  The  tumult  in  China  and  the 
Soviet  experiment  in  perestroika 
mark  the  beginning  of  the  end  for  a 
system  that  has  outlived  its  promise 

China 

A  NEW  LONG  MARCH 

The  students  and  workers  keeping 
vigil  in  Tiananmen  Square  are  only 
the  most  visible  sign  of  China's 
upheaval,  as  the  country  embarks  on 
the  road  toward  colossal  political  and 
economic  reforms 

40  TALE  OF  TWO  CHINAS 

Entrepreneurial  Guangdong  gets 
richer,  while  Hunan  gets  poorer 

SEVEN  DAYS  IN  MAY 

Students,  soldiers,  and  confusion — a 
reporter's  hectic  week  in  Beijing 


44 


51  BUSINESS  AS  UNUSUAL 

Accustomed  to  upheavals,  foreign 
investors  are  wary, 
but  they  aren't  running 

Soviet  Union 

52  WILL  THE  REFORMS  WORK? 

After  four  years  of  economic  failure, 
Gorbachev  is  cranking  up  the 
biggest  campaign  of  his  life:  A  battle 
to  dismantle  powerful  ministries  and 
pump  some  life  into  moribund 
factories  and  farms 

62  A  TALK  WITH  THE  ECONOMIC  CZAR 
Soviet  Prime  Minister  Nikolai 
Ryzhkov  on  trade  and  perestroika 

64  THE  CHILL  IS  GONE 

From  McDonald's  to  Kodak,  more 
and  more  U.  S.  companies  are 
making  tracks  for  Moscow 

66  THE  PARADOX  OF  PERESTROIKA 
Despite  attempts  to  crack  down  on 
corruption,  the  Soviet  black  market 
is  stronger  than  ever 


70 


72 
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AID  FROM  JAPAN  AND  KOREA? 

Gorbachev  may  team  up  with  these 
neighbors  because  he  needs  their 
help  to  develop  the  Soviet  Far  East 

GLASMOSrS  TWIN  CRUCIBLES 

Poland  and  Hungary  have  become 
Gorbachev's  laboratories  for  marke 
economics  and  democratization.  Bu1 
while  both  countries  are  looking  Eai 
for  inspiration,  they're  looking  Wes' 
for  a  safety  net 

MOSCOW  ON  THE  HUDSON? 

Photo-journalist  Ed  Kashi  captures 
some  strangely  familiar  scenes  in 
this  pictorial  essay 


Commentary 


86 


WAITING  FOR  BUSH  TO  LEAD 

In  the  U.  S.  and  Europe,  the  desire  1 
reduce  tensions  is  putting  pressure 
on  the  White  House  to  respond  mor 
actively  to  Gorbachev's  initiatives. 
But  so  far  the  President  has  been 
slow  to  grasp  the  opportunity 
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The  production  index  declined  for  the  week  ended  May  13.  The  index  continues 
to  show  little  movement.  It  remains  at  about  the  same  level  now  as  it  was  in  the 
beginning  of  the  year.  On  a  seasonally  adjusted  basis,  output  of  trucks,  electric 
power,  crude-oil  refining,  steel,  and  paper  decreosed.  Production  of  lumber,  autos, 
cool,  poperboord,  and  rail-freight  traffic  increased.  Before  calculation  of  the  four- 
week  moving  average,  the  index  droped  to  175  from  176.1  in  the  previous  week. 
BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  edged  down  slightly  for  the  week  ended  May  13,  its  first 
drop  m  six  weeks.  Lower  stock  prices,  a  sharp  gain  in  the  number  of  business 
foilures,  and  slower  growth  in  M2  contributed  to  the  overall  decline.  However,  bond 
yields  were  lower,  and  the  growth  rates  for  real  estate  loons  and  materials  prices 
accelerated  for  the  week.  Prior  to  calculation  of  the  four-week  moving  average,  the 
index  was  unchanged  at  209. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week  7 
ago 

Change 
Ifear  ago 

Latest 
week 

Week 
ago 

%  Changi 
yearag( 

STEEL  (5/20)  thous.  of  net  tons 

1,971 

1,955# 

-1.7 

STOCK  PRICES  (5/19)  S&P500 

317.63 

307.56 

24.! 

AUTOS  (5/20)  units 

163,406 

159,730r# 

-4.8 

CORPORATE  BOND  YIELD,  Aaa  (5/19) 

9.54% 

9.69% 

-4.( 

TRUCKS  (5/20)  units 

88,456 

88,046r# 

-2.9 

INDUSTRIAL  MATERIALS  PRICES  (5/19) 

106.2 

105.4 

7.1 

ELECTRIC  POWER  (5/13)  millions  of  kilowatt-hours 

49,583 

50,803  # 

2.2 

BUSINESS  FAILURES  (5/12) 

231 

214 

-20.. 

CRUDE-OIL  REFINING  (5/20)  thous.  of  bbl./day 

13,414 

13,133r# 

0.1 

REAL  ESTATE  LOANS  (5/10)  billions 

$322.2 

$321. 9r 

13.; 

COAL  (5/ 1 3)  thous.  of  net  tons 

19,011  # 

18,885 

7.2 

MONEY  SUPPLY,  M2  (5/8)  billions 

$3,071.4 

$3,075.5r 

2.; 

PAPERBOARD  (5/13)  thous.  of  tons 

737.2  # 

712. 6r 

2.6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/6)  thous. 

310 

290 

0.1 

PAPER  (5/13)  thous.  of  tons 


749.2  #  766.0r 


4.1 


LUMBER  (5/ 13)  millions  of  ft. 


476. 1  #  458.4 


-7.1 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  I 
Brodstreet  (failures  of  large  companies}.  Federal  Reserve  Boord,  labor  Dept.  CIBCR  season 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


RAIL  FREIGHT  (5/ 1 3)  billions  of  ton-miles 


19.7# 


19.7 


1.5 


Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 


MONTHIY  ECONOMIC  INDICATORS 


FOREIGN  EXCHANGE 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/24) 

143 

139 

126 

GERMAN  MARK  (5/24) 

2.01 

1.97 

1.71 

BRITISH  POUND  (5/24) 

1.57 

1.61 

1.86 

FRENCH  FRANC  (5/24) 

6.81 

6.68 

5.76 

CANADIAN  DOLLAR  (5/24) 

1.20 

1.19 

1.24 

SWISS  FRANC  (5/24) 

1.79 

1.76 

1.43 

MEXICAN  PESO  (5/24)^ 

2,465 

2,458 

2,300 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per 

U.  S.  dollar. 

except  for 

PRICES 

Latest 

Week 
ago 

%  Change 
year  ogo 

GOLD  (5/24)  $/troy  oz. 

361.500 

371.900 

-20.4 

STEEL  SCRAP  (5/23)  #  l  heavy,  $/ton 

1 14.50 

1 15.50 

1.3 

FOODSTUFFS  (5/22)  index,  1967-  100 

228.5 

227.6 

-1.1 

COPPER     20)  ^, 71b. 

124.7 

132.1 

16.3 

ALUMINUM  (5/io),^/ib. 

100.8 

101.0 

-17.0 

WHEAT  (5/20)  #  2  hard,  $/bu. 

4.54 

4.62 

38.0 

COTTON  (5/20)  strict  low  midoling  1  - 1  / 1 6  in. 

^/Ib. 

62.79 

63.08 

0.2 

Sources:  London  Wed.  final  setting,  Chicago 
Week,  Kansas  City  mkt.,  Memphis  ml<l 

Tikt.,  Co 

mmodity  R 

^search  Bureau,  Metals 

latest 
month 

Month 
ago 

%  Chang 
yearog 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Apr.)  billions  $129.1 

$125.4 

10. 

BUDGET  SURPLUS  OR  DEFICIT  {-)  (Apr.)  millions 

$41,446  - 

$35,779 

NA 

CONSUMER  PRICE  INDEX  (Apr.) 

123.1 

122.3 

5. 

REAL  GROSS  WEEKLY  PAY  (Apr.) 

$167.66 

$165.61 

-1. 

Sources:  Commerce  Dept.,  Treasury  Dept.,  BLS  j 

  i 

MONETARY  INDICATORS 

latest 
week 

Week 
ogo 

%  Chang 
year  ag 

MONEY  SUPPLY,  Ml  (5/8) 

$772.9 

$781.6r 

0. 

BANKS'  BUSINESS  LOANS  (5/10) 

316.9 

317.9r 

4: 

FREE  RESERVES  (5/17) 

427 

667r 

-18. 

NONFINANCIAL  COMMERCIAL  PAPER  (5/10) 

122.8 

121.5 

30.! 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves 
o  two-week  period  in  millions). 

which  ore  e> 

pressed  f-j 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year  : 
ago 

FEDERAL  FUNDS  (5/23) 

9.73  % 

9.76% 

7.14°^ 

PRIME  (5/24) 

11.50 

11.50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (5/23) 

9.21 

9.37 

7.241 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/24) 

9.50 

9.55 

 1 

7.28' 

EURODOLLAR  3-MONTH  (5/i7) 

9.56 

9.85 

7.40  5 

Sources:  Federal  Reserve  Board,  First  Boston 

fl:  Row  data  in  the  production  indicators  ore  seasonally  adjusted  in  computmg  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipmei' 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  —  revised         NM  =  Not  meaningful 
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Give  us  your 
Hartmann. 


Hermes^  Gucci. 
Vuittoti  and 
Mark  Cross. 


The  Great  Mark  Cross  Luggage  Trade-Up  is  on. 
From  now  until  June  30, 1989,  that  old  luggage  will  get  you 
a  credit  towards  the  purchase  of  any  new 
Mark  Cross  luggage  in  any  Mark  Cross  store. 
Bring  it  in  for  an  appraisal  soon! 


tAARAr 

IS 


New  York:  Fifth  Avenue,  World  Financial  Center 
San  Francisco  •  Bal  Harbour  Shops  •  Atlanta  •  Troy  •  Houston  •  Dallas  •  South  Coast  Plaza  •  Beverly  Hills  •  Boston 
Chicago  •  St.  Louis  •  Colorado  Springs  •  The  Mall  At  Short  Hills  •  Palm  Beach  •  Washington,  D.C. 


Guess  who 
already  made  a  fax 
when  a  letter 
fromNewl^)tk 
to  London 
took  10  days? 


Believe  it  or  not,  we  were  developing  a  fax  59 
years  ago. 

We  were  actually  selling  a  fax  43  years  ago. 
And  you  thought  the  fax  was  a  child  of  the  '80s. 
In  reality,  Toshiba  has  more  experience  with 
the  fax  than  anybody. 
And  it  shows. 

Today,  Toshiba  fax  is  a  high-tech  masterpiece 
of  sophistication  and  reliability  The  fact  is,  we 
lead  the  pack  in  the  design  and  development  of 
such  key  facsimile  components  as  image  sensors 
and  scanner  image  processors,  (Overall,  we 
registered  more  patents  in  the  U.S.  last  year  than 
IBM  or  Xerox.) 

You  see,  getting  there  ahead  of  everybody  else 
has  certain  advantages. 

It  gives  you  plenty  of  time  to  get  it  right. 

And,  if  you're  buying  or  upgrading  a  facsimile 
system,  our  free  Management  Reports  will  help 
you  do  it  right.  Call  1-800T-FAXING. 


Get  the  FREE  fax  report 
thafs  right  for  your  business. 
Call  1-800-T-FAXING 

TOSHIBA  AMERICA  IIMPOHMATiaiM  aVBTEMS,  IKIC. 


In  Touch  with  Tomorrow  ' 

TOSHIBAi 

Facsimile  Systems 
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CRACK  DOWN  ON 
OVERPAID  BOSSES 


low  ironic  it  is  that  "free  enter- 
I prise,"  which  our  captains  of  indus- 
try are  so  quick  to  invoke  when  it  suits 
their  purposes,  plays  so  little  a  role  in 
the  setting  of  their  own  compensation 
("Is  the  boss  getting  paid  too  much?" 
Cover  Story,  May  1).  Is  it  any  wonder 
that  corporate  execu- 
tives' pay  increases  rou- 
tinely outstrip  every- 
body else's,  when  you 
consider  that,  as  a 
group,  they  sit  on  each 
other's  boards  and  set 
each  other's  salaries,  bo- 
nuses, and  other  perks? 
It  is  as  if  ball  players 
and  rock  stars  (which 
CEOs  love  to  compare 
themselves  to  when  jus- 
tifying their  pay  levels) 
had  to  bargain  only  with 
other  groups  of  ball 
players  and  rock  stars, 
instead  of  with  the  tighter-fisted  owners 
of  the  teams  and  record  companies.  The 
analogy  further  breaks  down  when  you 
consider  that  ball  players  and  rock  stars 
do  not  have  long-term  job  security  pro- 
vided by  golden  parachutes,  stock  op- 
tions, and  executive  insurance  policies  to 
fall  back  on  when  their  pitching  arms  or 
voices  give  out. 

Consultants  do  not  get  referrals  to 
other  companies  by  recommending  to 
the  CEOs  who  hire  them  that  their  com- 
panies are  already  paying  them  plenty 
and  would  be  better  advised  to  put  the 
additional  money  into  clerical  or  middle- 
management  salaries.  Nor  do  internal 
staff  reap  bonuses  and  promotions  by 
proffering  such  advice. 

Despite  the  occasional,  well-publicized 
move  by  an  executive  from  one  company 
to  another  com.pany,  the  typical  CEO  is 
promoted  from  within.  Is  there  anyone 
who  really  believes  that  a  young  execu- 
tive vice-president  earning,  say,  $300,000 
per  year  would  turn  down  the  opportuni- 
ty to  become  president  if  it  only  paid 
$450,000  or  $500,000,  instead  of  paying 
$1  million? 
CEOS  are  good  at  asking  hard  ques- 


tions about  pay  levels  for  the  low« 
ranks.  Many  a  human  resources  directc 
has  spent  long  hours  being  grilled  aboi 
whether  the  corporate  salary  budget  f( 
the  rank  and  file  needs  to  be  6%  or  on 
5%%.  Similar  questions  need  to  be  ask( 
about  executive-pay  proposals,  and  it 
the  responsibility  of  the  board  of  dire 
tors  to  ask  them.  Current  board  mer 
bers  seem  to  be  inhibited  about  carryir 
out  this  responsibility,  because  askir 
hard  questions  violat 
the  unspoken  rules  < 
the  "club."  It  is  time 
broaden  club  membe 
ship  and  to  begin  elec 
ing  to  our  boards  dire 
tors  who  will  take  th 
fiduciary  duty  to  sha 
holders  more  seriously 
Steven  Bavar 
Rowayton,  Co 


I; 


s  the  boss  gettii! 
Ipaid  too  much?  Mayl 
we  should  ask:  "Al 
the  shareholders  beiJ 
raped?"  These  outif 
geous  compensation  packages  give  caj 
talism  a  bad  name.  The  directors  w| 
permit  this  mayhem  with  shareholde| 
money  should  be  sued.  How  can  an 
nual  remuneration  of  tens  of  millions  I 
dollars  be  justified?  And  the  most  gq 
ing  joke  of  all?  The  leader  of  this  mer 
pack  is  the  chief  of  Mickey  Mouse  a| 
Donald  Duck! 

Bronislaw  T.  ChrobI 
Summit,  N.j 

The  question  asked  on  the  cover,  "At 
they  worth  it?"  is  easy  to  answ 
No   one   is   worth   an  average 
$19,280,000  a  year  that  these  top  10  (i 
ecs  command.  For  that  matter,  it  is  hsi 
to  say  that  the  708  executives  surve; 
who  averaged  $2  million  last  year 
worth  that  amount.  To  put  this  in  pj 
spective  we  only  have  to  read  further! 
see  that  America's  top  teacher  [t| 
Teacher  of  the  Year]  commands  $34,q 
a  year. 

Is  it  any  wonder  that  high  sch 
graduates  have  trouble  getting  mai] 
facturing  jobs  that  require  basic  num] 
acy  and  literacy  skills?  It's  about  ti 
the  business  community  wakes  up  aj 
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Suit  pressed  with  abutton 
replaced,  5:22  p.m. 
The  WestinStFrancis,  San  Francisco. 


To  some,  it  is  no  more  than  an 
ordinary  valet  delivery.  Yet  at  this  cru- 
cial moment,  one  determines  whether 
a  hotel  s  performance  equals  its 
promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  your  needs,  but  to  anticipate 
them.  People  who  respond  promptly 
to  any  request,  at  any  hour. 

That  is  why  time  and  time  again, 
you  can  be  sure  Westin  will  come 
through  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 

No  matter  how  pressing 
your  need. 


Hotels  8^  Resorts 


your  trove/  consultant  or  800-228-3000.  Acapulco  •  Atlanta  •  Atlanta  (Buckhead)  •  Boston  •  Calgary  •  Cancun  •  Chicago  ■  Chicago  (O'Hare)  •  Cincinnati  •  Dallas  •  Denver  •  Detroit 
nton  •  El  Paso  •  Ft,  Lauderdale  ■  Guadalajara  •  Guatemala  City  •  Hilton  Head  Island  •  Hong  Kong  •  Houston  •  Indianapolis  •  Island  of  Hawaii  ■  Ixtapa  •  Kansas  City  •  Kauai  •  Kyoto  •  Los  Angeles 
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"Art 
will  always 
be  art." 

Johann  Wolfgang  von  Goethe 


Mercedes-Benz  cars  have  always  been 
among  the  most  sophisticated  and  fascinat- 
ing automobiles  of  their  time. 
Spanning  more  than  a  century,  the  history  of 
Mercedes-Benz  is  a  chronicle  of  pioneering 
achievements  in  automotive  technology: 
From  the  first  protective  safety  body  to  the 
electronically  controlled  Seatbelt  System,  the 
Airbag  and  the  Anti-lock  Braking  System. 


Daimler-Benz  AG,  MercedesstraRe  136,  D-7000  Stuttgart  60,  Federal  Republic  of  Germany 


The  history  of  Mercedes-Benz  is  a  portfolio 
of  classic  design.  Never  merely  following 
temporary  fashion  trends,  but  always  retain- 
ing the  distinctive  character  and  identity  of 
the  marque. 

Daimler-Benz,  the  parent  company  of 
Mercedes-Benz,  is  committed  to  its  leading 
role  in  the  automotive  world. 


The  automobile  is  and  will  remain  the 
driving  force  at  Daimler-Benz. 
Yet,  Daimler-Benz  is  more  than  just 
automobiles.  Daimler-Benz  is  aerospace, 
aviation,  electronics  and  advanced  com- 
munications. With  all  of  these  resources  at 
their  disposal,  Mercedes-Benz  engineers  will 
continue  the  science  -  and  art  -  of  creating 
the  world's  finest  automobiles. 

Daimler-Benz 
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OUR  COMMITMENT  TO 

GOES  ON  FOR  MILES. 


AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  pwsition 
carries  a  commitment. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of 
AMBAC  I NSU RE D  '^^"^^  AMBAC  insures.  In  1988, nearly  $1  billion, or 
^^^^p^  j  ^^[J        ^^^^  dollar  of  every  ten  insured  by  AMBAC, 

IKI  lOQQ  TLJ  AKI  was  in  transportation-related  projects.  That  translates 
•  •  p! ,  Z^^i    J-  directly  into  new  and  better  roads,  bridges,  transit 

/\rN  T  \^  I  ri  t  K  and  airport  facilities  all  across  America,  benefitting  millions 
C^D^^P/^I^         commuters,  vacationers  and  business  travelers. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  total  number 
of  new  issues  we  insured.  By  that  standard,  AMBAC  insured  more  issues  last  year 
than  any  other  company— a  total  of  699— for  an  insured  issue  volume  of  $7.93  billion, 
or  nearly  30%  of  all  new  insured  issues. 

By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond 
insurance.  And  that's  good  not  only  for  America's  travelers.  It's  good  for  the  whole 
country.  AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 


INDEMNITY  CORPORATION 


The  new  COMPAQ  DESKPRO  286e. 
Further  proof  that  what's  on  the  outside 


COMPAQ'  is  a  registered  li<  jemark  of  Compaq  Computer  Corporal]on  -  'Registered  U  S  Patent  dnd  TVademark  Office.  T  1989  Compaq  Computer  Corporation.  All  rights  reserved 


says  a  lot  about  what's  on  the  mside. 


Compaq  has  earned  a  reputa- 
on  for  building  the  most  powerful 
nd  reliable  per- 
Dnal  computers 
1  the  world. 

Credit  this  to 
ae  engineers  at 
hripaq  who  work 
3  make  sure  that 
ou  ha\'e  the  exact 
ombination  of 
matures  needed  to 
b  your  job.  And  do  it  better. 

The  new  COMPAQ  DESKPRO 
;86e  is  the  latest  personal  com- 
pter to  prove  this  point. 

It  brings  a  12-MHz  286 
oicroprocessor  together  with  a 
Dng  list  of  integrated  features, 
vll  in  a  compact  package  that 
akes  on  the  latest  applications, 
Nfithout  taking  over  your  desk. 

Start  with  high-performance 


You  11  see  thitjgs  in  a 
built-in  high-speed 


better  light  with 
VGA  graphics. 


ive  expansion  slots  gh-'e  you  room  to  grow: 
ie  for  high-speed  memory,  and  four  for 
<.ousands  of  industry-statidard  add-ins. 

uilt-in  VGA  graphics.  It  gives 
ou  higher  resolution  and  sharp- 
r  contrast  so  e\'er\lhing  from 


text  to  graphics  is  easier  to  read. 
It  also  gi\^es  you  the  capabilit\'  to 
display  up  to  256 
colors  simultane- 
ousfy  on  a  VGA 
monitor. 

We  know  you 
have  lots  on  your 
mind.  That's 
why  one  mega- 
b\ie  of  rnemorv 
is  standard  and 
can  be  expanded  to  13  megab}ies 
using  a  separate  high-speed  mem- 
ory expansion  slot.  So  you  can 

Built-in  interfaces  mean  you  can 
.   connect  a  mouse,  printer 
modem  or  other  tools  with- 
out taking  up  a  slot. 

lacklejust  \  about* 
an\thing  you  want. 

Need  room  to  grow?  Four 
industr^'-standard  expansion  slots 
let  you  add  extra  capabilities  to 
do  things  like  swap  information 

with  other  PC's.  Wbrk  

over  the  phone.  Even 
get  on  speaking  terms 
witli  a  mainframe. 

The  COMPAQ 
DESKPRO  286e 
Personal  Comput- 
er also  allows 
you  to  use  up 


to  four  internal  storage  devices, 
choosing  fast  110-,  40-,  or  20-MB 
fixed  disk  drives,  both  5^4-  and 
3  V2-inch  diskette  drives,  as 
well  as  tape  drives. 

SimpK^translated,  the  COMR\Q 
DESKPRO  286e  has  the  features 

You  II  get  the  jlexibiliVy  to  use 
both  3'U-  and  3'h-inch 
diskette  drives,  along 
with  a  wide  variety 
of  fixed  disk  drix^es 
and  tape  drives. 


and  compatibilitv^  to 
easiK'  run  the  ^read- 
sheets,  reports  and 
other  work  you  do. 
And  it  can  just  as  easily  run  on  a 
network,  so  you  can  share  your 
ideas  with  ever^'one. 

It's  this  kind  of  attention  to 
detail  that's  made 
the  COMPAQ        name  unparal- 
leled for  quality  \jeliability 
and  performance. 
That  about  covers  it. 
Inside  and  out. 

For  a  free  brochure  on  the 
COMPAQ  DESKPRO  286e 
and  the  location  of  an  Autho- 
rized COMPAQ  Computer 
Dealer  near  you,  just  call 
1-800-231-0900,  Operator 
92.  In  Canada,  1-800- 
263-5868,  Operator  92. 


comPAa 


simply  works  better. 


Tuo  and  half  centuries  of  trading 


Commerce  v»ith  the  world,  for  a 
small  country,  is  the  only  way  to 
substantial  wealth.  Trade  with 
China  and  the  Far  East  have  been 
important  for  centuries.  The 
Swedish  East  India  Company, 
founded  in  1731.  equippetl  and  dis- 
patched 132  expeditions  over  the 
next  three  quarter?  centun*.  Those 
who  financed  i  nd  led  these  voyages 
demonstrated  a  willingness  to  ac- 
cept risk  and  face  the  unknown 


which  should  earn  our  respect  and 
their  example  may  ser^e  as  a  chal- 
lenge to  Us. 

This  tradition  of  trade  is  still  con- 
tinued. Today  Kinne>"ik  is  Sweden's 
largest  importer  of  finished  pro- 
ducts from  Japan.  Kinne^'ik  is  also 
the  initiator  and  a  co-founder  of 
China  Telephone  Company  Limited: 
a  Hong  Kong  company  in  the  cellu- 
lar telephone  business.  Kinne^ik 
continuously  seeks  opportunities  to 


estabhsh  new  communications  sy 
tems  in  Europe  as  well  as  in  tl 
Orient  and  other  overseas  market 


ifie  ssnis  groi^  of  pmcipsi  (Mnss. 


JndusaifcrvatoTiTtgs  AS  Kirne^  IS  an  |rTves^^r«rr^ 
condxled  through  tii^Miy  or  partatyoiwiedsitgMf^ 

rock-dnfing  equipment  import.  relaBng,  ieasing  and  service  of  cats  and  earttwnoving  machinery;  opeialion  of  ceUar  mobie  telephone  and  dgitaj  messa^ 
.t:t9rn£;  operation  of  aeta  cart  phone  systems;  sate  of  date-commiOTC^ 
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the  most  practical  and  economical 
of  providing  the  necessary  habitat 
numerous  species. 

Ve  must  see  the  necessity  of  eventu- 
'  harvesting  these  and  other  re- 
rces  to  the  benefit  of  the  overall  eco- 
tem.  Surely  we  can  put  up  with  some 
iporary  eye  irritation  by  understand- 
the  long-term  benefits  of  well- 
aned,  reasonably  sized  clear-cuts. 

Charles  A.  Sauer 
Regional  Director 
The  Ruffed  Grouse  Society 
Granville,  Ohio 

E  DANGERS  OF  CUTTING 

POSIT  INSURANCE  

^our  editorial  "Insure  depositors,  not 
bad  risks"  (Editorials,  May  8)  floats 

destructive  idea  of  lowering  "the  de- 
it  insurance  ceiling  from  $100,000  per 
ount  to,  say,  $50,000  per  household." 
Vhy  is  this  destructive?  Because  de- 
its,  for  better  or  for  worse,  flow  to 
sting  levels  of  deposit  insurance;  and 
ause  the  larger  banks  of  this  nation 
rate  under  no  effective  deposit-insur- 
;e  discipline  because  they  are  too  big 
Pail.  Your  readers  are  well-acquainted 
h  the  billion-dollar  rescues  of  Conti- 
ital  Illinois  as  well  as  the  Texas  trio 
First  Republic,  First  City,  and  MCorp. 
such  rescues,  all  deposits  are  made 
oie  [including  those  that  are  in  over- 
,s  branches].  No  deposits  are  at  risk. 
Against  this  well-established  policy 
:kdrop,  lowering  existing  levels  of  de- 
lit  insurance  would  ensure  the  out- 
V  of  funds  from  the  thousands  of  too- 
all-to-save  financial  institutions  to  the 
itive  handful  of  too-big-to-fail  institu- 
is.  Funds  thus  would  flow  to  those 
y  institutions  that  pose  the  greatest 
itemic  risk  to  the  existing  system  of 
eral  deposit  insurance, 
t  is  worth  noting  that  the  larger  insti- 
ions  pay  no  special  insurance  premi- 

for  their  immortality.  It  is  also  worth 
;ing  that  not  only  does  the  Middle 
stern  depositor  with  $10  million  in  the 
ndon  branch  of  a  large  U.  S.  money- 
iter  bank  enjoy  de  facto  100%  FDic 
urance  coverage  that  the  $200,000 
va  farm  depositor  doesn't  enjoy  at  his 
al  bank,  but  also  that  the  money-cen- 

bank  pays  no  FDic  insurance  assess- 
nt  on  this  foreign  deposit. 

Kenneth  A.  Guenther 
Executive  Vice-President 
Independent  Bankers  Association 
Washington 


ters  to  the  Editor  should  be  sent  to  Readers 
)ort,  Business  Week,  1221  Avenue  of  the  Amen- 
,  New  York.  N  Y.  10020.  Fax:  (212)  512-6875, 
3x:  12-7960,  Intl.  4998204.  All  letters  must  in- 
ie  an  address  and  daytime  and  evening  tele- 
ine  numbers.  We  reserve  the  nght  to  edit  letters 
clarity  and  space. 


HERE'S  THE  ONLY  KIND  OF 
PAPERWORK  OUR  EXECUTIVE 
INFORMATION  SYSTEM 
WILL  GENERATE. 
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When  it  comes  to  keeping  managers  focused,  informed,  and  produc- 
tive, traditional  paper  reports  never  seem  to  mai<e  the  grade.  Not  enough 
information  can  be  absorbed  fast  enough  to  influence  the  attainment 
of  results. 

That's  why  managers  at  over  140  major  corporations  turn  to  Pilot 
Executive  Information  Systems  (EIS)  tx)  track  progi'ess  on  primary  con)o- 
rate  goals  and  issues.  Oui-  EIS  systems  are  designed  U)  accelerate  the 
flow  of  critical  information  to  top  managers,  providing  advantages  that 
paper-based  systems  just  can't  match.  These  include  high-speed  tracking 
of  key  financial,  marketing,  or  human  resouice  operations  with  auto- 
mated variance  analyses,  exception  reports,  and  text  supplements  plus 
industry  news,  competitive  intelligence,  and  other  external  data. 

Now,  it's  easier  than  ever  to  deliver  this  business  advantage  to  your 
top  managers,  thanks  to  Pilot's  new  EIS/G  Generation  Series.  EIS/G 
allows  companies  to  customize  EIS  applications  faster  than  ever  before 
while  substantially  reducing  the  support  and  maintenance  costs. 

lb  find  out  more  about  Pilot,  call  us  at  (617)  350-7035.  We'll  show 
you  how  our  EIS  can  help  you  generate  the  only  kind  of  paperwork 
companies  can  never  have  too  much  of. 


EXECUTIVE  SOFTWARE 

40  Broad  Street    Boston,  MA  l)210H 
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TERRITORY  OF  LIES 

By  Wolf  Blitzer 

Harper  &  Row  •  336pp 


$22.50 


THE  SPY  WHO  LOVED  ISRAEL 
—AND  PAID  FOR  IT 


Jonathan  Jay  Pollard  is  many  peo- 
ple's worst  nightmare.  For  Ameri- 
can Jews,  he  lends  ammunition  to 
the  charge  that  dual  loyalty  to  the  U.  S. 
and  Israel  is  impossible.  For  American 
intelligence  agencies,  he  is  a  reminder 
that  their  most  treasured  secrets  are 
vulnerable.  And  for  Israel's  vaunted  se- 
curity services,  he  is  proof  that  they  can 
botch  a  job  with  the  worst  of  them. 

Pollard,  now  serving  a  life  sentence  at 
the  maximum-security  federal  prison  in 
Marion,  111.,  was  a  civilian  analyst  for 
the  Office  of  Naval  Intelligence,  a  Jew 
obsessed  with  Israel  since  childhood,  and 
a  man  with  grandiose  fantasies  of  hero- 
ism. As  told  in  this  compelling  book  by 
Wolf  Blitzer,  Washington  bureau  chief 
for  the  English-language  Jerusalem 
Post,  Pollard's  three  sides  came  together 
with  disastrous  results. 


Territory  of  Lies  has  all  the  elements 
of  a  thriller  except  the  suspense.  Pollard 
was  working  in  an  antiterrorism  unit  of 
Naval  Intelligence  in  1984  when  he  de- 
cided to  stop  thinking  about  what  he 
called  his  "racial  obligation"  to  Israel 
and  do  something  about  it.  At  a  meeting 
set  up  by  a  friend.  Pollard  announced  to 
Israeli  Air  Force  Colonel  Aviem  Sella  his 
intention  of  becoming  a  spy. 

Fearing  plants,  intelligence  agents  are 
usually  wary  of  volunteers.  Israel's  offi- 
cial agency — the  Mossad,  with  close  ties 
to  the  Central  Intelligence  Agency — 
wanted  no  part  of  running  a  mole  in  a 
U.  S.  security  service,  lakam,  a  shadowy 
unit  of  the  Defense  Ministry,  was  in- 
trigued but  first  asked  Pollard  to  prove 
he  could  supply  information  that  was 
not  coming  through  ordinary  intelli- 
gence-sharing. Pollard  passed  with  hon- 


\0 
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ors.  But  LAKAM  head  Rafael  Eitan  dis 
trusted  a  spy  motivated  by  ideologj 
alone.  To  keep  Pollard  hooked,  he  show 
ered  him  with  cash,  adding  up  to  tens  oj 
thousands  of  dollars  over  18  months. 

For  Israel  to  run  an  agent  within  U.  S* 
military  intelligence  was  rash.  Eitan,  aii^ 
experienced  spy  master,  compounded  th(l| 
risk:  He  gave  Pollard  no  training  aw 
even  failed  to  provide  him  with  an  es 
cape  route.  Pollard's  material,  mosti; 
satellite  photos,  was  so  good  that  thi  sfis 
Israelis  demanded  more  and  more.  Ei|t!! 
tan's  greed  was  Pollard's  undoing. 

When  Pollard's  boss  at  Naval  Intelli 
gence  realized  the  analyst  was  doing  re 
search  unrelated  to  his  job,  counterintel  }«/ 
ligence  agents  questioned  Pollard 
home  but  didn't  arrest  him  immediatelyi to 
He  and  his  wife,  Anne,  fled  to  the  Israel 
embassy,  where  he  was  chucked  out  int( 
the  FBI's  waiting  arms.  Convinced  h 
had  been  abandoned  by  Israel,  whici 
promised  "full  cooperation"  with  the  in 
vestigation.  Pollard  pleaded  guilty  an( 
told  prosecutors  all  he  knew.  He  impli 
cated  a  number  of  Israelis  and  con 
firmed  Washington's  fears  that  Jerusa  n'f 
lem  had  not  cooperated  fully  at  all. 

While  awaiting  sentencing,  Pollan 
gave  Blitzer  two  interviews  that  fonif« 


ali 


1 1989  Centel  Corporalion 


heart  of  this  book, 
hough  the  Justice 
jt.  approved  the 
stings,  it  later  ar- 
d  that.  Pollard  had 
ated  his  plea  bar- 
1  agreement,  which 
lid  have  reduced  his 
tence,  by  talking. 
;zer  thinks  Justice 
d  him  to  set  a  trap 

Pollard  but  holds 
lard  responsible  for 
ing  into  it. 
•espite  some  awk- 
"d  writing,  Blitzer 
IS  a  good  tale.  But 

real  value  of  Terri- 
!/  of  Lies  is  in  the 
,1  section,  where  he 
s  to  figure  out  how 

Pollard  affair  hap- 
ed  and  how  much  harm  was  done, 
lough  the  U.  S.-Israel  relationship  re- 
ns  strong,  it  was  in  many  ways  per- 
lently  damaged.  Friendly  countries 

and  do  spy  on  each  other — but  with- 
irm  limits  that  the  Israelis  exceeded 

miles.  What  intelligence  agencies 
it  fear  losing  is  the  secret  of  how 
ir  data  are  collected.  By  giving  Israel 
jrmation  that  had  not  been 
rubbed"  to  eliminate  tips  about  the 


HEADED  FOR  JAIL:  WAS  POLLARD'S  SENTENCE  OF  LIFE  IMPRISONMENT  TOO  HARSH? 


source,  Pollard  may  have  made  the  U.  S. 
stingier  in  sharing  data  with  Israel. 

One  of  the  saddest  consequences  of 
the  affair,  as  Blitzer  notes,  is  the  insecu- 
rity many  Jews  in  high  U.  S.  govern- 
ment positions  have  felt  since  Pollard's 
arrest.  Security  clearance  for  officials 
with  close  relatives  in  Israel  now  comes 
under  the  scrutiny  once  reserved  for 
those  with  family  in  the  Soviet  Union. 

But  did  Pollard  get  life  because  of 


anti-Semitic  or  anti-Isra- 
el sentiment?  Blitzer  re- 
jects the  idea,  though 
he  finds  the  sentence 
excessive.  He  obtained 
a  sanitized  version  of 
a  damage  assessment 
memo  written  by  then 
Defense  Secretary  Ca- 
spar W.  Weinberger. 
Blitzer  hints  he  saw  the 
original,  too.  He  con- 
cludes; "Pollard  did  in- 
deed damage  U.  S.  na- 
tional security. . . .  Even 
Pollard's  supporters 
would  recognize  the 
damage  if  the  full 
memo  were  released." 

Finally,  Blitzer  re- 
jects Israel's  contention 
that  Pollard  was  run  by 
a  "rogue"  operation.  Whatever  the  Is- 
raeli government  says,  the  information 
Pollard  was  providing  was  too  good  and 
too  abundant  to  have  escaped  the  atten- 
tion of  top  officials  in  Israel's  defense 
forces  and  government.  If  the  higher- 
ups  didn't  know,  it's  only  because  they 
were  working  very  hard  not  to  find  out. 

BY  STEPHEN  H,  WILDSTROM 
Senior  News  Editor  Wildstrom  follows  in- 
telligence matters  in  Washington. 
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CENTEL 

Wherever  life  takes  you,  Centel  keeps  you 
close  to  home.  Our  cellular  system  is  already 
second  in  number  of  markets  served  and 
grovi/ing  fast.  Hardly  surprising,  considering 
our  leadership  position  in  digital  switching  and 

fiber  optics,  expertise  our  people  at 
Centel  Cellular  share  with  their  colleagues  at  our 
telephone  operations.  All  of  which  helps  us 
bring  people  a  little  closer  together  each  day 

WHERE  PEOPLE  CONNECT 

■Cellular  Communications- 
•  Telephone  ■  Business  Systems  • 
•  Power  Distribution  • 
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Mm  Week  is  the  one  sure 
way  to  find  out  everything 
you  want  to  know  about 
the  world  of  business. . . 
every  week  of  the  year. 
Miss  a  week  and  you  might 
miss  critical— profitable- 
information. 

Subscribe  to  Business 
Week  and  you'll  receive 
every  issue,  delivered  con- 
veniently to  your  home  or 
office.  Subscribe  now  and 
you'll  save  $2.00  (the  cover 
price  of  your  next  issue) 
off  the  basic  subscription 
rate.  Just  fill  out  the 
postage-paid  order  card 
and  drop  it  in  the  mail. 
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IF  YOU  LIKE  THIS  ISSUE  OF  BUSINESS  WEEK.. 


THE  NEXT  ONFS 

ONUS! 


Once  a  week,  every  week, 
Business  Week  brings  you 
up  to  date  on  the  world  of  business. 
We  tell  you  what's  happening  and 
why  And  we  tell  you  what  the  news 
means  to  you. .  .and  how  it  could 
affect  your  business  and  personal 
life.  We  help  you  sort  out  the  facts 
in  time  to  make  the  right  decisions. 

And  Business  Week's  not 
always  strictly  business.  With  our 
coverage  of  politics,  people,  govern- 
ment, science,  technology,  and 
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more,  we  give  you  a  well-rounded 
look  at  the  week's  events,  and  the 
people  who  are  shaping  them,  here 
and  abroad. 

So  take  advantage  of  this 
opportunity  Subscribe  to  Business 
Week  now  and  save  $2.00— the  cover 
price  of  your  next  issue.  You'll  enjoy 
the  convenience  of  having  Business 
Week  delivered  to  your  home  or 
office,  and  you  won't  miss  a  single 
week  of  critical  business  informa- 
tion, all  year  long. 


NO  POSTAGE 
NECESSARY 
IF  MAILED 
IN  THE 
UNITED  STATES 


Save  over  60%  on 
your  new  subscription, 

Just  fill  oul  the  card  on 
the  other  side  and  drop  it 
in  the  mail.  Do  it  today! 


Busines^Afeck 


iconomic  Viewpoint 


HIGHER 
'SIN'  TAXES: 
A  low  BLOW 
TO  THE  POOR 

BY  GARYS,  BECKER 


ome  economists  are  calling 
for  greater  taxation  of 
smoking,  drinking,  and 
;ambling  to  help  government 
sficits.  But  taxes  on  lotteries 
id  cigarettes — expenditures 
favored  by  the  poor — are 
already  excessive 


GARY  S.  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


Prompted  by  the  large  federal  bud- 
get deficit  and  the  financial  diffi- 
culties faced  by  state  govern- 
ments, some  economists  have  called  for 
greater  taxation  of  "sin" — smoking, 
drinking,  and  gambling.  But  I  believe 
that  the  taxes  on  lotteries  and  cigarettes 
are  already  excessive  and  that  only  the 
tax  rate  on  beer  is  clearly  too  low. 

Lotteries  have  replaced  "numbers"  as 
the  favorite  method  of  gambling  among 
the  poor.  There  are  33  states  with  lotter- 
ies, and  many  others  are  discussing 
whether  to  introduce  them.  But  only 
about  half  the  amount  wagered  on  lot- 
tery tickets  is  returned  as  prizes.  From 
30%  to  45%  of  the  revenue  from  lotter- 
ies, depending  on  the  state,  is  tax.  The 
rest  goes  for  administrative  expenses 
and  for  the  cost  of  collecting  the  tax 
revenue.  Why  should  states  tax  so  heavi- 
ly the  pleasures  poor  bettors  get  from 
dreaming  of  a  better  life  with  less 
drudgery? 

It  is  impossible  to  justify  on  equity 
grounds  the  heavy  taxation  of  lotteries. 
A  study  of  lotteries  by  Professors 
Charles  Clotfelter  and  Philip  Cook  for 
the  National  Bureau  of  Economic  Re- 
search shows  that  the  poor  bet  a  much 
larger  share  of  their  incomes.  Yet,  the 
authors  also  show  that  the  typical  low- 
income  bettor  does  not  spend  much.  Not 
many  poor  whites  bet  more  than  $10  a 
week,  although  a  much  larger  fraction 
of  poor  blacks  do.  People  who  bet  mod- 
est sums  hurt  no  one,  and  those  who 
gamble  a  lot  mainly  harm  themselves 
and  their  families. 

SOCIAL  PRICE?  Inhalation  of  cigarette 
smoke  does  not  cause  auto  accidents,  ab- 
senteeism from  work,  or  much  other  be- 
havior that  imposes  large  costs  on  soci- 
ety, although  a  big  debate  is  raging 
about  the  harmful  effects  of  passive 
smoking.  And  the  taxes  that  account  for 
about  30%  of  cigarette  prices  are  regres- 
sive, since  less  educated  and  poorer  peo- 
ple smoke  much  more  than  others.  Per- 
haps smoking  by  teenagers  should  be 
curtailed  if  they  are  not  capable  of  fore- 
seeing the  harmful  consequences  on 
their  own  health  of  their  behavior,  but 
why  tax  so  heavily  adult  smokers  who 
mainly  harm  themselves? 

Excessive  drinking  does  cause  a  large 
fraction  of  road  deaths  and  much  job 
absenteeism.  The  recent  disastrous  Ex- 
xon Valdez  oil  spill  was  allegedly  partly 
the  result  of  drinking  by  the  ship's  cap- 
tain. Excise  taxes  account  for  a  sizable 
45%  of  liquor  prices  but  only  about  10% 
of  wine  and  beer  prices.  The  tax  on  beer 
seems  low,  for  this  is  the  alcoholic  bever- 
age favored  by  the  drunk  young  people 
who  cause  many  auto  deaths. 

However,  heavy  taxes  on  alcohol  dis- 
proportionately penalize  light  drinkers 


and  people  who  confine  their  heavy 
drinking  to  situations  where  they  are 
not  a  threat  to  others.  For  this  reason,  I 
believe  severe  punishments  to  drinkers 
who  cause  serious  auto  and  other  acci- 
dents, rather  than  very  high  taxes, 
should  be  used  as  the  main  deterrent  to 
inappropriate  drinking. 

Even  though  the  federal  and  many 
state  governments  are  looking  for  addi- 
tional revenue  to  cut  their  budget  defi- 
cits, they  have  shied  away  from  raising 
taxes  on  groups  that  offer  strong  politi- 
cal opposition.  Companies  often  use  their 
political  clout  to  keep  down  the  taxes  on 
their  products. 

NO  PRESSURE.  In  light  of  the  importance 
of  clout,  it  is  easy  to  see  why  lotteries 
are  highly  taxed.  Private  companies  do 
not  run  lotteries,  so  no  company  has 
much  reason  to  lobby  against  the  large 
slice  of  lottery  revenues  taken  by  states. 
Bettors  are  not  well  organized  and  do 
not  spend  enough  to  take  an  interest  in 
the  politics  of  lottery  taxes. 

The  middle  classes  and  the  rich  don't 
usually  gamble  through  lotteries,  but 
through  stocks,  bonds,  futures,  options, 
and  other  financial  instruments.  The  low 
tax  rates  on  financial  transactions  result 
partly  from  stock  and  bond  markets' 
serving  other  purposes  than  the  desire 
of  the  traders  to  gamble — raising  capi- 
tal, for  instance.  But  surely  a  crucial 
reason  is  also  that  groups  such  as  the 
New  York  Stock  Exchange  lobby  hard 
to  keep  taxes  down. 

The  tax  rates  on  cigarettes,  beer,  and 
wine  are  lower  than  those  on  lotteries 
not  because  of  lower  public  hostility  to 
smoking  and  heavy  drinking  than  to  bet- 
ting. Rather,  there  is  well-organized  op- 
position to  smoking  because  of  the  enor- 
mous harm  to  smokers.  And  everyone 
knows  drunks  pose  serious  threats  to 
the  innocent. 

These  forces  aligned  against  smoking 
and  heavy  drinking  would  have  led  to 
higher  federal  taxes  to  raise  revenue 
and  cut  down  these  activities  were  it  not 
for  the  political  power  of  beer,  wine,  and 
liquor  producers,  cigarette  companies, 
and  tobacco  growers.  They  advertise, 
turn  voters  out  on  key  political  issues, 
and  their  political  action  committees  con- 
tribute heavily  to  campaigns  at  all  lev- 
els. Tobacco  growers  are  even  able  to 
get  large  subsidies  while  Congress  de- 
bates higher  taxes  on  cigarettes,  and  the 
federal  tax  on  alcohol  has  hardly  in- 
creased in  30  years  despite  the  large  rise 
in  consumer  prices. 

Government  budget  deficits  may  well 
justify  higher  sales  and  excise  taxes,  but 
taxes  on  lotteries  and  smoking — expen- 
ditures favored  by  the  poor — are  too 
high  compared  with  the  taxes  on  other 
consumer  activities.  n 
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NoMMonair 
WuableThanOni 


For  the  ont '  milli(  m  millionaires  in  .America. 
h  iiising  affoiilabilitx"  is  rareK  a  concern.  But  for 
millions  of  the  rest  of  us.  it  (jften  is. 

Still.owTiing  a  home  i  )f  our  own  remains  at 
the  htviit  of  the  .American  way  of  life.  Its  a  big 
pait  of  w hat  w t ■  all  w ( )rk  f( )r.  Its  a  big  pait  of  w1iat 
makes  .America  w  ork. 

Yet.  bu\1ng  a  home  is  becoming  move  and 
more  difficult  for  millions  of  .Ame^ricans.  despite 
tht^  increase  in  two-mcome  families. 

niemedian-jiriced  homooftodaxabsorbs 
nearK'  ~)()"n  mort^  income  than  it  did  in  1968.The 
rate  of  homt  m  )wiiershi{3  for  25-to  34-year-olds 
declined  from  53"o  in  1978  to  45%  todax: 

At  Fannie  Mae.  w  ere  doing  wiiat  we  can  to 
help  kee|:)  liomoownorship  within  nvich. 

Some  30%  of  the  mi  ntgages  we  financed 
in  1988  w  ere  for  S40.0(  )(J  or  less.Tfiafs  just 
about  w  hat  it  takt 's  f(  )r  a  househok  I  with  a  yearly 
in(  ■(  imi '  ( )f  S  19.0( )( )  to  1  m  a  Ik  imt Last  xvar.  wv 
lit '|| )t "d  nearl\- 3()().( )()( ) sudi  families  1  )u\  fiomes. 

.As  tht "  bSAs  1  li  )using  Parinor.  wt  ■  will 
keep  w orkiiii^  with  lenders. I )uil(  leix  ival  estate 
brok(?rs.  nonprofits  and  go\  emments  at  all 
le\"els  in  the  search  f  )r  soluti(  ins  t(  i  tho  problems 
of  housing  affordabilitx. 

After  all.  the  millionaires  may  not  need 
our  help  to  l)u\  a  home,  but  there  arc  milli(  )ns  of 
other  hard-w  orking  .Americans  w  lio  do. 

FannieMae 

The  USAs  Housing  Partner 


What  a  promotion  should  be. 

A  luxury  car  should  be  a  rewarding  move  up-die  automotive 
equivalent  of  receiving  the  ultimate  promotion.  Choosing  a 
Continental  from  Lincoln  means  moving  up  to  one  of  the  most 
advanced  luxury  cars  in  die  world  With  sophisticated  suspension, 
steering  and  braking  systems.  And  a  standard  air-bag  supplemental 
restraint  system  for  both  the  driver  and  right  front  passenger 
To  learn  more,  caIll800822-9292.  Or  visit  a  Lincoln  dealer 
for  a  test  drive.  You'll  find  that  becoming  a  CEO  isn't  necessary  to 
own  the  Lincoln  Continental,  though  driving  it  may  very  well 
make  you  feel  like  one. 

Lincoln.  What  a  luxury  car  should  be. 


conomic  Trends 


/GENE  KORETZ 


MOKERS  MAY  BE 
[EEPING  SOCIAL 
ECURITY  HEALTHY . . . 

One  often-cited  reason  for  raising 
the  so-called  sin  taxes  is  that 
smoking  and  heavy  drinking 
arms  not  only  smokers  and  drinkers, 
ut  society  as  a  whole  (page  23).  The 
)sts  include  medical  bills,  property 
image  resulting  from  automobile  acci- 
ents  and  fires,  and  lost  output  due  to 
ekness  and  early  death.  In  the  case  of 
garettes,  the  total  costs  to  smokers 
:id  the  public  at  large  would  run  $2.17 
3r  pack,  according  to  a  1985  study  by 


SMOKING  AND  DRINKING: 
TAXES  VS.  THE  SOCIAL  COST 


■  TAXES  PER  PACK  OR  OUNCE' 
□  SOCIAL  COSTS  PER  PACK 
OR  OUNCE" 


CIGAREHES  ALCOHOL 

I  CENTS 

•AVHW6E  fEDERAL,  STATE,  AND  LOCAL  TAXES 
"COSTS  OF  MEDICAL  aRE,  PROPERTY  LOSS,  DEATHS,  ETC., 
NOT  BORNE  BY  SMOKER  OR  DRINKER 
DATA:  RAND  CORP  ESTIMATES 

tie  Office  of  Technology  Assessment. 
A  new  Rand  Corp.  study  authored  by 
team  of  researchers  led  by  economist 
Millard  G.  Manning  of  the  University  of 
lichigan  takes  a  different  tack.  Argu- 
ig  that  an  efficient  tax  is  one  that  re- 
acts the  costs  imposed  by  individuals 
n  others,  the  study  seeks  to  distinguish 
he  external  costs  of  smoking  and  exces- 
ive  drinking — those  borne  by  society — 
rom  the  internal  costs  borne  by  smok- 
rs  and  drinkers  themselves.  In  this 
iew,  people  are  free  to  engage  in  lawful 
^ehavior,  even  if  it  harms  them,  as  long 
s  they  pay  its  full  costs. 
The  researchers'  most  controversial 
inding  is  that  smokers  come  close  to 
laying  their  own  way  at  the  current  lev- 
:1  of  excise  taxes — mainly  because  they 
ion't  live  long  enough  to  enjoy  the  So- 
ial  Security  and  pension  benefits  they 
lave  paid  for.  To  be  sure,  smokers  incur 
.  lot  more  expenses  in  terms  of  medical 
lills,  sick  leave,  and  fire  damage  to  prop- 
irty  than  they  pay  for  directly  or 


through  insurance  and  taxes.  But  be- 
cause their  lives  are  a  lot  shorter  than 
nonsmokers,  they  also  wind  up  subsidiz- 
ing the  pension  and  Social  Security  bene- 
fits received  by  others.  The  bottom  line 
is  that  that  smoking's  external  costs,  in- 
cluding illness  and  deaths  from  passive 
smoking  suffered  by  family  members, 
are  almost  fully  covered  by  the  current 
tax  bite  (chart). 

By  contrast,  the  Rand  study  concludes 
that  taxes  on  alcohol  cover  only  about 
half  the  costs  that  drinkers  impose  on 
the  rest  of  society.  One  big  reason  is 
that  in  contrast  to  smokers,  a  significant 
number  of  heavy  drinkers  die  young  in 
automobile  accidents  before  they  have 
contributed  much  to  pension  funds.  Oth- 
ers tend  to  retire  early  and  thus  pick  up 
large  disability  and  pension  benefits.  At 
the  same  time,  one  of  the  biggest  exter- 
nal costs  of  heavy  drinking  is  the  value 
of  innocent  lives  lost  to  drunk  driving. 

"If  economic  efficiency  is  the  criterion 
for  determining  taxation,"  says  Man- 
ning, "then  taxes  on  alcohol — particular- 
ly on  beer  and  wine  whose  alcohol  con- 
tent is  taxed  far  less  than  that  of 
distilled  spirits — are  clearly  too  low." 


. . .  BUT  PRICIER  SMOKES 
AND  DRINKS  MAY  STILL 
MAKE  ECONOMIC  SENSE 

Are  there  other  economic  criteria 
for  raising  cigarette  taxes  be- 
sides the  external  cost  argu- 
ment? And  wouldn't  raising  alcohol  tax- 
es unfairly  penalize  light  drinkers? 

In  their  study,  the  Rand  Corp.  re- 
searchers point  to  the  initial  ignorance 
of  many  smokers  of  the  risks  they  are 
incurring  and  the  regret  later  expressed 
by  many  adult  smokers.  Rand  Corp.  re- 
searcher Emmett  B.  Keeler  estimates, 
for  example,  that  on  average  each  pack 
of  cigarettes  reduces  the  life  expectancy 
of  smokers  by  more  than  two  hours — a 
fact  that's  hardly  appreciated  by  the  85% 
of  smokers  who  begin  smoking  in  their 
teens.  Since  most  teenagers  are  sensitive 
to  the  disincentive  effects  of  high  tobac- 
co taxes,  a  tax  hike  could  be  deemed 
"economically  efliicient"  on  the  grounds 
that  it  might  prevent  many  from  start- 
ing to  smoke  in  the  first  place — some- 
thing they  would  have  done  if  they  were 
fully  aware  of  the  risks. 

As  for  light  drinkers,  the  Rand  study 
concedes  that  they  probably  don't  im- 
pose external  costs  on  others.  But  it  also 
points  out  that  heavy  drinking  is  highly 
concentrated  among  relatively  few  peo- 
ple. Indeed,  three-fourths  of  adult  drink- 
ers consume  less  than  the  average  of 
four  drinks  a  day.  Such  light  drinkers. 


the  researchers  contend,  would  actually 
pay  less  in  higher  excise  taxes  than  if 
similar  revenues  were  sought  through 
more  broadly  based  levies  such  as  pay- 
roll taxes.  "It's  the  10%  of  adult  drinkers 
who  consume  two-thirds  of  the  alcohol 
that's  drunk  that  would  wind  up  paying 
the  tab,"  says  Keeler. 


THE  MIGHTY  DOLLAR 
WON'T  WIDEN  THE  TRADE 
GAP  FOR  SOME  TIME 


IS  THE  FED  LIKELY 
TO  EASE  UP 

ON  EASING  UP?  

Ironically,  the  very  success  of  the 
Federal  Reserve's  efforts  to  slow  the 
economy  may  prevent  a  major  turn 
toward  monetary  ease,  says  economist 
Robert  H.  Chandross  of  Lloyds  Bank  in 
New  York.  Tliat's  because  the  bond  and 
stock  ma.'-ket  rallies  inspired  by  the 
slowdow  '  and  by  expectations  of  fur- 
ther vao  letary  easing  are  likely  to  cush- 
ion thi  downturn.  Already,  Chandross 
sees  signs  that  failing  mortgage  rates 
are  bolstering  some  housing  markets, 
and  he  expects  rising  bond  and  equity 
prices  to  exert  a  significant  wealth  ef- 
fect on  consumer  spending.  "With  the 
markets  rallying,  the  Fed  will  be  less 
worried  about  the  slowdown  degenerat- 
ing into  a  recession,"  he  says.  n 


Late  last  summer,  economist  Robert 
H.  Parks  of  Moore  &  Schley  began 
predicting  that  some  surprising 
drops  in  the  trade  deficit  lay  ahead 
(BW — Sept.  12).  He  also  advised  his  cli- 
ents that  "neither  world  central  bank 
chiefs  nor  King  Canute  will  be  able  to 
hold  back  the  return  of  King  Dollar" 
and  that  U.  S.  securities  markets  would 
rally  sharply  over  the  next  12  months. 

So  what  does  Parks  see  ahead  now 
that  his  earlier  predictions  have  appar- 
ently borne  fruit?  In  four  words,  "more 
of  the  same."  The  trade  deficit  will  con- 
tinue to  improve,  he  says,  because  the 
dollar  is  still  undervalued  in  purchasing 
power  terms,  and  because  of  the  "re- 
verse J-curve  effect" — that  is,  a  rising 
dollar's  initial  tendency  to  cut  the  dollar 
cost  of  imports.  Lower  import  costs  will 
also  boost  manufacturing  profits  and  eq- 
uity prices.  And  an  improving  trade  bal- 
ance and  rising  profits  will  add  even 
more  to  the  dollar's  buoyancy. 

"At  some  point,"  says  Parks,  "the  ris- 
ing dollar  will  cause  the  trade  gap  to 
widen  again,  but  that's  at  least  a  year 
away.  Meanwhile,  all  systems  are  go." 
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Recently,  Allied*  Van  Lines  tied  their  corporate  computer  sys- 
tems into  one  fast,  efficient,  distributed  computer  network, 
Allieds  Chuck  Werner  tells  AT&T's  Frank  Mastro  how  AT&T's 
Distributed  Network  solution  saved  money  for  Allied  and 
improved  agent  service. 

Frank:  You  guys  are  pretty  tough  cus- 
tomers. 

Chuck:  (Laughs)  You  bet!  There  were  a  lot 
of  frustrated  folks  here;  some  managers  had  to 
use  six  terminals  to  get  complete  answers 
about  billing,  tariffs,  etc.  We'd  seen  the  power 
of  distributed  networked  computing  when 
you  linked  Purchasing's  AT&T  3B2  com- 
puters to  Accounting's  IBM  host.  We  wanted 
more,  and  we  wanted  it  fast. 

Frank:  Many  companies  are  tr\'ing  to  man- 
age multi-vendor  systems  and  applications,  but 
yours  were  particularly  complicated. 

Chuck:  Believe  it  or  not,  we  were  mn- 
ning  accounting  on  the  IBM  3090,  claims 
insurance  on  the  Qantel,  tariffs  on  the  DEC 
PDR  and  claims  checking  on  the  Wang. 

Frank:  iNone  of  the  computers  could  talk 
to  each  other  People  really  needed  s\x  termi- 
nals to  answer  some  questions. 

Chuck:  We  had  to  have  true  distributed 
processing,  and  AT&T  was  the  proven 
choice.  You  have  a  technical  edge  with  the 
Information  Systems  Network.  Because  ISN 
allows  transparent  access  to  all  our  different 
systems,  we  could  replace  six  terminals  with 
one  AT&T  605. 

Frank:  Now  a  claim  or  bill  is  just  a  hot  key 
away 

Chuck:  Plus  ISN  saved  us  money  when 


we  moved  to  our  new  data  center  We  didn't 
have  to  rewrite  applications;  we  just  moved 
everything  we  already  had,  and  plugged  into 
the  ISNs  through  voice  wiring  paths.  No 
one  believed  it— true 
investment  protection! 

Frank:  I'll  never 
forget  that  weekend. 

Chuck:  We  now 
respond  to  95%  of  our 
agents'  questions  in 
three  seconds.  And 
we're  seeing  cost  sav- 
ings already  AT&T  605 
terminals  each  cost  less 
than  six  months'  rent 
on  the  old  IBM  termi- 
nals. We'll  save  a  half- 
million  dollars  in 
expenses  this  year 
alone. 

Frank:  Plus  every- 
thing runs  over  AT&T 
fiber-optic  cable  and 
twisted-pair  wiring  in 
your  new  building, 
instead  of  coax;  you 
saved  there,  too. 

Chuck:  Right. 
We're  delighted  distrib- 
uted networking  cus- 
tomers of  AT&T.  We've 
had  3B2  computers  in 
the  field  for  years,  han- 
dling shipment  registration  and  accounting 
for  agents.  Your  solutions  are  elegant:  that's 
why  your  RFP  won  this  time,  over  five  other 
vendors.  You  know  how  to  make  our  agents 
happy  and  when  they're  happy  we're  happy 


The  Allied 
Computer  Solution: 


THE  CHALLENGE: 


Create  a  cost-effective,  distributed  net- 
work for  Allied.  Link  mainframes  and 
minicomputers  into  an  efficient  network. 
Streamline  agent  operations;  quicken 

their  response  time.  

(^jlilESOlXmON^ 

A  custom  campus  network  system.  AT&T 
Information  Systems  Network  (ISN)  and 
AT&T  605  terminals  interconnect  four  dif- 
ferent hosts.  AT&T  3B2  computers  help 
agents  track  shipments,  and  provide  host 
connectivity  AT&T  Premises  Distribution 
System  (PDS)  provides  fiber-optic  and 
twisted-pair  distribution  media. 

r  THE  RESULTS:  fc 

A  distributed  networked  computing  solu- 
tion serving  Allied's  more  than  500 
remote  agents  and  their  worldwide  cus- 
tomers efficiently  Major  cost  savings  on 
equipment  and  overhead.  Improved  agent 
productivity  and  service.  An  open  envi- 
ronment for  expansion  into  ISDN. 

Call  your  AT&T  Account  Executive,  AT&T 
Authorized  Reseller,  or  1  800  247-1212, 
Ext.  531. 

Your  Computing  Systems 
And  Networking 
Solutions  Company 
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AT&T 

The  right  choice. 


INTRODUCING  A  FIUNH IIMGE  PHOCESSOR  L 
FOR  LESS  THAN  $100^000. . .  MAYBE  \ 
YOU  DON!  NEED  A  BIGGER  FILE  CABINH 


Pa|)er  files  are  dominating 
today's  office.  And  ttie  problem  seems 
to  get  bigger  and  bigger  everyday. 
That's  why  FileNet  developed  the 
Series  1000 ...  the  first  series  of 
document-image  processing 
systems  based  on  S'finch' 
optical  disk  technology. 

How  does  image 
processing  worl<? 

The  concept  is  simple. 
Replace  ])apor  with  digi- 
tized images  rficoi'ded  on 
optical  disk. Then  route  them 
with  computer  data  and  word 
processed  text  to  FileNet 
workstations  and  PCs 
throughout  your  organization. 
You  can  even  recreate  your  office's 
processing  procedures  with  FileNet's 
WorkFlo®  software. 

WorkFlo  anticipates  whtin  and 
where  people  need  information.  As 


a  result,  work  is  organized  the  way 
people  like  prior  to  processing. 
Priorities  are  set. Time  sensitive 
-^.^ —  work  is  scheduled.  If  infor- 
mation is  missing,  files 
are  automatically  held 
until  complete  and  ready 
for  processing.  By  stream- 
lining the  work  flow,  pro- 
cessing is  more  efficient 
and  people  are  more 
productive. 


A  logical  growth  path 

FileNet  offers  a  com- 
—1      plete  family  of  systems  that 
art;  both  hardware  and  soft- 
ware compatible.  You  never  have 
to  replace  software  or  abandon 
hardware  as  the  size  of  the  system 
grows.  In  fact,  Series  1000  systems 
deliver  the  same  performance,  flexi- 
bility and  software  functionality  of 
FileNet's  larger  production  systems. 


With  the  Series  1000.  you  get 
everything  when  you  need  it:  a  low 
starting  price,  full  integration  with 
your  existing  data  processing  system 
growth  that  allows  hundreds  of 
users  to  access  information  and 
a  powerful  software  package  that 
makes  it  all  work. 

Get  the  facts  today 

If  you'd  like  to  find  out  how 
your  company,  branch  offices  or 
departments  can  increase  productiv- 
ity and  improve  customer  service 
with  image  processing,  call  for  a  free 
Series  1000  brochure.  Call  1-800- 
950-3435,  Dept.  19.  And  forget  about 
trying  to  find  a  bigger  file  cabinet. 


Still  a  generation  ahead. 
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FileNet  Corporation,  3565  Harbor  Boulevard.  Costa  Mesa.  California  92626 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  FED  SEEMS  TO  BE  WRESTLING 
MFLATION  INTO  SUBMISSION 


r 


he  Federal  Reserve  Board  continues  its  lonely 
fight  to  keep  the  expansion  on  a  noninflationary 
growth  path.  It's  not  getting  any  help  from  the 
sh  Administration,  because  fiscal  policy  remains  grid- 
ked  by  the  federal  budget  deficit. 
LO  its  credit,  the  Fed  seems  to  be  achieving  a  lot  of 
at  it  wants.  After  a  year  of  credit-tightening,  the 
ns  of  a  cooler  economy  that  showed  up  in  February 
1  March  were  reinforced  as  the  second  quarter  got 
3er  way.  The  latest  evidence:  Car  sales  in  mid-May 
)ped  to  an  annual  rate  of  6.8  million  from  7.4  million 
•lier  in  the  month.  And  worries  about  overtightening 
!  receding:  The  April  gain  in  durable-goods  orders 
icated  continued  health  in  manufacturing. 

True,  inflation  remains  a 
thorny  problem,  but  there  are 
hints  that  it  is  not  growing  into 
the  brier  patch  that  the  finan- 
cial markets  had  feared.  Service 
inflation  is  still  hot,  but  infla- 
tion in  goods  prices  shows  signs 
of  easing  (chart). 

The  Administration  even  had 
some  good  news:  The  Treasury 
in  April  posted  a  record  surplus 
that  will  likely  lower  the  deficit 
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■  fiscal  1989.  Still,  the  good  fortune  may  be  fleeting: 
e  1990  budget  will  remain  mired  in  red  ink. 
rhe  dollar's  unrelenting  strength  is  the  Fed's  newest 
)blem.  The  greenback  has  risen  to  its  highest  level  in 
)re  than  two  years.  Although  the  stronger  currency  is 
ti-inflationary,  it  also  threatens  to  impede  improve- 
mt  in  the  trade  deficit,  especially  on  the  export  side, 
lich  is  so  important  to  the  manufacturing  sector. 
With  so  much  uncertainty  still  around,  the  Fed  proba- 
r  will  keep  monetary  policy  the  way  it  is  into  the 
mmer.  The  newly  released  minutes  of  the  Fed's  policy 
ieting  in  late  March  confirmed  the  money  managers' 
m  to  a  neutral  stance.  The  conclusions  of  the  mid-May 
ieting  are  likely  to  look  the  same.  By  summer,  the  Fed 
11  have  a  good  idea  of  how  much  the  economy  has 
>wed  and  how  much  of  an  inflation  risk  remains. 

I  SOFT  Clear  gains  in  containing  inflation  will  be 

LANDING—    the  key  to  bringing  this  expansion  in  for 
a  "soft  landing,"  rather  than  crashing 
LKHsn.         jj^^  ^  recession.  Only  with  inflation  safe- 
under  wraps  will  the  Fed  ease  policy,  allowing  the 
pansion  to  get  its  second  wind. 

For  now,  inflation  signals  are  mixed.  The  consumer 


price  index  jumped  0.77^  in  April,  after  average  monthly 
gains  had  speeded  up  to  0.57c  during  the  first  quarter, 
from  0.3%  during  the  fourth  quarter.  However,  a  5.1% 
surge  in  energy  prices — led  by  a  record  11.4%>  advance 
for  gasoline — accounted  for  most  of  the  April  gain.  Ex- 
cluding energy,  the  rise  was  only  0.2%*. 

In  fact,  food  and  energy  account  for  virtually  all  the 
acceleration  in  prices  during  the  past  half  year.  The  core 
rate  of  inflation — which  excludes  food  and  energy — has 
stayed  steady  during  the  past  six  months  at  a  4.5%' 
annual  rate,  the  same  as  in  the  previous  half  year. 

For  the  rest  of  1989,  food  and  energy  are  likely  to  be 
moderating  influences,  now  that  the  economy  has  ab- 
sorbed the  effects  of  last  year's  drought,  and  as  the 
recent  hike  in  crude-oil  prices  runs  its  course.  Inflation  in 
goods  prices  excluding  food  and  energy  should  remain 
modest.  That's  where  Fed  tightening  is  hitting  demand. 

The  outlook  for  inflation  will 
depend  largely  on  moves  in  the 
service  sector.  Prices  of  goods 
other  than  food  and  energy  rose 
at  a  3.4%  annual  rate  during  the 
past  six  months,  down  from 
3.7%'  in  the  previous  six  months. 
But  that  accounts  for  only  26% 
of  the  CPI,  while  nonfood,  non- 
energy  services  weigh  in  at 
51%'.  Inflation  there  has  not  let 
up.  It  has  been  running  at  a 
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5.1%  pace  during  the  past  half  year,  up  slightly  from  5%' 
in  the  six  months  before  that. 

The  outlook  for  inflation  in  services  isn't  good.  Wage 
pressures  there  are  increasing,  while  productivity 
growth  is  dismal.  The  result:  rapidly  rising  unit  labor 
costs  put  a  floor  under  service  inflation,  retarding  the 
CPl's  overall  progress. 

INDUSTRY'S  Inflation  in  goods  prices  looks  less  omi- 
PULSE  IS  nous  partly  because  of  the  cooler  pace  of 
STILL  manufacturing.  Slower  growth  in  indus- 

HEALTHY  production,  particularly  in  materials, 

has  eased  capacity  pressures  in  the  earlier  stages  of 
processing.  So  price  pressures,  too,  are  easing  there. 

Nevertheless,  the  industrial  sector  is  still  growing. 
Manufacturers'  new  orders  for  durable  goods  rose  2.9% 
in  April,  to  $129.1  billion,  following  a  1%  increase  in 
March.  However,  bookings  had  declined  3.4%'  in  Febru- 
ary and  2.8%  in  January.  The  April  advance  still  left 
orders  below  their  December  level  (chart). 
April  orders  would  have  been  even  stronger  if  not  for 
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a  big  drop  in  defense  bookings.  Excluding  the  militar>^ 
orders  were  up  by  4.9%,  and  the  gains  were  widespread 
among  electrical  equipment,  primar}-  metals,  nonelectri- 
cal machinen,^  and  transportation  equipment. 

That  gets  the  factor}'  sector  off  to  a  good  start  in  the 
second  quarter.  The  April  rise  put  second-quarter  book- 
ings 2.5%  ahead  of  the  first-quarter  average.  And  the 
backlog  of  unfilled  orders  continued  to  grow. 

Orders  for  nonmilitar\'  capital  goods  rose  a  solid  5.5% 
in  April.  That's  strong  considering  that  aircraft  orders, 
which  often  skew  the  numbers,  were  not  a  big  factor. 
The  advance  is  probably  a  signal  that  exports  of  capital 
goods  are  rebounding  from  their  first-quarter  slump, 
and  that  domestic  businesses  are  still  investing  in  new 
equipment  at  a  healthy  clip. 

The  strength  in  orders  in  April,  combined  with  a  still 
unsettled  outlook  for  inflation,  leaves  the  Fed  with  little 
choice  but  to  stay  with  its  current  credit  policy. 

THE  DEFICIT  The  Fed's  efforts  to  steer  the  economy 
OUTLOOK  between  inflation  and  recession  aren't 
REMAINS  made  any  easier  by  the  federal  govern- 
BLEAK  ment's  unprecedented  borrowing  needs, 

w  inch  drain  private  sa\ings  and  make  the  U.  S.  increas- 
ingly dependent  on  foreign  capital. 

The  economy's  continued  expansion  has  kept  the  defi- 
cits steady  for  the  past  two  years.  But  the  Fed's  efforts 
to  slow  the  economy  will  hurt  prospects  for  deficit  reduc- 
tion, as  revenues  come  in  more  slowiy  and  outlays  in- 
crease for  jobless  benefits  and  other  subsidy  programs. 

In  April,  the  government  posted  an  unexpectedly  large 
budget  surplus  of  S41.4  billion.  The  Treasun,-  usually  has 
a  surplus  in  April  because  that's  when  most  indi\iduals 
pay  their  income  taxes.  In  April,  1988,  for  instance,  the 
budget  was  $13.8  billion  in  the  black. 

This  year's  tax  payments  were  especially  strong.  Re- 
ceipts surged  by  18.1%c,  year  over  year,  to  a  record  S129 
billion  (chart).  Unusually  large  tax  pa\Tnents  from  indi- 


\iduals  accounted  for  much  of  the  gain.  That's  w 
disposable  income  took  a  nosedive  in  April.  Moreov 
households  may  have  added  hea\ily  to  savings  earl 
this  year  in  order  to  pay  their  anticipated  tax  liabiliti 
Analysts  caution  that  the  boost  from  individuals  w 
likely  a  one-time  event.  And  Peter  J.  Da\is  Jr.,  a  bud| 
analyst  at  Prudential-Bache  Securities  Inc.,  warns  tl 
corporate  tax  receipts  are  running  below  expectatio: 
He  says  that  shortfall  will  subtract  S5  bilUon  to  i 
billion  from  the  government's  1989  revenue  projectio: 
Still,  the  April  surplus  improves  the  budget  outk 
for  the  current  fiscal  year,  w-hich  ends  in  September, 
far,  the  deficit  totals  887  bUHon,  down  sharply  from  1 
S105.8  billion  racked  up  during  the  first  seven  months 
fiscal  1988.  Last  year's  red  ink  totaled  S155.1  billi' 
That  means  this  year's  deficit  will  likely  be  lower  th 
the  S163  billion  projection  of  the  Office  of  Managem* 
&  Budget,  as  well  as  the  forecasts  of  private  analys 

However,  the  outlook  for  fis- 
cal 1990  and  beyond  is  bleak. 
The  OMB's  projection  of  a  S92.5- 
bilHon  deficit  ne.xt  year  is  a  pipe 
dream.  Private  analysts,  using 
less  sanguine  assumptions 
about  economic  growth  and  in- 
terest rates,  put  the  1990  bud- 
get about  8145  bilHon  in  the  red. 

With  the  economy  likely  to 
slow  because  of  Fed  tightening, 
future  deficit  reduction  is  in 
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jeopardy.  Add  to  that  the  S285  billion  needed  over 
next  30  years  to  bail  out  the  ailing  sa\ings  and  k 
associations,  and  it's  clear  that  the  government's  dr; 
on  private  sa\ings  will  persist. 

As  long  as  an  expanding  economy  is  so  essential 
deficit  reduction,  fiscal  policy  will  be  hostage  to  mo: 
tary  policy.  That  means  the  Fed's  performance  on  gi 
ing  the  economy  could  determine  the  deficit's  future 


NEW  SIHGLE-FAWILY  HOME  SALES 

Tuesday,  May  JO,  10  a.m. 
New  single-family  homes  probably  sold 
at  an  annual  rate  of  about  590,000  in 
April  about  equal  to  their  lackluster 
587,000  sales  pace  in  March.  Single-fam- 
ily housing  starts  increased  by  S.lfc  in 
April.  But  a  sharp  rise  in  mortgage 
rates  for  the  month  suggests  continued 
weakne.ss  in  the  housing  sector. 

LEADING  iHDSCATORS  

Wednesday,  May  31,  8:30  a.m. 
The  Commerce  Dept.'s  index  of  leading 
indicators  most  likely  will  show  a  0.6% 
rise  for  April.  This  is  suggested  by  in- 
creases in  stock  prices,  building  permits, 
the  factory  worlaveek,  and  a  decline  in 


unemployment  claims.  The  expected 
gain  would  partially  reverse  the  recent 
weakness  in  the  index.  It  fell  0.3%  in 

Februar}-  and  0.7'~c  in  March. 

FACTORY  INVENTORIES  

Wedfiesday,  May  31,  10  a.m. 
Manufacturers'  inventories  probably 
grew  by  about  0.4%  in  April.  In  March 
they  increased  by  0.5%.  Factor}'  orders 
most  likely  rose  1.5%,  after  advancing 
1%  in  March.  The  gain  in  orders  is  sug- 
gested by  the  already  reported  2.9% 
jump  in  durable  goods  orders  in  April. 

CONSTRUCTION  SPENDING  

Thursday,  June  1,  10  a.m. 
Spending  on  building  projects  was  prob- 
ably little  changed  in  April,  after  falling 


for  three  consecutive  months.  The  wet- 
ness is  indicated  by  the  downward  tr* 
in  building  contracts,  a  2.7%  drop 
housing  starts,  and  the  small  increast 
construction  emplojTnent. 

EMPLOYMENT 


Friday,  June  2,  8:30  a.m. 
Most  economists  expect  that  175,000  d 
nonfarm  jobs  were  created  in  May. 
April,  only  117,000  jobs  were  add 
May's  expected  modest  gain  would  b 
further  sign  that  the  economy  is  shift 
to  slower  growth.  In  the  first  quar 
pajTolls  grew  at  an  average  of  290, 
per  month.  But  job  growth  in  May  pr 
ably  was  fast  enough  to  push  down 
unemploj-ment  rate  to  5.2%  from  its  1 
el  of  5.3%  in  April. 
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BORLAND'S  PARADOX  3.0 


The  bottom  line  is  8.9 

InfoWorld  magazine  tested 
and  compared  multiuser  databases. 
With  a  bottom  line  score  of  8.9, 
Borland's  new  Paradox®  3.0  beat 
the  well-knowns  and  unknowns 
hands  down. 

So  read  what  InfoWorld's 
Report  Card  says  about  relational 
databases— and  if  you'd  like  to  try 
Paradox  3.0  first,  there's  one  more 
thing  you  can  do. 


Reprinted  with  permission  from  InfoWorld  Paradox  is  a  registered  trademark  of  Borland  International.  Copyright  ®1989  Borland  International.  Inc  All  rights  reserved.    BI 1326 


Call  800-345-2888,  ext.  100. 
We'll  send  you  a  free  Trial  Version 
of  Paradox  3.0 
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young  girl  stands  near 
a  crowd  of  students.  Behind  her, 
three  huge  red  flags  float  in  the 
breeze.  If  it  weren't  for  street 
barricades  and  a  sea  of  Chinese 
faces,  these  might  be  kids  at  an 
Earth  Day  celebration.  "Nobody 
cares  about  'isms'  anymore," 
laughs  a  worker.  "That's  a  mat- 
ter for  the  ideologists." 

Beliefs  die  hard,  but  none  has 
outlived  its  promise  longer  than 
communism.  Once  an  economic 
theory,  it  was  turned  by  Vladi- 
mir Ilyich  Lenin  into  a  state  reli- 
gion, and  a  succession  of  Rus- 
sian leaders  exported  it  to  the 
world.  In  China,  where  commu- 
nism triumphed  in  1949,  Mao  Ze- 
dong sterilized  it  into  his  own 
puritanical  strain,  and  his  follow- 
ers, too,  made  Maoism  a  Chinese 
export.  Again,  there  was  some 
success — for  a  time.  But  now,  as 
the  failure  of  belief  turns  into  a 
sense  of  betrayal,  that  entire 
world  is  in  turmoil. 

A  mass  movement  is  building  in  both  the  Soviet 
Union  and  China  to  sweep  away  the  very  founda- 
tions of  their  societies.  The  Communist  Party  in 
both  countries  remains  responsible  for  one-quarter 
of  the  world's  people.  But  for  most  of  them,  the 
party  and  the  ideology  have  lost  all  relevance. 
Basic  demands  for  personal  freedom,  a  modestly 
better  standard  of  living — maybe  even  the  chance 
to  visit  Paris  just  once — are  running  so  far  ahead 
of  the  party's  ability  to  deliver  that  it's  doubtful 
the  system  will  survive  the  next  decade.  Neither 
self-destructing  nor  expanding,  communism  is  dy- 
ing of  neglect.  The  Free  World,  conditioned  not  to 
expect  this,  hasn't  begun  to  fathom  the  implica- 
tions, much  less  appreciate  the  opportunities. 
They're  simply  beyond  our  comprehension. 

The  seismic  shock  that  rumbled  across  China  in 
May  jolted  the  system.  In  a  sin- 
gle week,  the  people  stripped  the 
Communist  Party  of  its  legitima- 
cy :ind  set  China  on  a  course 
that  may  be  unknown  for  years. 
Uphei:val  could  be  followed  by 
violence.  This  huge  nation  now 
teeters  on  a  knife's  edge,  its  ag- 
ing, once  revolutionary  leaders 


so 
liev 


Deng's  economic  reforms 
looked  promising  at  first 
— ^but  he  failed  to  match 
them  with  political  change 


threatened  with,  of  all  things,  a  revolution  by  the  !d  r 
own  children  calling  for  democracy.  net 
For  more  than  a  decade,  China's  incipient  er  fvs 
brace  of  capitalism  seemed  to  offer  the  answe  lai 
With  economic  prosperity,  we  reasoned,  thai  |g 
could  be  no  turning  back.  But  with  no  politic  iajs 
change  to  accompany  his  economic  reforms,  CI 
na's  most  progressive  leader  in  40  years,  Der 
Xiaoping,  badly  miscalculated.  It's  still  conceivab 
that  the  turmoil  will  propel  the  nation  even  fu 
ther  into  freer  markets  and  political  values.  Bi 
the  most  plausible  outcome  is  a  country  split 
two:  a  coastal  region  that  welcomes  reform  and 
vast  interior  that  remains  stagnant. 

Nothing  remotely  like  that  could  happen  in  tl 
Soviet  Union.  Russia  is  an  industrialized  natic 
whose  economy  is  slipping  backward,  but  it  is  als  ^si( 
an  empire  both  in  geography  and  spirit.  Its  cal( 
fled,  rigidly  controlled  econoir 
is  broke,  its  machinery  rustin; 
its  workers  incapable  of  respon 
ing  to  Deng's  aphorism,  "to  g< 
rich  is  glorious."  But  the  Sovi 
Union  is  also  a  superpower,  i 
ability  to  control  its  people  po^ 
erful,  its  will  to  sacrifice  wh« 
threatened  undisputed. 
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In  many  ways  the  reforms  in  China  and  the 
■oviet  Union  are  mirror  images.  Mikhail  S.  Gorba- 
hev  started  at  the  top,  and  his  entire  campaign  is 
till  a  giant  exercise  in  state-directed  planning.  His 
ailing  economic  program,  perestroika,  literally 
leans  to  restructure  the  economy,  a  feat  the  engi- 
eers  and  technocrats  in  the  Kremlin  are  treating 
ke  some  vast  construction  project.  Glasnost,  Gor- 
lachev's  great  success,  was  also  decreed  by  the 
tate.  But  it  has  already  given  the  average  Soviet 
itizen  more  openness  than  he  once  dared  to  imag- 
ae:  elections,  debates,  muckraking,  irreverence,  a 
lourishing  of  the  arts  not  seen  since  pre- 
evolutionary  days.  This  half  glasnost,  as  the  Sovi- 
ts  nervously  call  it,  only  whets  the  desire  for 
nore. 

•HYSICAL  NEGLECT.  But  the  Soviet  people  know 
nost  of  all  that  what  the  state  decrees,  the  state 
an  take  away.  Glasnost  is  a  priceless  but  fragile 
atellectuals'  movement.  The  main  event  is  now 
he  economy.  To  stroll  across  Red  Square  to  GUM, 
*Ioscow's  giant  department  store,  is  to  see  a  na- 
ion  in  such  decline  that  it's  hard  to  imagine 
low  any  government  could  make  the  necessary 
'hanges. 

See  for  yourself:  Soviet-made  cameras  with 
enses  like  dumbbells,  bath  towels  the  weight  of 


dish  towels,  soap  the  size  of  a  Chiclet,  videocas- 
sette  recorders  as  big  as  suitcases,  and  cars  and 
trucks  from  a  Hollywood  set  of  the  1950s.  The 
food  stores  are  truly  empty,  the  farm  policy  is  a 
shambles,  the  ruble  is  16  times  less  valuable  than 
what  the  state  says.  Then  there  is  the  physical 
neglect:  ruined  roads,  busted  streetlights,  peeling 
paint,  stripped  cars,  oil  slicks  on  the  Volga,  lead- 
poisoned  air. 

For  four  years,  Gorbachev  has  been  tinkering 
with  this  calamity — and  it's  only  getting  worse. 
The  workers  want  the  better  living  standard  that 
he  has  promised,  as  long  as  it  comes  with  no 
inflation,  no  unemployment,  and  no  increase  in 
hours  on  the  job.  The  reeducation  program  alone 
is  staggering. 

China  never  had  this  problem  because  it  had 
nowhere  to  go  but  up.  Before  mid-May,  it  was 
roaring  down  the  road  to  capitalism,  exploding 
with  growth  and  new  wealth  and  racing  far  ahead 
of  political  reform.  With  the  right  leaders,  it  can 
still  revive  that  pace.  By  contrast,  the  Soviet  revo- 
lution is  epochal  and,  like  a  medieval  cathedral, 
may  never  be  completed.  Whatever  the  pace  of  g 
change,  the  events  we're  now  witnessing  in  both  § 
countries  are  turning  to  be  the  most  important  of  5 
our  time.  By  Robert  J.  Dowling  in  New  York  £ 
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CHINA  BEGINS 
A  NEW  lONG  MARCH 


Torn  between  an  outdated  system  and  a  new  entrepreneurial  spirit,  the  nation  lurches  foi 


eng  Xiaoping  tried  to  remake 
I  Chinese  Communism  by  launch- 
ing a  bold  series  of  economic  re- 
forms beginning  in  1979.  But  a  decade 
later,  the  tide  of  history  is  sweeping  the 
nation  with  much  greater  force  than 
Deng  could  ever  have  dreamed.  His 
tragedy  is  that  he  thought  he  could  open 
the  box  halfway,  allowing  self-interest 
to  enliven  the  economy  without  permit- 
ting political  freedom.  He  was  wrong. 
Suddenly,  his  decaying  socialist  state, 
which  he  merely  wanted  to  revitalize,  is 
under  siege  by  a  dynamic  New  China 
with  a  mind  of  its  own. 

The  dramatic  confrontation  between 
the  government  and  the  governed  in  the 
streets  of  Beijing  and  dozens  of  other 
Chinese  cities  makes  it  clear  that  the  Old 
China  is  headed  for  fundamental  change. 
The  military's  refusal  to  crack  down  on 
the  demonstrators  has  badly  damaged 
Premier  Li  Peng  and  other  hardline  con- 
servatives who  wanted  to  turn  back  the 


clock.  Reform-minded  Zhao  Ziyang,  who 
was  apparently  stripped  of  his  power  as 
Communist  Party  boss,  may  be  able  to 
turn  Li's  debacle  with  the  military  into 
his  own  political  comeback. 

Whoever  prevails  at  the  top  level  of 
China's  political  leadership  will  find  that 
the  ground  has  shifted  under  his  feet.  A 
New  China  is  asserting  itself.  The  stu- 
dents' long  vigil  in  Tiananmen  Square  is 
only  one  example.  Equally  important  is 
the  emergence  of  a  thriving  entrepre- 
neurial China.  Mostly  located  in  such 
coastal  regions  as  Guangdong,  Fujian, 
and  Jiangsu  provinces,  it  is  successfully 
resisting  the  central  government's  abili- 
ty to  rein  it  in.  In  these  areas,  the  pri- 
vate sector,  once  conceived  as  a  mere 
adjunct  to  the  socialist  state,  is  growing 
so  quickly  that  it  threatens  to  dwarf  the 
bureaucracy  that  spawned  it. 

The  New  China  is  united  by  an  intense 
desire  to  think  and  act  independently, 
without  the  state's  heavy-handed  inter- 


ference. Students,  intellectuals, 
vants,  and  many  others  are  d( 
the  right  to  debate  ideas  publi 
cize  the  government,  and  influi 
cymaking.  Entrepreneurs  and  i 
are  making  their  own  decision; 
can  no  longer  fully  control  the  { 
the  provinces  can't  control  the  c 
the  cities  can't  control  the  tc 
villages. 

NO  QUESTIONS  ASKED.  Old  CI 

state,  doesn't  know  how  to  cope 
new  challenges.  Schooled  in 
years  of  the  1930s  and  1940s 
leaders  are  used  to  giving  or 
being  obeyed  without  questi 
year,  when  the  economy  overh( 
inflation  caused  panic  buying, 
sponded  with  administrative  fia 
than  subtle  guidance.  And  in  tl 
days  of  May,  when  protesters 
streets,  the  old  guard  refuse 
knowledge  its  errors  and  respo 
students'  single  demand:  dial( 
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growth  or  cut  back  construction.  They 
insist  they're  complying  with  Beijing's 
will  while  only  "keeping  one  side  of  the 
net  open"  (page  40). 

One  way  clever  local  officials  escape 
Beijing's  net  is  through  projects  that 
have  a  foreign  partner.  Officials  use 
companies  conveniently  set  up  in  the 
British  colony  of  Hong  Kong,  channel 
investment  through  them,  and  call  it 
"foreign"  investment.  Some  factories  in 
Guangdong  raise  money  by  selling 
shares  in  their  company  to  their  own 
employees — even  though  the  legal  sta- 
tus of  this  is  far  from  clear.  Others  raise 
investment  money  from  rich  farmer  co- 
operatives, so  that  even  when  Beijing 
cuts  off  credit,  pri- 
vate-sector proj- 
ects can  proceed. 

In  stunning  con- 
trast are  inland 
provinces  such  as 
Hunan  and  Gui- 
zhou,  which  are 
poor,  backward, 
and  ideologically 
rigid.  At  a  time 
when  coastal  prov- 


Bush's  and  Gorbachev's 
visits  to  Beijing  have  only' 
served  as  rallying  points 
for  party  critics 


inces  are  experiencing  extraordinary 
growth,  Hunan  and  Guizhou  actually 
slipped  into  negative  growth  in  the  first 
quarter  of  this  year.  They're  depending 
on  the  state  for  millions  of  yuan  because 
of  a  cash  shortage  and  losses  in  poorly 
run  state  factories.  In  part  because  the 
inland  provinces  aren't  gaining  as  much 
from  economic  reforms,  they  support  Li 
and  his  conservatives  in  pressing  for  a 
slowdown. 

But  this  Beijing-dominated  sector  of 
China's  economy  is  clearly  losing 
ground.  State-owned  industries  account 


for  a  dwindling  share,  down  to  56%  last 
year,  of  the  country's  industrial  output. 
A  behemoth  of  waste  and  lagging  pro- 
ductivity, the  state  sector  would  be 
bankrupt  were  it  not  for  massive  subsi- 
dies from  Beijing.  State-owned  factories' 
growth  in  output  in  the  first  quarter  of 
1989  was  5.1%^ompared  with  24%  for 
cooperatives  and  private  enterprises. 
"The  gaps  are  widening  all  the  time," 
says  Guo  Zhishan,  an  economist  at  the 
State  Commission  for  Restructuring  the 
Economic  System. 

The  severe  austerity  program  that  Li 
initiated  last  fall  to  curb  a  double-digit 
inflation  rate  is  hurting  state-owned  sec- 
tors much  worse  than  private  ones.  Un- 
like private  enter- 
prises that  will 
use  unauthorized 
means  of  raising 
money,  the  state- 
owned  sector  has 
no  choice  but  to 
suffer.  Squeezed 
by  the  retrench- 
ment, state-run 
banks  won't  pay 
out  cash  on  de- 


mand— even  on  presentation  of  letters  of 
credit.  One  U.  S.  company  reports  that 
60%  of  its  Chinese  customers  lack  cash 
to  pay  for  contracted  goods  or  services. 
Another  American  business  says  that  fi- 
nal payments  were  held  up  six  months 
on  four  separate  contracts. 

"Cash  only"  is  the  order  of  the  day, 
and  it  seems  that  much  of  that  cash  is 
out  of  the  state's  control.  The  U.  S.  em- 
bassy in  Beijing  estimates  that  80%c  of 
the  cash  in  circulation  is  outside  of  the 
official  banking  network.  In  the  Beijing 
area,  factory  managers  worried  about 
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bank  freezes  pay  lO'c  extra  on  the  black 
market  for  large-denomination  notes  to 
keep  major  transactions  out  of  bankers' 
hands.  One  Chinese  company  even 
turned  up  at  a  foreign  bank  in  Hong 
Kong  to  cash  in  a  huge  wad  of  American 
Express  travelers  checks — yet  another 
way  of  avoiding  a  bank  freeze  on  funds 
or  black-market  rates  for  bank  notes. 
INTIMIDATING.  In  addition  to  keeping  its 
money  out  of  the  state  banking  system, 
the  private  sector  can  sidestep  payment 
of  taxes  to  Beijing.  Although  China  has 
drafted  numerous  tax  rules,  it  still  lacks 
a  collection  base — so  informal  tax  nego- 
tiations between  government  officials 
and  factorj"  managers  take  place  on  a 
case-by-case  basis.  As  China's  official 
economy  shrinks,  so  will  government 
revenues.  At  the  most  basic  level,  the 
New  China  is  now  starving  the  Old  Chi- 
na for  funds. 


The  country's  ever-shifting  political 
mosaic  has  always^  been  intimidating  for 
the  U.  S.  and  other  foreign  investors. 
Ever  since  Deng  introduced  some  ele- 
ments of  capitalism  10  years  ago,  the 
two  Chinas  have  existed  side  by  side. 
But  the  state-run  factories  and  trading 
companies  once  were  much  stronger, 
and  they  were  reasonably  simple  for  for- 
eigners to  understand  because  of  their 
rigid  bureaucratic  mind-set  and  empha- 
sis on  order. 

Now,  the  New  China  has  grown  larg- 
er, stronger,  and  richer.  "Imagine  the 
Polish  economy  increasingly  encircled  by 
the  West  German  one,  and  you  have  the 
situation  in  China,"  says  one  American 
executive  in  Beijing.  That  means  any 
company  interested  in  trading  or  invest- 
ing in  China  will  have  to  work  even 
harder  to  understand  the  background  of 
its  Chinese  business  partners. 


ii 


How  foreign  companies  will  mana} 
the  current  upheaval  could  depend  \ 
great  deal  on  their  size,  strategy,  aj 
agility.  Large  companies  that  must  dd 
at  the  ministry  level  may  face  a  gri 
outlook  unless  they  trade  with  high-p- 
ority  sectors  such  as  transportation  r 
communications.  General  Electric  Cos 
sales  of  engines  to  China's  commerc^ 
airline  have  been  booming,  for  exampj 
but  its  military  sales  have  been  atsdle. 
It  all  depends  on  where  the  bureaucra| 
decides  to  place  its  limited  resources. '' 
MORE  BUSINESS.  Large-scale  investc 
are  certain  to  see  tough  times  as  th| 
state-owned  partners  have  trouble  n 
ing  money  and  supplying  materials.  Bj 
ticket  investments — in  which  a  \ji 
company  finds  a  local  partner,  recei\i 
approval  from  the  central  governmeij 
and  then  obtains  partial  funding  frc^ 
state-owned  banks — will  be  few  in  nul 


RICH  CHINA,  POOR  CHINA: 
THE  GAP  KEEPS  GROWING 


Only  60  miles  from  Hong  Kong,  in 
China's  Guangdong  province, 
2,000  workers  feverishly  assem- 
ble ceiling  fans.  Their  18-month-old  fac- 
tory, owned  by  the  local  township,  turns 
out  5  million  fans  a  year.  Most  of  the 
output  is  exported  to  the  U.  S.  through  a 
Hong  Kong  company  that  invested  $9 
million  to  equip  the  factory.  Despite  a 
national  squeeze  on  credit,  Sien  Hua 
Electronics  Manufacturing  Co.  easily 
raises  money  and  finds  all  the  materials 
it  needs. 

More  than  360  miles  north  in  Hunan 
province,  the  production  line  is  quiet  in 
the  state-owned  Hunan  Computer  Fac- 
tory. Expensive  imported  equipment  sits 
draped  with  dust  covers  in  locked  cham- 
bers. In  a  cavernous  room,  a  few  work- 
ers piece  together  Chinese-designed  com- 
puter terminals.  The  plant  makes  only 
5,000  terminals  a  year — the  same  number 
that  a  tj^pical  factory  in  Taiwan  can  turn 
out  in  about  two  weeks.  Although  Hunan 
Computer  is  in  a  priority  industry,  it  is 
.-Trapped  for  parts  and  is  still  waiting  for 
a  promised  $2.7  million  cash  infusion 
from  Beijing. 

NO  MILLIONAIRES.  Nowhere  is  the  con- 
trast between  the  two  Chinas  greater 
than  in  these  two  southern  provinces. 
Guangdong's  fan  maker  is  in  the  New 
China,  the  country  of  entrepreneurs, 
higher  living  standards,  booming  ex- 
ports, and  foreign  investment.  The  termi- 
nal iilant  in  Hunan  is  in  an  inland  prov- 
ince the  Old  China.  Hunan  is  weighed 
down  by  bureaucracy,  shows  slow 


growth  in  exports,  and  attracts  little  for- 
eign money.  Not  surprisingly,  while  in- 
dustrial output  in  Guangdong  rocketed 
26%  in  this  year's  first  quarter,  Hunan's 
fell  slightly.' 

Tensions  between  the  haves  and  have- 
nots  are  growing.  Prosperous  Guang- 
dong is  buying  up  Hunan's  rice,  hogs, 
steel,  and  nonferrous  metals.  And  about 
1  million  Hunanese,  mostly  farmers, 
have  flooded  into  Guangdong's  factories. 
Hunan  officials  complain  that  their  rich 
neighbor  is  exporting  inflation,  sucking 
out  resources,  and  eating  up  potential 
exports,  depriving  the  province  of  hard 
currency.  Last  year,  Hunan  exports  bare- 
ly managed  a  increase,  to  S630  mil- 
lion, while  Guangdong's  exports  jumped 
30''f,  to  $5.3  billion,  according  to  Hunan 
officials. 

One  reason  for  the  sharp  difference 
lies  in  the  character  of  the  people.  The 
Cantonese  of  Guangdong  are  traditional- 
ly skilled  at  business  and  have  little  flair 
for  politics.  It's  the  Cantonese  who  have 
migrated  in  large  numbers  to  Hong 
Kong,  the  U.  S.,  and  parts  of  Southeast 
Asia,  where  many  have  made  fortunes. 
Hunan,  by  contrast,  has  nurtured  fam- 
ous revolutionaries  and  politicians — Mao 
Zedong  and  Hu  Yaobang  among  them — 
as  well  as  scientists  and  scholars.  But  no 
millionaires.  "Hunan  people  are  good  at 
fighting  wars  but  not  so  good  at  econom- 
ic development,"  concedes  Hunan  Vice- 
Governor  Yang  Huiquan. 

These  traditions  still  have  a  strong  pull 
on  the  Hunanese.  Some  farmers  in  the 


mountains  think  it's  dishonorablat.' 
any  business  at  all,  says  Yang,  si  . 
grow  only  enough  grain  to  eat.  Atc^ 
rice  paddy  from  Mao's  old  home  iJE: 
shan.  Tang  Ruiren,  59,  runs  a  simie 
taurant.  "I  keep  my  prices  low  beii: 
am  serving  Chairman  Mao's  gues",'' 
explains.  "We  do  have  to  accept  te  ' 
ways.  But  the  ways  of  the  past  hfli 
good  points."  j 
RESENTMENT.  Geography  also  fc; 
contrasts.  Hunan  has  rail  links  tfi) 
of  China  but  no  ocean  ports, 
dong's  long  coastline  has  a  his 
international  trade.  Just  in  the  p  ; 
years,  thousands  of  Hong  Kong 
facturers  have  transferred  produ'  )i 
Guangdong,  less  than  three  hour  i\ 
by  boat  or  train,  where  labor  ai 
are  cheaper  than  in  the  Colonjp  J 
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er.  Otis  Elevator 
nc.  and  Chrysler 
lorp.,  for  exam- 
le,  both  have  had 
roubled  opera- 
ions  and  know 
ow  difficult  it  is 
3  deal  with  the 
tate  sector. 
In  a  better  posi- 
on  are  the  small- 
f,  more  flexible  investments.  For  some 
!.  S.  companies,  China's  cash  shortages 
nd  loosened  central  control  will  mean 
lore  business  than  ever.  Russel  W.  Du- 
all,  president  of  Nebraska-based  China- 
lerican  Technologies,  is  manufacturing 
25,000  paging  systems  for  hospitals, 
ictories,  and  hotels.  At  first  he  tried  to 
stablish  ties  with  what  he  calls  a  "do- 
othing"  state-sector  company.  But  Du- 
all  then  found  an  entrepreneurial  pri- 
ate  company  in  the  Beijing  suburbs. 
The  message  that  America  needs  to 


As  private  enterprises 
surge  ahead,  growth 
at  state-owned  factories 
is  almost  nil 


hear  is  to  scale 
down  their  proj- 
ects," he  says. 
"The  bigger  the 
risk,  the  longer 
the  Chinese  will 
take  to  decide 
anything." 

The  country's 
cash  crisis  also 
means  that  the 
Chinese  are  willing  to  give  foreigners 
more  equity  and  management  in  joint 
ventures.  In  some  recent  cases,  the  Chi- 
nese have  even  allowed  100%  foreign 
control  for  priority  projects  because  they 
could  not  come  up  with  enough  cash  to 
make  it  a  50-50  joint  venture.  "I  turned  a 
French  joint-venture  deal  into  a  100%- 
owned  French  operation  in  two  weeks 
because  the  Chinese  wanted  it  to  go 
ahead,"  says  Lucille  A.  Barale,  a  Chi- 
nese-speaking lawyer  in  Coudert  Broth- 
ers' Beijing  office. 


Weakness  in  Beijing,  in  fact,  isn't  bad 
for  business  in  certain  provinces  of  Chi- 
na. "They  hate  Beijing  as  much  as  the 
big  American  companies  do,"  says  a  vet- 
eran U.  S.  China  trader.  Local  officials 
have  a  powerful  tool:  They  can  keep  a 
big  percentage  of  local  tax  receipts  and 
foreign  currency  earnings  for  their  own 
enterprises. 

'GOING  VERY  NICELY.'  Not  Surprisingly, 
that  means  the  provincial  Chinese  prefer 
projects  that  are  in  their  own  interest, 
but  not  necessarily  in  the  national  inter- 
est. That  probably  explains  why  so  many 
cigarette  factories  and  breweries  have 
sprouted  up  across  China:  They  pay  hef- 
ty local  taxes.  For  those  who  market 
cigarette-making  equipment,  paper,  and 
filters,  that  translates  into  big  money. 
At  the  local  level,  business  is  often  quite 
good.  "If  a  foreign  investor  doesn't  need 
to  borrow  or  build  facilities,  the  deals 
are  going  very  nicely,"  according  to  Bar- 
ale,  "especially  if  the  venture  involves 


mploy  an  estimated  2  million  work- 
laking  clothes,  toys,  purses,  fans, 
ivave  ovens — even  disk  drive  heads, 
ingdong  was  one  of  two  coastal 
ices  selected  by  the  state  to  be  a 
!r  in  economic  reform  during  the 
1980s.  That  gave  it  the  privileges, 
and  flexibility  to  transform  itself 
"fifth  tiger"  economy.  More  than 
f  its  consumer  products  are  sold  at 
larket  prices,  and  its  state  sector  is 
ling.  Now  others  along  the  coast 
ying  to  emulate  the  entrepreneurial 
ice. 

n  local  governments  in  Guangdong 
Ice  go-go  companies.  One  district  in 
jzhou,  the  provincial  capital,  al- 
its  housing  bureau  to  become  an 
endent  company,  now  called 
jzhou  Donghua  Enterprise  Corp.  It 


even  floated  some  shares  to  the  public 
last  January.  With  its  coffers  full  from 
building  housing,  it  is  now  investing  its 
own  cash  in  a  residential  project  in  Thai- 
land. If  the  province  opens  a  stock  ex- 
change later  this  year,  as  planned, 
Donghua  would  be  the  first  company  to 
list  its  shares. 

Guangdong's  success  is  stirring  envy 
among  the  Hunanese,  and  Hunan  offi- 
cials especially  resent  Guangdong's  spe- 
cial status.  "Coastal  areas  already  have 
geographic  and  economic  advantages.  If 
the  policies  are  not  equal,  of  course  we  in 
Hunan  can't  compete,"  says  Vice-Gover- 
nor  Yang. 

Late  last  year,  Hunan  protested  to 
Beijing.  A  sympathetic  Premier  Li  Peng 
rescinded  a  few  of  Guangdong's  privi- 
leges. Its  three  special  economic  zones. 


for  example,  ust'i ,  ill  their  excess 

export  earnings,  bui  now  they  must  re- 
mit 20%  to  the  state.  In  typical  Guang- 
dong fashion,  however,  the  new  hardship 
only  made  the  factories  more  resource- 
ful. They  have  improved  efficiency,  bor- 
rowed from  private  banks,  and  even  is- 
sued shares  to  employees  to  keep  up  the 
cash  flow. 

Trying  an  if-you-can't-lick-'em-join-'em 
strategy,  Hunan  Computer  is  now  set- 
ting up  a  plant  in  Shenzhen,  one  of  the 
special  zones  in  Guangdong,  hoping  to 
attract  some  foreign  customers  for  its 
computer  terminals.  Other  Hunan  enter- 
prises have  moved  there,  too.  But  such 
moves  seem  only  to  push  the  New  China 
further  ahead. 

By  Don  Jones  Yang  in  Guangdong  and 
Hunan 
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The  new  Epson  L\-81() 


This  is  one  of  the  easiest  decisions  you 
will  ever  make.  Introducing  the  near  letter 
quality  LX-810  and  letter  cjuality  LQ-510 
fiom  Epson. 

To  begin  with,  the  inexpensive  LX-810 
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The  new  Epson  L(l-5 1(1      pcrfcct  for  printing  everything  from  term 
papers  to  personal  fmances.The  LQ-510  is  Epson's  most  afford- 
able letter  quality  printer.  Producing  crisp,  dark  text  and  graphics, 
it  lends  a  more  professional  look  to  any  printed  page. 

Each  offers  features  ordinarily  reserved  for  more  expensive 
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WITH  DENG  (TOP) 


SCHEDULED  TO  STEP 


THE  PEOPLE  TO  PUSH 


AHEAD  WITH  HIS 


manufacturing  and  good  technology." 

Hong  Kong  Chinese  companies  have 
understood  the  thriving  New  China  for 
years,  but  most  large  U.  S.  and  Europe- 
an companies  are  only  now  discovering 
the  second  state.  Dealing  with  it  is  more 
complex  than  negotiating  with  the  old 
bureaucracy,  and  sometimes,  though  not 
always,  involves  paying  "commissions" 
to  officials  or  changing  money  at  gray- 
market  rates.  But  it's  a  far  more  effi- 
cient and  cash-rich  economy  than  the 
state  sector. 

The  need  to  work  with  the  emerging 
Chinese  economy  is  finally  getting 
through  to  the  headquarters  of  large 
Ariicrican  companies  that  invested  a  lot 
of  t;  ' and  money  developing  relations 
with  sU;,(.e  ministries  and  factories  in  the 
'80s.  They  re  now  dispatching  a  different 
type  of  China  trader  to  the  mainland, 


downgrading  or  consolidating  their 
white-collar  presence,  dropping  out  of 
the  Chinese  bureaucracy's  endless  round 
of  banquets,  and  increasing  the  profile 
of  hands-on  salespeople,  floor  managers, 
and  engineers.  U.  S.  companies  that  have 
concentrated  most  of  their  investments 
in  Beijing  and  Shanghai  will  have  to  fol- 
low the  lead  of  savvy  Hong  Kong,  Tai- 
wanese, and  Korean  investors  in  target- 
ing provincial  areas. 
UNORDERED  CHAOS?  How  long  will  it 
take  for  the  two  Chinas  to  settle  their 
differences?  The  conflicts  between 
coastal  and  inland  areas  are  not  new, 
but  they  were  suppressed  for  many 
years  after  the  Communist  takeover  in 
1949.  "Throughout  Chinese  history,  a 
tension  has  existed  between  the  inward- 
ly focused,  administrative  bureaucracy 
of  the  central  government  in  northern 


China  and  the  outwardly  f 
cused,  entrepreneurial  trac 
in  the  coastal  areas  of  sout 
ern  China,"  says  Donald  J 
Anderson,  U.  S.  Consul  Ge 
eral  in  Hong  Kong. 

Although  that  may  see 
like  unordered  chaos  to  it 
outsider,  China  is  far  fro^ 
the  sort  of  total  breaki) 
that  it  suffered  earlier  in  tl 
century.  Unlike  the  warloi, 
period  of  the  1920s,  the  cei 
tral  government  still  wiek. 
national  authority  on  son! 
issues.  Governors  are  ai: 
pointed  by  Beijing,  whic. 
can  depose  or  transfer  thei"' 
Provinces  don't  have  la\- 
making  functions,  as  stati 
do  in  the  U.  S.  Local  polici 
though  they  were  not  us( 
against  the  student  demo- 
strators  in  Beijing,  still  ha' 
power.  When  the  city 
Guangzhou  was  invaded  \ 
several  million  job  seeke. 
from  other  provinces  in  Fe- 
ruary,  local  police  "persua- 
ed"  almost  all  to  retuii 
home  within  weeks. 

But  history  would  indicat 
that  the  conservatives  ai 
fighting  a  losing  battlj- 
Even  if  they  were  to  prevst 
in  Beijing,  they  could  not  rf 
voke  economic  powers  witj 
out  a  fight.  The  events  1 
May  show  how  weak  and  (• 
vided  the  central  leadersht 
is.  "Recentralization  is  i 
dead  letter,"  says  one  i- 
spected  U.  S.  businessman  i 
Beijing.  "The  people  in  tli 
second  China  realize  th; 
Beijing  is  a  paper  tiger. 
has  no  authority." 
But  it's  impossible  to  predict  just  he 
the  new  order  will  be  created.  Befo! 
the  recent  upheaval,  Deng  said  he  wou< 
step  down  from  his  remaining  officl 
post,  chairman  of  the  party's  Milita 
Affairs  Commission,  later  this  year.  I 
may  now  try  to  hang  on  for  as  long 
possible.  But  in  any  event,  he  is  not  € 
pected  to  live  much  longer. 

China's  best  shot  for  a  smooth  tran 
tion  is  Zhao.  If  reaffirmed  as  Commun 
Party  boss,  he  would  have  a  stunnii 
new  mandate  from  the  military  and  t 
people  to  push  ahead  with  his  refornr 
He  would  face  massive  problems,  su 
as  inflation,  shortages  of  raw  materij 
and  energy,  and  corruption.  But  at  lea 
he  would  be  able  to  chart  a  direction  f 
China  and  carry  the  bureaucracy  and  t 
military,  and  the  people,  behind  him. 
Whoever  finally  emerges  will  have 
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be  able  to  govern  the  official  China,  and 
that  requires  a  Communist  able  to  nego- 
tiate with  the  provincial  powers  and  con- 
trol the  military.  But  such  a  person  will 
also  have  to  be  adept  at  expanding  for- 
eign-trade relations  and  using  indirect 
levers  to  guide  the  entrepreneurial  "sec- 
ond China."  That  will  require  a  sharp 
break  with  the  ideological  approach  of 
the  past  40  years. 


The  next  leader  almost  certainly  will 
have  to  devise  a  new  political  system  for 
China  or  dramatically  alter  the  one  that 
exists.  Few  China  watchers  believe  that 
Western-style,  multiparty  democracy 
will  work  in  China  anytime  soon.  Al- 
though students  are  calling  for  "'democ- 
racy," many  of  them  aren't  asking  for 
the  overthrow  of  the  Communist  Party 
itself.  They  believe  that  the  party  can 


become  more  democratic  and  less  cc^ 
rupt.  They  want  a  strong  governmenti 
but  one  that's  responsive  and  willing  I 
listen.  To  do  that,  Chinese  Communia 
as  it  is  known  today  will  have  to  chanij^ 
so  completely  that  it  may  no  longer  » 
recognizable. 

By  Dori  Jones  Yang  in  Beijing,  icith 
nah  Lee  and  Robert  Xeff  in  Hong  Ko 
and  William  J.  Holstein  in  Xeu-  York  - 


SEVEN  DAYS  IN  MAY:  A  BEIJING  DIARY 


Dori  Jones  Yang  has  been  BUSISESS 
WEEKS  Hong  Kong  bureau  chief  for 
seven  years  and  a  frequent  traveler 
to  China.  She  arrived  in  Beijing  on 
May  IS.  Here  is  her  firsthand  report. 

DAY  1:  At  night,  in  the  pouring  rain,  the 
students  in  Tiananmen  Square  are  fes- 
tive but  determined.  Trucks  packed 
with  workers  draw  cheers  from  the 
crowd  as  they  display  rain-soaked  ban- 
ners made  from  sheets,  with  red  and 
black  lettering. 

In  the  square,  several  thousand  hun- 


nese,  normally  so  reticent,  are  talking 
politics  with  anyone  willing  to  listen. 

Below  the  famous  portrait  of  Mao 
Zedong  on  Tiananmen  Gate,  a  crowd  of 
workers  gathers  around  me.  A  woman, 
tears  in  her  eyes,  says  she  is  moved  by 
the  young  strikers.  She  puts  her  hand 
on  my  shoulder  and  says  in  Chinese: 
■'Thank  you  for  reporting  this  news." 

Shortly  after  midnight,  fear  sets  in. 
On  television,  Premier  Li  Peng  fiercely 
announces  military  measures  to  end 
the  "turmoil."  Party  chief  Zhao  Ziyang 
seems  to  have  vanished.  I  hear  repoits 


ger  strikei's  are  sitting  limply  in  buses. 
One,  from  Beijing  University,  leans  out 
a  window.  He  hasn't  eaten  for  five 
days,  but  he  drinks  sugar  water,  so  he 
isn't  worried  about  dying. 

Four  burly  cab  drivers  push  up.  In 
another  era,  these  workers  would  not 
have  befriended  an  intellectual,  but 
now  they  shake  the  striker's  hand  and 
offer  him  cigarettes.  "Thank  you."  the 
cab  drivers  say.  "Take  care." 
DAY  2:  Students,  given  free  passage  by 
railway  workers,  are  pouring  in  from 
all  parts  of  China  by  train.  The  Chi- 


that  people  are  keeping  the  soldiers 
out  of  the  city.  I  go  to  bed  praying  for 
"people's  power"  to  stop  the  army. 
DAY  3:  At  8  a.m.,  militarv'  helicopters 
buzz  overhead.  At  10  a.m.,  martial  law 
is  declared.  In  Tiananmen,  a  loudspeak- 
er urges  peaceful  resistance.  "Reason 
will  win  over  brute  force,"  says  one 
banner.  I  go  to  the  gate  of  Zhongnan- 
hai,  the  walled  compound  that  houses 
the  nation's  leaders.  The  scene  is  tense, 
especially  since  journalists  have  been 
forbidden  to  report.  "You'd  better  go 
quickly,"  someone  whispers  urgently. 


DAY  4:  On  Sunday  afternoon,  at  a  ma 
jor  intersection,  a  student  calls  to  th( 
masses  through  a  bullhorn.  Suddenly 
someone  shouts  "Block  the  truck!"  1 
crowd  rushes  to  stop  a  military  suppl 
truck.  They  force  it  to  turn  arounc 
That  evening,  rumors  spread  that  thi 
army  wnll  crack  down.  Some  claim  thi 
government  is  willing  to  kill  up  t 
200,000  to  ensure  20  years  of  peace. 
"Are  you  afraidT  I  ask  one  citizen. 
"This  is  a  cause  worth  dying  for."  h 
says.  We're  certain  the  time  has  come 
DAY  5:  For  the  third  night,  the  arm; 

has  failed  to  attack 
Helicopters  still  buz 
over  the  square 
dropping  propagand; 
leaflets.  Red  banner 
with  universit; 
names  wave  in  th 
breeze.  A  music  stu 
dent  in  jeans  says  h 
collapsed  from  ex 
haustion  and  hunge 
in  the  night  and  wa 
taken  to  the  hospital 
But  he  was  angr 
that  some  student 
wanted  to  retreal 
"We  represent  all  th 
people.  We  can 
leave,"  he  says. 
DAY  6:  The  street 
are  calmer.  News  r€ 
ports  say  that  thi 
soldiers  have  witl 
drawn.  The  absenc 
of  any  real  knowledge  is  unbearable. 
DAY  7:  The  mood  is  calm,  but  the  leac 
ers  still  have  not  announced  their  n 
sponse.  The  power  struggle  at  the  to; 
must  be  intense.  In  front  of  Zhongnar 
hai,  a  professor  and  a  worker  are  de 
bating.  "It's  not  Li  Peng's  fault."  say 
the  worker.  "He's  just  an  engineer.' 

The  professor  responds  angrily 
"Even  a  kindergarten  child  know 
sweet  from.  sour.  If  Li  Peng  is  no 
capable,  he  should  step  down.  Such 
big  countrj^  of  1  billion  people.  Why  le 
a  fool  run  it?" 
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You  expect  your  employees  to  com- 
municate with  eacli  other.  Yet  your 
computer  systems  may  not  be  at  all  con- 
versant. Why  expect  less  of  them? 

A  Local  Area  Network  can  weave 
your  business  systems  together  with  a 


standard  LANguage.  A  Memorex  Tfelex 
LAN  allows  your  computers,  workstations 
and  storage  systems  to  work  as  one 
with  a  common  tongue.  Communicating 
as  well  as,  say,  a  board  of  directors. 
Often  better 


MEMOREX  TELEX 


We  speak  the  LANguage  of  business: 


For  a  detailed  look  ai  ihe  LANguage  of  Memorex  T^lex  products,  call  1  ■800-950-3465. 


©  1989  Memorex  fblex 


The  fabric  of  life  in  China  is  changing. 
Part  of  the  change  will  be  an  improve- 
ment of  the  quality  and  variety  of  cloth- 
ing. BP  America  makes  the  chemical 
which  makes  acrylic  fibers.  In  fact, 
95%  of  the  worldwide  supply  is  made 
using  our  technology,  in  China,  our 
process  is  already  working  in  two 
plants  with  two  more  under  construc- 
tion. Making  the  building  blocks  for 
plastics.  And  for  partnerships. 


How  far  can  you  get  for  25<t? 


It  costs  surprisingly  little  for  the  service  you  deserve.  For  the  facts  on  prices,  call  1  800  225-7466  Ex 

•Average  price  per  mmuie  for  2  iS-minutc  daytime  (.all,  dialed  direa  out-of-state,  excluding  Alaska  and  Hawaii  Add  applicable  uxes  a 


^AT&T 


The  right  cho 


©  1989  AT&T 


FOREIGN  INVESTORS  ARE  WARY- 
BUT  THEY'RE  NOT  RUNNING 


overseas  companies  are  pressing  ahead,  despite  the  unrest  and  a  slowing  economy 


:  protesters  with  bullhorns 
e  whipping  up  excitement  at 
^'s  major  square,  but  at  the 
ianguo  Hotel,  the  air  is  as 
ver.  In  the  lobby,  an  opera 
22-piece  orchestra  entertain 
seemingly  unfazed  by  the 
■of-war  between  authoritar- 
iemocracy. 

d  the  scenes,  many  foreign 
cecutives 
3  rooting 
rmers  to 
ring  that 
;ical  free- 
y  bolster 
he  long 
lile  some 
)mpanies 
f  staffers 

outlook 
J  Chemi- 

Bearing, 
id  many 
-  they  are 
ead  with 
factories 


times  as  tourists  cancel  China  trips.  A 
worsening  cash  squeeze  is  leaving  Chi- 
nese buyers  short  of  funds  to  pay  for- 
eign suppliers.  And  as  assembly  workers 
join  the  protests,  production  has  been 
slowed  at  such  U.  S.-Chinese  joint  ven- 
tures as  Hewlett-Packard  Co.'s  Shenzen 
instrument  and  computer  plant. 

With  such  roadblocks  multiplying, 
many  overseas  investors  indicate  that 


)st  of  consumer  and  industri- 
ble).  "China  has  gone  down 
k^ard  more  private  property," 
ntal  Petroleum  Corp.  Chair- 
id  Hammer.  "They  realize 
id  that  has  to  continue." 
ina  traders  and  investors  are 

to  gut-wrenching  political 
md  they  tend  not  to  scare 
)pportunity  to  sell  goods  to  a 
a  billion  is  just  too  big  to 
even  the  most  seasoned  vet- 
lave  to  rethink  their  willing- 
k  it  out  if  the  unrest  drags 
.  S.  executives  fret  that  Bei- 
!  less  hospitable  to  foreign 

if  government  hardliners 
lanage  to  reassert  their  au- 
rries  Edward  A.  Gencarelli, 

representative  for  United 
ic:  "Investment  is  very 
)llars  don't  like  instability." 
VALRY.'  The  mounting  politi- 
nty  only  exacerbates  a  busi- 
!  already  soured  by  economic 
it.  Shortages  of  coal  and  oil, 
!,  have  slashed  steel  produc- 
)tel  industry,  suffering  from 
r,  now  faces  even  leaner 


SOME  U.S.-CHINA  JOINT  VENTURES 


Company 

Product 

U.S.  Investment 

Millions  of  dollars 

OCCIDENTAL  PETROLEUM 

COAL 

$187.5* 

MCDONNELL  DOUGLAS 

AIRCRAFT 

NA 

XEROX 

COPIERS 

15.3 

WARNER-LAMBERT 

DRUG  CAPSULES 

9.0 

HOECHST  CEUNESE 

CIGARETTE  FILTERS 

8.2 

PPG  INDUSTRIES 

GLASS,  CHEMICALS 

7.0 

BABCOCK  &  WILCOX 

BOILERS 

6.0 

H.J.  HEINZ 

BABY  FOOD 

6.0 

GENERAL  BEARING 

BEARINGS 

5.0 

HEWLEH-PACKARD 

TEST  EQUIPMENT 

5.0 

*Estimoted    NA  —  not  available 

DATA;  U.S.  INVESTMENT  IN  CHINA  IN  THE  ;9505  {U.S.-CHINA  BUSINESS  COUNCIL);  BW 


they  likely  will  limit  themselves  to  such 
liberal-minded  southern  provinces  as 
Guangdong  or  Fujian.  Even  with  Beijing 
in  turmoil,  notes  Martin  M.  Pollak,  exec- 
utive vice-president  at  National  Patent 
Development  Corp.,  "there's  a  terrific  ri- 
valry among  cities  to  get  new  business." 

But  the  foreign  executives  who  do 
head  for  China's  hot  south  are  still  likely 
to  tread  cautiously.  National  Patent,  for 
example,  has  opened  three  Chinese  joint 


ventures  making  contact  lenses  and  is 
planning  a  fourth  venture  to  produce 
soap.  But  they  are  all  small,  with  the 
company  investing  just  $1  million. 
Among  larger  joint  manufacturing  ven- 
tures, Dow  Chemical  Co.  is  investing 
only  $25  million  in  a  partnership  with 
Zhejiang  Chemical  Corp.  to  build  a  $50 
million  polyurethane  foam  plant  near 
Shanghai.  "No  matter  how  big  you  are," 
declares  Richard 
Brecher  of  the  U.  S.- 
China Business 
Council,  "you'll  want 
to  start  small." 

If  anything  is 
headed  for  cutbacks, 
it's  likely  to  be  big, 
capital-hungry  ener- 
gy projects.  Dis- 
agreements with 
Beijing  over  prices 
and  marketing  meth- 
ods have  marked  Oc- 
cidental's $750  mil- 
lion coal-mining  joint 
venture  in  northern 
China.  And  with  Chi- 
na low  on  cash,  At- 
lantic Richfield  Co. 
may  have  a  hard 
time  finding  buyers 
for  natural  gas  from 
a  South  China  Sea 
project  scheduled  to 
open  in  1993. 

Still,  Oxy  and  Arco 
show  no  signs  of 
fleeing  now  that  po- 
litical turmoil  has 
been  heaped  on  top 
of  economic  risk. 
Nor  do  the  other  for- 
eigners. "Things  do 
not  go  in  a  straight 
line  there,"  says  Bruce  Vernor,  vice- 
president  of  China  Energy  Ventures  Inc. 
"You  go  two  steps  forward  and  one  step 
back,  if  not  two  steps  back."  With  that 
in  mind,  foreigners  may  hunker  down 
and  limit  their  risks.  But  barring  a 
wholesale  crackdown,  no  one's  thinking 
of  giving  up. 

By  Dori  Jones  Yang  in  Beijing  and  Wil- 
liam Glasgall  in  New  York,  with  bureau 
reports 
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i¥ill  They 
^ork? 

n  the  streets  of 
Moscow,  nobody 
erects  signs  with- 
when 
15-footer  went  up  on 
[utuzovsky  Prospect,  a 
lain  thoroughfare  to  the 
entral  city,  asking: 
What  are  you  going  to 
0  for  pe7-esfroikaV\ 
v^fin  jaded  Muscovites 
)ok  notice.  To  them,  the 
lessage  was  all  too  ap- 
arent:  After  four  years 
f  economic  failures,  Mik^ 
ail  S.  Gorbachev  is  des- 
erate — openly  adm itting 
lat  he  alone  cannot  re- 
lake  the  Soviet  Union 
nd  pleading  on  propa- 
anda  posters  for  help. 
That's  one  view.  The 
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other  is  that  the  Soviet  leader  is  crank- 
ing up  the  biggest  campaign  of  his  life. 
He  is  laying  down  the  gauntlet  for  an 
economic  battle  in  which  dozens  of  pow- 
erful ministries  will  be  disbanded,  fac- 
tory managers  will  finally  have  to  per- 
form, and  the  path  will  be  cleared  for 
less  defense  spending  and  more  invest- 
ment in  private  business.  Even  price  re- 
form, the  most  necessary  but  politically 
dangerous  step  of  all,  may  be  put  into 
play. 

STILL  INERT.  If  Gorbachev  takes  the  leap, 
it  will  be  for  solid  reasons.  The  Soviet 
Union — military  superpower,  ideological 
beacon — is  in  serious  economic  trouble. 
Its  admitted  budget  deficit  is  at  least  100 
billion  rubles,  $160  billion  dollars — and 
probably  much  more — though  years  of 
cooked  books  make  it  unclear.  Economic 
growth  is  creeping  along  at  1.5%,  and 
the  money  supply,  fueled  by  rising 
wages,  is  out  of  control. 

Walk  the  potholed  streets  of  Moscow: 
The  overriding  impression  is  of  an  econ- 
omy in  gridlock.  Sugar  is  on  ration.  Po- 
tatoes and  meat  are  also  scarce.  In  state 
stores,  computers  can't  be  found.  Yet 
the  shortages  have  produced  a  boom  in 
the  black-market  economy  (page  66). 
Some  Russians  believe  the  lines  are 
longer  and  economic  conditions  as  se- 
vere as  any  time  since  Stalin. 

What's  happened  in  four  years  is  that 
Gorbachev's  reforms  have  produced 
pockets  of  surprising  dynamism — from 
the  100,000  Soviet-style  private  compa- 
nies to  the  burst  of  economic  nationalism 
in  the  Baltics,  where  even  local  Commu- 
nist Party  leaders  want  people  to  own 
their  own  houses,  businesses,  and  farms. 

But  these  changes  have  not  jolted  the 
economy  out  of  stagnation.  The  reforms 
have  hurt  more  than  helped  because 
they  have  disrupted  the  old  ways  of  cen- 
tral planning  without  replacing  them 
with  the  features  of  the  market:  free 
prices  and  a  convertible  ruble. 

Soviet  leaders  admit  that  perestroika 
is  in  trouble.  "It  is  Mission  Impossible,  " 
Prime  Minister  Nikolai  I.  Ryzhkov  told 
BUSINESS  WEEK.  But  he  fears  upheaval  if 
a  speedup  takes  place.  Others  urge  dras- 


tic action:  "All  my  worries  are  about  the 
nearest  two  or  three  years,"  says  econo- 
mist Nikolai  Shmelev.  "Ordinary  people 
need  something  in  the  shops." 

The  China  turmoil  is  another  reminder 
of  the  vulnerability  of  stagnant  leader- 
ship. Compared  with  the  rigid  rulers  in 
Beijing,  Gorbachev's  campaign  for  open- 
ness made  him  a  champion  of  the  pro- 
testers in  Tiananmen  Square.  But  at 
home,  where  glasnost  can't  put  goods  on 
the  shelves,  openness  is  at  best  a  pallia- 
tive for  disafl'ected  Russians. 

Gorbachev's  answer  to  this  emerging 
disaster  is  politics.  While  fumbling  on 
the  economy,  he  has  gathered  support 


from  the  party  and  from  reformei 
elected  to  the  Congress  of  People's  De;' 
uties  on  Mar.  26.  As  2,250  delegates  1' 
the  new  Congress  trickled  into  Mosco^ 
for  a  week-long  meeting  starting  Ma 
25,  his  political  strength  was  nev( 
greater. 

Gorbachev  is  counting  on  the  Coi 
gress  to  give  perestroika  a  lift  with 
vigorous  shake-up.  He  is  preparing  1 
dump  the  blame  for  the  failure  of  pere 
troika  on  the  government. 

That  Congress  will  elect  a  542-memb(  i 
Supreme  Soviet,  which  will  be  the  fir; 
legitimate  parliament  since  the  revoli 
tion.  Once  the  body  is  elected,  the  enth 


A  STARTLING 
ROAD  TO  REFORM 

V  Gorbachev,  54,  be- 
comes youngest  Soviet  leader 

'^e  Stalin' 


,  First  public  actions:  Shut- 
ting c^n  vodka  stores  and  open- 
ing campaign  against  corruption 


U.S.  meets  Soviets  for  first 
trade  talks  in  seven  years,  agrees 
to  import  Soviet  furs 

Meeting  in  Geneva, 
Gorbachev  and  Reagan  agree  to 
new  scientific  and  cultural  ex- 
changes and  to  reopen  direct  New/ 
York-Moscow  flights 

U.S.  banks  lift  ban 
on  lending  to  Soviets,  join  British 
bonk  in  $400  million  loan 


1986  /  21, 

'  '"'  ".PV  Soviet  Foreign  Minis- 
ter Shevardnadze  visits  Japan  in 
historic  move  to  repair  relations 
At  27th  Communist 
Party  Congress,  Gorbachev  says 
he'll  double  national  income  by 
2000,  calls  for  complete  Soviet 
economic  overhaul 

Nuclear  accident  at  Cher- 
nobyl costs  billions 




In  Vladivostok,  Gorbac  v 

asks  for  new  political  and  trq 
relationships  with  Japan,  Kor,  ' 
and  other  prosperous  Asian  cj 
talist  countries  , 

ill 

Reagan  Administro  i 
agrees  to  subsidize  exports  o 
U.S.  wheat  to  Soviets.  Politbt  ^ 
approves  plan  to  allow  forei^  " 
companies  to  set  up  joint  venj 
for  first  time  since  1 920s     ;  J 
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AFTER  FOUR  YEARS 
OF  ECONOMIC 
FAILURES, 
GORBACHEV  IS 
PLEADING  FOR  HELP 
FROM  THE  PEOPLE.  A 
HUGE  SIGN  AT  THE 
MAY  DAY 
CELEBRATION 
TRUMPETS: 
W  •KKBSnOIKA 

IS  SOVIET  POWER* 


government,  including  the  100-member 
Council  of  Ministers  and  Ryzhkov,  must 
submit  their  resignations. 

In  the  days  of  rubber  stamp  parlia- 
ments, this  was  a  charade.  The  govern- 
ment was  immediately  reappointed.  But 
this  time,  Gorbachev  is  likely  to  clear 
out  unenthusiastic  reformers  starting  at 
the  top.  In  short,  he  may  fire  his  cabinet. 
Then,  delegates  to  the  Congress  predict, 
Gorbachev  will  bulldoze  through  the  in- 
stitutions that  manage  the  centrally 
planned  economy.  At  least  half  of  the  60 
industrial  ministries  are  expected  to  be 
abolished,  with  hundreds  of  thousands 
of  bureaucrats  dismissed. 


"Gorbachev  is  doing  what  any  good 
politician  would  do.  The  reform  is  going 
badly  so  he  is  looking  for  a  scapegoat — 
the  government,"  says  Ed  A.  Hewett,  a 
Soviet  specialist  at  the  Brookings  Insti- 
tution. Such  a  move  would  follow  direct- 
ly from  his  cleanup  of  the  Central  Com- 
mitte  in  May.  Then,  Gorbachev  ousted 
112  old-guard  members  of  the  commit- 
tee, justifying  their  dismissal  with  their 
poor  showing  in  the  Mar.  26  elections. 

All  of  this  would  simply  set  the  stage. 
The  next  step  will  be  to  let  radical  re- 
formers take  charge.  Plenty  are  gearing 
up  to  champion  their  causes.  Economists 
such  as  Leonid  I.  Abalkin,  a  Gorbachev 


adviser,  are  preparing  reports  and  call- 
ing for  U.  S.-style  public  hearings  to 
press  efforts  to  rein  in  the  money  sup- 
ply, control  inflation,  and  free  up  prices. 

Others,  led  by  a  group  named  Fakt, 
want  the  Supreme  Soviet  to  abolish  re- 
strictions placed  last  winter  on  coopera- 
tives, the  Soviet  equivalent  of  a  private 
company.  "The  political  reform  came 
just  in  time,"  says  Nikolai  Petrakov,  a 
prominent  reformer.  "We  wanted  to  fix 
the  economic  situation  before,  but  we 
couldn't.  The  economic  reform  cannot  go 
forward  without  political  reform." 

There  are,  of  course,  political  risks  for 
Gorbachev.  Some  in  the  Congress  al- 
ready are  pressing  harder  than  he  may 
be  willing  to  go.  Liberal  economist  Gav- 
ril  Popov,  for  example,  has  called  for  a 
review  of  Gorbachev's  four-year  perfor- 
mance. Maverick  reformer  Boris  N.  Yelt- 
sin wants  multicandidate  elections  for 
the  presidency.  If  that  were  to  happen, 
Yeltsin,  who  made  a  stunning  comeback 
in  the  March  elections  after  his  ouster 
from  the  Politburo  last  year,  might  even 
put  his  own  name  up  against  Gorbachev. 
POLL  PURGE.  The  ferment  generated  by 
the  Congress  will  not  be  limited  to  the 
elite.  Gorbachev  is  also  turning  to  Sovi- 
et-style democracy  to  fire  up  the  cynical 
man  and  woman  on  the  street.  By  early 
next  year,  Soviet  citizens  will  be  asked 
to  head  for  the  polls  to  elect  regional 
and  local  legislatures.  From  Moscow  to 
the  tiniest  village,  the  elections  will  give 
citizens  the  chance  to  reject  local  party 
bosses,  who  often  obstruct  changes  that 
threaten  their  own  perks. 

The  aim  of  these  elections  is  nothing 
less  than  to  roll  back  the  power  of  the 
Communist  Party,  especially  its  interfer- 
ence in  day-by-day  management  of  in- 
dustry. Gorbachev  wants  to  return  to 
Lenin's  original  concept  of  the  party  as 
the  "vanguard."  It  will  set  standards 
and  guidelines,  but  won't  have  the  right 
to  make  decisions  concerning  particular 
factories,  shops  or  farms. 

These  moves  may  whip  the  bureau- 
crats into  shape,  but  alone  they  can't 
reverse  the  economy's  dizzying  slide. 
Gorbachev  must  follow  up  with  the 


At  Iceland  summit, 
:s  end  when  Reagan  rejects 
bachev's  proposal  to  sharply 
kjce  ballistic  missiles.  But  it's 
Jrning  point 

Riots  break  out  in 
fakhstan  as  Moscow  cracks 
A/n  on  corruption  and  replaces 
lional  party  leader  with  Rus- 
n.  Gorbachev  ends  Andrei  D. 
(harov's  exile  in  Gorky 


1987   

Gorbachev  decries  in- 
ertia in  Communist  Party,  calls  for 
multicandidate  elections.  Glasnost 
stirs  ferment  in  Eastern  Europe. 
New  opposition  groups  rise  in  Po- 
land and  Hungary 
.  Gorbachev  calls  for 

U.S. -Soviet  agreement  on  elimi- 
nation of  medium-range  nuclear 
missiles  in  Europe 


MARCH  Emigration  of  Soviet 
Jews  rises  to  470 — highest 
monthly  level  since  1981 
MAY  West  German  Mathias 
Rust,  19,  lands  single-engine 
plane  in  Red  Square,  Gorbachev 
fires  his  defense  minister 

Gorbachev  unveils  peres- 
troika:  radical  shifts  to  financial 
independence  for  enterprises, 
fostering  of  private  businesses 


Thousands  march  for 
independence  in  Baltic  republics 
of  Latvia,  Lithuania,  and  Estonia 
^MOVEMBER  Gorbachev  publish- 
es Perestroika,  writing  that  Com- 
munist parties  in  Eastern  Europe 
may  choose  their  own  directions 
At  Washington  sum- 
mit, Reagan  and  Gorbachev  sign 
treaty  to  eliminate  iotermediate 
nuclear  missiles 
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MOSCOW  SCENES 


ROCK,  NEWS 
-EVEN  SATIRE 


Lights  flash.  The  logo  of 
Vzglyad,  or  Look,  appears 
)n  a  large  monitor.  Then  mu- 
sic booms  across  the  set.  It's 
.he  Soviet  Union's  hottest  TV 
;how,  emanating  ideas  and  im- 
iges  that  spell  glasnost  with  a 
:apital  G.  Rockers,  variety 
;hows,  and  comedy  are  regu- 
ar  fare,  but  it's  not  just  enter- 
ainment  that  makes  Vzglyad 
;o  popular.  Interspersed 
imong  the  light  features  are 
;erious  reports  about  women's 
ssues,  hazardous  chemical 
vaste,  and  government  bu- 
•eaucracy.  As  many  as  120 
nillion  viewers  nationwide 
;une  in  every  Friday. 

But  Vzglyad  is  also  proof 
hat  glasnost  has  limits.  It's 


constantly  under  attack  for 
daring  to  criticize  and  for  its 
irreverent  style.  In  mid-May, 
the  show  apparently  went  too 
far.  When  a  guest  commenta- 
tor questioned  why  Lenin's 
body  had  been  displayed  in  his 


tomb  on  Red  Square  and  not 
buried,  the  Communist  Party 
Central  Committee  erupted. 
Three  weeks  later,  Aleksandr 
N.  Aksenov,  chairman  of  the 
State  Committee  for  Televi- 
sion &  Radio,  was  out. 


Vzglyad,  in  fact,  is  constant- 
ly harassed  by  the  party.  Spe- 
cial overseers  from  Vremya, 
or  Time,  the  stuffy,  official 
nightly  news  program,  are  of- 
ten on  hand,  watching  for 
ideological  heresy.  Aleksandr 
Sergeyevich  Ponomarev,  the 
show's  chief  censor,  says  he|| 
goes  home  every  Friday  night 
expecting  the  telephone  to 
ring  with  complaints.  j 

But  the  show's  youthful; 
producers — average  age  30 — j 
are  developing  a  finely  tuned 
sense  of  how  to  stay  just  this 
side  of  the  censors.  Not  long! 
ago,  a  segment  of  Vzglyad  j 
was  broadcast  almost  exactly 
as  it  had  been  rehearsed  in- 
house.  The  only  omission  was; 
a  satire  by  Soviet  comedian 
Gennady  Khazanov.  Why  did 
the  censors  yank  him?  Hisj 
routine  sounded  too  much  likei 
Gorbachev. 

By  Peter  Galuszka  in  Moscow; 


shock  treatment  he  has  so  far  avoided: 
freeing  up  prices  and  letting  the  ruble 
trade  on  foreign  markets.  Only  then  can 
the  industrial  reforms  he  has  launched 
have  some  meaning. 

Until  now,  the  best  Gorbachev's  plan- 
ners have  come  up  with  are  more  of  the 
same  policies:  top  down  efforts  at  mac- 
ro-economic management.  To  control  the 
budget  deficit  and  ballooning  money 
supply,  Moscow  has  promised  147^  cuts 
in  defense  spending  and  cutbacks  in  cap- 
ital investment.  In  a  hollow  gesture,  the 
state  has  ordered  factories  to  produce 
more  consumer  goods. 

Longer  term,  economists  are  working 
on  an  antitrust  law  that  could  lead  to  the 
breakup  of  giant  monopolies,  including 
Aeroflot.  The  hope  is  that  such  a  mea- 
sure could  also  help  create  a  strata  of 
wholesalers  by  the  mid-1990s  and  lead  to 
freer  retail  prices  later  in  the  decade. 

But  radical  reformers  are  urging 
much  stronger  actions:  selling  off  state 


lands  and  buildings  to  absorb  the  ruble 
surplus.  That  would  be  a  huge  step,  be- 
cause it  would  condone  large  scale  pri- 
vate ownership.  Gorbachev  could  deval- 
ue the  ruble  overnight  to  its  realistic 
value,  probably  30$.  He  could  free  up 
prices  on  goods  such  as  shoes  that  are 
not  in  short  supply  now.  The  most  likely 
scenario,  in  a  few  years,  is  an  economy 
with  some  prices  regulated,  some  free. 

For  Gorbachev,  the  news  on  the  econ- 
omy is  likely  to  get  worse  before  it  gets 
better.  As  managers  and  workers  strug- 
gle to  adjust  to  the  new  ways  of  doing 
business,  growth  will  crawl  along  at  a 
1%  to  27c  annual  pace.  That's  far  from 
the  targets  Gorbachev  set  in  1985  when 
he  spoke  of  AJo  annual  growth  and  tak- 
ing his  country  to  "new  heights." 

The  question  is  whether  Gorbachev 
will  be  forced  to  write  off  those  goals 
altogether.  While  these  are  dark  days 
for  perestroika,  it  is  too  soon  to  declare 
the  economic  struggle  a  failure.  The  So- 


viet leader  has  outmaneuvered  his  oppc 
nents  and  stunned  his  critics  time  an^ 
again.  Already  he  has  unleashed  a  pre 
cess  of  change  in  his  country  that  fe\ 
thought  possible. 

By  Peter  Galuszka  and  Rose  Brady  f: 
Moscoiv  and  Robert  J.  Dowling  in  Lenir' 
grad,  with  bureau  reports 


AT  FACTORIES,  IT'S 
DO-IT-OR-DIE  TIME 


In  the  back  alleys  of  Soviet  citie; 
Russians  regularly  get  taken  playin 
a  floating  shell  game  called  igra  • 
napyorstok.  Except  for  the  locatioi' 
some  factory  bosses  say  that  it's  not  a 
that  much  different  from  dealing  wit 
the  Moscow  bureaucracy.  The  manager 
are  up  against  thousands  of  governmer 
officials  who  have  built  their  career 
through  political  sleight  of  hand.  Som(' 


1988 

.  •    Soviets  announce 
plans  to^ithdraw  all  troops  from 
Afghanistan 

Armenian  notional- 
ists launch-protests  in  Nagorno- 
Karabakh  in  Muslim  Azerbaijan 
Rodicat  reformer  Boris 
Yeltsin  loses  Politburo  seat  after 
he  criticizes  Gorbachev  for  push- 
ing economic  reformitoo  slovvly: 


Gorbachev  calls  for  new  incen- 
tives for  farmers  because  agricul- 
tural reforms  aren't  working. 
More  than  100  Soviet  dissidents 
from  20  cities  meet  to  form  Dem- 
ocratic Union,  an  independent 
political  club 

At  Moscow  summit,  Rea- 
gan calls  Gorbachev  his  "friend" 

At  first  Party  Conference 
since  1941,  Gorbachev  wins  sup- 


port to  put  limits  on  decision- 
making power  of  Communist 
Party.  Latvian  writers  call  on 
Moscow  to  turn  their  republic 
into  a  "sovereign  state" 
SEPTEMBER  Gorbachev's  chief 
conservative  rival,  Yegor  Liga- 
chev,  is  demoted.  President 
Andrei  Grortiyko  retires 
OCTOi^l:!.  .  Gorbachev  named 
President.  Soviet  people  learn 


their  nation  has  $58  billion  bi  ^e^ 
deficit  and  that  inflation  is  a  p  b-^ 
lem.  European  banks  and  go^  n-ijg 
ments  ante  up  $10  billion  in  e  d-ij, 
its,  but  Soviets  use  little  of  it :  ;) 
DECEMd^    At  U.N.,  Gorbd-v»i 
outlines  foreign  policy  based '  n 
interdependence,  not  copitali 
socialist  struggle.  He  pledge; 
withdraw  50,000  troops  fro; 
Eastern  Europe,  cut  military  1  i 
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SPECIAL  RER 


times  the  managers  win,  but 
more  often  they  lose.  The  deci- 
sions that  are  made  affect 
some  48,000  state-run  manu- 
facturing enterprises. 

A  few  years  ago,  Mikhail  S. 
Gorbachev  set  out  to  bust  up 
this  system.  He  decreed  that 
plant  managers  should  have 
more  say  in  what  to  pay  their 
workers,  how  to  invest  their 
money,  and  what  products  to 
make.  But  like  many  things  in 
the  Soviet  economy,  the  order 
from  the  top  is  taking  a  long 
time  to  reach  the  ranks. 
SPECIAL  ORDERS.  When  Gorba- 
chev handed  more  power  to 
factory  managers  on  Jan.  1, 
1988,  ministry  bureaucrats 
made  a  countermove.  Using 
loopholes  in  a  new  reform  law, 
they  loaded  up  factories  with 
special  state  orders  for  up  to 
100%  of  production.  Many  managers 
caved  in.  But  a  few  didn't.  One  Igor  I. 
Stroganov,  the  director  of  Uralmash,  a 
machine  tool  manufacturer  in  the  city  of 
Sverdlovsk,  raised  a  stink.  He  returned 
the  order  to  the  Ministry  of  Heavy  Ma- 
chine Building.  Up  the  ladder  it  went. 
Today,  Stroganov  and  the  ministry  are 
still  locked  in  battle. 

Now  Gorbachev  has  ordered  minis- 
tries to  limit  their  orders  mainly  to  con- 
sumer and  defense  goods.  He  also  has 
tried  to  reduce  Moscow's  power  by 
transferring  600,000  bureaucrats  to  fac- 
tories or  institutes.  But  the  bureaucrats 
are  fighting  back  by  merging  ministries 
and  renaming  them.  So  far,  just  six  out 
of  Moscow's  60  ministries  have  been  dis- 
banded. If  more  cuts  are  to  come,  Gorba- 
chev may  have  to  enlist  the  full  support 
of  the  new  radical  reformers  in  the  legis- 
lature (page  55). 

The  ministries  aren't  the  only  obstacle 
to  reform.  Even  if  Gorbachev  shut  down 
every  one  of  them,  he  would  still  face 
the  problem  of  workers.  To  get  more 
people  to  believe  that  working  harder 
means  more  pay  goes  against  decades  of 
Marxist  teaching.  "At  fault  is  the  psy- 
chology of  the  people,  their  attitude  to- 
ward work,"  says  Alexander  Nesterov, 


MOSCOW  SCENES 


HALDEMAN  HAWKS 
HIGH  TECH 


Sporting  a  tennis-court  tan 
and  looking  softer  than 
he  did  20  years  ago,  H.  R. 
"Bob"  Haldeman,  the  Water- 
gate conspirator,  sips  coffee  at 
the  U.  S.  embassy  cafeteria  in 
Moscow.  Haldeman  is  here  to 
promote  a  high-tech  office 
building  for  the  many  foreign 
companies  he  expects  the  new 
Soviet  economy  to  attract. 

An  Orange  County  (Calif.) 
investment  group  that  Halde- 
man represents  wants  to  erect 
a  45,000-square-foot  tower 
with  plush  suites  and  a  satel- 


lite channel  for  data  communi- 
cations and  videoconferencing. 
In  a  city  where  communication 
relies  on  prewar  telexes  and 
rotary-dial  phones,  this  would 
be  a  revolution. 

Like  so  many  others,  the 
project  is  a  bet  that  Mikhail  S. 
Gorbachev's  reforms  will  suc- 
ceed. But  what  about  Wash- 
ington hardliners,  who  not  too 
long  ago  considered  personal 
computers  a  sensitive  export? 
"We  know  for  certain,"  says 
Haldeman,  that  the  KGB  al- 
ready has  whatever  technol- 
ogy the  building  would  use. 
Coming  from  a  former  White 
House  Chief  of  Staff  who 
knows  something  about  bug- 
ging, there's  a  ring  of  author- 
ity in  that  statement. 


director  of  Temp,  an  amalgamation  of 
electronics  factories  in  Moscow. 

To  win  over  workers,  Gorbachev  is 
now  pushing  entrepreneurship  through 
leasing.  At  the  Butovo  Building-Materi- 
als Plant,  a  failing  factory  near  Moscow 
that's  been  leased  to  workers,  employees 
determine  everything:  salaries,  capital 
investments,  and  production  plans.  The 
plant's  director,  Mikhail  Bocharov,  says 
productivity  and  output  are  up  by  30%. 
The  factory  has  even  opened  its  own 
outlet  store  where  it  sells  wooden  furni- 
ture, and  it  plans  to  open  two  more.  "We 
are  counting  the  money,"  says  the  boss. 
GUN-SHY.  But  Butovo  is  an  exception, 
one  of  only  600  factories  to  try  the  ex- 
periment thus  far.  Most  managers  are 
disinclined  to  take  risks.  Some  lack  the 
training;  many  others  don't  care,  even 
though  they  now  can  sell  their  products 
abroad,  set  up  joint  ventures  with  for- 
eign companies,  and  contract  work  out 
to  Soviet-style  private  enterprises. 

In  part,  they  can't  be  blamed.  Soviet 
industry  is  woefully  backward,  and  for- 
eign partners  are  scarce.  Walk  around  a 
manufacturing  plant  such  as  the  Vladi- 
mir Tractor  Factory,  one  of  the  coun- 
try's biggest  producers,  and  you  see  a 
handful  of  computers  and  machine  tools 


fit  for  a  mom-and-pop  shop  in  the  U.  S. 
That's  the  result  of  years  of  government 
decisions  to  spend  big  money  on  petro- 
leum and  chemical  plants  while  other 
key  industries,  such  as  machine  tools, 
were  starved. 

To  fix  Soviet  industry,  Gorbachev  will 
ultimately  have  to  enforce  his  threat  to 
make  Soviet  factories  survive  on  their 
own — or  go  bankrupt.  That  might  take 
shock  treatment,  such  as  sudden  price 
reform  or  a  complete  withdrawal  of  sub- 
sidies. But  only  then  will  Soviet  factory 
bosses  take  the  ultimate  gamble:  Either 
modernize — or  lose  your  job. 


A  BLIGHT  OH 

THE  FRUITED  PLAIH 


Walk  one  flight  up  in  the  dairy 
barn  at  the  Schapovo  collec- 
tive farm  to  the  wood-paneled 
viewing  room.  Although  it's  hard  to  tell 
by  looking  through  the  observation  win- 
dow, there's  a  competition  taking  place 
among  the  400  cows  below.  It's  a  Soviet 
milking  system  vs.  an  American  one. 
The  Americans  are  winning. 

In  a  nation  with  42  million  cows,  four 


es  by  500,000  by  1991 .  exceed  $120  billion.  Money  sup- 

ernment  soys  It  will  devalue  ply  balloons  out  of  control.  State 

e  by  50%  in  1 990.  Opens  ministries  ordered  to  cut  spend- 

for  foreigners  to  own  major-  ing,  base  salaries  on  productivity, 

hares  in  joint  ventures.  Earth-  State  vodka  stores  reopen  to  help 

ce  hits  Armenia,  killing  boost  revenues  with  taxes  on  al- 

)00  and  setting  back  reform  cohol.  Sudden  clainpdown  im- 
poses price  controls  on  flourishing 

W   cooperatives,  bans  co-ops  in 

^r;,'  Economy  worsens.  medical  care,  publishing,  gem 

get  deficit  now  estimated  to  soles,  and  education 


[,;■;'[,  Last  Soviet  troops  a  merchant  bank  sign  deal  to  do  j 

leave  Afghanistan  as  many  as  25  joint  ventures.  All ' 

f  /  r  r  i   Gorbachev  says  he'll  Soviet  factories  given  the  right  to ! 

lease  land  and  equipment  to  farm-  trade  abroad  ; 

ers  for  50  years  in  hopes  this  rod-  i  '\'  Gorbachev  goes  to  Beijing  t 

ical  step  will  boost  agricultural  for  first  Sino- Soviet  summit  in  30 , 

output.  Boris  Yeltsin  wins  big  in  years.  Bush  Administration  says  t| 

first  relatively  free  election  in  70  may  ease  restrictions  on  Soviet  1 

years.  Dozens  of  old-guard  Com-  exports  to  U.S.  Congress  of  Peo-  \ 

munist  Party  leaders  defeated  pie's  Deputies  opens  in  Moscow  J 

fJ:il  Five  U.S.  companies  and  oatabw,  fags  on  file 
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For  those  who  think  this  is  all  there  is  to  IBM  Service, 
we'd  like  to  adjust  your  thinking. 


IBM  has  built  a  solid  reputation  as 
maintenance  experts.  Now  we've 
expanded  our  services  beyond  mainte- 
nance. We  even  include  services  for  your 
non-IBM  equipment. 

We  will  take  care  of  all  your  needs. 
From  hardware  and  software  integration 
to  data  center  design  to  value  added 
network  services. 

For  instance,  we'll  move  your 
data  processing  system  2,000  feet  or 
2,000  miles.  And  we'll  be  with  you  from 
pre-planning  to  post-move  testing.  It's  all 
part  of  IBM  Customized  Operational 
Services. 

And  because  no  business  can  afford 
downtime,  IBM  is  there  with  Network 
Support,  too.  We'll  reduce  the  likelihood 
of  downtime,  and  work  quickly  to 
bring  you  back  up 

if  it  does  occur. 


What's  more, 
if  you  have  a  question 
or  problem  with  any  of  your  systems, 
specialists  are  available  24  hours  a  day, 
7  days  a  week. 

If  you'd  like  further  information,  we 
would  be  happy  to  send  you  some  litera- 
ture. Just  call  1  800  IBM-2468,  ext.  133. 

IBM  Service.  You'll  find  out  it's 
really  much  more  than  you  think. 


MOSCOW  SCiNES 


rHE  BOXERS 
\Rl  COMING! 

If  you  don't  count  vodka  and 
ca\iar,  the  Soviet  Union's 
)est-known  export  may  soon 
)e  its  boxers,  tennis  stars,  and 
lancers.  Adored  by  Western 
ludiences,  some  found  big 
)ucks  by  defecting.  Now  they 
;an  do  it  legally.  From  Alexan- 
ier  Sitnikov,  whose  paintings 
vere  auctioned  at  Sotheby's 
ast  July  for  a  total  of  818,000, 
0  tennis  pro  Natalia  Zvereva, 
vho  grossed  8500,000  last 
•ear,  Russia's  artists  and  ath- 
etes  are  fast  becoming  Mos- 
;ow's  nouveaux  riches. 

Well,  sort  of.  The  celebrities 
ire  beginning  to  make  head- 
ines  with  outspoken  com- 
)laints  about  how  the  state  is 
■obbing  them  of  their  hard- 


earned  money.  In  Sitnikov's 
case,  by  the  time  Sotheby's 
took  its  10%  of  auction  pro- 
ceeds, the  Culture  Ministry- 
collected  its  30%,  and  the  Fi- 
nance Ministry  bit  off  an  addi- 
tional 30%  of  the  remaining 
60%,  the  artist  was  left  with 
onlv  about  87,600. 


Author  Leonid  Bloch  has 
managed  to  save  860,000 
worth  of  West  German  marks 
with  sales  of  his  books  to  Eu- 
ropean publishers.  But  his  ac- 
count in  the  So\iet  Bank  for 
Foreign  Economic  Affairs,  a 
far  cry  from  the  Swiss  bank 
accounts  of  Europe's  glitter- 


ati, pays  only  2%c  interest.  "If 
this  is  not  increased  in  the 
next  two  years.  I'll  put  my 
money  in  Western  banks,"  he 
insists. 

Athletes  are  shortchanged,' 
too.  So\intersport,  the  state 
booking  agency,  takes  half  of 
their  earnings,  splitting  the 
money  with  its  parent,  Gos- 
komsport.  And  that  can  be  a 
big  rake-off:  Soccer  player  Al- 
exander Zavarov's  contract 
with  Turin's  .Inventus  dub  is 
worth  84.5  million. 

While  athletes  and  artists 
have  plent}'  of  reason  to  gripe, 
it's  likely  many  more  will  be 
lining  up  to  fight,  skate,  and 
dance  in  the  West.  After  all, 
half  a  purse  is  better  than 
none,  and  worldwide  fame  and 
the  chance  to  cash  in  on  com- 
mercials is  hard  to  beat.  Plus 
as  the  Kremlin's  top  PR  man 
knows,  it  works  wonders  for 
the  So\iet  image. 


times  more  than  the  U.  S.,  Soviet  milk 
doesn't  last  more  than  a  day.  "The 
American  machines  give  us  milk  that  is 
100  times  above  the  standard  for  So\iet 
milk,"  says  Nikolai  Lasha,  Schapovo's 
head  dairj-man.  The  model  farm  now  has 
a  state  loan  to  manufacture  parts  of  the 
computer-controlled  American  system 
with  Chicago's  Babson  Brothers  Co.,  the 
machines"  inventor. 

Schapovo  is  one  of  500  to  1.000  model 
farms  that  receive  special  attention.  Its 
ebullient  director,  Marat  M.  Bojnovich, 
talks  about  building  vacation  homes  and 
museums,  as  well  as  cutting  deals  with 
U.  S.  and  British  companies.  But  even 
here,  workers  live  in  aging  high  rises, 
the  roads  are  crumbling,  and  it's  hard  to 
keep  young  people  around. 
LEASING  LAND.  Mikhail  S.  Gorbachev,  a 
former  Agriculture  Minister,  hasn't  yet 
made  a  dent  in  the  Soviet  Union's  chron- 
ic food  shortages.  His  various  new  "eco- 
nomic mechanisms"  to  boost  incentives 
and  production  haven't  caught  on  in 
enough  places  yet  to  make  a  difference. 
The  latest  idea  that  isn't  spreading:  farm 
leasing.  At  a  special  Central  Committee 
meeting  in  March,  Gorbachev  pushed  a 
plan  to  let  farm  workers  lease  land  and 
buildings  for  50  years — and  pass  the 
leases  on  to  their  children. 

That's  a  radical  proposal  in  a  country^ 
where  private  owmership  of  land  has 
long  been  frowned  upon.  The  idea  is  to 
encourage  farmers  to  feel  that  the  land 
is  theirs.  The  trouble  is  that  when  Stalin 
collecti\ized  agriculture  in  the  1930s,  he 
virtually  eliminated  the  peasant  class. 


Li\ing  in  high  rises  on  sprawiing  com- 
plexes, the  farmers  became  more  like 
facton,-  workers.  Now  few  want  to  take 
the  risk  of  leasing  a  farm. 

At  Schapovo,  for  example,  not  a  single 
farmer  has  taken  the  plunge.  "They  are 
afraid  of  the  responsibility,"  Bojnovich 
says.  Down  the  road  at  the  Lenin's  Ray 
collective,  just  40  of  1,200  workers  are 
breeding  pigs  and  growing  crops  for 
profit.  Pig  breeder  Lidiya  S.  Simofeyeva 
likes  it  because  her  wages  jumped  20%. 
But  Director  Gregon,'  Alergant  is  reluc- 
tant to  give  up  control  for  the  long  term. 
"Leasing  for  a  lifetime  or  .50  years  isn't 
necessary,"  he  says. 
SPOILED  SPUDS.  But  boosting  incentives 
on  the  farm  is  just  a  partial  solution. 
Even  when  the  harvest  is  good,  40%  of 
the  crop  is  wasted  because  Soviet  stor- 
age, distribution,  and  processing  facili- 
ties are  so  bad.  If  the  potatoes  don't  fall 
off  the  trucks  on  the  road  to  Moscow, 
they  rot  after  months  in  a  giant,  central 
storage  bin.  And  despite  plans  for  joint 
ventures  with  such  foreign  food  proces- 
sors as  Archer  Daniels  Midland  Co.  and 
RJR  Nabisco  Inc.,  it  will  take  years  to 
build  the  roads  and  factories  needed. 

For  Gorbachev,  then,  agriculture  is 
one  stor\-  of  waste  after  another.  And 
it's  expensive.  Billions  in  price  supports 
are  paid  to  the  countr\''s  49,000  state 
and  collective  farms  each  year,  even 
though  many  are  unprofitable.  Paradoxi- 
cally, the  Kremlin  plans  to  raise  the 
prices  it  pays  farmers  for  their  produce 
even  higher  next  year.  While  it's  taking 
a  small,  progressive  step  by  freeing  up 


fruit  and  vegetable  prices,  milk  sti] 
costs  just  26?  a  liter,  as  it  has  for  de 
cades.  The  price  of  bread  is  15<f  a  loaf. 

Back  in  the  czars'  day,  Russia  couli 
feed  itself.  This  year,  after  a  poor  hai 
vest,  the  Soviets  are  importing  recon 
levels  of  American  grain.  It's  a  sign  o 
how  far  they  haven't  come — and  ho^ 
much  more  Gorbachev  has  to  do. 


WHY  IVAN  SLEEPS 
ON  HIS  SAVINGS 


What  program  trading  is  ti 
Wall  Street,  the  "ruble  ovei 
hang"  is  to  the  Soviet  Unior 
Few  understand  it.  ever\-one  talks  abou 
it,  and  most  agree  it's  dangerous. 

The  overhang  is  spendable  rubles- 
stashed  in  tin  cans,  mattresses,  smal 
bank  accounts,  and  the  safes  of  black 
market  loan  sharks.  It's  estimated  at  30 
billion  rubles,  or  nearly  8500  billion  a 
ofl^cial  exchange  rates,  and  it's  growinj 
each  day. 

The  danger  from  the  overhang  is  ir 
flation.  If  the  Soviets  were  to  decontrc 
prices  or  allow  valuable  Western  good 
to  reach  the  market,  it's  widely  fearet 
this  money  could  break  loose  like  an  ava 
lanche  and  send  prices  skyrocketing.  Oi 
the  other  hand,  while  there's  nothinj 
worth  spending  rubles  on,  the  overhanj 
keeps  piling  up. 

What  to  do'?  Schemes  abound  for  mof 
ping  up  the  rubles.  Sell  governmen 
bonds  yielding  9%,  instead  of  the  3^"^  tha' 
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As  long  as  GE  Capital  has  been 
in  the  business  of  financing  other 
businesses, we've  been  in  the  icka 
business. Over  the  years,()ur 
capital  ideas  have  helped  many 
seagoing  companies  keep  their 
heads  above  water 

Equipment  leasing,  for  example, 
is  a  capital  idea  that's  right  at 
home  at  sea:  Containership 


operator  s  keep  their  working 
capital  high  and  dry  by  leasing 
ships  by  the  dozen  and  containers 
by  the  thousand  from  GE  Capital. 

Circle  Line  brought  us  aboard 
when  they  wanted  to  expand  their 
business  in  New  York  harbor 
Thanks  to  GE  Capital,  custom  fi- 
nancing surfaced  and  World  Yacht, 
New  York's  most  elegant  floating 


restaurants,  became  part  of  the 
Circle  Line  fleet. 

And  an  Ontario-based  houseboat 
and  yacht  rental  organization  with 
a  fleet  of  130  boats  on  four  con- 
tinents floated  a  line  of  credit  from 
GE  Capital  to  keep  its  inventory 
financing  shipshape. 

Whether  or  not  your  company's 
business  happens  on  the  water, 


wed  like  the  chance  to  help  im- 
prove your  financial  picture. Just 
call  us  at  our  toll-free  mmiber: 
1800  243-2222. 

To  keep  things  on  course, we've 
got  capital  ideas  by  the  boatload. 

Not  Jijst  Capital 
Coital  Ideas. 


Ckatal  Ideas 
arelkmchedat 


GECaphal 


state  banks  currently  offer.  Devalue  the 
money  by  issuing  a  new  ruble,  worth 
perhaps  30<t  instead  of  the  official  $1.63. 
Start  a  commercial  banking  system  of- 
fering competitive  rates  on  savings. 
Force  Soviets  to  prepay  for  cars  several 
years  in  advance  and  hold  their  deposits 
in  an  auto  bank. 

Some  advocate  credit  cards  as  a  way 
for  people  to  get  acquainted  with  spend- 
ing money  while  not  carrying  wads  of 
cash.  American  Express  and  Visa  offer 
cards  in  rubles,  but  only  a  few  state 
stores  take  them.  One  is  the  giant  GUM, 
the  world's  largest  department  store. 


Some  co-op  restaurants  also  accept  plas- 
tic. But  unless  they  help  buy  better 
goods,  which  is  unlikely  soon,  credit 
cards  will  have  limited  value.  And  in  the 
thriving  black  market,  they're  useless. 
MONEY  STORES.  The  newest  idea  is  for 
factories  to  sell  shares  to  their  workers. 
It's  already  being  tried  in  a  few  plants. 
The  shares  yield  9%.  Some  plant  manag- 
ers even  want  to  sell  them  to  the  gener- 
al public  and  begin  a  stock  market. 
That's  a  big  step  because  it  would  re- 
move workers  from  the  means  of  pro- 
duction. In  other  words:  Capitalism. 
Gorbachev's  answer  is  new  banks.  He 


has  licensed  some  70  that  would  be  ind(! 
pendent  of  Gosbank,  the  state  bank,  bvj 
few  are  operating.  That's  because  th 
Soviet  Union  has  no  internal  credit  ma 
ket,  and  it  never  developed  domestii. 
bankers.  When  the  government  needit 
money,  it  just  prints  it.  With  no  cred 
market,  there's  neither  an  impact  on  irji 
terest  rates  nor  inflation  that's  visible.il 
The  famous  Russian  traders  who  plaj 
the  gold  and  foreign  exchange  market 
in  London  and  New  York  are  a  clas 
unto  themselves  and  have  nothing  to  d| 
with  the  primitive  finance  at  home.  Sov 
et  banks  are  money  stores,  where  a 


A  TAIK  WITH  NIKOLAI  RYZHKOV,  ECONOMIC  CZAR 


Nikolai  Ivanoinch  Ryzhkov,  59,  a  mod- 
erate in  the  reform,  movement,  is  a 
leading  example  of  the  new  kind  of 
efficiency-minded  technocrat.  As 
chairman  of  the  Council  of  Minis- 
ters— ?w  effect,  Prime  Minister — he  is 
Gorbachev's  economic  czar  and  is  un- 
der attack  from  radicals  for  being  too 
cautious.  From  1959  to  1975,  he  was 
on  the  staff  of  the  giant  Uralmash 
heavy-machinery  factory  at  Sverd- 
lovsk, a  city  closed  to  foreigners  be- 
cause of  its  involveme7it  with  military 
production.  Later,  he  worked  at  the 
central  planning  agency,  Gosplan. 
Yuri  Andropov,  Gorbachev's  ynentor, 
tapped  Ryzhkov  for  the  Central  Com- 
mittee of  the  Communist  Party  in 
1981,  and  by  1985,  he  was  a  full  mem- 
ber of  the  Politburo.  On  May  19,  BUSI- 
NESS week's  Moscow  Bureau  Chief  Pe- 
ter Galuszka  interviewed  Ryzhkov  for 
two  hours  in  a  large,  ornate  confer- 
ence room  in  the  Kremlin.  Among 
the  high  poin  ts  of  that  interview: 

ON  U.S.-SOVIET  TRADE 

I  have  said  that  political  contacts  [be- 
tween our  two  countries]  have  overtak- 
en our  economic  relations.  This  is  some- 
thing we  can't  understand.  After  all, 
we  are  two  major  powers.  We  were 
predestined  to  cooperate,  to  maintain 
trade  relations.  We  believe  that  your 
international  economic  relations  are 
very  politicized  in  contrast  to  those  of 
other  countries. 

Take  the  example  of  the  Jackson- 
Vanik  Amendment.  I  am  not  at  all  sure 
that  if  the  amendment  were  now  re- 
pealed, our  trade  relations  would  be- 
come much  more  active.  But  it  would 
be  one  step  in  the  right  direction.  We 
have  to  begin  to  remove  those  elements 
of  mistrust.  The  U.  S.  accounts  for 
about  1'/'  of  our  external  economic  rela- 
tions. Tlie  same  goes  for  the  Soviet 


Union  in  your  trade  turnover.  For  rela- 
tions between  two  major  countries,  this 
is  not  serious  [trade].  Regrettably,  this 
is  the  sad  reality. 

ON  PERESTROIKA 

If  this  were  a  mere  cosmetic  change, 
we  would  not  be  facing  the  difficulties 
we  are  facing.  We  are  touching  on  the 
very  heart  of  the  matter.  In  spite  of  the 
difficulties,  we  believe  we  are  laying  a 


solid  and  healthy  foundation.  Our  task 
will  be  to  build  on  that  foundation. 

ON  JOINT  VENTURES 

Two  years  ago  we  authorized  about  10 
ministries  and  about  100  major  plants 
and  factories  to  maintain  independent 
relations  with  foreign  partners.  As  of 
Apr.  1,  1989,  all  enterprises,  without 
any  exceptions,  can  have  trade  rela- 
tions with  foreign  partners.  We  intend 


to  have  joint  ventures  that  will  incorpo-  s  ri 
rate  not  only  trade  but  marketing,  R&D, 
and  design.  We're  not  a  backward  coun-  «!< 
try.  We  are  a  major  country  with  con- 
siderable potential,  especially  in  re-  iii 
search  and  development  and  techno- 
logical potential,  [but]  our  old  system 
somehow  did  not  allow  for  rapid  imple- 
mentation of  new  inventions. 


ON  SPEEDING  UP  PERESTROIKA 

I  believe  our  economic  reform  is  pro- 
ceeding normally  for  a  country  like 
ours — an  enormous  country  with  286 
million  people.  1  mean  it  is  Mission  Im 
possible.  It  is  an  unrealistic  task  to  try 
and  change  course  over  a  period  of  one 
year.  We  have  set  the  goals.  What  is 
not  absolutely  [clear  and]  straightfor 
ward  is  our  tactics. 


ON  PRICE  REFORM 

It  is  true  that  we  have  decided  to  post-  4at 
pone  a  reform  of  prices  for  two  or 
three  years.  Reform  could  lead  to  social  iniier 
unrest,  and  this  is  something  that  we 
do  not  want  to  face.  Of  course,  you  can 
achieve  a  balance  of  the  market  over- 
night. What  you  do  is  just  raise  - 
prices — food  prices,  consumer  prices- 
and  you  will  have  a  greater  amount  of 
commodities,  more  commodities  than  ||d|[ 
money.  But  that  affects  the  living  stan- 
dards of  people,  and  that  we  cannot  let 
happen.  We  have  tens  of  millions  of 
people  whose  living  standards  are  not 
sufficient.  We  believe  that  they  amount 
to  about  I57i-  of  the  total  population,  or 
43  million  people.  If  we  introduce  mar- 
ket prices  today,  the  rate  of  inflation 
will  grow  by  hundreds  of  percent.  We 
cannot  introduce  [price]  reform  just  for 
the  hell  of  it. 


ON  COOPERATIVES 

We  already  have  100,000  coperatives 
Our  cooperatives  produced  about  6  bil- 
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)unts  are  kept  in  cashier's  desks, 
anks  have  limited  appeal  anyway.  It's 
rare  Soviet  who  would  trust  the  gov- 
•nment  enough  to  allow  it  to  know  how 
uch  savings  he  has. 
More  troubling:  No  one  understands 
inking  in  the  Western  sense.  "We  can 
eate  banks,  but  we  have  no  bankers," 
lys  Victor  D.  Belkin,  a  leading  Acade- 
y  of  Sciences  finance  specialist.  To 
lild  a  banking  system  quickly,  he  sug- 
jsts  the  government  needs  a  large 
int-venture  program  with  Western 
mkers,  or  it  needs  to  import  Western 
inkers  to  train  Soviets.  "Even  that 
ight  take  some  years,"  he  says. 
A  group  of  five  European  banks  from 


Italy,  West  Germany,  France,  Austria, 
and  Finland  is  doing  just  that.  It's  set- 
ting up  the  first  bank  joint  venture  in 
Moscow  to  do  commercial  lending  both 
in  and  out  of  the  Soviet  Union.  It  will 
also  help  train  Soviets  in  foreign  ex- 
change and  securities  transactions. 
NOTHNG  TO  BUY.  Parallel  with  that,  Bel- 
kin  and  other  advisers  to  Gorbachev  are 
urging  the  government  to  make  the  ru- 
ble at  least  partially  convertible  to  hard 
currency  by  permitting  regular  auctions 
of  rubles  for  dollars,  West  German 
marks,  and  perhaps  Swiss  francs.  The 
plan  has  strong  backing  from  econo- 
mists, and  the  government  has  had  at 
least  one  secret  auction,  where  the  ru- 


ble's value  turned  out  to  be  not  $1.63, 
but  a  mere  9$. 

Whether  official  ruble  convertibility 
will  be  tried  for  some  years  is  a  matter 
of  great  debate.  Anything  such  as  an 
auction  or  a  double-ruble  system,  one  for 
Soviet  use,  one  for  foreign  use,  is  "artifi- 
cial," says  Soviet  Prime  Minister  Nikolai 
I.  Ryzhkov.  Only  a  good  supply  of  con- 
sumer goods  will  solve  the  problem. 

But  in  a  yellow  concrete  building  off 
the  Volga  River,  where  financial 
schemes  are  being  drafted,  Andrej  Kaz- 
min,  a  young  economist,  says:  "Lenin 
always  knew  the  importance  of  a  bank- 
ing system  to  the  Soviet  economy.  We 
will  have  one,  too." 


ion  rubles  worth  of  products  last  year 
md  in  only  the  first  quarter  of  this 
^ear,  4.3  billion  rubles  of  goods  and 
services.  Our  reform  is  proceeding  in 
;he  right  direction.  But  I  always 
;hought  that  the  slogan  in  the  Interna- 
tionale, destroy  everything . . .  and  re- 
)uild,  was  a  wrong  slogan.  We  must 
lot  float  above  reality. 

)N  PERESTROIKA'S  UPS  AND  DOWNS 

[ust  three  years  ago,  one  ministry,  the 
^'oreign  Trade  Ministry,  had  the  right 
X)  maintain  contacts  in  the  foreign  mar- 
cet.  Today  tens  of  thousands  of  enter- 
)rises,  plants, 
ind  factories 
lave  that  right, 
rhis  is  what  I 
;al!  reform.  Pri- 
'^ate  farmers  can 
now]  lease  plots 
)f  land  for  50 
:ears  or  even  for 
ndefinite  periods 
)f  time.  This  is 
vhat  I  will  call 
:hange.  We  are  proposing  now  to  our 
"armers  that  they  should  enter  into 
easing  arrangements,  and  some  say, 
'No,  thank  you,  I'm  better  off  the  way 
am."  People  have  been  taught  for 
iecades  to  live  the  way  they  are  living 
low. 

)N  THE  SOVIET  BUDGET  DEFICIT 

)ur  objective  [at  first]  was  to  provide  a 
lealthier  financial  climate  at  the  level 
)f  the  individual  enterprise.  We  have 
mproved  the  financial  health  of  individ- 
lal  factories  and  plants.  We  tried  to 
iddress  the  problems  of  the  producer, 
["he  state,  sure  enough,  wound  up  with 
I  negative  budget.  So  the  full  effort 
hat  we  have  made  has,  paradoxically, 
umed  the  tables  on  us. 

)H  DISBANDING  THE  MINISTRIES 

The  role  of  the  ministries  depends  on 
low  quick  the  pace  of  change  is  and 
low  quick  we  see  enterprises  achieving 


'We  were  predestined 
to  cooperate, 
to  maintain  trade 
relations' 


independence.  If  we  remove  the  [minis- 
tries'] managerial  functions  right  now, 
factories  and  plants  will  cease  to  oper- 
ate. If  I  were  given  the  right  to  an 
experiment  in  another  country,  I  would 
readily  disband  all  ministries.  But  since 
my  home  country  is  involved,  I  hesitate. 

ON  THE  CONVERSION  OF  MIIITARY 
PLANTS  TO  CONSUMER  PRODUCTS 

We  are  converting  more  than  300  de- 
fense plants  to  production  of  consumer 
goods.  The  military-industrial  complex 
does  have  considerable  potential.  Con- 
version requires  a  certain  investment, 
but  this  is  within 
our  power.  Which 
assembly  lines 
should  continue 
producing  weap- 
ons and  which 
should  be  used  to 
produce  civilian 
production  is  not 
really  a  problem. 
That  we  have  cal- 
culated. The  ratio 
between  military  and  civilian  produc- 
tion at  present  is  60-40.  Now,  as  conver- 
sion proceeds,  by  the  end  of  1990,  the 
ratio  will  be  on  the  order  of  50-50.  By 
the  end  of  1995,  I  guess  that  ratio  will 
be  40%  military  and  60%  civilian  output. 

ON  MAKING  THE  RUBLE  CONVERTIBLE 

One  [way]  would  be  to  do  it  over  time 
based  on  price  reform.  A  second  would 
be  to  have  two  rubles,  one  backed  by 
hard  currency.  We  are  trying  to  review 
all  possible  avenues.  I  do  not  place 
much  confidence  in  this  double-track 
idea.  It  may  breed  considerable  social 
tension.  I  believe  that  ruble  convertibil- 
ity will  depend  on  how  our  economy 
operates  and  also  on  our  prices  and  on 
the  availability  of  goods.  This  will  have 
to  be  a  gradual  process.  It  will  only 
proceed  if  we  succeed  in  creating  a 
healthier  economy.  All  the  other  op- 
tions [toward  convertibility]  are  some- 
what artificial. 


ON  RELATIONS  WITH  WESTERN  EUROPE 

The  concept  of  the  common  European 
house  is  comprehensive,  and  it  com- 
prises political  as  well  as  economic  ele- 
ments. As  far  as  the  economy  is  con- 
cerned, there  is  one  serious  challenge — 
1992.  [It]  is  a  concept  to  which  the  Sovi- 
et Union  and  the  U.  S.,  too,  will  have  to 
give  much  thought.  So  far  as  politics  is 
concerned,  we  believe  the  focus  of  at- 
tention should  be  the  Vienna  negotia- 
tions [where  conventional  arms  reduc- 
tions would  be  decided].  This  is  where 
the  fate  of  the  common  European  home 
will  be  decided.  The  U.  S.  must  play  a 
role  in  building  this  common  home. 

ON  A  NEW  ORDER  IN  EASTERN  EUROPE 

For  all  the  good  and  positive  things 
that  [the  East  Bloc's]  Council  for  Mutu- 
al Economic  Assistance  has  yielded, 
we  see  a  number  of  fundamental 
and  serious  problems  that  keep  crop- 
ping up.  We  are  pursuing  a  flexible 
policy  here  regarding  politics.  Each 
country  is  sovereign.  We  will  not  inter- 
fere. So  far  as  our  political  alliance  is 
concerned,  it  will  continue  as  long  as 
NATO  does.  As  soon  as  NATO  is  disband- 
ed, the  Warsaw  Treaty  can  also  cease 
to  exist. 

ON  THE  SOVIET  ROLE  IN  THE  WORLD 

No  country  that  wants  to  develop  nor- 
mally and  wants  to  keep  abreast  of 
technological,  social,  and  environmental 
developments  can  do  so  without  main- 
taining close  international  economic  re- 
lations with  others.  Our  economy  was 
functioning  within  its  own  closed  circuit 
as  it  were.  Over  the  past  three  years, 
we  have  achieved  some  progress  in 
changing  the  rules  of  the  game.  We  are 
also  trying  to  change  the  mentality  of 
our  people. 

ON  THE  COLD  WAR 

Basically,  I  do  think  the  winter  of  mis- 
trust is  over.  We  do  not  have  that  all- 
encompassing  stress  that  we  used  to 
have. 
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THE  CHILL  IS  GOHL  AHD 
U.S.  COMPAHIES  ARE  MOSCOW-BOUHP 

Soviets  have  sweetened  the  rules:  Now,  Westerners  can  even  control  top  management 


The  rubles  that  Western  companies 
earn  are  essentially  worthless.  Liv- 
ing and  working  conditions  even  in 
Moscow's  four-star  hotels  can  be  awful, 
and  under  perestroika  there  are  more, 
rather  than  fewer,  bureaucrats  to  deal 
with.  You  easily  can  be  the  victim  of  a 
scam:  After  one  U.  S.-Soviet  joint  ven- 
ture paid  to  have  a  factory  built,  the 
contractor  took  the  money  and  ran. 

Yet  more  and  more  American  compa- 
nies are  coming  to  Moscow.  Some  are  as 
small  as  the  pizza  vendor  from  New  Jer- 
sey who  lasted  until  he  found  his  rubles 
wouldn't  cover  the  cost  of  imported  to- 
matoes, oil,  and  dough,  and  went  home. 
Others,  such  as  McDonald's  Corp.,  are 
investing  for  the  long  haul.  Its  Canadian 
unit  plans  to  open  two  restaurants  this 
year  and  as  many  as  16  later,  setting  up 
greenhouses  and  a  factory  to  grow  and 
process  its  own  ingredients. 

As  the  number  of  joint 
ventures  increases,  foreign 
executives  tend  to  dismiss 
immediate  problems  and 
talk  about  the  long  view, 
as  they  said  of  China  a  de- 
cade ago  (chart).  "Peres- 
troika can't  put  in  new  of- 
fice buildings  within  six 
months.  We  have  not  lost 
faith,"  says  Combustion 
Engineering  Inc.  Vice- 
President  Maxwell  Asgari. 
Since  Combustion  set  up 
the  first  U.  S.-Soviet  joint 
venture  in  1987  to  sell  re- 
finery equipment,  its  man- 
agement has  been  holed  up 
in  a  Moscow  hotel.  But  the 
venture  has  booked  $60 
million  in  orders  and  will 
soon  build  a  factory. 
NOT  LIKELY.  Combustion  is 
also  negotiating  a  new  ven- 
ture for  two  multibillion- 
dollar  petrochemical  com- 
plexes in  Siberia.  Talks  are 
going  slowly  because  the 
company  wants  full  Soviet 
guarantees  to  lure  financ- 
ing for  the  project.  That's 
not  likely,  Soviet  Prime 
Minister  Nikolai  I.  Ryzh- 
kov   told   BUSINESS  WEEK. 


"The  Soviet  government  doesn't  bear  re- 
sponsibility for  such  enterprises,  and  it 
can't  take  such  responsibility,"  he  says. 

Although  there  are  365  joint  ventures 
already  signed  with  Western  companies, 
only  about  50  are  up  and  running,  so 
their  impact  on  the  economy  is  still 
small.  But  the  Soviets  are  eager  to  get 
the  management  skills  and  technology. 
They  also  want  to  use  Western  compa- 
nies as  a  yardstick  to  measure  perfor- 
mance at  state  enterprises. 

U.  S.  companies  got  on  the  bandwagon 
late — after  the  West  Germans,  Finns, 
Italians,  and  the  British,  who  had  fewer 
inhibitions  about  doing  business  with  the 
Soviets.  That's  fast  changing.  Five 
American  multinationals — RJR  Nabisco, 
Eastman  Kodak,  Archer  Daniels  Mid- 
land, Johnson  &  Johnson,  and  Chevron — 
have  formed  the  American  Trade  Con- 
sortium to  negotiate  25  ventures.  They 


THE  SURGE  IN  JOINT  VENTURES 


reached  a  precedent-setting  agreeme 
with  the  Soviets  in  March  that  will  guaiid 
antee  payment  in  hard  currency.  Ij! 

Many  newcomers  are  teaming  u 
along  industry  lines.  Fifteen  America;! 
food  companies  are  joining  together  t 
expand  trade  and  promote  ventures  i: 
food  processing.  And  in  mid-May, 
group  of  U.  S.  health  care  companie 
that  includes  Pfizer,  Abbott  Laboratcl 
ries,  Hewlett-Packard,  HCA  Internatiorj 
al,  and  Medserv  International  launched 
consortium  to  create  ventures  with  th 
Health  Ministry  and  34  Soviet  healti 
care  organizations. 

IMPROVEMENT.  The  Soviets,  for  theij 
part,  are  juicing  up  the  joint-ventur 
rules.  They  now  will  permit  Westerly! 
companies  to  own  as  much  as  100%  of  ;! 
company  and  to  control  the  top  manage; 
ment — something  unheard  of  before. 
All  this  signals  a  broad  improvemeni 
in  the  trade  climate.  Two; 
way  trade  between  thii 
U.  S.  and  Soviet  Union  iit 
1988  jumped  42%,  to  $3. 
billion,  largely  becaus 
American  grain  exports  t«; 
the  Soviets  rose  markedly 
The  Bush  Administratioii 
seems  willing  to  go  fui 
ther.  It  has  offered  t 
waive  the  Jackson-Vanil 
Amendment,  which  link; 
duties  on  Soviet  exports  t 
the  treatment  of  Sovie 
Jews.  This  fall,  the  Admin 
istration  is  expected  b 
ease  restrictions  on  U.  £ 
high-tech  exports  begui 
after  the  Soviets  invadei 
Afghanistan  in  1979. 

In  Moscow,  America! 
executives  meet  each  Sal 
urday  at  the  U.  S.  embass; 
to  talk  shop.  Lately,  thej 
have  been  handing  ou 
awards  for  the  wildest  idei; 
of  the  week.  Past  winner 
include  proposals  for  sell 
ing  vacuum  cleaners,  pop; 
corn,  and  even  balloons 
But  then  perestroika  i| 
only  four  years  old. 

By  Peter  Galuszka  anl 
Rose  Brady  in  Moscow  \ 
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Provide  for  the  future. 


When  you're  building  a  business  team,  it 
makes  sense  to  provide  them  with  the  best 
business  tools.  That  means  getting  a  word 
processor  that  evolves  with  your  needs,  not  one 
that's  tied  to  the  past. 

WordPerfect '  has  been,  and  continues  to  be, 
the  corporate  standard  in  word  processing. 
When  you  standardize  on  WordPerfect,  you'll 
speak  the  same  language  as  the  majority  of 
government  agencies,  law  firms,  and  large 
corporations  in  America. 

And  we've  continually  upgraded  and  improved 
WordPerfect  to  meet  your  changing  demands. 
But  not  by  ourselves.  By  answering  more  than 
10,000  toll-fi:ee  calls  a  day,  our  customer  support 


group  provides  our  development  team  with 
valuable  suggestions  on  how  to  improve 
WordPerfect.  Version  5.0  is  our  latest  response 
to  those  suggestions. 

It  makes  sense.  You've  invested  a  great  deal 
in  your  people,  now  invest  in  a  word  processor 
that  is  going  to  grow  with  them. 

Consider  the  options.  You'll  find  that  the 
decision  to  buy  WordPerfect  will  get  the  whole 
company  behind  you.  Not  only  now,  but  in  the 
future.  And  that's  an  investment  with  high 
returns. 

WordPerfect 

CORPORATION 

1555  N.  Technology-  Way  Orem,  Utah  84057 

Telephone  (801)  225-5000  Telex  820618  FAX  (801)  222-4477 


WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation. 


UNDERGROUND  ECONOMY  I 


THE  PARADOX  OF  PERESTROIKA : 
A  RAGING  BLACK  MARKET 


Reforms  are  making  the  sale  of  illicit  goods  more  lucrative  than  ever 


Eyes  peeled  for  plainclothes  cops,  two 
lookouts  dressed  in  sporty  windbreak- 
ers  scan  hordes  of  Saturday  shoppers. 
In  a  narrow  alley  lined  with  alumi- 
num kiosks,  goods  of  all  kinds  are  go- 
ing fast  at  markups  of  50^(,  100%,  even 
200%  over  state  stores.  The  lookouts 
swing  into  action  as  I  push  my  way  in 
to  photograph  a  man  hawking  a  vial 
of  perfume.  One  shoves  a  newspaper  in 
front  of  my  camera  lens,  while  the 
other  shouts  a  warning:  "Be  careful. 
You  don 't  know  who  he  is.  Could  be 
KGB. " 

Welcome  to  Ryzhki  Rinok,  one 
of  at  least  25  illegal  outlets  in 
Moscow  for  black  market 
goods.  Can't  find  blue  jeans  in  the  state 
stores?  Buy  them  here  for  150  rubles— 
about  three  weeks'  pay  for  the  average 
worker.  Want  some  Beluga  caviar?  Just 
ask  the  guy  leaning  on  his  car.  Need  an 
AK-47?  It  can  be  obtained,  perhaps  from 
an  Afghan  vet.  Here,  and  at  other  mar- 
kets in  town,  you  can  also  shell  out  85 
rubles  for  Polish  sneakers — or  6,000, 
two  years'  pay,  for  a  Japanese  videocas- 
sette  recorder. 

When  Mikhail  S.  Gorbachev's  peres- 
troika  can't  deliver  the  goods,  the  Soviet 


Union's  fartsovshiki — black  market- 
ers— can.  Four  years  after  Gorbachev 
began  his  economic  reform  campaign 
and  crackdown  on  corruption,  the  black 
market  is  stronger  than  ever.  Fully  M'' 
of  the  Soviet  population  gets  the  goods 
they  need  on  the  black  market,  esti- 
mates the  Soviet  economic  journal  Eco. 
Illegal  trade  is  worth  some  150  billion 
rubles  a  year — but  it  may  exceed  350 
billion,  some  $560  billion  at  official  ex- 
change rates.  "The  black  market  passes 
through  everyone,"  says  Yuri  Shcheko- 
shikin,  an  investigative  reporter  for  the 
newspaper  Literatumaya  Gazeta. 

Goods  sold  at  markets  such  as  Ryzhki 
Rinok  are  believed  to  be  produced  in 
hundreds  of  underground  factories 
across  the  country.  Perhaps  up  to  20 
million  people  earn  their  living  from  it. 


It's  a  mindset  that 
says:  "If  you're  doing  it. 
illegally,  it 
must  be  O.K."  , 


In  an  economy  straitjacketed  by  cen 
tral  planning,  fartsovshiki  can  easih 
make  a  killing.  One  example  is  a  blacl 
marketer  from  the  republic  of  Uzbeki 
Stan.  When  he  traveled  to  Moscow,  h 
lived  in  the  style  of  a  Soviet  Al  Capone 
with  a  limousine  and  eight  rooms  at 
pricey  foreigners'  hotel. 
BRIBES.  He  supplied  wood  and  sheet  met 
al  to  individuals  and  enterprises  at  price 
far  above  those  fixed  by  the  state.  T( 
get  supplies,  he  bribed  top  officials  ii 
the  state  planning  and  supply  agenda: 
and  persuaded  them  to  send  telexes  au 
thorizing  deliveries.  "He  had  everything 
just  like  the  Italian  mafia — bodyguards 
weapons,  his  own  special  communica 
tions  network,"  Shchekoshikin  says.  Th 
black  marketer,  who  ran  his  illegal  busi 
ness  in  the  late  1970s  and  early  1980s 
was  tried  and  convicted  a  few  years  ago 

In  the  years  of  Soviet  leader  Leonid  I 
Brezhnev,  the  authorities  turned  a  blin< 
eye  to  many  such  cases.  The  black  mar 
ket  seemed  to  be  officially  sanctioned  ai 
a  way  to  keep  the  rigid  Soviet  economii 
system  moving.  But  that  changed  whei 
former  KGB  chief  Yuri  Andropov  becami 
leader  and  won  support  from  both  re 
formers  and  the  KGB  to  root  out  corrup 
tion.   Gorbachev,   Andropov's  protegej 
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Why  domestic  experience  doesn't  count 
in  international  sliipping. 


A  lot  of  domestic  express  companies  are  find- 
ingout  the  hard  way  that  international  shipping  is 
a  whole  different  world. 

That's  why  you  should  call  DHL,  the  World's 
Express  Company. 

DH  L  has  been  around  long  enough  to  know 
that  every  detail  counts.  Like  knowing  the 
languages,  local  restrictions  and  customs 
regulations  in  over  1 70  nations.  The  fact 
is,  we've  got  more  people  in  more  places 
handling  more  international  packages 


than  Federal  Express,  Emery  and  Airborne  combined. 

So,  next  time  you're  shipping  a  package  to  the 
Far  Side  of  the  world,  don't  monkey  around  with  a 
domestic  company.  Call  DHL. 

We'll  deliver  it  right,  without  a  slip-up. 


1-800-CALLDHL 

In  Canada  1-800-387-3887 


WORLDWiOe  EXPRESS  ® 


The  World's  Express  Company 
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History  is  fiill 
ofgiantswho 
couldn't  adapt. 

In  the  history  of  telecommunications 
AT&T  has  long  been  the  giant.  But  recently  the 
environment  has  changed.  As  a  result  of  today's 
open  marketplace,  for  the  first  time,  the  giant  is 
facing  real  competition. 

We're  ITI,  and  we're  among  the  fastest 
growing  companies  in  the  telecommunications 
industiy.  In  the  past,  when  only  one  company 
could  provide  long  distance  operator  services, 
you  received  whatever  they  chose  to  provide. 

Now,  ITI  offers  you  a  whole  new  world  of 
innovative  operator  services,  while  the  giant 
continues  to  lumber  along. 

Unlike  the  giant,  we  can  respond  to  your 
special  needs  quickly  and  efficiently.  That 
means  when  you  need  multilingual  operators, 
we  have  them  now.  When  you  need  message 
forwarding,  we  offer  it  now.  We  listen.  And  we 
are  committed  to  keep  listening. 

So  whenever  you  choose  an  operator 
services  company,  remember:  size  isn't 
everything.  In  the  end,  it's  the  sm.arter,  quicker 

guy  that  prevails.  That's  how  evolution  works.   __ 

M  _1-  m  Welisterf, 

INTERNATIONAL  TELECHARGE,  INC. 


stepped  up  the  campaign.  Last  year, 
Yuri  Churbanov,  Brezhnev's  son-in-law, 
was  sentenced  to  15  years  in  prison  for 
taking  bribes. 

Yet  it's  plain  that  Gorbachev's  cleanup 
campaign  has  backfired.  To  stop  corrup- 
tion and  provide  consumer  goods,  he 
tried  to  bring  the  black  market  into  the 
open  by  legalizing  small  private  busi- 
nesses. In  two  years,  more  than  100,000 
of  the  businesses,  called  cooperatives, 
have  sprouted.  They  now  employ  some 
2.7  million,  or  2.1%  of  the  labor  force. 

But  the  co-ops  haven't  become  substi- 
tutes for  the  black  market.  In  fact,  they 
are  regularly  accused  of  spawning 
crime.  Some  are  believed  to  launder 
black  market  funds.  Others,  if  they  are 
successful,  provide  gangsters  with  cash- 
laden  targets  for  extortion  or  robbery. 

Indeed,  violent  crime  is  on  the  rise.  In 
1987  and  1988,  armed  robbery  went  up 
nationwide  by  42.8%.  For  the  first  four 
months  of  this  year  alone,  violent  crime 
rose  A07<.  Many  blame  Gorbachev's  re- 
form efforts.  They  maintain  that  by 
freeing  debate  through  glasnost  and  en- 
couraging political  activity,  Gorbachev  is 
breaking  down  the  social  order  that 
gave  Soviets  few  choices  but  did  keep 
violent  crime  in  check. 

Moreover,  there's  a  paradox  in  the  at- 
titude of  many  Soviets  toward  coopera- 
tives. People  often  express  anger  at  co- 
operatives that  charge  high  prices  or 
envy  at  owners  who  make  high  salaries. 
Yet,  Soviets  hardly  think  twice  about 
paying  higher  prices  on  the  black  mar- 
ket. It's  a  mindset  that  says:  "If  you're 
doing  it  illegally,  it  must  be  0.  K." 
A  RUSE.  Even  more  subversive  is  the  out- 
right sabotage  black  marketers  may  be 
wreaking  on  Gorbachev's  reforms.  Sovi- 
ets believe  that  fartsovshiki  and  state 
officials  who  fear  the  destruction  of 
their  businesses  are  the  cause  of  short- 
ages in  the  state  stores.  What's  really 
happening,  they  think,  is  that  state  offi- 
cials and  black  marketers  collude  to  pre- 
vent goods  from  reaching  the  shelves. 

Citizens  of  the  Caucasian  city  of  Groz- 
ny were  mystified  recently  when  soap 
miraculously  appeared  in  large  quanti- 
ties in  state  stores  the  moment  rationing 
was  introduced.  Up  to  then,  it  couldn't 
be  found.  Apparently,  soap  had  been 
available  all  along  but  had  been  secretly 
stockpiled  in  local  warehouses. 

The  1964  downfall  of  another  reform- 
er, Nikita  Khrushchev,  was  at  least  part- 
ly brought  about  by  similar  sabotage. 
Such  a  fate  seems  unlikely  for  Gorba- 
chev, but  it's  scant  consolation  to  know 
that  perestroika's  biggest  unintended 
result  so  far  is  the  booming  under- 
ground. Now,  if  only  the  legal  economy 
could  do  so  well. 

By  Peter  Galmzka  in  Moscow 


FAR  EAST  I 


WILL  GORBACHEV  TEAM  UP 
WITH  JAPAN  AND  KOREA? 


He  needs  their  aid  to  develop  the  Soviet  Far  East 


Fly  seven  time  zones  from  Moscow, 
and  you  are  in  the  Soviet  Far  East, 
where  the  faces  that  stand  out  on 
the  street  are  Chinese.  In  the  city  of 
Khabarovsk,  35  miles  from  China's  bor- 
der, the  Chinese  live  in  hostels  and  work 
at  the  local  diesel-engine  factory  or  on 
the  farm.  They're  here  because  most 
Russians  won't  come  to  this  barren  re- 
gion that's  bigger  than  Western  Europe. 

Yet  this  is  an  area  rich  in  timber,  oil, 
coal,  and  fish  that  Mikhail  S.  Gorbachev 
would  love  to  develop.  A  start  has  been 
made.  The  port  of  Vladivostok,  which 
has  long  been  closed  to  foreigners  be- 
cause the  Soviet  fleet  is  based  here,  is 
being  developed  for  commercial  trade. 
But  for  a  major  expansion  of  the  econo- 
my, Gorbachev  needs  help  from  Japan, 
South  Korea,  and  the  other  Pacific  in- 
dustrial powers.  He  especially  needs 
their  money  and  technology. 


Such  an  agreement  would  open  th 
door  for  the  cash-rich  Japanese  Exporl 
Import  Bank  to  off'er  credits  and  guar- 
antees for  deals  m  the  Far  East.  Four  oi 
seven  existing  joint  ventures  in  the  re- 
gion involve  Japanese  timber  and  fishery 
companies,  and  there's  room  for  more. 
ENTICEMENTS.  The  Koreans  may  also  be 
interested.  Hyundai  Group  may  build  a 
power  plant  200  miles  east  of  Khaba- 
rovsk. But  there  are  political  problems 
too:  Korea  is  unlikely  to  back  big  invest- 
ments unless  the  Soviets  help  its  effort 
to  improve  relations  with  North  Korea. 

Meanwhile,  Gorbachev  must  entice 
more  Russians  to  the  region,  where  tem- 
peratures dip  as  low  as  -30F.  Local  fac 
tory  and  farm  officials  have  gone  or 
recruitment  trips  to  European  Russia  tc 
coax  workers  to  move.  Soviets  who  dc 
take  the  plunge  earn  at  least  20%  higher 
salaries.  But  only  about  500  families 


COMMERCIAL  TRADE 


The  big  obstacle  to  getting  the  aid  is 
politics.  Japan's  problem  is  over  four  is- 
lands in  the  Kurile  chain,  which  the  Sovi- 
ets took  at  the  end  of  World  War  II. 
Now  the  Russians  may  be  moving  to- 
ward a  compromise  on  the  islands.  Sovi- 
et officials  met  their  counterparts  in  To- 
kyo in  March  to  discuss  the  dispute,  and 
some  Tokyo  observers  say  the  Soviets 
may  consider  handing  back  the  islands 
in  stages.  Others,  such  as  Hisao  Kana- 
mori,  chairman  of  the  Japan  Center  for 
Economic  Research,  believe  the  Soviets 
could  sign  an  economic  cooperation  pact 
with  Japan  by  next  year. 


come  each  year,  says  Anatoly  K.  Broni- 
kov,  a  local  newspaper  editor. 

Fifteen  years  ago,  there  was  a  similar 
thrust  for  development  that  failed.  Bui 
Gorbachev  wasn't  in  charge  then,  and 
the  need  for  better  relations  with  the 
high-tech  powers  of  Asia  wasn't  as  criti 
cal.  "We  were  not  satisfied  with  whal' 
happened  in  the  1970s,"  says  economist 
Pavel  A.  Minakir.  Now  the  citizens  ot 
Khabarovsk  are  wondering  if  Gorba- 
chev's special  charm  and  salesmanshif 
can  improve  that  result. 

By  Peter  Galuszka  in  Khabarovsk,  with 
bureau  reports; 


70  BUSINESS  WEEK/JUNE  5,  1989 


SPECIAL  REPOl 


Think  dependable. 


Relax.  With  a  Toshiba  copier  on  your  team,  you  never  have  to  worry  about 
delivering  clean,  clear  copies. 

We  make  sure  our  copiers  go  the  distance.  We  subject  them  to  drop  tests,  Hj 
noise  tests,  impact  tests.  We've  even  run  two  tons  of  paper  straight  through  the  BD-91 10 
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EASTERN  EUROPE  I 


GiASHOSrS 
TWIN  CRUCIBLES 


Poland  and  Hungary  are  laboratories  for  freer  markets 


A squad  of  Hungarian  soldiers  de- 
scended on  the  Austrian  border 
one  day  in  early  May.  Their  mis- 
sion: to  clip  away  the  160  miles  of 
barbed  wire  fence  that  symbolizes  Hun- 
gary's Iron  Curtain.  To  the  north,  Po- 
land's newly  legalized  Solidarity  and  oth- 
er rebels  hit  the  streets,  this  time  to 
campaign  for  the  first  relatively  free 
elections  in  more  than  40  years. 

As  in  a  half-finished  mosaic,  the  out- 
lines of  democratic  societies  and  market 
economies  are  starting  to  emerge  in  part 
of  Eastern  Europe.  From  the  wreckage 
of  failed  Marxist  systems,  reformers 
across  the  bloc  are  struggling  to  piece 
together  a  freer  and  more  productive 
order.  Some  Western  ideas  about  plural- 
ism and  free  enterprise  are  also  tak- 
ing root. 

WESTWARD  WIND.  Western  Europe  and 
the  U.  S.  have  a  tremendous  stake  in  the 
outcome.  Poland  and  Hungary  are  the 
first  Communist  countries  ever  to  throw 
off,  even  partly,  the  party's  political  mo- 
nopoly. And  their  shift  toward  freer 
markets  is  turning  them  decisively  West- 
ward for  trade,  technology,  and  invest- 
ment. Would-be  reformers  throughout 
the  bloc  are  taking  notes.  Eventually,  a 
number  of  War- 
saw Pact  nations 
will  hope  for  clos- 
er ties  with  the 
European  Commu- 
nity, as  well  as 
wads  of  cash  to 
help  them  survive 
what  is  promising 
to  be  a  wrenching 
transition. 
Take  Poland's 


The  old  guard  won't  give 
up  easily — at  least  not 
until  rising  political 
pressures  push  them  out 


drive  to  sell  off  its  state  industries. 
"Privatization  can  only  work  through 
cooperation  from  abroad,"  says  Jozef 
Czyrek,  a  member  of  the  Polish  politbu- 
ro.  "We  have  no  private  capital."  But 
officials  in  Washington,  like  the  Ameri- 
can and  European  bankers  who  lent 
heavily  to  Eastern  Europe's  Communist 
regimes  in  the  past,  insist  that  large- 
scale  lending  and  credits  will  have  to 
be  earned  with  continued  dollops  of  lib- 
eralization. 


If  the  money  isn't  forthcoming,  the 
risk  that  reforms  will  stall  is  great,  and 
nascent  movements  to  liberalize  other 
East  Bloc  nations  could  get  snuffed  out. 
The  West  Germans  are  pushing  political 
loans.  "We  have  to  think  within  the 
[Western]  alliance  about  cooperating 
with  these  countries,"  explains  Horst 
Teltschik,  West  German  Chancellor  Hel- 
mut Kohl's  adviser  on  the  Soviet  Union 
and  Eastern  Europe.  "The  reform  move- 
ments in  Poland  and  Hungary  cannot 
survive  without  it." 

RIVAL  CAMPS.  With  huge  foreign  debts 
and  economies  wasted  through  decades 
of  mismanagement,  reforms  could  take 
years.  But  even  a  little  progress  could 
open  the  prospect  of  a  radically  changed 
economic  and  political  map  in  Europe.  So 
far  perestroika  and  glasnost  have  split 
the  East  Bloc  into  rival  camps:  reform- 
ers in  Hungary  and  Poland  against 
stand-patters  in  East  Germany,  Czecho- 
slovakia, Bulgaria,  and  Romania. 

However,  even  in  the  most  recalci- 
trant states,  aging  leaders  will  have  lit- 
tle choice  but  to  turn  to  reform  eventual- 
ly because  the  alternative  is  "a  bleak 
future  of  poverty  and  dependence,"  says 
George  Schopflin,  an  East  European 
specialist  at  the 
London  School  of 
Economics.  Food 
shortages  and 
debt  levels  are  in- 
creasing in  Bul- 
garia and  Czecho- 
slovakia. In  East 
Germany,  which 
has  the  strongest 
economy  in  the 
East  Bloc,  growth 


has  slowed  to  less  than  1%,  and  exports 
have  slumped,  despite  roughly  $4  billion 
worth  of  aid  every  year  from  the  West 
Germans. 

Still  the  old  guard  won't  give  up  easi- 
ly— at  least  not  until  social  instability 
forces  them  out.  "There  is  a  real  fear 
among  party  leaders  that  they  will  be 
hung  by  their  necks  from  lampposts," 
says  Dieter  Bingen,  a  specialist  on  Po- 
land at  Cologne's  Federal  Institute  for 
East  European  &  International  Studies. 


In  Hungary  and  Poland,  party  official 
face  double  jeopardy:  They  are  caug' 
between  the  hazards  of  introducing  rfj 
forms  too  slowly  and  losing  control 
the  process  altogether.  "Civil  war  is  ni 
out  of  the  question,"  says  a  Hungaria: 
economist. 
•ABSOLUTELY  IRREVERSIBLE.'  The  billiorj 
ruble  question  is:  Would  Soviet  Pres|f 
dent  Mikhail  S.  Gorbachev  then  mobiliz'' ' 
troops,  after  already  pulling  57^  of  th 
Soviet  army  out,  or  would  he  stand  bj 
and  let  the  Warsaw  Pact  alliance  cru; 
ble?  Gorbachev  probably  does  not  knc 
himself.  Turbulence  in  Eastern  Europ| 
could  rock  his  already  shaky  support 
home,  but  if  he  intervened,  his  planj 
for  building  a  "common  Europea: 
house"  would  sound  like  so  much  hollo 
rhetoric. 

Indeed,  Gorbachev  is  counting  on  gla^i 
nost  working  for  him  in  East  Europe.  I 
reforms  are  successful  there,  they  wii 
provide  the  cornerstone  for  a  more  int(t 
grated  Europe,  East  and  West,  including 
expanded  trade  and  political  represents! 
tion  in  the  European  Parliament.  Plant  > 
for  high-speed  rail  and  road  connection 
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letween  Hungary  and  Austria  are  al- 
eady  under  way,  and  much  more  could 
ome.  "The  reforms  are  absolutely  irre- 
ersible,"  insists  Poland's  Czyrek.  It  will 
le  years,  though,  before  anyone  can 
cunt  the  results.  For  now,  the  signal 
rom  Moscow  seems  to  be  "go." 

By  Gail  E.  Schares  in  Warsaw 


lUNGARY:  MUCH 
lONE,  MUCH  TO  DO 

In  fluorescent  green  letters,  the  secre- 
tary's T-shirt  at  Communist  Party 
headquarters  in  Budapest  spells  out 
he  lyrics  of  Bobby  Mc  Ferrin's  hit  sin- 
rle,  Do7i 't  Worry,  Be  Happy.  The  line 
aptures  the  mood  that  has  seized  Hun- 
;ary  in  the  spring  of  1989.  Euphoric  and 
lalf-fearful,  Hungarians  lurch  closer 
ach  day  to  scrapping  their  failed  Com- 
aunist  system  and  constructing  the  un- 
lerpinnings  of  a  Western  society.  "Ev- 
rything  is  open,"  says  Communist 
'arty  Central  Committee  member  Geza 
Cotai. 


Since  May,  1988,  when  reformers  de- 
posed 32-year  Communist  Party  General 
Secretary  J^nos  Kadar,  Hungary  has 
carried  out  the  most  far-reaching  politi- 
cal and  economic  changes  ever  in  East- 
ern Europe.  Reformers  in  the  govern- 
ment are  working  to  diminish  ties  with 
the  East  Bloc  and  in  the  long  run  seek 
the  status  of  a  neutral  country  much 
like  Sweden  or  Austria.  "Neutrality  is  a 
realistic  goal,"  says  Tamas  Bacskai,  for- 
mer chief  of  the  National  Bank  of  Hun- 
gary. Maybe.  But  Hungary  is  only  half- 
way there,  and  the  hardest  part  is  yet 
to  come. 

To  take  the  next  great  leap,  Commu- 
nist Party  reformers  may  even  have  to 
split  with  the  existing  party,  creating 
the  first  fissure  in  official  Communism 
between  Stalinist  and  reformer  camps. 
They  will  also  have  to  forge  a  coalition 
with  opposition  groups.  What's  more, 
Hungary's  party  leaders,  divided  as  they 
are  at  the  top,  face  the  prospect  of 
strikes  and  social  unrest  as  they  slash 
subsidies,  shut  down  sprawling  fac- 
tories, and  deregulate  prices. 

To  deflect  rising  opposition  to  the  re- 


gime, Communist  Party  chief  Karoly 
Grosz  has  made  a  series  of  astonishing 
political  concessions.  Party  reformers 
led  by  Imre  Poszgay  pushed  Grosz  to 
accept  a  multiparty  political  system,  in- 
dependent trade  unions,  and  a  new  con- 
stitution that  no  longer  reserves  a  lead- 
ing role  for  the  Communist  Party. 
"Events  have  speeded  up  faster  than 
anyone  imagined,"  says  Kotai. 

But  for  Hungary's  poor,  who  make  up 
a  quarter  of  the  population  of  15.2  mil- 
lion, events  can't  move  fast  enough.  Ten 
minutes  from  downtown  Budapest,  in  a 
district  that  housed  ministers  and  diplo- 
mats before  the  war,  once-elegant  build- 
ings show  40  years  of  neglect.  Many 
residents  live  without  running  water, 
"month  to  month,  spending  all  our  mon- 
ey on  food,"  says  Tamas  Tiborne,  an 
accountant  for  a  retail  store. 
NATIVE  JEANS.  Eager  for  help  from  the 
West,  Hungary  is  vigorously  promoting 
private  enterprise.  Despite  a  shortage  of 
capital,  the  bare-bones  structure  of  a 
market  economy — from  private  banks  to 
a  fledgling  stock  market — is  now  in 
place,  and  150  companies  have  trans- 
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Quality,  Innovation,  and  Customer  Satisfaction. 


At  Acer,  we  have  transformed  our  cor- 
porate values  of  quality,  innovation,  and 
customer  satisfaction  into  a  full  spectrum 
of  computing  solutions  to  meet  all  of  your 
needs. 

Acer  quality  comes  from  investment.  An 
investment  in  technology.  An  investment 
in  human  prowess.  Acer  quality  is  the 
result  of  globally  orchestrated  teamwork 
and  comes  from  channeling  over  20  per- 
cent of  our  human  talent  into  innovative 
research  and  development. 


Innovation  is  a  way  of  life  at  Acer.  Our 
decentralized  management  philosophy 
gives  our  people  free  reign  to  maximize 
their  creative  potentials,  giving  you  sucf 
technological  innovations  as  our  unique 
No  Waste™  multiprocessor  technology 
and  a  full  line  of  award  winning  comput 
products.  And  Acer  innovation  doesn't 
stop  here.  Acer's  proximity  to  the  world' 
markets  keeps  us  in  touch  with  your 
changing  needs  to  ensure  you  a  constai 
stream  of  innovative  products  tailored  to 
suit  your  toughest  demands.  Giving  you 
the  power  to  create  innovative,  total 
business  solutions. 
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LAN  Station 


What  this  means 
for  you  is  simple. 
No  matter  how  small 
you  start,  or  how  tar  you  want 
to  go,  Acer  can  meet  your  needs. 
All  of  them.  And  Acer  backs  up  its 
computing  solutions  with  over  12  years  of 
experience  and  a  global  distributorship 
encompassing  more  than  70  countries 
with  over  10,000  dealers  worldwide,  putting 
customer  service  only  a  phone  call  away. 

Acer. 

Based  on  the  right  values. 


LAN  Server 


Super  386 


Laser  Printer 


8086  PC 


Mouse 


Business  Scope 

-  Mini  Computers,  Super-minis 

-  PC/XT/AT,  Super  386,  PS/2  Series 

-  LAN,  Servers,  Stations,  Modems 

-  Laser  Printers,  Mice,  Monitors 

-  Application  Specific  Integrated  Circuits  (ASIC) 


XT.  AT  ana  PS/2  ate  registered  tratiemarks  ol  International  Business 
Machines  Corporation  386  is  a  trademark  of  Intel  Corp 
No  Waste  is  the  trademark  ol  Acer  Counterpoint  Inc 


AceR 

The  Word  for  Value 


Regional  Offices:  U.S.A..  San  Jose,  Tel  (408)922-0333  •  U.K.,  London,  Tel  (01)569-2978  •  W.  Germany,  Dusseldort,  Tel  (021 1)6508-0  •  Japan,  Tokyo,  Tel  (03)463-3222  •  R.O.C  ,  Taipei.  Tel  (02)713-2252. 


rEARFUL  FOR 


THEIR  JOBS 


formed  themselves  into  stock  companies. 
New  laws  on  foreign  investment  tliat 
took  effect  on  Jan.  1  permit  1007'  for- 
eign ownership  and  give  equal  rights  to 
private  business. 

Last  fall,  Levi  Strauss  &  Co.  invested 
$1  million  for  a  majority  share  in  a  joint 
venture  to  produce  denim  jeans  and  jack- 
ets in  Kiskunhalas,  70  miles  south  of 
Budapest.  Now  it's  looking  to  set  up 
plants  in  Poland,  Czechoslovakia,  and 
the  Soviet  Union.  The  biggest  industrial 
joint  venture  is  a  $115  million  glass  fac- 
tory, to  be  set  up  by  Guardian  Industries 
Corp.  with  local  partners.  Accountants 
Ernst  &  Whinney  recently  joined  with 
Budapest's  Bonitas  to  provide  account- 
ing and  business  consulting,  and  United 
Parcel  Service  is  looking  at  prospects. 

Hungarians  are  also  reviving  educa- 
tion programs  for  financial  and  manage- 
ment skills.  New  schools  in  Budapest 
teach  everything  from  marketing  to 
monetary  policy,  while  the  government 
is  offering  university  graduates  low-in- 
terest loans  to  start  their  own  business- 
es. Thf  stock  market  expects  to  have  100 
companie.  traded  by  yearend,  and  the 
London  Stock  Exchange  is  coming  to  in- 
stall an  electronic-trading  system. 

The  rebinh  of  capital  markets  is  lur- 
ing foreign  irivestors,  too.  Creditanstalt, 
Austria's  biggest  bank,  and  the  priva- 
tized Budapest  Bank  have  signed  a  50-50 


joint  venture  with  nearly  $1  million  in 
capital  to  set  up  Eastern  Europe's  first 
brokerage  house.  And  New  York's  Bear, 
Stearns  &  Co.  is  establishing  a  Hungar- 
ian stock  fund. 

As  part  of  a  privatization  drive.  For- 
eign Trade  Minister  Tamas  Beck  set  off 
through  Western  Europe  this  February 
hawking  a  portfolio  of  Hungary's  50 
largest  companies  to  potential  Western 
corporate  buyers.  For  decades,  manage- 
ment jobs  at  state-owned  companies 
have  been  the  domain  of  party  hacks, 
who  may  now  get  axed.  "Foreign  inves- 
tors have  shown  interest  in  a  number  of 
state-owned  companies,  but  they  want 
management  kicked  out  overnight,"  says 
Laszlo  Antal,  a  top  government  adviser. 
Officials  say  they  will  step  up  pressure 
for  change  by  cutting  total  subsidies 
SO'/f ,  or  $3.8  billion  over  the  next  three 
years,  and  by  adopting  laws  that  will 
force  unions  to  accept  privatization. 
STALLED  LAYOFFS.  One  successful  effort 
put  497c  of  the  shares  of  Budapest's 
Tungsram  Ltd.,  a  $200  million  manufac- 
turer of  products  from  lamps  to  robot 
controls,  in  the  hands  of  a  Western 
group  led  by  Austria's  Girozentrale 
bank.  To  halt  money-losing  operations, 
Tungsram  laid  off  287^  of  its  work  force. 
But  despite  the  government's  tough  talk 
about  shutting  down  factories,  layoffs  in 
1988  totaled  only  9,035  instead  of  the 


planned  40,000.  And  up  to  now  the  pace 
of  privatization  has  been  slow,  with  the 
state  budget  still  accounting  for  65%  of 
gross  national  product.  The  government 
has  been  reluctant  to  risk  strikes,  at 
least  until  it  wins  a  new  mandate  in  the 
1990  elections. 

Of  all  the  East  Bloc  countries,  Hunga- 
ry stands  the  best  chance  of  reforming 
its  way  to  political  pluralism  and  freer 
markets.  But  time  is  running  short.  If 
change  stalls,  it  could  slide  into  crisis 
like  its  neighbor  Poland.  That  haunting 
vision  may  just  spur  the  country  into 
high  gear. 

By  Gail  E.  Schares  in  Budapest 


POLAND:  PAIN,  BUT 
LITTLE  GAIN 


ubert  Janiszewski's  dimly  lit  of- 
fice in  downtown  Warsaw 
doesn't  inspire  confidence  in  Po- 
land's economic  revival.  From  v/orn 
floorboards  to  furniture  even  the  Salva- 
tion Army  would  reject,  the  drabness 
seems  to  mock  his  title  as  vice-president 
of  Poland's  Foreign  Investment  Agency. 
Says  a  dispirited  looking  Janiszewski:  "I 
obviously  can't  receive  the  head  of  a 
multinational  company  here." 
The  Poles  have  new  laws  making  it 
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Born 

Another  Jaguar  Classic 
The  XJ-S  Convertible 


For  more  than  a  half-century, 
open  two-seater  Jaguars,  like 
the  innovative  XK-120  road- 
ster, have  represented  the 
essence  of  speed,  grace  and 
sporting  style.  Today,  this 
Jaguar  tradition  continues  in 
the  new  XJ-S  convertible. 

Built  entirely  by  Jaguar, 
the  1989  S-type  convertible 


combines  all  the  exhilaration 
of  true  top-down  motoring 
with  Jaguar  standards  of  per- 
formance and  luxury. 

Designed  with  the  aid  of 
sophisticated  computer  pro- 
gramming, the  new  S-type 
convertible  body  and  chassis 
possess  a  degree  of  structural 
integrity  rarely  found  in  an 


open  motorcar. 

Equally  rare  is  the  silence 
and  smoothness  of  Jaguar's 
fuel-injected,  overhead  cam 
V-12.  With  262  horsepower, 
it  is  also  one  of  the  world's 
most  potent  production 
engines.  Modified  for  racing, 
in  1988  it  powered  Jaguar  to 
victory  in  the  world's  toughest 
24-hour  races— Daytona 
and  Le  Mans. 

The  XJ-S  convertible 
moves  with  the  uncommon 
agility  and  confidence  of 
Jaguar's  four-wheel  indepen- 
dent suspension.  It  stops  with 
the  authority  of  one  of  the 
most  advanced  anti-lock  ,^ 
(ABS)  braking  systems.      '  : 

A  car  for  all  seasons,  its 
beautifully  tailored  power  top 
glides  up  or  down  in  as  little 
as  12  seconds.  The  top  is  lux- 
uriously padded,  fully  lined 
and  incorporates  a  heated 
glass  rear  window.  Inside,  the 
XJ-S  climate  control  system 
automatically  regulates  heat- 
ing and  air  conditioning.  Its 
new  sports-contoured  seats 


incorporate  power-variable 
lumbar  support  and  electric 
heating  elements. 

The  XJ-S  convertible  is 
new  for  1989.  Yet,  it  is  classi- 
cally Jaguar.  Sleek,  swift  and 
sensuous,  it  surrounds  the 
driver  and  passenger  with  the 
handcrafted  elegance  of  pol- 
ished wood  and  the  rich 
scent  and  feel  of  supple 
leather. 

To  experience  the  XJ-S 
convertible,  and  for  informa- 
tion on  Jaguar's  extensive 
three-year/36,000-mile  war- 
ranty, see  your  dealer.  He  can 
provide  details  on  this  limited 
warranty,  applicable  in  the 
USA  and  Canada,  and  on 
Jaguar's  uniquely  compre- 
hensive Service-On-Site®** 
Roadside  Assistance  Plan. 
For  your  nearest  dealer,  call 
toll-free:  1-80(MgAGUAR. 
Jaguar  Cars  lnc„  Leonia,  NJ 

ENJOY  TdMOi^ROW. 
BUCKLE  UP  tODAY. 

JAGUAR  XJ-S 


To  stay  alive  people  need  salt, 
lit  not  necessarily  flamingos, 
ad  we  blindly  followed  this  prem- 
e  when  we  began  producing 
)lt  in  Bonaire,  Netherlands 
ntilles,  nature  would  have  lost 
lother  red  flamingo  breeding 
XHind  -  of  which  only  four  remain. 


When  we  broke  ground  for 
our  plant  in  1964,  we  counted  a 
mere  700  nests  in  an  area  adja- 
cent to  our  project.  We  could 
have  eliminated  them  for  the  sake 
of  expediency.  Instead,  we  chose 
to  protect  them.  Since  then  salt 
production  has  exceeded  our  ex- 


pectations, which  is  noteworthy. 

Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  It  is  not  our  intention 
however  to  have  you  remember 


us  as  "the  leading  flaming  i 
preservation  group"  but  as  an~^  ^ 
sponsible  world  leader  in  M  j^^ 
production  of  salt.  i  it 

Not  to  mention  our  positMl-.^, 


in  car  refinishes,  carbon  fibt, 
textile  and  carpet  fibers,  plas  cS  . 
catalysts  and  rubber  chemiiis. 


EYWOULDNl 
SIANDON. 


alt  produced  by  Akzo  is  used 
often  water,  make  slippery 
s  safe  and  enhance  flavors  — 
:her  it  be  eggs  at  a  Dutch 
kfast,  the  bread  and  top- 
s  at  a  Danish  open-sandwich 
leon  or  a  bucket  of  southern 
chicken  for  dinner  in  the  U.S. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo  have  spread  our  wings. 

We  are  70,000  people  in  50 


countries:  one  of  the  world's 
largest  companies  in  chemicals, 
fibers,  coatings  and  health  care . . . 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


POUSH  STEEL  MIU: 


WITH  THE  ECONOMY 


NEAR  COUAPSE, 


MANTOFFiaALS 


AND  BUSINESS 


MANAGEIIS  BEUEVI- 


THATTHE  NEXTSTEP 


MAY  HAVE  TO  BE  A 


PlUN6E,COU»  : 


TUKKEY,iNTOA 


MARKET  SYSTEM 


easier  to  invest,  but  there's  little  new 
money  coming  into  Eastern  Europe's 
sickest  economy.  And  no  wonder.  Soli- 
darity is  now  legal,  and  elections  are  on 
the  way,  but  Poland's  ills  include  a  $39 
billion  foreign  debt,  inflation  that  could 
hit  200'7f  this  year,  and  industry  that 
relies  on  100-year-old  technology  to  get 
its  work  done.  A  few  joint  ventures  may 
help,  but  they're  not  the  answer. 

"The  economic  situation  is  desperate, 
and  it's  getting  worse,"  says  Anthony 
Polonsky,  a  Poland  specialist  at  the  Lon- 
don School  of  Economics.  Both  opposi- 
tion and  government  officials  have  is- 
sued pleas  to  the  West  to  help  shore  up 
the  economy  and  support  the  trend  to- 
ward pluralism.  West  Germany  and  the 
U.  S.  have  been  tentatively  receptive — 
President  George  Bush  has  proposed  up 
to  $1  billion  in  debt  relief  and  credits 
contingent  on  successful  economic  re- 
forms. But  private  bankers  and  corpo- 
rate chiefs  are  steering  clear  so  far. 
Says  Deutsche  Bank  board  member 
Georg  Krupp:  "The  Poles  must  pull 
themselves  up  by  their  own  bootstraps." 


The  Polish  government  can  do  little  to 
reform  the  economy  until  it  builds 
bridges  to  the  opposition.  Elections  set 
for  June  4  could  help.  Although  the 
Communist  Party  is  guaranteed  two- 
thirds  control  of  the  Sejm,  or  lower 
house  of  parliament,  the  contest  now  un- 
der way  for  the  Senate,  or  upper  house, 
is  the  closest  thing  to  a  political  free-for- 
all  that  the  Soviet  bloc  has  seen.  But 
neither  Warsaw  officials  nor  opposition 
leaders  have  much  sense  about  what  to 
do  with  the  economy.  "The  government 
is  relying  too  heavily  on  private  busi- 
ness" to  solve  the  nation's  problems, 
says  Warsaw  University  economist  Ar- 
tur  Bodnar. 

UNION  WOES.  After  so  many  years  in  the 
wilderness.  Solidarity  is  still  preoccupied 
with  dismantling  the  Communist  Party's 
power  and  isn't  much  disposed  to  design- 
ing a  new  economic  plan.  "I'm  not  work- 
ing with  the  system — I'm  working  for 
the  liquidation  of  the  system,"  says  Ja- 
cek  Kuroh,  an  opposition  leader  who 
spent  nine  years  in  prison  and  is  now 
running  for  the  Sejm. 


With  the  economy  near  collapse,  many 
officials  and  business  managers  believe 
that  the  next  step  may  have  to  be  to 
plunge,  cold  turkey,  into  a  market  sys- 
tem in  which  central  control  ends.  That, 
of  course,  means  chaos.  "The  weaker 
will  go  down,  and  the  stronger  will  get 
stronger,"  says  Jerzy  Piotrowski,  gener- 
al manager  at  Polkolor,  a  picture-tube 
plant  outside  Warsaw. 

It  is  hardly  the  way  Solidarity-  and  the 
official  trade  unions  want  to  go.  "You 
can't  junk  an  economy  overnight,"  says 
economist  Andrzej  Topihski,  a  Solidarity 
representative.  A  sudden  transition  to  a 
free  market  could  send  food  prices  soar- 
ing 300%.  Warns  Kuroh:  "That  would 
mean  riots." 

But  the  unions  are  going  to  face  a 
squeeze  anj-way.  The  government  plans 
to  close  150  money-losing  factories  and 
coal  mines  this  year,  and  even  part  of 
the  Gdansk  shipyard,  where  Solidaritj- 
was  born,  is  being  leased  to  a  private 
entrepreneur  who  vows  to  employ  non- 
union labor.  The  government  also  wants 
to  cut  subsidies,  which  amount  to  $170 
million  for  milk  alone — roughly  equal  to 
Poland's  total  defense  spending.  If  that 
became  a  trend,  economists  estimate 
lO^'f  of  Poland's  enterprises  would  fail 
immediately. 

RED  TAPE.  To  make  such  economic 
shocks  tolerable,  the  government  has  to 
put  more  goods  on  the  shelves.  Some 
may  be  better  off  earning  their  living  as 
traders  and  dealmakers  than  working 
for  the  state.  There's  a  thriving  busi- 
ness, for  instance,  in  taking  advantage 
of  goods  shortages.  Dozens  of  trading 
companies  have  sprung  up  to  buy  com- 
puter equipment  in  the  Far  East  and  sell 
it  at  a  1007c  markup  to  state  enterprises 
too  hamstrung  by  bureaucracy  to  import 
it  for  themselves. 

But  private  businesses  are  still  hob- 
bled, despite  new  laws  promising  equal 
treatment.  "State-owned  companies  re- 
ceive materials  easier,  and  the  bureau- 
crats are  against  private  companies," 
says  Grzegorz  Lindemann,  an  electron- 
ics engineer  who  18  months  ago  founded 
a  computer  business  called  Logic.  Linde- 
mann battled  the  bureaucrats  for 
months  just  to  set  up  a  hard-currency 
account. 

Even  so,  a  pocket  of  successful  entre- 
preneurs can't  reverse  Poland's  econom- 
ic slide.  So  far.  West  Germany  appears 
to  be  the  only  country  preparing  to  offer 
substantial  aid.  What's  happening  in  Po- 
land is  a  historic  change,  and  the  June  4 
election  may  help  persuade  other  West- 
ern democracies  to  help  as  well.  If  East- 
ern Europe's  sickest  country  can  show 
life,  the  prospects  for  the  rest  of  the 
bloc  may  be  all  that  much  brighter. 

By  Gail  E.  Schares  in  Warsaw 
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Good  help  isrf t  hard  to  find.  It^  waiting 
in  hne  at  the  fax  machine. 


Does  it  ever  seem  like  the  people  who  work  for 
you  are  spending  more  time  at  the  fax  machine 
and  less  time  at  their  desks? 

With  Western  Union's  OfficeAccess'"  software 
and  electronic  messaging  services  you  can  keep 
them  out  of  the  fax  lines.  It  allows  anyone  in 
your  office  to  send  fax  directly  from  the  desktop 


terminal  where  the  message  was  composed. 

With  OfficeAccess  software  on  your  current 
terminal  system,  you  can  communicate  with 
your  customers,  your  suppliers,  your  field  offices 
and  the  general  public  through  electronic  mail, 
telex,  and  Western  Union's  Priority  Mail  Serv- 
icesf  as  well  as  fax.  And  you  can  do  it  all  from 

WESTERN 
UNION 


any  terminal  in  your  office. 

Whether  you're  using  IBM,  DEC,  Wang,  Apple 
or  almost  any  other  system,  OfficeAccess  can  give 
you  a  smarter,  more  efficient  office. 

Call  Western  Union  at  1-800-247-1373,  Dept. 
140.  And  find  out  how  to  help  your  bottom  line  by 
keeping  your  employees  out  of  the  fax  line. 
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IHE  SAME  BUT 


or  three  weeks  in  early  spring,  San 

f Francisco  photo-journalist  Ed  Kashi 
traveled  through  Gorbachev's  Russia 
capturing  strangely  familiar  scenes.  "The 
official  face  can  be  quite  rude,  but  I  attribute 
that  to  the  hard  living  there,"  Kashi  says. 
"The  private  face  is  extremely  warm, 
intelligent,  and  funny.  So  many  times,  on  the 
street  or  in  somebody's  kitchen,  I  would  say  to^ 
myself,  This  is  so  much  like  home.' " 


MIZEV  COMMITEB,  HAS  THE 


SPECIAL  REPOP 


Retailers  around  the  world  are  using  Tandem 
database  systems  to  track  every  move  that  every 
product  makes.  Through  the  warehouse,  onto  the 
shelf,  and  past  the  cash  register. 

We  not  only  keep  track  of  where  things  are 
moving,  but  how  they're  selling.  All  the  while  help- 
ing shoppers  pay  for  them  -  by  approving  their 


credit,  or  by  transferring  money  right  from  their 
bank  to  the  retailer,  The  result  is  a  system-wide 
view  of  inventory  and  sales  that  lets  retailers  make 
'  smarter  decisions.  And  customers  get  faster  service' 
Our  systems  play  an  equally  important  role  ir 
the  stock  exchanges,  where  they  keep  track  of  trad 
ing  volumes.  They're  in  banks  from  Tokyo  to  New 


York,  too,  helping  to  transfer  billions  of  dollars  every 
day.  They're  also  on  duty  at  the  major  phone  net- 
works, handling  millions  of  calls  every  hour. 

In  fact,  you  can't  find  an  industry  that  doesn't 
use  us  to  speed  operations,  or  cut  costs,  or  both. 

Which  IS  why,  when  vast  amounts  of  informa- 
tion have  to  be  managed  without  fail,  more  and  more 


of  the  world's  largest  corporations  choose  Tandem. 

Call  us  at  1-800-482-6336.  We'll  show  you  how 
our  systems  produce  higher  profits. 

Which  IS  one  thing  that  can't  be  discounted. 

^iTANDEM 

f  It's  your  business  on  the  line. 


Commentary/by  Bill  Javetski  and  John  Pearson 

THE  WORLD  IS  WAITING  FOR  BUSH  TO  LEAD 


The  Soviets  are  "singing  out  of  our 
hymnboolc,"  Secretary  of  State 
James  A.  Baker  III  said  recently. 
"They  are  in  fact  coming  forward  and 
trying  to  emulate  us."  So  are  the  Poles 
and  Hungarians.  And  so,  in  different 
ways,  are  the  embattled  government  and 
the  rebellious  students  in  Beijing. 

The  awesome  upheaval  under  way  in 
the  communist  world  is  the  response  by 
leaders  and  citizens  to  the  recognition 
that  Marxism  has  failed.  To  spur  their 
stagnant  economies  and  head  off  political 
explosions,  communist  regimes  are  cau- 
tiously adopting  some  of  the  practices  of 
democracy,  individual  liberty,  and  mar- 
ket freedom  that  give  vitality  to  the  in- 
dustrial West.  In  the  Soviet  Union,  Presi- 
dent Mikhail  S.  Gorbachev  spearheads 
these  moves,  while  in  Poland,  workers 
led  by  the  independent  union  Solidarity 
have  forced  a  reluctant  government  to 
accept  reforms.  In  China,  embattled  lead- 
ers pledge  to  continue  the  shift  toward 
freer  markets  they  began  nearly  a  de- 
cade ago,  while  defiant  students,  some 
wearing  emblems  of  U.  S.  universities, 
fill  Tiananmen  Square  with  calls  for  de- 
mocracy. 

SELF-CONGRATULATION.  What  this  tur- 
moil means,  President  Bush  and  his  Ad- 
ministration correctly  conclude,  is  that 
the  West  has  won  the  Cold  War  political- 
ly, economically,  and  ideologically.  The 
U.  S.-led  policy  of  military  and  political 
containment  of  the  Soviet  Union  for  40 
years  has  halted  and  even  reversed  Mos- 
cow's expansion,  as  shown  by  the  Soviet 
pullout  from  Afghanistan  and  the  troop 
withdrawal  by  Cuba,  a  Soviet  client, 
from  Angola.  And  reformers  in  commu- 
nist countries  are  now  taking  as  models 
the  political  institutions  and  economic 
systems  of  the  industrial  democracies. 

However,  this  triumph  of  Western  in- 
stitutions and  values  has  to  be  more  than 
an  occasion  for  self-congratulation.  It  is 
an  historic  opportunity  to  wind  down  the 
military  standoff  between  NATO  and  the 
Warsaw  Pact  in  Europe — the  front  line 
in  the  Cold  War — and  curb  the  nuclear 
arms  race  between  the  U.  S.  and  the  So- 
viet Union.  Beyond  that,  it  offers  the 
challenge  of  building  more  stable,  less 
threatening  East-West  relations  by 
greatly  expanding  trade  and  other  ties. 

What  is  worrisome  is  that  President 
Bush  and  his  Administration  show  little 
readiness  to  seize  this  opportunity.  Bush 
needs  to  enlist  allies  in  a  bold  strategy 


for  structuring  a  new  order,  starting  in 
Europe.  The  best  forum  for  launching 
such  a  design  would  be  NATO's  40th-anni- 
versary  meeting  on  May  29-30  in  Brus- 
sels. For  starters,  Bush  should  urge 
NATO  allies  to  push  for  a  conventional 
arms-reduction  pact  with  Moscow  to  low- 
er military  tensions  in  Europe,  taking 
Gorbachev  up  on  his  offer  to  make  dras- 
tic cuts  in  Warsaw  Pact  troops  and 
weapons  as  the  basis  for  negotiations. 
That  is  far  more  important  than  the  cur- 
rent dispute  between  Washington  and 
Bonn  over  whether  to  negotiate  reduc- 
tions in  short-range  nuclear  missiles  in 
Central  Europe. 

MORE  HOOPS.  Bush  should  also  propose 
concrete  steps  to  achieve  the  goal  he  an- 
nounced in  a  May  12  speech:  the  "inte- 
gration of  the  Soviet  Union  into  the  com- 
munity of  nations."  Gorbachev  has  laid 
the  basis  for  such  participation  with  re- 
forms that  make  the  Soviet  economy  and 
society  more  compatible  with  those  of 
the  West.  But  the  Administration  has  re- 
sponded to  these  changes  largely  by  in- 
sisting that  Gorbachev  do  even  more  to 
qualify  for  admission  to  the  global 
club — in  effect,  setting  up  yet  more 
hoops  for  him  to  jump  through.  "We're 
in  our  fifth  year  of  Gorbachev,  and  we 
keep  saying  there  isn't  enough  there 
yet,"  observes  Ed  A.  Hewett,  a  Soviet 
specialist  at  the  Brookings  Institution. 

Bush  has  made  it  clear  that  the  Ad- 
ministration will  not  support  Moscow's 
bid  for  observer  status  in  international 
institutions  such  as  the  International 
Monetary  Fund  (IMF),  World  Bank,  and 
General  Agreement  on  Tariffs  &  Trade 
(GATT).  But  instead  of  flatly  rejecting  So- 
viet membership,  the  U.  S.  should  offer 
the  prospect  of  affiliation  with  such  insti- 
tutions as  a  challenge  to  Gorbachev  to 
make  further  reforms.  Michael  Mandel- 
baum,  director  of  East-West  studies  at 
the  Council  on  Foreign  Relations,  points 
out  that  such  links  between  the  Soviet 
and  international  economies  would  en- 
sure a  more  predictable,  cooperative  So- 
viet Union. 

Underlying  the  Administration's  ap- 
proach, despite  Bush's  May  12  declara- 
tion, is  a  persistent  strain  of  Cold  War 
thinking.  "Our  feeling  is  that  Gorbachev 
is  at  the  point  of  desperation,"  says  a 
senior  State  Dept.  official.  "If  we  just 
stand  pat,  some  concessions  will  fall  into 
our  lap." 

More  serious  is  a  basic  Administration 


timidity  masked  by  occasional  slaps  at 
Moscow,  such  as  White  House  Press  Sec- 
retary Marlin  Fitzwater's  reference  to 
Gorbachev  as  a  "drugstore  cowboy." 
Such  rebuffs  betray  Washington's  worry 
that  Gorbachev  is  capturing  the  political 
initiative  by  making  concrete  proposals 
on  arms  control  and  other  issues,  while 
the  U.  S.  has  few  creative  ideas  to  offer. 

After  months  of  Administration  delay, 
the  U.  S.  and  the  Soviet  Union  on  June  19 
will  resume  Start  talks  aimied  at  reduc- 
ing strategic  nuclear  weapons.  But  Bush 
appears  reluctant  to  engage  Gorbachev 
in  a  dialogue  on  a  broader  range  of  is- 
sues, partly  for  fear  of  angering  U.  S. 
conservatives.  Curiously,  Bush  also 
seems  to  lack  confidence  in  the  ability  of 
the  U.  S.  and  its  allies  to  win  favorable 
terms  despite  the  Administration's  belief 
that  Gorbachev  is  negotiating  from 
weakness.  The  reason  the  U.  S.  opposes 
talks  on  short-range  missiles,  for  exam- 
ple, is  the  Administration's  fear  that 
such  negotiations  would  lead  to  the  com- 
plete dismantling  of  U.  S.  missiles  in  Ger- 
many. 
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In  fact,  communism's  failure  leaves 
the  U.  S.  and  its  European  allies  holding 
the  strong  cards  in  the  effort  to  shape 
new  East-West  relationships  to  end  the 
Cold  War.  But  the  West's  bargaining 
power  will  erode  if  Bush  fails  to  take  the 
lead  in  negotiating  the  terms  of  a  new 
order. 

By  contrast  with  the  Soviet  Union,  Chi- 
na has  already  won  membership,  with 
TJ.  S.  suDDort.  in  international  institutions 


^^^^ 


'Our  feeling  is  that 
Gorbachev  is  at  the  point 
of  desperation/  says  a 
State  Dept.  official 


worried  that  he  will.  The  reforms  would 
restore  the  Soviet  economy's  capacity  to 
support  strong  military  forces,  they  fear, 
and  then  the  country  will  turn  aggres- 
sive again.  What  this  scenario  ignores, 
however,  is  the  profound  and,  in  many 
ways,  irreversible  changes  in  Soviet  soci- 
ety and  politics  that  Gorbachev  has  set  in 
motion.  "We  ought  to  make  it  clear  that 
we  are  on  the  side  of  reform,  and  that 
we  don't  fear  a  stronger,  richer  Soviet 
Union,"  Mandelbaum  says,  "as  long  as  it 
is  a  reformed  Soviet  Union." 

Soviet  behavior  is  also  being  shaped  by 
Moscow's  growing  role  in  an  array  of 
international  organizations  such  as  the 
35-nation  Conference  on  Security  &  Co- 
operation in  Europe  (CSCE).  Last  Janu- 
ary, the  CSCE  ended  a  26-month  confer- 
ence in  Vienna  to  review  compliance  with 
the  1975  Helsinki  Accords,  which  had 
spotlighted  Soviet  human-rights  viola- 
tions (BW— Jan.  30). 

TIT  FOR  TAT.  Gorbachev  has  greatly  re- 
duced such  abuses,  but  now  he  will  be 
under  pressure  to  do  even  better.  The 
Soviets  signed  new  human-rights  com- 
mitments at  Vienna  to  win  the  West's 
agreement  to  hold  the  next  CSCE  meeting 
in  Moscow  in  1991.  "You  can  be  sure  that 
1990  and  1991  will  be  very  good  years  in 
the  Soviet  Union  in  terms  of  human 
rights,"  says  Edgar  M.  Bronfman,  chair- 
man of  Seagram  Co.  and  president  of  the 
World  Jewish  Congress,  who  has  held 
high-level  talks  with  the  Soviets  on  Jew- 
ish emigration.  "They  aren't  going  to 
give  anyone  an  excuse  to  turn  that  con- 
ference off." 

Gorbachev  has  been  calling  for  greater 
unity  of  Europe,  East  and  West,  in  what 
he  calls  the  Common  European  House. 
Bush  Administration  officials  bristle  at 
the  idea,  seeing  it  as  a  scheme  to  exclude 
the  U.  S.  from  Europe.  In  fact,  there  is 
no  way  the  U.  S.  can  be  kept  out,  unless 
it  excludes  itself  by  getting  embroiled  in 
a  protectionist  tit  for  tat  with  the  EC. 

West  Europeans,  by  contrast,  see  eco- 
nomic integration  as  another  way  to  sta- 
bilize East-West  relations — and  spur 
Moscow's  shift  to  a  market  system  that 
can  connect  with  the  EC's  industrial  pow- 
erhouse. Mandelbaum  says  relations 
with  East  Europe  should  be  taken  up  at 
the  Western  Economic  Summit  in  Paris 
next  July.  The  summit  "should  come  out 
with  some  general  principles  for  East- 
West  economic  interaction,"  he  says, 
"and  they  should  not  exclude  the  Soviet 
Union." 

This  is  certainly  the  moment  to  move 
toward  such  economic  interaction.  Seiz- 
ing the  opportunity  now  could  create  the 
Common  European  House  on  the  West's 
terms.  That  would  indeed  be  a  way,  in 
Baker's  words,  for  Moscow  to  sing  out 
of  the  West's  hymnbook. 


such  as  the  IMF  and  World  Bank,  and  it 
has  applied  for  membership  in  Gatt.  Chi- 
na's economic  reform  process  has  been 
under  way  long  enough  so  that  it  seems 
unlikely  to  be  permanently  reversed,  al- 
though it  could  be  slowed  or  halted  by 
the  political  conflicts  that  student  pro- 
tests have  triggered. 
'UMBILICAL  CORD.'  The  broad  ties  China 
has  developed  with  the  U.  S. — officially, 
and  across  a  spectrum  of  private  activi- 
ties from  business  to  education — also 
look  durable  because  they  have  provided 
China's  principal  channel  for  moderniza- 
tion in  the  past  10  years.  "The  U.  S.  is  an 
umbilical  cord  for  China  to  the  future," 
says  Roderick  MacFarquhar,  a  China 
specialist  at  Harvard  University.  "The 
Chinese  will  do  a  great  deal  to  accommo- 
date the  U.  S." 

More  than  in  the  Cultural  Revolution 
or  any  previous  upheaval,  the  outcome  of 
the  present  turmoil  will  be  strongly  in- 
fluenced by  the  impact  of  ideas  and  val- 


ues from  the  rest  of  the  world  on  a  coun- 
try that  has  been  self-contained  for 
millenia.  "China  is  now  part  of  the  cos- 
mopolitan world  culture,"  MacFarquhar 
says.  Major  carriers  of  the  outside  influ- 
ence are  the  Chinese  students  who  have 
flocked  abroad  in  the  past  few  years. 
Currently,  40,000  Chinese  are  studying  in 
the  U.  S.,  and  10,000  have  gone  back  to 
China.  Through  this  training,  "the  U.  S. 
will  have  a  huge  impact  on  two  genera- 
tions of  Chinese  leaders,"  says  David 
Zweig,  a  China  specialist  at  Tufts  Uni- 
versity. 

Administration  officials  such  as  De- 
fense Secretary  Richard  B.  Cheney  pro- 
fess no  such  confldence  in  the  Soviet 
Union's  future  course.  They  warn  that 
Gorbachev  could  be  replaced  by  Soviet 
leaders  who  would  reverse  his  reforms 
and  renew  Soviet  aggression.  And  while 
some  U.  S.  opponents  of  improved  rela- 
tions with  Moscow  doubt  that  Gorbachev 
will  succeed  in  his  reforms,  others  are 
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MEDICAID 


The  nation's  governors  ought  to  be 
a  happy  bunch.  With  a  few  notable 
exceptions,  state  budgets  are  bal- 
anced or  in  the  black,  income-tax  reve- 
nues are  running  well  above  projections, 
and  overall  spending  this  year  will  be  up 
by  a  healthy  8%.  But  most  governors  are 
finding  this  spring's  budget  season  espe- 
cially frustrating.  That's  because  they 
are  being  squeezed  between  pressure  to 
hold  the  line  on  tax- 
es and  a  rising  clam- 
or for  more  services. 

The  result  is  a 
noisy  debate  over 
budget  priorities 
that  promises  to 
grow  even  louder. 
President  Bush  is 
raising  public  expec- 
tations about  a  host 
of  social  problems, 
from  drugs  to  pollu- 
tion to  education. 
But  his  no-tax 
pledge  means  that 
the  states  can't  look 
to  Washington  for  fi- 
nancial help.  "We're 
getting  a  kinder 
and  gentler  shaft," 
grouses  Frank  Sha- 
froth,  chief  lobbyist 
for  the  National 
Ijeague  of  Cities. 
FEUD.  At  the  mo- 
ment, only  a  few 
states  are  in  real 
trouble.  In  the  early 
1980s,  the  hardest-hit 
region  was  the  in- 
dustrial Midwest.  As 
the  Rust  Belt  recov- 
ered, red  ink  flowed 
to  the  oil  patch. 
Now,  it's  flooding 
the  Northeast. 

Governor  Michael 
S.  Dukakis  of  Massa- 
chusetts assumed 
that  the  miraculous 
growth   spurred  on 
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by  the  state's  high-tech  industries 
would  go  on  forever.  When  the  ex- 
pansion slowed,  revenue  growth  col- 
lapsed, and  the  state  sank  into  budget- 
ary chaos.  That  triggered  an  ugly  feud 
with  the  legislature  over  how  to  elimi- 
nate a  $250  million  deficit.  The  governor 
is  exploring  options  that  include  a  capi- 
tal-gains tax  hike.  Meanwhile,  the  state 
government  is  paralyzed.  "I've  never 
seen  anything  like 
it,"  says  Richard 
Manley,  who  heads 
up  the  Massachu- 
setts Taxpayers 
Foundation.  "It's  an 
embarrassment." 

In  New  York,  Gov- 
ernor Mario  M. 
Cuomo  and  the  state 
legislature  finally 
broke  their  own 
year-long  budget 
gridlock  with  a  com- 
bination of  modest 
spending  restraint 
and  $1  billion  in 
higher  fees  and  tax- 
es— including  a  novel 
levy  on  debt-financed 
corporate  buyouts. 
There  was  also  a 
dose  of  blue  smoke 
and  mirrors:  The 
state,  for  instance, 
switched  to  a  two- 
year  auto  registra- 
tion system,  effec- 
tively allowing  it  to 
claim  some  of  next 
year's  fees  in  this 
year's  budget. 

Revenue  options 
are  far  more  limited 
for  Connecticut, 
which  has  no  state 
personal  income  tax. 
So,  faced  with  a  $158 
million  deficit  in  the 
current  fiscal  year,  it 
raised  alcohol,  ciga- 
rette,  and  business 


BIDDING  FOR  STATE  FUNDS:  BOSTON'S  FRANKIi  11,1 


taxes.  Those  new  revenues  won't  sup-Bi 
port  the  proposed  fiscal  1990  budget.Pia 
however,  and  state  leaders  are  already|3Et 
in  a  partisan  spat  over  what  to  do  next.?t''il 
Democratic  lawmakers  have  proposed  a«|',5 
sales  tax  on  services — a  plan  that  hashfr- 
sent  Republicans  rushing  to  their  micro- w^a 
phones.  Warned  Assembly  Minority,^li 
Leader  Robert  G.  Jaekle:  "If  you  camus 
wear  it,  eat  it,  drink  it,  smoke  it,  or 
watch  it,  you'll  pay  a  new  tax  on  it." 
POLITICAL  HAY.  In  New  Jersey,  some  of 
the  tax  proposals  are  coming  from  Re- 
publicans. There,  lame  duck  GOP  Gover- 
nor Thomas  H.  Kean  is  struggling  to  , 
avoid  a  deficit  that  could  total  $700  mil-  ( 
lion  for  this  year  and  fiscal  1990.  Five  1 
Republicans  are  seeking  the  nomination  i 
to  succeed  Kean,  and  one.  State  Senator  I 
William  L.  Gormley  of  Atlantic  County, 
wants  to  raise  liquor  taxes  and  repeal  a 
state  income-tax  deduction  for  property 
taxes.  But  another  GOP  candidate.  As- 
sembly  Speaker  Chuck   Hardwick,  is 
making  political  hay  by  dumping  on  it. 

Elsewhere,  a  strong  economy  has  kept 
state  finances  healthy,  even  in  states 
that  had  been  hurting.  Oklahoma  is  back 
on  its  feet  after  a  round  of  painful  tax 
increases  and  spending  cuts.  Texas 
should  balance  its  budget,  but  only  by 
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hifting  $200  million  in  funds  earmarked 
or  energy  conservation  to  general  oper- 
ting  funds.  While  Texans  wait  for  high- 
r  oil  prices  to  translate  into  new  reve- 
lues — and  that  could  take  another 
ear — politicians  are  squabbling  over 
i^hether  to  raise  cigarette  taxes. 

Among  the  oil  states,  only  Louisiana 
emains  on  the  critical  list.  In  late  April, 
oters  rejected  Democratic  Governor 
5uddy  Roemer's  tax-reform  plan,  and 
he  state  now  faces  a  $720  million  defi- 
it.  A  shaken  Roemer  is  trying  to  cobble 
ogether  a  new  plan  that  would  raise 
.bout  $400  million  in  revenues.  At  the 
ame  time,  he's  proposing  $300  million  in 
pending  cuts,  including  a  25%  reduction 
Q  vocational  education. 

While  no  governor  has  it  worse  than 
loemer,  in  the  curious  world  of  state 
•udgets  even  good  news  can  bring  Lrou- 
»le.  In  California,  GOP  Governor  George 
)eukmejian  has  just  "found"  a  $2.5  bil- 
ion  revenue  windfall  that  will  put  the 
tate  safely  in  the  black.  Trouble  is,  a 
979  ballot  initiative  will  block  increases 
n  most  programs.  Last  year's  Proposi- 
ion  98  requires  that  at  least  40%  of  any 
lurplus  go  toward  education.  "We  put 
his  noose  around  our  neck,  and  there's 
10  give  no  matter  how  big  our  neck 


grows,"  laments  John  Vasconcellos, 
Democratic  chairman  of  the  Assembly's 
Ways  &  Means  Committee. 

The  fiscal  confusion  in  Sacramento  is 
causing  big  problems  in  Los  Angeles, 
where  striking  teachers  may  continue 
their  walkout  until  the  end  of  the  school 
year.  With  big  bucks  in  sight,  the  teach- 
ers have  little  incentive  to  agree  to  a 
contract  any  time  soon. 
BIGGEST  HIT.  Education  faces  tough  go- 
ing in  budget  fights  around  the  country. 
Says  Stephen  Gold,  director  of  fiscal 
studies  at  the  National  Conference  of 
State  Legislatures:  "There's  fierce  com- 
petition for  state  dollars,  and  today, 
money  is  going  to  prisons  at  the  expense 
of  education." 

Nationally,  education's  share  of  state 
funds  has  been  declining  since  1985.  But 
spending  for  prisons  and  the  staffs  to 
run  them  has  grown  from  $12  billion  in 
1987  to  $14.6  billion  this  year  (charts). 
And  there's  no  end  in  sight.  Texas  plans 
a  staggering  20,000  new  prison  beds. 
New  Jersey,  which  has  doubled  its  pris- 
on space  over  the  past  seven  years, 
wants  to  expand  by  3,000  more  beds. 

Even  prison  spending  is  being  dwarf- 
ed by  state  outlays  for  health  care.  Con- 
gress has  been  thinking  about  making 


employers  pay  for  benefits  that  Wash- 
ington can't  aff'ord.  For  the  states,  such 
"mandated  benefits"  are  a  reality.  Con- 
gress last  year  required  states  to  expand 
welfare  and  health  care  benefits  but 
failed  to  provide  additional  money. 

The  biggest  hit  on  state  treasuries 
comes  from  medicaid,  the  federal-state 
health-care  program  for  the  poor.  In 
1980,  states  spent  about  ?%>  of  their  bud- 
gets for  the  program.  By  1987,  medicaid 
claimed  10.47'  of  state  spending  and  this 
year  will  reach  10.8%.  "State  medicaid 
spending  will  top  $50  billion,"  says  Ger- 
ald H.  Miller,  executive  director  of  the 
National  Association  of  State  Budget 
OflRcers.  "And  it  will  do  nothing  but  get 
worse."  Miller  estimates  it  will  swallow 
15%'  of  state  outlays  by  1995. 

So  far,  most  governors  have  been  able 
to  cope  with  the  growing  public  appetite 
for  services  without  resorting  to  major 
tax  increases.  But  the  respite  is  unlikely 
to  last.  The  economy  is  slowing,  and 
President  Bush  is  exhorting  the  states  to 
tackle  festering  social  problems.  What's 
missing  is  money  from  Washington.  And 
that  means  the  budget  turmoil  in  the 
nation's  statehouses  can  only  get  worse. 

By  Howard  Gleckman  in  Washington, 
with  bureau  reports 
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MOMETARY  POLICY  I 


THE  GROUP  OF  SEVEN  IS  ACTING 
MORE  LIKE  THE  SEVEN  DWARFS 


Why  the  G-7  won't — or  can't — check  the  dollar's  rise 


Five  times  in  the  last  two  and  a  half 
years,  central  banks  of  the  major 
industrial  nations  rode  to  the  dol- 
lar's rescue,  propping  it  up  when  mar- 
kets wanted  to  drive  it  down.  Each  time 
the  Group  of  Seven  saved  the  dollar, 
they  made  their  pledge  to  stabilize  ex- 
change rates  a  bit  more  believable. 

So  where  is  the  G-7  now  that  the  dol- 
lar has  soared  out  of  the  trading  ranges 
that  central  bankers  and  finance  minis- 


ried,  warning  in  a  White  House  state- 
ment that  an  extended  rise  in  the  dollar 
"could  undermine  international  efforts 
to  reduce  global  trade  imbalances." 

The  risks  of  the  dollar  runup,  says 
Massachusetts  Institute  of  Technolgy 
economist  Paul  R.  Krugman,  present  "a 
clear-cut  case  where  governments  need 
to  give  the  markets  a  shock."  Small  rate 
adjustments  in  the  U.  S.,  Japan,  and  Ger- 
many, he  adds,  "would  burst  this  bubble 
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GREENSPAN:  MORE  WORRIED  ABOUT  INFLATION 


ters  have  defended  so  assiduously  since 
1987?  Stranded  on  the  sidelines. 

The  G-7's  day-to-day  working  tool, 
trading  currencies  on  the  open  market, 
has  proved  all  but  useless.  The  Federal 
Reserve  and  other  central  banks  dumped 
billions  of  dollars  into  the  markets — and 
traders  only  asked  for  more.  On  May  24, 
the  dollar  hit  2.01  marks  and  142.9  yen. 
Most  analysts  say  the  G-7  had  hoped  to 
hold  the  dollar  below  1.90  marks  and  140 
yen.  Policy  cooperation,  in  the  form  of 
interest  rate  cuts  in  the  U.  S.  and  rate 
hikes  in  West  Germany  and  Japan, 
would  surely  bring  currencies  back  into 
line.  But  all  three  nations  see  compelling 
domestic  reasons  to  hold  off.  As  a  re- 
sult, the  G-7  may  have  to  accept  a  higher 
range  for  the  dollar — perhaps  up  to  2.10 
marks  and  150  yen. 

Unless  something  gives,  the  dollar's 
unchecked  rise  could  recreate  the  trade 
strains  of  the  mid-1980s.  With  improve- 
ment in  the  U.  S.  trade  deficit  slowing, 
protectionism  may  already  be  on  the 
rise.  The  Bush  Administration  is  wor- 


suddenly  and  easily,  at  no  risk  to  the 
domestic  economies." 

That's  not  likely  to  happen.  To  con- 
vince traders  that  they're  serious,  the 
Fed,  Germany's  Bundesbank,  and  the 
Bank  of  Japan  would  have  to  act  simul- 
taneously, as  they  did  in  an  April,  1987, 
dollar  rescue.  But  this  time  each  country 
is  waiting  for  the  others  to  move— and 
each  can  make  a  convincing  case  that  its 
rates  are  just  fine  for  now. 

The  Fed  would  have  to  start  the  pro- 
cess by  easing,  and  some  governors  ar- 
gue that  it  should.  Vice-Chairman  Ma- 
nuel H.  Johnson  reasons  that  the  drop  in 
long-term  rates  and  commodity  prices 


Unless  something  gives, 
the  dollar's  recent  runup 
could  recreate  the  trade 
strains  of  the  mid-1980s 


proves  the  Fed  has  tightened  em 
The  dollar's  surge  adds  another  re 
to  ease,  says  Fed  Governor  H.  R( 
Heller:  "A  policymaker  who  ignore 
change-rate  signals  does  so  at  his  pi 

But  that  view  meets  stiff  resist 
from  inflation  hawks  among  the  { 
dents  of  the  12  regional  Fed  banks, 
is  it  unanimously  held  at  Fed  headc 
ters.  Governor  Wayne  D.  Angell 
the  dollar's  rise  as  a  "bounce"  aft 
four-year  fall.  If  the  central  bank  s 
to  its  long-term  goal  of  price  stab 
Angell  argues,  currency  markets 
calm  themselves.  And  while  Chair 
Alan  Greenspan  hasn't  joined  the  p 
debate,  he's  known  to  be  more 
cerned  about  the  Fed's  inflation-figl 
credibility  than  about  relatively  si 
perhaps  temporary  rises  in  the  doll; 
LOOKING  OUT  FOR  N0.1.  Some  rate  I 
are  likely  abroad.  On  May  24,  the  1 
of  England  engineered  a  full-point  j 
in  the  prime  rate.  Japan  may  soon  f( 
with  a  more  modest  rise.  But  in 
cases,  domestic  inflation,  not  exch; 
rates,  is  driving  monetary  policy.  Ii 
pan,  import  prices,  largely  fueled 
runup  in  oil,  have  risen  by  6.6%  ir 
past  year.  But  "Japan  will  act  accoi 
to  its  own  domestic  needs" — not  G-< 
orities — declares  a  Tokyo  banker. 

Germany's  economy  is  strong  en( 
to  tolerate  tighter  money,  but  B( 
trade  relations  might  not  be.  Despil 
fall  against  the  dollar,  the  mark  is  < 
whelming  other  currencies  in  the  I 
pean  Monetary  System  and  feedii 
growing  German  surplus  against  its 
jor  trading  partners.  And  Bundes 
officials  argue  that  further  interest 
increases  are  not  needed  to  stem 
tion,  still  at  just  3%. 

With  currency-market  interver 
failing  and  major  players  reluctai 
adjust  interest  rates  right  now,  th( 
can  only  stand  on  the  sidelines  as 
dollar  surges.  Treasury  Secretary  N 
las  F.  Brady  contends  that  global  ^ 
cal  jitters  make  the  dollar  an  attra 
haven  for  both  speculators  and  ner 
foreign  investors.  If  he's  right,  the 
rency  markets  will  eventually  co 
themselves,  perhaps  with  a  push 
some  new  central-bank  intervention 

However,  if  he's  mistaken  and  1 
has  been  a  basic  realignment  of  We; 
economies,  then  the  G-7  will  hav 
adopt  a  different  course — probabl; 
the  Paris  economic  summit  in  Jul 
governments  cannot  or  will  not  £ 
policies  to  check  the  dollar,  they'll 
to  try  for  stability  at  the  new,  hi 
level.  And  that  could  be  bad  news 
efforts  to  wipe  out  the  U.  S.  trade  d 
and  to  keep  protectionism  at  bay. 

By  Mike  McNamee  in  Washington, 
bureau  reports 
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takes  over  another,  one  accounting  firm 
is  out — and  those  clients  that  remain 
demand  lower  prices  on  such  bread-and- 
butter  services  as  audits.  That's  why 
the  Big  Eight  have  been  expanding 
aggressively  into  such  higher-margin 
lines  as  consulting  on  how  clients  should 
integrate  various  computer  systems. 
BIG  VOTE.  That  sort  of  consulting  de- 
mands expertise  that  takes  time  to  de- 
velop in-house  and  can  be  costly.  "Merg- 
ing allows  us  to  get  more  specialists," 
says  Ray  J.  Groves,  chairman  and  chief 
executive  of  Ernst,  who,  with  his  coun- 
terpart William  L.  Gladstone  of  Arthur 
Young,  will  co-manage  the  combined 
firm.  Gladstone  says  the  merger  will 
enable  the  two  firms  to  make  invest- 
ments in  software  and  artificial  intelli- 
gence that  would  be  difficult  for  either 
alone. 

If  the  combined  6,100  partners  go 
along  with  the  merger — as  they  are  ex- 
pected to  do  when  they  vote  next 
month — they'll  create  one  formidable 
outfit:  70,000  employees  operating  in  100 
countries  and  bringing  in  revenues  of 
$4.3  billion.  That's  about  $300  million  a 
year  more  than  kpmg  Peat  Marwick,  the 
next-largest  firm. 

Indeed,  Big  Eight  watchers  think  the 
new  firm  has  the  right  stuff.  For  one, 
the  corporate  cultures  are  alike.  What's 
more,  their  strengths  are  complemen- 
tary. For  example,  Ernst  clients  include 
many  manufacturing  companies  and 
commercial  banks;  Young,  on  the  other 
hand,  has  more  high-tech  outfits  and  in- 
vestment banks. 

CRITICAL  MASS.  Geographically,  Young  is 
strongest  on  the  East  and  West  coasts, 
while  Ernst's  turf  runs  through  the 
heartland.  "The  new  firm  will  have  No.  1 
or  No.  2  market  presence  in  50  of  the 
60  largest  cities,"  observes  James  C. 
Emerson,  publisher  of  the  Big  Eight  Re- 
view. "If  you're  not  at  the  top,  you're 
ignored." 

Much  the  same  could  be  said  abroad. 
In  Europe,  the  combined  firm  will  start 
out  as  one  of  the  top  three  everywhere 
but  in  Finland  and  Italy,  says  Gordon  A. 
Anderson,  chairman  of  Arthur  Young  in 
Britain.  And  in  Japan,  the  combination 
makes  the  two  firms  No.  1 — always  a 
big  selling  point  with  Japanese  clients. 

Will  this  combination  prompt  others? 
Lawrence  A.  Weinbach,  CEO  and  manag- 
ing partner  at  Arthur  Andersen  &  Co.,  is 
skeptical.  "It  isn't  how  big  you  are  but 
how  well  you  serve  your  clients'  needs," 
he  says.  But  if  clients  keep  merging,  the 
professionals  that  serve  them  may  have 
no  other  choice  but  to  follow  suit.  Don't 
get  too  comfortable  with  the  Big  Seven. 
It  could  as  easily  become  the  Big  Five. 

By  Jeffrey  M.  Laderman  in  New  York, 
with  bureau  reports 


REAL  ESTATE  I 


ABLE  TO  LEAP  THE  SEARS  TOWER 
IN  A  SINGLE  BOUND? 


Many  dream  of  building  a  taller  skyscraper.  Miglin-Beitler  thinks  it  Cc 


Announcing  plans  for  the  world's 
tallest  skyscraper  is  a  great  way 
to  make  headlines.  Actually 
building  it  is  quite  another  matter.  Just 
look  at  the  path  to  the  top  of  the  sky, 
strewn  as  it  is  with  well-publicized  but 
never  realized  plans,  from  a  500-story 
Houston  tower  to  Donald  J.  Trump's 
two  aborted  proposals  for  New  York. 
Now,  Chicago  developer  Miglin-Beitler 
Inc.  hopes  to  rise  above  all  that. 

By  1992,  the  firm 
wants  to  erect  a  125- 
story  skyscraper  in 
Chicago,  just  three 
blocks  from  the  cur- 
rent tallest,  the  110- 
story  Sears  Tower  on 
the  southwest  end  of 
Chicago's  Loop.  Esti- 
mated cost:  $200  mil- 
lion-plus. The  firm 
won't  name  them,  but 
it  claims  that  one  ma- 
jor U.  S.  pension  fund 
and  a  Japanese  bank 
already  have  ex- 
pressed interest  in  fi- 
nancing the  deal. 

Even  if  Miglin- 
Beitler  does  line  up 
the  dough,  it  must 
surmount  lots  of  other 
problems.  The  princi- 
pal one:  acres  of  com- 
peting space.  Yet  the 
developers  are  all  opti- 
mism. "In  order  to 
build  tall,  most  people 
think  you  have  to 
build  bulk,"  says  J. 
Paul  Beitler,  a  princi- 


A  MODEL  OF  THE  125-STORY  TOWER 


pal  in  the  firm.  "We're  building  height 
without  girth."  By  limiting  the  skyscrap- 
er to  1.2  million  square  feet  and  each 
fioor  from  18,000  square  feet  at  the  base 
to  10,000  at  the  top,  the  firm  hopes  to 
limit  the  time  and  cost  of  construction. 
LOTS  OF  LIGHT.  Though  formed  just  sev- 
en years  ago  when  Beitler  and  partner 
Lee  Miglin  left  Chicago  developer  Ar- 
thur Rubloff  &  Co.,  Miglin-Beitler  has 
undertaken  several  ambitious  projects, 
including  a  50-story  tower  now  going  up 
across  the  street  from  the  proposed  sky- 
scraper's site.  For  that  spot,  architect 
Cesar  Pelli's  design  envisions  more  than 
110  floors  of  office  space  atop  2  floors  of 


retail  stores,  a  mezzanine,  a  2-s 
health  club,  and  10  levels  of  parking, 
The  slim  structure  is  both  a  mas' 
stroke  and  a  huge  headache.  Briilia; 
for  the  tower  wouldn't  compete  with 
mostly  windowless  back  oflfice  sp; 
that's  supposed  to  open  up  in  the  Sei 
Tower  if,  as  many  expect,  Sears,  Ri 
buck  &  Co.  relocates  about  5,000  empi 
ees  over  the  next  few  years.  A  he: 
ache,  because  by  appealing  to  vie] 
conscious  outfits  su| 
as  law  and  ad  fir: 
the  skyscraper  wo 
compete  with  most 
the  nearly  10  milli 
square  feet  in  n 
space  coming  on  tl 
market  within  t\ 
years.  "To  lease  ] 
million  square  feet 
a  lot  of  small  t€ 
ants — that  would  be 
tremendous  underta 
ing,"  said  Jeffrey 
Barrett,  manager 
Coldwell  Banker's 
cal  commercial  real  < 
tate  section.  "Y< 
would  need  to  lai 
some  major  tenants 
Big  tenants,  wl 
may  want  100,0' 
square  feet  or  moi 
may  balk,  for  in  tl 
tower  that  could 
quire  10  floors.  "Ta 
ing  up  two  or  thri 
floors  gets  to  be 
physical  problem.  B 
when  you  get 
around  10  floor 
that's  tough,"  notes  John  I.  Wrzesins 
of  consultant  Landauer  Associates. 

Critics  also  find  the  skinny  design  ir 
practical  for  such  down-to-earth  stuff  i 
plumbing  and  transportation.  "This  w: 
be  the  only  building  where  you're  at  tl 
top  of  it,  and  you'll  be  20  minutes  fro: 
the  Loop,"  said  Stephen  J.  Sinclair,  pres 
dent  of  Rubloff  Real  Estate  and  Capitg 
Don't  tell  Beitler  that.  On  his  desk  is 
copy  of  Frank  Lloyd  Wright's  1956  d 
sign  for  a  mile-high  tower  that  never  g( 
built.  Just  as  Wright  no  doubt  was,  Mi;! 
lin-Beitler  is  serious.  It's  simply  that  ri'i 
ality  may  find  a  rude  way  to  intervene 
By  Dai'id  Greising  in  Chica(,  ' 
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MCI  details  all  the 
calls  from  all  your 
offices  on  one 
document. 
AT&Tonly  charges 
as  if  they  do. 


*  MCI  Corporate  Account  Service*  provides  you  with  a  free  summary  of  long  distance  usage  for  every 
office  you  have.  AT&T's  program  does  not,  and  yet  it  costs  more. 

witi  — 


ith  MCI's  exclusive  monthly  l99RI35RI!R9!f999I|R!R^^       management  report,  you're  able 
to  quickly  and  efficiendy  analyze   ^g^J^J^J^jjjglijg^^J^ggggj^^jglj^        control  all  your  long  distance 
activity  and  expenditures.  Reeardless  of  the  number  of  locations  your  business  has.  Also,  with  CAS,  everyone 
of  your  offices  receives  an  adaed  8  percent  discount  off  MCI's  regular  low  Dial "  1 "  and  MCI  Card "  rates. 

For  companies  spending  more  than  $20,000  a  month  on  long  distance,  MCI  offers  CAS  PLUS.*"^  A  unique 
program  that  features  reductions  on  your  monthly  PRISM  PLUS,^" 
PRISM  I  "  and  MCI  Card  costs.  ' 

All  of  which  proves  that  a  close  eye  on  the  phone  line  pays  off  on  the 
bottom  line. 

MCI  Corporate  Account  Service.  Another  reason  why  we  are  the  better 
long  distance  company'""  1-800-888-0800. 


MCI 

Letusshowyouf 


EDITED  BY  HARRIS  COLLINGWOOD 


FROM  PENNY  STOCKS 
TO  A  GUILTY  PLEA 


►  Will  penny-stock  promoters 
start  doing  hard  time?  That's 
the  prospect  facing  Robert 
Humphrey,  the  former  nation- 
al sales  manager  of  F.  D. 
Roberts,  a  now  defunct  Pa- 
ramus  (N.  J.)  brokerage. 
Humphrey  pleaded  guilty  on 
May  23  to  "systematic  stock 
manipulation  schemes"  that 
cost  the  public  more  than  $67 
million  over  three  years,  ac- 
cording to  Samuel  Alito,  the 
U.  S.  attorney  in  Newark, 
N.  J.  Alito  says  that  Hum- 
phrey used  dummy  accounts 
to  profit  by  as  much  as  400% 
in  a  single  day's  trading. 

Humphrey  faces  a  maxi- 
mum of  20  years  in  jail  and  $1 
million  in  fines,  plus  any  resti- 
tution to  customers  ordered 
by  the  judge.  Three  other 
Roberts  brokers  also  pleaded 
guilty  to  stock  manipulation 
charges  and  face  maximum 
sentences  of  up  to  five  years 
and  fines  of  $250,000. 

Meanwhile,  Blinder  Robin- 
son is  feeling  some  unwel- 
come Florida  heat.  On  May 
17,  the  Florida  comptroller, 
who's  seeking  to  revoke  the 
firm's  license,  ordered  it  to 
stop  violating  the  state's  secu- 
rities laws.  A  two-and-a-half 
year  investigation  by  the 
comptroller's  office  alleged 
manipulation  of  penny  stocks, 
as  well  as  excessive  markups, 
stock  churning,  and  unautho- 
rized trading.  Blinder  oper- 
ates 10  offices  in  Florida. 
Blinder  officials  didn't  return 
calls  seeking  comment. 


DREXEL  SELLS  OFF 
ITS  MUTUAL  FUNDS 


►  Drexel  Burnham  Lambert, 
which  is  dropping  out  of  the 
retail  brokerage  game,  is  bail- 
ing out  of  mutual  funds,  too. 
The  firm  is  selling  Drexel 
Management,  which  runs 
about  billion  in  mutual 
funds,  to  a  partnership  led  by 
Martin  Zweig,  a  money  man- 
ager and  investment  newslet- 
ter publisher,  and  Eugene 


Glaser,  Drexel's  marketing  di- 
rector. Zweig  already  runs 
two  closed-end  funds,  and  the 
acquisition  will  give  him  mon- 
ey-market, bond,  and  equity 
mutual  funds.  Terms  weren't 
disclosed. 

The  firm  is  also  selling  its 
flagship  Drexel  Burnham 
Fund  to  a  partnership  headed 
by  I.  W.  "Tubby"  Burnham. 
Burnham,  who  plans  to  re- 
main as  honorary  chairman  of 
Drexel,  founded  the  $181  mil- 
lion growth  and  income  fund 
in  1969  and  still  manages  it.  It 
earned  a  top  rating  in  the 
1989  BUSINESS  WEEK  Mutual 
Fund  Scoreboard. 


THIS  TIME,  XEROX  IS 
OPPOSED  TO  COPYING 


►  Xerox  says  it  intends  to  be- 
gin charging  computer  com- 
panies for  some  widely  used 
software  ideas  that  it  claims 
it  invented  many  years  ago. 
At  issue  are  "graphical  user 
interface"  programs  such  as 
those  used  in  Apple  Comput- 
er's Macintosh  and  Micro- 
soft's Windows  program  for 
IBM-compatible  PCs. 

The  programs  display  infor- 
mation in  overlapping  win- 
dows on  a  video  screen.  Xerox 
is  generally  credited  with  in- 
venting the  powerful  soft- 
ware in  the  1970s,  but  it  may 
have  a  hard  time  enforcing  its 
claims  to  intellectual  property 
rights  after  so  many  years  of 
inaction. 


SAYING  'ADIOS'  TO  TEXAS  BANKING  IN  A  BIG  W 


Not  all  Texas  bankers  have 
lost  their  sense  of  humor. 
Consider  Tom  Jaeb,  chairman 
of  tiny  Forestwood  National 
Bank  in  Dallas.  Drivers  on 
Dallas'  North  ToUway  have 
grown  used  to  the  bank's  bill- 
board, which  offers  home- 
spun counsel  on  interest 
rates  and  daily  life.  On  Apr. 
17,  the  billboard  read:  "Had  enough?  Amen!" 

Jaeb  has  certainly  had  enough  of  Texas  real  estate, 
though  he  disdained  risky  lending,  Forestwood's  loan  portf( 
tanked  when  much  larger  Texas  banks  collapsed.  And  Jaeb, 
his  sign  suggests,  is  feeling  some  relief  now  that  his  I 
struggle  for  independence  may  be  drawing  to  a  close 
Forestwood's  annual  meeting  on  Apr.  17,  he  spoke  candi( 
about  how  tough  it  is  to  run  a  Texas  bank  these  days  a 
hinted  that  he's  looking  for  a  buyer.  Jaeb  says  he  also  wants 
buck  up  his  fellow  Texans.  "The  world's  not  ending,"  he  sa; 
"and  by  'Amen'  I  mean  'Thanks  be  to  God.  Let's  go  forward. 


1 


The  company's  move  comes 
a  year  after  Apple  sued  Mi- 
crosoft and  Hewlett-Packard 
for  allegedly  copying  the  Mac- 
intosh user  interface,  which, 
Apple  admits,  relies  on  many 
Xerox  ideas.  That  suit  has  yet 
to  be  resolved. 


A  NEW  ESTIMATE 
OF  THE  S&L  BAILOUT 


►  For  months,  the  Bush  Ad- 
ministration has  said  that  its 
plan  to  rescue  the  ailing  sav- 
ings and  loan  industry  will 
cost  $157  billion  over  the  next 
decade.  But  figures  from  the 
Office  of  Management  &  Bud- 


Vbe.  usual.  «3unk  mail  and 
GorbsAev  ana  proposals. 


get  suggest  that  the  final 
could  be  far  higher.  The  n< 
total:  $285  billion,  accordr 
to  Comptroller  Genei 
Charles  Bowsher. 

Bowsher's  figure  refle( 
the  assumption  that  the  bon 
to  finance  the  rescue  will 
paid  back  over  30  years,  aM 
it  includes  $78.7  billion  in 
terest  payments  from 
years  2000  to  2021.  And  no 
sources  say  a  third  estimal 
from  the  congressional  Gen( 
al  Accounting  Office,  m: 
come  in  at  about  $300  billio 


AETNA:  CALIFORNIA 
IS  SAFE  FOR  INSURERS 


►  On  May  24,  Aetna  Life  i 
Casualty  announced  that  : 
would  once  again  write  ne 
car  insurance  policies  in  Ca 
fornia.  Earlier  in  May,  the  i 
surance  giant  stopped  writin 
new  policies  after  the  Califo 
nia  Supreme  Court  uphel 
most  of  Proposition  103,  tl- 
ballot  initiative  that  was  ii 
tended  to  roll  back  car  insu 
ance  rates  by  207^.  ii 
The  court  also  gave  insu  ' 
ers  an  out,  saying  that  the 
had  a  right  to  earn  a  "fa: 
return"  on  their  policies.  An 
that  convinced  Aetna,  afte 
some  reflection,  that  it  wa 
safe  to  do  business  in  Califoi 
nia  again. 
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A  Different  View.  How  you  look  at  the  world  often  depends  on  where       perspective  on  world  markets.  A  distinct  outlook 

you  stand.  As  a  global  bank  whose  vantage  point  that  points  the  way  to  new  solutions.  And  a  view  of 
is  the  western  U.  S .,  Bank  of  America  offers  a  fresh       your  needs  that  extends  beyond  today's  transaction. 


The  Golden  Gate  Bridge, 
photographed  by  Alan  Ross. 


m 

Bank  of  America 
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evelopments  to  Watc 


EDITED  BY  EMILY  T,  SMITH 

THIS  GIZMO  GETS  TOUGH 
WITH  ILLEGAL  TENDER 


Counterfeit  money 
costs  retailers  mil- 
lions every  year.  Vis- 
tatech  Enterprises 
Ltd.,  however,  has  a 
new  device  to  help 
merchants  snag  bo- 
gus bills:  the  world's 
smallest  counterfeit- 
bill  detector. 

The  $99.95  pen-size 
device  separates  the 
real  bills  from  the 
fakes  by  detecting 
magnetic  particles 
that  are  embedded  in  the  ink  on  all  U.  S.  paper  currency.  "The 
system  works  because  portions  of  the  ink  are  magnetic  [and] 
some  are  not  in  genuine  bills,"  says  Morris  L.  Weiser,  presi- 
dent of  the  New  York  City  company.  To  spot  a  ringer,  you  rub 
the  device's  magnetic  sensor  head  over  the  amount  spelled  out 
under  the  portrait.  If  it's  a  real  bill,  the  amount  is  printed  in 
magnetized  ink — so  a  green  light  goes  on,  and  a  tone  sounds. 
To  be  certain,  test  the  black  Federal  Reserve  seal.  It's  not 
printed  in  magnetized  ink,  so  the  red  light  should  come  on. 


Tl  INTRODUCES 

THE  CHIP  OF  TOMORROW 


Gate  arrays  are  the  hottest  class  of  chips  around.  These 
bits  of  silicon  replace  dozens,  even  hundreds,  of  off-the- 
-shelf  chips  and  shrink  the  size  of  printed-circuit  boards.  They 
also  enable  companies  to  add  custom  features  at  about  2?f  to 
107f  the  cost  of  full-custom  chips. 

Gate  arrays,  which  are  produced  as  a  grid  of  isolated  gates, 
get  customized  by  laying  down  a  user's  own  special  design  for 
connecting  the  gates.  The  more  gates  that  can  be  connected, 
the  more  sophisticated  the  final  integrated  circuit  can  be. 
Trouble  is,  stringing  "wires"  between  the  gates  without  cross- 
ing one  another  means  that  only  about  half  of  the  gates  can  be 
incorporated  into  any  given  design. 

But  Texas  Instruments  Inc.  has  developed  a  gate-linking 
method  that  boosts  the  share  of  usable  gates  to  80%  or  more. 
Thus,  the  lOO.OOO-gate  chip  that  Tl  introduced  at  the  mid-May 
Custom  Integrated  Circuits  Conference  may  be  the  world's 
densest — despite  other  chips  with  more  "raw"  gates.  More- 
over, the  gates  on  Tl's  new  chip  combine  the  faster  speed  of 
bipolar  transistors  with  smaller  complimentary  metal-oxide 
semiconductor  (CMOS)  transistors  that  need  less  power.  Tl  be- 
lieves this  BiCMOS  combo  plus  higher  gate-array  density  will  be 
just  the  ticket  for  tomorrow's  higher-performance  computers. 


DEFENSE  TRAINS  ITS  SIGHTS 

ON  THE  MANUFACTURING  PROCESS 


Critics  have  long  complained  that  too  much  federal  research 
money  is  being  spent  on  defense.  At  the  same  time,  the 
Defense  Dept.  is  deeply  concerned  about  the  ability  of  its 
contractors  to  hold  their  own  against  foreign  competition.  So 
the  Defense  Advanced  Research  Projects  Agency  (DARPA)  is 
killing  two  birds  with  one  stone.  It  is  launching  an  open 


program  that  it  hopes  will  keep  U.  S.  manufacturers  aheaj 
The  new,  five-year,  $100  million  D.\RP,a  Initiative  in  Concil 
rent  Engineering  (DICE)  aims  to  slash  the  time  needed  to  get  J 
new  idea  to  market  by  at  least  50%.  Concurrent  engineerir ' 
involves  simultaneous  design  of  a  product  and  the  process  I 
which  it  is  made. 

West  Virginia  University's  new  Concurrent  Engineering  R 
search  Center  is  dice's  hub.  At  the  Morgantown  center, 
100  researchers  will  harness  artificial  intelligence  and  comp 
ter-aided  engineering  systems  to  create  concurrent  enginei 
ing  techniques  and  tools.  They  will  collaborate  with  DICE-funj 
ed  researchers  at  other  schools.  To  bring  the  project 
market,  DARPA  has  contracted  with  General  Electric,  Cirnfl< 
Teknowledge,  and  Bell  Atlantic. 


AT  LOS  ALAMOS,  COLD  FUSION 
REMAINS  A  HOT  TOPIC 


Some  new  evidence  for  the  "is  it  or  isn't  it"  debate  ovi 
fusion-in-a-bottle:  Scientists  at  Los  Alamos  National  La 
oratory  and  physicist  Steven  E.  Jones  of  Brigham  Youn 
University  reported  on  May  24  that  recent  cold-fusion  expert 
ments  have  produced  measurable  bursts  of  neutrons.  "This  J 
very  strong  evidence  of  fusion,"  says  Jones. 

Jones  began  working  with  a  team  of  12  scientists  at  Ix 
Alamos  in  April,  shortly  after  reporting  that  he  had  produce)*, 
low  levels  of  cold  fusion  by  electrolysis  at  BYU.  In  this  test,  tl  e 
Los  Alamos  researchers  ran  three  sensitive  neutron  detectot* 
to  look  for  background  radiation  that  would  invalidate  tqv 
experiment,  but  they  saw  the  bursts  of  neutrons  only  on 
detector  monitoring  the  fusion  experiment. 

Even  with  these  new  results,  Jones's  claims  remain  far  mor 
modest  than  those  of  B.  Stanley  Pons  and  Martin  Fleischman 
at  the  University  of  Utah,  who  say  they  produced  fusion  an 
heat.  Jones  says  the  Los  Alamos  data  "suggest  we  might  b 
able  to  increase  the  rate  of  neutron  production."  But  h 
doesn't  believe  it  will  be  a  commercial  energy  source. 


ARTIFICIAL  LIMBS  WITH 
LIFELIKE  MOVEMENT 


It's  getting  harder 
for  leg  amputees  to 
think  of  themselves  as 
handicapped.  Thanks 
to  prosthetic  devices, 
many  can  walk  almost 
normally.  Now,  Flex- 
Foot  Inc.  says  it  has 
made  an  artificial  limb 
that  won't  even  leave 
users  with  a  limp. 

The  Laguna  Hills 
(Calif.)  company  has  developed  a  prosthesis  that  provides  alj 
most  natural  foot  movement.  Unlike  conventional  artificiaj 
legs  that  come  in  two  pieces  with  a  leg  and  a  foot,  the  Modulat 
II  Flex-Foot  is  a  single  unit  with  an  inner  metal  bar  tha;j 
allows  the  ankle  and  foot  to  bend.  The  carbon-graphite  coini 
posite  leg  is  durable  enough  to  withstand  running  or  uphil 
jogging.  At  8  ounces,  it's  light  enough  so  that  it  gets  rid  o 
that  ball-and-chain  feeling,  says  Flex-Foot  inventor  Van  Phil 
lips,  34,  who's  also  an  amputee 

Dennis  Oehler,  the  world's  fastest  leg-amputee  sprinter,  wil; 
test  the  Flex-Foot  on  May  25  by  training  with  Carl  Lewis,  th(' 
1988  Olympic  100-meter  champion,  at  the  University  of  Hous 
ton.  The  Flex  Foot  will  sell  for  $4,000  to  $6,000 
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Some  of  our  best  ideas  come  out  of  the  blue. 


IBM  has  spoken. 

And  what  they've  said  can  be  summarized  in  three  simple  but  highly  important  letters:  SAA  (Systems 
Application  Architecture). 

SAA  is  a  set  of  standards  that  finally  allows  for  integration  of  computer  systems. 

And  as  IBM  goes,  so  goes  MSA.  Therefore  we  are  proud  to  be  the  first  major  software  company 
committed  to  delivering  the  most  extensive  line  of  SAA-compliant  software  in  the  industn/.  BrightView™ 
applications  software  already  complies  with  SAA's  most  advanced  component,  Common  User  Access. 

By  harnessing  the  power  of  cooperative  processing,  BrightView  allows  intelligent  work  stations  to  be 
something  they  never  truly  were  before:  intelligent.  It  does  this  by  unleashing  the  power  and  potential  within 
the  work  station,  freeing  you  from  dependence  on  valuable  mainframe  time,  and  dramatically  increasing  the 
efficiency  of  all  application  users. 

This  efficiency  is  further  heightened  by  BrightView's  CUA  compliance,  which  yields  a  friendly, 
consistent  look  and  feel  to  work  stations,  maximizing  your  investment  in  personnel  and  hardware.  All  of  which 
makes  it  a  rather  brilliant  idea  to  call  Robert  Carpenter  at  404-239-2000.  S^S«S  S 

IBM  believes  SAA  is  the  future.  We  recommend  our  software  to  anyone  intending  SSS  2»  i^S 
to  spend  some  time  there. 


1989  Management  Science  America,  Inc 
BrightView  ts  a  trodemork  of  Management  Science  America,  Inc  (MSA) 
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SIEMENS 


To  see  the  future  is  good. 
Td  prepare  for  it  is  better 
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Innovation  and  education. 

At  Siemens,  we're  in  the  business  of 
creating  the  technology  of  the  future. 
We  are,  in  fact,  one  of  the  world's 
leading  manufacturers  of  high  tech- 
nology electrical  and  electronic 
equipment.  But  new  ways  of  doing 
things  often  call  for  new  skills  and  for 
greater  knowledge.  And  that  is  why 
we  are  also  the  home  of  an  extraor- 
dinary range  of  training  and  educa- 
tional programs. 

We  train  our  people  and  we  train 
your  people. 

Since  scores  of  companies  across 
the  country  depend  on  new,  so- 


phisticated Siemens  products  and 
systems,  we  are  committed  to 

Siemens  employees,  U.S.A. 


c 


1983  1989 


classroom  and  on-the-job  training 
for  their  personnel. 

And  since  service  to  our  customers 
has  always  been  the  starting  point 
of  everything  we  do,  we're  equally 
committed  to  keeping  our  28,000 
U.S.  employees  the  best  trained  in 
the  business. 

At  Siemens,  we  are  helping  shape 
the  future- and  preparing  people  for 
the  opportunities  that  it  will  bring. 

Discover  more  about  what  Siemens 
can  offer  you.  Write  for  "Siemens 
Report  '89,"  Box  8003  ST-2, 
Trenton,  NJ  08650. 


Telecommunications  •  Medical  Systems  •  Automotive  Electronics  •  Energy  •  Graphic  Systems  •  Electronic  Components 
Automation  •  Lighting  Systems  •  Information  Systems  •  Power  Generation 
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ODUCT  DEVELOPMENT 


[  CAR  THAT'S  JUST  THE  WAY 
IS  DESIGNERS  WANTED  IT 


he  GM200  minivan  was  meant  to  be  a  radically  different-looking  machine 


Somewhere  on  the  way  from  the 
drawing  boards  to  the  dealer's 
floor,  showy  new  car  prototypes 
ually  lose  their  flash.  The  reason: 
ito  executives  often  worry  that  differ- 
t  or  radical  styling  will  drive  custom- 
5  away.  But  General  Motors  Corp.'s 
>ek  new  plastic-bodied  passenger  van 
an  exception — because  the  company 
d  little  choice  but  to  make  it  stand  out. 
Rival  Chrysler  Corp.,  which  hatched 
e  minivan  stamipede  six  years  ago, 
minates  the  market.  It  made  half  of 
e  800,000  minivans  sold  last  year — and 
I  made  slightly  more  than  100,000. 
mes  E.  Orndorff,  GM's  mini- 
n  projects  chief  engineer, 
ncedes  that  the  company 
inched  a  full-scale  attack  on 
e  market  after  "seeing  what 
e  competition  was  able  to 
."  Meanwhile,  GM  has  been 
)w  to  join  the  aerody- 
mic-styling  revolution 
gun  by  Ford  Motor 
>.  That  left  GM  open 
criticism  for 
wdy,  look-alike  cars. 
It  the  GM200  minivan, 
lich  will  be  available  in 
e  fall,  may  be  the  an 
'er  to  both  problems. 
lEE  HAND.  Backed  by  Pontiac  chief  J. 
ichael  Losh  and  former  Chevrolet  Gen- 
al  Manager  Robert  D.  Burger,  the 
ii's  team  of  designers  was  told  to 
ake  something  radically  different, 
ley  got  an  unusually  free  hand  in 
aping  the  vehicle.  Most  new-car  de- 
?ns  are  toned  down  from  the  original 
neept,  but  this  time  the  final  product 
)sely  resembles  some  of  its  initial 
awings.  Even  the  top  brass,  including 
lairman  Roger  B.  Smith,  went  along 
r  the  ride.  "They  had  identified  the 
lue  of  uniqueness,"  says  Stanley  R. 
ilen,  executive  designer.  "The  chair- 
an  didn't  go  into  withdrawal  when  he 
w  it." 

The  designers  started  sketching  in 
?ril,  1985,  and  produced  a  full-size  clay 
odel  that  October.  Working  through 
e  winter  holidays  and  nearly  around 
e  clock,  they  delivered  the  final  blue- 
ints  in  January,  1986. 


The  van's  huge,  angled  windshield 
posed  one  of  the  biggest  challenges.  Af- 
ter prototype  testing  in  Arizona,  GM's 
air-conditioning  engineers  said  the  win- 
dow let  in  so  much  sun  that  the  van 
would  require  a  large,  power-hungry 
cooling  system.  Conventional  tinting 
proved  insufficient,  so  in  1987,  GM  called 
in  PPG  Industries  Inc.  PPG  modified  the 
windshield  with  an  invisible  sandwich  of 
metallic  oxide  to  reflect  or  absorb  30% 
more  infrared  and  ultraviolet  light. 

Cleaning  the  window  proved  trouble- 
some, too.  Because  of  the  van's  pointy 
front  end  and  aerodynamic  shape,  body- 


rowed  an  idea  for  modular  seating  from 
the  Renault  Espace,  a  plastic,  pointy- 
nosed  minivan  introduced  in  Europe  five 
years  ago.  GM  refined  Renault's  quick- 
release  latching  mechanism,  and  suppli- 
er Atoma  manufactures  the  seats  under 
license.  In  GM's  version,  up  to  five  seats 
can  be  shifted  into  a  variety  of  configu- 
rations. Each  weighs  just  34  pounds  and 
unlatches  in  seconds.  There  are  other 
civilized  touches  inside:  Storage  bins  and 
drink  wells  abound.  Seat  backs  fold 
dovim  to  form  tables.  There's  even  a 
built-in  air  pump  for  inflating  everything 
from  tires  to  rafts.  It's  part  of  the  van's 


THE  OLDS  SILHOUETTE: 
THE  HUGE,  ANGLED 
WINDSHIELD  WAS 
A  CHALLENGE 


mounted  spray  nozzles  sent  washer  fluid 
spurting  over  the  top.  So  engineers  at 
G.M's  Delco  Remy  Div.  built  nozzles  right 
into  the  mammoth  24-inch  wiper  blades. 
For  defrosting,  another  tricky  problem 
with  such  a  large  window,  Bowles  Fluid- 
ics  Corp.  came  up  with  a  simple  plastic 
vent  that  sweeps  the  window  with  air.  It 
has  no  moving  parts,  relying  instead  on 
two  control  ports  to  direct  air  pressure 
from  side  to  side.  Two  hand-sized  vents 
clear  the  entire  17-square-foot  wind- 
shield and  two  smaller  side  windows. 
Back  in  the  passenger  area,  GM  bor- 


Under  the  skin,  the  GM200 

is  more  conventional: 
Its  engine  and  transmission 
don't  use  new  technology 


load-leveling  system,  which  keeps  the 
rear  end  from  sagging  under  weight. 

Like  the  Chevrolet  Corvette  and  the 
now-defunct  Pontiac  Fiero,  the  GM200's 
body  is  made  of  fiberglass-reinforced 
plastic.  However,  this  is  the  first  time 
the  material  will  be  used  in  high-volume 
production.  Instead  of  bolting  much  of 
the  plastic  to  a  steel  frame,  which  was 
time-consuming,  GM  is  gluing  most  of 
the  panels  to  the  frame.  And  unlike  the 
Fiero,  whose  steel  skeleton  was  strong 
enough  to  be  driven  without  body  pan- 
els, the  van's  panels  contribute  structur- 
al strength.  In  fact,  GM  says  the  van's 
configuration  is  so  solid  that  the  next- 
generation  GM200  will  feature  a  signifi- 
cantly thinner,  lighter  frame  and  skin. 
'OUTSIDE  IN.'  At  the  company's  Tarry- 
town  (N.  Y.)  plant,  GM  engineers  are  still 
tuning  the  robotic  system  that  applies 
2,000  inches  of  glue  to  body  panels  and 
tilts  them  into  place.  The  process  can  be 
more  cumbersome  than  spot-welding 
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HIGH  CURRENT  YIELDS  FOR  YOUR  SAVINGS 


v 


The 


TM 


Spartan 
Advantage 

Since  its  inception  in  January,  Spartan  Money  Mar- 
ket Fund  has  earned  consistently  higher  yields  than  the 
average  money  fund.^  How  do  we  do  it?  By  reducing  fund 
operating  expenses,  which,  other  things  being  equal, 
increases  returns.  And  you  pay  only  for  the  transactions 
you  make." 

Quality,  Stability  and  Experience 

Spartan  seeks  liigh  current  yields  from  a  broadly  diversified 
portfolio  of  high-quality  money  market  instruments,  managed  by 
Fidelity's  experts  to  maintain  a  stable  $1.00  share  price.  Yield 
will  vary  As  a  money  market  fund  pioneer  entrusted  with  over 
$30  billion  in  money  market  assets,  Fidelity  is  uniquely  qualified 
to  handle  your  savings  needs. 

Let  Us  Show  You  How! 

g/H^^      For  more  complete  information  on  Spartan 
F^K^  Money  Market  Fund,  including  management 
^^T^if^  fees  and  transaction  expenses,  call  us  24  hours 

a  day  for  your  free  prospectus.  Read  it  care- 
^^K^^E  fully  before  you  invest  or  send  money  Mini- 
^^H^HB  mum  initial  investment  $20,000. 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 

1-800-544-6666 

Service  for  the  hearing  impaired  TDD/ 1-800-544-01 18 


2R 


Fidelity 


invesiments  ® 

CODE:  BW/SPM/060589 


Fiddily  I)istrilHiIiirsO)i  |)(ir;illon  (Ceneral  Dislribulion  Agent),  P,0  Box  (i(iO()()3,  Dallas,  TX  752(i(v()(iU3. 


'According  to  Donoghue's  Money  Fund  Report. 

^These  transaction  fees  will  reduce  your  yield,  depending  on  the  number  you  make. 
Special  Yield  Opportunity:  The  fund's  adviser  is  temporarily  paying  for  all  the  fund's  expenses,  which 
increases  its  \  ield.  Tliis  expense  limitation  may  be  terminated  at  any  time,  at  which  time  expenses  will 
go  up  and  the  yield  will  go  down. 
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sheet  metal,  partly  because  a  solid  boji 
requires  total  cleanliness.  Every  pail 
must  be  wiped  with  solvent.  The  robi- 
also  must  be  programmed  to  apf 
enough  glue  for  a  complete  bond  but  i  t 
so  much  that  it  oozes  at  the  edges.  - 
complete  seals  can  cause  annoying  wi] 
noise  or,  worse,  structural  weakness. 

Running  full  steam,  the  Tarrytc;; 
plant  can  build  up  to  260,000  vans 
year.  At  those  volumes,  GM  says  ti. 
plastic  panels  become  less  expensi- 
than  steel,  since  retooling  costs  {■ 
planned  body  changes  are  lower  ii- 
plastic  than  steel.  GM's  investment  in  t 
project  is  approximately  $600  millii 
says  Morgan  Stanley  &  Co.  anal};;; 
Scott  F.  Merlis. 

Although  the  GM200  is  fashional- 
and  futuristic-looking,  it  has  probleil 
Bennett  E.  Bidwell,  chairman  of  t, 
automotive  arm  at  rival  Chrysler,  chid 
the  vehicle  for  being  designed  "from  t 
outside  in."  He  has  a  point:  Under  t 
skin  lurks  a  conventional  van.  It  shai- 
components  with  GM's  front-drive  ni 
size  sedans,  but  its  platform  is  basie;i! 
truck-like.  The  V-6  engine  lacks  sii 
modern  features  as  overhead  camsha  - 
and  multiple  intake  and  exhaust  vaK- 
And  GM  chose  an  old-generation,  thri 
speed  transmission  in  lieu  of  the  smoo 
shifting,  fuel-saving  electronic  f" 
speeds  increasingly  common  in  cars  a  ; 
trucks.  G.M's  Orndorff  concedes  t 
transmission  was  a  compromise  ma 
partly  to  save  money.  But  he  defenrls: 
as  a  good  choice  for  city  driving,  wht 
minivans  are  commonly  used. 
PARKING  PROBLEMS,  the  van's  angli 
front  can  also  be  annoying.  Even  t; 
drivers  can  reach  only  half  the  deptli  ; 
the  cavernous  dash,  making  it  nearly  i  - 
possible  to  retrieve  objects  that  may  c- 
lect  there.  And  it's  very  difficult  ) 
judge  the  location  of  the  front  end.  Gl\ 
tests  show  drivers  have  trouble  paraH 
parking.  The  GM200  may  also  do  little  i 
quiet  critics  of  the  company's  look-alia 
models.  In  addition  to  Pontiac's  versic, 
the  Trans  Sport,  and  Chevrolet's,  the  1- 
mina  APV,  Oldsmobile  will  offer  a  mod 
called  Silhouette.  Olds  came  late  to  t3 
party,  in  1988,  bleeding  from  a  custonrr 
exodus  to  trucks.  Chevy  and  Pontic 
protested  Olds's  plans,  and  GM  still  is:t 
saying  how  supply  will  be  meted  out. 

In  GM's  new  ads,  at  least,  the  compa? 
appears  confident:  A  man  stands  ini 
large  garage  gazing  down  at  the  vjj. 
"You  factor  it  all  in,"  he  says.  "Safe;, 
comfort,  performance.  Make  changi, 
improvements  .  .  .  and  make  sure  it  en? 
up  beautiful.  You  know,  I  think  we  (i 
it."  Come  fall,  when  consumers  get  ;> 
judge  for  themselves,  GM's  designer 
will  finally  know  for  sure. 

By  David  Woodruff  in  Detnt 
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Budget  your  own  data  network's 
monthly  expenses... 


or  budget  with 
Sears  Communications  Company! 


Running  your  own  network 
is  rarely  as  easy  as  it  seems. 

You  never  know  when  costs 
will  fluctuate  and  put  those 
hard  to  explain  spikes  on 
your  data  communications 
cost  charts.  You  may  have 
to  add  temporary  data  pro- 
cessing people  because  your 
regular  staff  has  its  hands 
full  "tuning"  your  network. 
You  could  even  incur 
unanticipated  expenses  to 
send  your  traffic  over  alter- 
nate routes  when  your  net- 
work develops  problems 
you  can't  fix  quickly. 


But  when  you  connect  to 
the  Sears  Communications 
Networkf"  budgeting 
becomes  easier  Much  easier 
Your  per-site  charge  includes 
modems,  lines,  maintenance, 
management,  back-up  facil- 
ities, personnel.  All  of  those 
cost  items  that  need  to  be 
controlled  but  just  aren't. 

We  base  your  charge  on  a 
per-site  basis  with  usage 
included.  We  help  insulate 
you  from  fluctuating  tariff 
charges.  We  also  submit 
monthly  reports  to  help  you 
manage  your  network. 


It's  just  easier  to  predict 
monthly  costs  using  Sears 
Communications  Network 
than  using  your  own.  Call 
your  Sears  Communications 
Company  Account  Executive 
for  full  details  without  obli- 
gation. (312)  577-7766. 
Outside  Illinois: 
(800)255-3^^3. 


Sears 


communications 
company 


FREE  24"x  18"  History  of  Communications  poster.  Mail  your  business  card  to:  Sears  Communications  Company,  Attn:  Ms.  LaVerne  Grouzard. 
Marketing  Support  Representative.  95  West  Algonquin  Road,  Arlington  Heigtits,  IL  60005-4401.  SM=  Service  Mark  of  Sears,  Roebuck  and  Co.® 


Until  No\A5There 
Were  Good  Reasons 
To  CallThem 
'Briefcases 


Became  most  briefcases 
that  look  and  work  great  at  first, 
stay  that  way  for  just  a  "brief 
amount  of  time. 

And  cases  that  were  sturdy 
and  tough  weren't  exactly  great 
looking.  Until  now. 

Introducing  the  Samsonite® 
Classic.  Proof  that  a  briefcase 
can  be  both  durable  and  attract- 
ive. And,  briefly  here  are  some 
reasons  why. 

Our  cover  and  detailing. 
A  briefcase  shouldn't  have  to 
l(X)k  like  a  \fyo\  box  just  to 
stand  up  to  wear  and  tear.  So 
we  tfxjk  a  beautifully  aafted 
covering,  and  wrapped  it 
around  our  iron-tough  case. 
And  areas  that  get  kncxked 
around  the  most,  like  the 
comers  and  edges,  are  made 
from  a  sturdy  yet  stylish  material  that  won't  become  frayed. 
The  result  is  a  briefcase  you'll  be  proud  to  aiiry  that  can  take 

a  beating  for  a  long,  long  time. 
Recessed  latches.  Watching 
the  contents  of  your  briefcase 
fall  down  an  escalator  isn't 
exactly  a  great  way  to  start  a 
day  That's  why  our  latches 
^  ,  ...     are  recessed,  making  it  hard 

'K  c  i  't-'Sv  ^'''-'A-^-i     for  the  case  to  pop  open  or 
li.'^!  "^'xj    :  ■  •■  V  "\  X  I  have  the  latches  knocked  off. 
You'll  also  have  a  special  locking  system.  And,  our  exclu- 
sive patented  right-side-up  feature  keeps  you  from  opening 
your  case  upside  down. 


Samsonite  Corporation 

Our full-loigth  hinge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
f)ur  case  a  single  long  one  to 
make  it  sturdier  The  hinge 
runs  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  la)k  at  the  Classic*  and  other  Samsonite  brief- 
cases at  youi'  nearest  luggage  dealer  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agree  that  sturdiness 
and  style  can  be  easily  combined. 


^  0  Samsonite^  ^ 

Our  Strength.^  Are  Legendary. 


e 


;D  by  ANDREA  ROTHMAN 


MES  NIVEN:  BRINGING  IDNDON'S 
NIEST  SCENTS  TO  THE  STATES 


s  James  Niven  sees  it, 
there  are  two  kinds  of 
venture  capitalist.  One  lives 
dangerously,  pumping  money 
into  inventors  of  "the  next 
Ping-Pong  ball"  on  the  unlike- 
ly chance  he'll  make  a  fortune. 
The  second  is  more  timid,  fi- 
nancing only  ventures  that 
have  passed  the  startup  stage. 
Niven,  the  43-year-old  son  of 
the  late  British  actor  David  Ni- 
ven, used  to  be  daring.  But  af- 
ter watching  numerous  high- 
risk  ventures  of  his  own  go 
down  the  tubes,  he  decided  to 
stick  to  "mature"  businesses. 
His  latest  pick  is  about  as 
ire  as  they  come:  the  venerable  English  firm  of  J.  Floris 
which  has  sold  perfumes  and  dusting  powders  to  well- 
id  Londoners  since  1730.  In  1987,  Niven  acquired  the 
;s  to  bring  Floris  to  the  U.  S.  With  $5  million  from  some 
itors,  including  Texas  billionaire  Sid  Bass,  Niven  intends 
!create  the  London  shop  in  locations  across  the  U.  S.  and 
nd.  The  first  store  opened  in  November  on  New  York's 
ison  Avenue.  A  second  opens  in  July  in  Short  Hills,  N.  J. 
n  foresees  15  stores  by  1994,  with  sales  of  $1  million  each. 
Harvard  University  graduate,  Niven  spent  four  years  in 
arate  finance  at  Lehman  Brothers.  But  he  became  "bored" 
ng  deals  for  others.  Since  1972,  he  has  financed  over  100 
ures — everything  from  oil  wells  to  genetically  engineered 
s.  His  best  venture  so  far  was  Aunt  Millie's  Sauces,  which 
jrned  around  and  sold  after  four  years  for  a  $17  million 
t.  The  secret,  says  Niven,  is  taking  it  seriously.  At  Aunt 
e's,  "I  was  constantly  going  into  people's  kitchens  and 
king  their  shelves,"  he  says.  So  if  friends  find  him  rum- 
ing  through  their  boudoirs,  they'll  know  what's  he's  up  to. 


LLARET  AND  CASIANO:  A  VOGUISH 
IMEN'S  MAG  THAT  SPEAKS  SPANISH 


'he  stigma  of  being 
Miss  Universe,"  says 
isol   Malaret,  who 

the  title  in  1970,  "is 

you  never  have  to 
<. — you  just  have  to 
w  how  to  wear  a 
m."  Malaret,  39,  is 
king  hard  to  dispel 

notion.  She  is  the 
isher  of  Imagen,  a 
sy,  Spanish-language 
len's  magazine  that 
begun  an  aggressive 
1  from  its  Puerto  Rico  base  into  five  Northeastern  states, 
alaret  has  held  the  job  since  1986,  when  she  and  San  Juan 
lisher  Manuel  A.  Casiano  Jr.  first  unveiled  Imagen  ("im- 
'  in  Spanish).  Casiano,  56,  is  chairman  of  Casiano  Commu- 


nications Inc.,  whose  flagship  is  the  45,000-circulation  weekly 
Caribbean  Business.  He  handles  Imagen's  finances,  and  she 
runs  its  operations,  which  includes  everything  from  wooing 
advertisers  to  overseeing  story  and  photo  selection. 

After  winning  the  Miss  Universe  crown,  Malaret  ran  a  fran- 
chised  modeling  school,  pitched  Clairol  Inc.  products,  and 
founded  a  chain  of  boutiques.  In  the  mid-1980s  she  hooked  up 
with  Casiano,  who  had  been  publishing  Caribbean  Business 
since  1973  and  was  plotting  a  magazine  for  upscale,  fashion- 
conscious  Hispanic  women.  Imagen,  whose  advertisers  include 
Volvo  and  Gucci,  now  has  a  circulation  of  73,600  in  Puerto 
Rico.  It  generates  about  $4  million  a  year  in  sales,  Casiano 
says,  and  became  profitable  after  16  months. 

The  new  Northeast  version  of  Imagen,  which  debuted  this 
winter,  has  garnered  9,000  paid  subscribers  in  five  states  and 
sells  roughly  12,000  newsstand  copies  a  month.  But  selling  ads 
in  New  York  has  been  tough,  partly  because  other  Hispanic 
magazines  have  fizzled  out.  "We  have  to  remind  advertisers 
that  we've  been  in  publishing  for  16  years,"  Casiano  says. 
That's  a  stigma  they  both  get  to  grapple  with. 

By  Peter  Finch  in  New  York 


LEE  ABRAMS:  OUT  TO  FILL  THE  AIR 
WITH  HEAVY-METAL  FARE 


Lee  Abrams  has  built 
a  career  on  figuring 
out  what  kind  of  music 
people  want  to  hear — 
often  before  they  know 
it  themselves.  Among 
pop-music  pundits,  he's 
best  known  as  the  pio- 
neer of  "album  rock," 
or  long-playing  hits,  in 
the  1970s.  He  was  also 
influential  in  promot- 
ing New  Age  music  in  the  early  '80s.  His  knack  for  predicting 
music  trends  has  won  him  top  billing  among  programmers  and 
has  prompted  marketing  giants  such  as  Coca-Cola  Co.  and 
Walt  Disney  Co.  to  pay  for  his  insights  on  pop  culture.  Last 
year,  for  instance,  Disney  hired  Abrams  to  help  plan  a  pro- 
posed adult-oriented  theme  park  in  Burbank,  Calif. 

Now  he  is  about  to  put  his  reputation  to  the  test.  Having 
designed  programming  for  more  than  175  stations,  37-year-old 
Abrams  wants  to  bring  what  he  vows  is  rock  radio's  next  big 
thing — heavy  metal — to  a  station  near  you.  He  says  of  the 
screeching  guitar  music:  "It's  the  mainstream  music  of  tomor- 
row." Since  last  fall,  Abrams  has  been  honing  a  frenetic, 
heavy  metal  format,  called  Z-Rock,  for  Dallas-based  Satellite 
Music  Network  Inc.,  a  radio  superstation  that  beams  program- 
ming nationwide.  "We're  creating  an  MTV  of  the  airwaves," 
says  Abrams,  one  of  the  network's  managing  directors.  Min- 
gled between  music  and  commercials  are  such  brash  features 
as  the  "Nightly  Nuke"  and  "Bake  a  Bozo,"  where  deejays 
simulate  microwaving  out-of-favor  records  and  celebrities. 

He  may  be  on  to  something:  Although  ignored  by  the  radio 
establishment,  heavy  metal  now  dominates  Billboard's  album 
sales  charts,  and  the  Grammys  recently  bestowed  its  first 
award  for  best  heavy  metal  recording.  The  Z-Rock  signal  is 
already  sent  to  19  cities — including  Houston,  Denver,  and  Min- 
neapolis— but  Abrams  expects  to  be  broadcasting  Z-Rock  into 
more  than  100  markets  soon.  People  with  teenagers  in  the 
house  may  want  to  start  stocking  up  on  cotton  balls. 

By  Dean  Foust  in  Atlanta 
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FORGING  THE  NEW 
BETHLEHEM  

Walter  Williams  has  The  Steel'  humming.  Can  he  get  it  to  sing? 


B: 


y  the  time  Walter  F.  Williams 
■  took  the  helm  as  chief  executive 
'officer  of  Bethlehem  Steel  Corp. 
in  March,  1986,  he  could  barely  face  his 
neighbors.  He  avoided  walking  to  the 
grocery  store  or  dining  at  his  Colonial- 
style  country  club  for  fear  of  meeting 
laid-otf  friends.  His  smoking  had  in- 
creased to  more  than  three  packs  a  day. 
Bethlehem,  facing  its  fifth  straight  year 
of  losses,  only  had  several  months' 
worth  of  cash  left  in  the  till.  Investors 
doubted  that  anybody,  much  less  a  ca- 
reer man  like  Williams,  could  keep  the 
steelmaker  afloat.  The  company's  share 
price  was  falling  to  an  all-time  low  of  $4. 
Bankruptcy,  mused  Williams:  "That's  a 
heck  of  a  way  to  end  your  career." 

It  was  quite  a  comedown  for  a  compa- 
ny called  simply  "The  Steel"  by  its  em- 
ployees. Like  the  rest  of  the  industry, 
Bethlehem  was  caught  off  guard  in  1982 
by  the  worst  recession  in  steel  demand 
in  40  years  and  by  a  flood  of  low-cost, 
high-quality  imports  largely  from  Japan. 
Worse  yet,  Bethlehem  was  one  of  the 
most  inefficient  U.  S.  producers.  Cater- 
pillar, Firestone,  and  Campbell  Soup  Co. 
were  just  a  few  of  the  customers  that 
nearly  abandoned  Bethlehem  because  of 
shoddy  quality  and  late  deliveries. 

Sure,  Williams'  predeces.sor,  Donald 
H.  Trautlein,  a  former  Price  Waterhouse 
partner,  made  considerable  progress: 
From  1982  to  1985,  the  executive  team 


had  slashed  39,000  jobs,  installed  the 
company's  first  real  accounting  controls, 
shuttered  mills,  and  spent  several  billion 
dollars  to  upgrade  the  remaining  ones. 
But  it  wasn't  enough.  Williams  rolled  up 
his  sleeves  and  did  the  rest:  Over  tht- 
past  three  years,  he  has  mounted  a  high- 
ly personal  campaign  to  improve  the 
quality  and  productivity  of  Bethlehem's 
basic  steel  business.  He  sold  unrelated 
assets — some  16  major  operations,  in- 
cluding a  plastics  company  and  a  steel 
distributor.  He  smoothed  relations  with 
suppliers  and  customers.  He  won  wage 
concessions  from  labor.  He  paid  down 
debt  and  pension  liabilities  by  $1.7  bil- 
lion. And  he  persuaded  nervous  bankers 
to  stay  on  board.  Wall  Street  has  re- 
sponded— but  only  to  a  point,  because  it 
is  unsure  how  a  leaner,  meaner  Bethle- 
hem will  fare  in  a  recession.  While  its 
stock  price  has  increased  fivefold,  to  $24, 
since  late  1986,  it's  still  only  trading  at 
five  times  earnings,  a  far  cry  from  the 
Standard  &  Poor's  industrial  stock  price 
index'  multiple  of  13.4. 
GOOD  NEWS,  BAD  NEWS.  Nevertheless, 
Williams'  "Operation  Bootstrap"  has 
worked  wonders.  Aided  by  a  recovery  in 
steel  prices,  the  No.  2  steelmaker  posted 
record  earnings  last  year  of  $403  million, 
an  increase  of  1317^,  on  $5.5  billion  in 
revenues.  So  far  this  year,  Bethlehem's 
operating  profits  from  steel  rose  40%  in 
the  first  quarter,  though  net  income  de- 


clined because  of  a  onetime  restructu 
ing  charge.  Bethlehem's  metamorphos 
(table)  mirrors  that  of  the  U.  S.  ste 
industry  as  a  whole — which  is  now  pr 
ducing  at  lower  cost  than  Japanese  li 
vals  and  fast  closing  the  quality  ga 
But  Bethlehem  has  outclassed  even  i 
major  U.  S.  competitors,  earning  tl 
highest  profit  per  ton  last  year  and 
1989's  first  quarter. 

That's  the  good  news.  The  bad  news 
that  the  current  steel  boom  is  peakin;! 
and  Bethlehem  faces  a  softening  markti 
for  the  heavy-gauge  steels  used  to  mal 
automobiles  and  railway  track  and  i 
construction.  A  cyclical  downturn  wi 
only  make  more  stark  the  unfinishd- 


THE  NEW,  IMPROVED  BETHLEHEM  STEEL 


1981 

1988 

REVENUES 

$7.3  billion 

$5.5  billion 

EARNINGS 

$211  million 

$403  million 

NUMBER  OF  EMPLOYEES 

83,800 

32,900 

P2^0DUCTiVITY  Hours  used 
to  make  a  ton  of  steel 

8 

4 

QUALITY  Customer  rejection 
rote  on  automobile  sheet  steel 

8% 

.08% 

DATA  BETHLEHEM  STEfl  CORP  ,  BW 

40- 


PERCENT  OF  SALES 
mm  CORE 
STEEL  BUSINESS 


15 
12 
9  -i 


NET  INCOME 
PER  EMPLOYEE 


81 


A  PERCENT 


A  THOUSANDS  OF  DOLURS 
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iness  Williams  has  before  him.  He 
IS  to  spend  up  to  $3  billion  more  to 
sh  plant  modernization  and  reduce 
sion  liabilities.  Even  though  Bethle- 
1  since  1986  has  cut  debt  from  67%  of 
ital  to  31%,  past  plant  shutdowns 
e  created  an  unfunded  pension  liabil- 
of  $1  billion,  the  largest  in  the  indus- 
,  This  costs  the  company  an  addition- 
5130  million  a  year  in  cash  flow  from 
rations.  Williams  must  also  step  up 

productivity  drive  to  pay  for  rising 
or  costs.  To  avoid  a  potential  strike, 
reached  a  tentative  agreement  with 

United  Steelworkers  in  May  that 
aid  hike  labor  costs  19%  over  50 
nths.  "There  is  still  a  lot  more  to 
omplish,"  he  says. 

TE  FRATERNITY.  Transforming  Bethle- 
n  has  been  nothing  short  of  a  person- 
transformation  for  Williams.  A  civil 
jineer  by  training,  he  joined  the  com- 
ly  in  1951  and  rose  through  its  mill- 
istruction,  shipbuilding,  and  steel  op- 
tions over  the  next  three  decades.  By 
time  he  became  head  of  steel  opera- 
is  in  the  late  1970s,  Williams  was  part 
an  elite  fraternity.  With  a  near-mo- 
3oly  on  the  U.  S.  market,  domestic 
>ducers  dictated  to  customers  what 
:el  to  buy  and  charged  premium 
ces.  At  Bethlehem,  there  were  perks 
enty — limos,  jets,  and  company-sup- 
•ted  country  clubs.  Complacency  bred 
Dr  quality  and  service.  "We  thought 


'We  woke  up  almost  too 
late.  The  shock  will 
prevent  us  from  becoming 
complacent' 

WALTER  F.  WILLIAMS 

Cliief  Executive  Officer 


nobody  could  touch  us,"  says  Williams. 

Enter  the  Japanese,  and  Williams, 
along  with  the  rest  of  the  industry's  big- 
wigs, learned  differently.  Williams,  60, 
has  spent  the  past  several  years  in  a 
much  less  complacent  mode.  He  works 
r2-hour  days  and  often  on  weekends.  Af- 
fable but  tenacious,  he  often  answers  his 
own  phone  and  meets  with  50  customers 
a  year  to  sound  out  complaints.  At  regu- 
lar mill  visits,  he's  known  for  grabbing 
workers  by  the  arm  to  give  his  sermon 
on  quality  and  the  need  for  constant  im- 
provement. "Williams  comes  out  of  his 
ivory  tower  and  gets  his  feet  dirty  walk- 
ing the  plant,"  says  Paul  E.  Gipson,  a 
union  official  at  the  Bethlehem  plant  in 
Burns  Harbor,  Ind. 

He  helped  make  plenty  of  the  changes 
at  Burns  Harbor,  which  he  helped  de- 
sign and  build  as  a  young  engineer.  The 
plant  is  now  one  of  the  world's  most 
productive,  making  primarily  sheet 
steels  for  carmakers.  Aside  from  laying 


off"  employees,  the  company  formed 
teams  of  hourly  and  salaried  employees 
who  regularly  get  customer  input  so 
they  can  solve  quality  problems.  Work- 
ers now  take  a  preventive  approach  to 
quality:  Instead  of  waiting  to  reject  bad 
finished  steel  coils,  they  monitor  produc- 
tion lines  to  stave  ofl:  errors.  Union  fork- 
lift  operators  who  once  were  uncon- 
cerned about  banging  steel  coils  before 
shipping  now  handle  them  gingerly.  Aid- 
ed by  more  than  $800  million  in  modern 
steelmaking  equipment  and  incentives 
that  tie  pay  to  profits,  the  new  approach 
has  reduced  the  amount  of  sheet  steel 
rejected  by  Ford  Motor  Co.,  for  instance, 
from  8%'  in  1982  to  less  than  1%-  today— 
about  the  same  as  in  Japan.  Williams 
wants  more,  saying:  "We  will  not  be 
satisfied  until  it's  zero." 

Customers  notice  the  difference.  "It's 
nothing  short  of  miraculous,"  says  Ste- 
ven K.  Parker,  a  top  purchaser  at  Camp- 
bell Soup.  In  the  fall  of  1987,  Campbell 
was  about  to  dump  Bethlehem  as  a  sup- 
plier of  the  tin  plate  it  uses  to  make 
soup  cans.  The  material  had  wavy  edges, 
rust  damage:  "You  name  it,  they  had  it," 
says  Parker.  After  receiving  a  dressing- 
down  at  Campbell  headquarters,  Wil- 
liams replaced  many  of  his  slow-moving 
plant  supervisers  at  Sparrows  Point, 
Md.,  where  the  tin  plate  is  made. 
With  the  help  of  new  equipment, 
the  new  team  has  boosted  Beth- 
lehem to  the  top  ranks  of  Camp- 
bell's suppliers. 

'MUCH  TO  LEARN.'  Even  the  Japa- 
nese are  impressed.  Bethlehem 
was  able  to  cut  the  number  of 
work  hours  it  takes  to  make  a 
ton  of  steel  in  half,  to  four 
hours.  Japanese  steel  executives 
who  once  boasted  that  their 
more  modern,  more  efficient 
mills  would  bury  Bethlehem  are 
eating  their  words.  The  Burns  Harbor 
plant  makes  a  ton  of  steel  in  only  2.8 
work  hours,  a  record  that  the  Japanese 
are  now  trying  to  match.  "[We]  have  to 
be  more  humble,"  one  Japanese  execu- 
tive told  a  Japanese  newspaper  after  a 
visit  to  Burns  Harbor. 

Williams  used  the  personal  touch  on 
bankers  as  well.  By  mid-1987,  Bethlehem 
was  looking  better — it  made  money  in 
the  first  half — but  the  outlook  was  still 
grim.  Huge  debt  and  pension  payments 
were  looming.  To  be  able  to  cover  them, 
Williams  needed  to  restructure  the  com- 
pany's loans,  but  longtime  bankers 
Chase  Manhattan  and  Mellon  Bank 
turned  thumbs  down.  They  had  already 
been  stuck  with  unpaid  loans  to  Chapter 
11  victim  LTV  Corp.  and  privately  wor- 
ried that  Bethlehem  might  be  next. 
When  the  stock  market  crashed  in  Octo- 
ber of  that  year,  Manufacturers  Hano- 
ver Corp.,  too,  was  wavering.  But  in  a 
90-minute  meeting  with  Manny  Hanny 
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-A  REMARKABLE  OFFER  FROM  MOTOROLA  ■ 


For  Just  *695, 
Breakdowns  In 
Communication  Can 
Become  AThing 
Of  The  Past 


I 


When  you  compare, 
there  's  no  comparison. 


Before  any 
cellular  phone  design 
is  produced,  it  must 
pass  a  Multi-Cyde 
Drop  onto  a 
conaete  floor 


Motorola's  Express  850 
Cellular  Portable  Phone 

Most  people  who  can't  afford  to  be  out  of  touch 
when  they're  out  of  the  office  have  readied  the 
same  conclusion:  They  need  a  portable  cellular 
telephone. 

But  not  all  portable  phones  have  tfie 
same  level  of  reliability.  Not  all  portables  are 
built  to  withstand  the  knocks,  bumps,  bangs 
and  drops  that  come  with  being  portable. 
The  Motorola  Express  850;"  on  the  other 
hand,  like  every  Motorola 
cellular  telephone,  must  pass 
the  exclusive  6-pointtestin 
the  lab  before  it's  allowed 
into  the  field. 

Another  nice  touch: 
The  Express  850  is  as 
functional  as  it  is  portable. 
And  boasts  a  host  of 
Motorola's  cellular  innova- 
tions. Everything  from 
memory  dialing,  user  selec- 
table s\5tem  registration  and 
two  number  capability,  to 
call  timers,  calling  restrictions 
and  auto-redial. 
What's  more,  the  850  comes  complete 
with  a  Grrying  case  and  charging  accessories.  It 
even  comes  pre-programmed  and  ready  to  use 
witii  your  own  Motorola  Cellular  Service,  Inc 
telephone  number.  Intact,  as  soon  as  you  receive 
it  you  an  start  making  and  taking  gIIs. 

With  Motorola's  Express  850  portable, 
you  can  replace  breakdowns  in  oommuniGti'on 
with  communiGtion  breaktiiroughs. 

TO  ORDER  YOUR  EXPRESS  850,  CALL  1-800-678-7373  EXT  220 

MOTOROLA 


The  Express 
850  by 
Motorola 

The  Other  $695 
CompetHor* 
Maxwell 

Designed  for 
Ruqgedness 
and  Quality 

Passes 
Motorola's 
6-Point  Test 

Docs  Not  Pass 
Motorola's 
6-Point  Test 

Continuous 
Tall(  Time 

1  Hour  15  Mins, 

1  hour 

Standby  Power 

18  Hours 

8  Hours 

Memories 

17 

12 

Super  Speed 

Dialing 
from  Memory 

Yes 

No 

Call-in-Absence 
Indicator 

Yes 

No 

Warranty 

2  Years" 

lYear 

'Based  Ofi  published  information  available  February  1989 
"Second  year  protection  pJan  based  on  continued  use  ot 
Motorola  Cellular  Service,  Inc  (MCSIl  A  tree  copy  ot  our 
warranty  is  available  by  calling  1-800-67S-7373 

Upon  activation  of  your  new  tdcpfione.  you  will 
receive  service  and  monttity  telephone  bills  from 
Motorola  Cellular  Service.  Inc  (MCSI)  Yoj  are 
responsible  for  any  calls  made  and  any  appliotion 
cliarges  during  15  day  money  back  guarantee  period 
available  to  you  at  the  time  of  purchase  Prices  are 
based  on  cellular  service  from  MCSI  to  qualified 
customers  This  offer  is  not  available  in  all  areas 
Offer  limited  to  end-user  subscribers  Specifications 
subject  to  change  without  notice  VISA  and  Master- 
Card accepted  Shipping,  handling  and  sales  taxes 
are  extra 

VISA  and  MasterCard  are  trademari^s  of  VISA  and 
MasterCard  Companies,  respectively  Motorola, 
E;ipress  850  and  MCSI  are  trademartu  of  Motorola,  Inc 


Chairman  John  F.  McGilHcuddy  on  N|g 
13,  Williams  successfully  argued  t|| 
Bethlehem's  long-term  recoverj'  depe| 
ed  on  bank  credit.  Soon  after,  Bethlehi 
got  a  critical,  eight-year,  $500  milln 
line  of  credit  from  a  group  of  17  bani. 
It  was  testimony  to  Williams'  poweri 
persuasion.  No  one  knew  that  the  stl 
market  would  soon  turn  up  sharj^ 
Bethlehem's  drastic  retrenchment  fin;  v 
paid  off  as  the  dollar  fell  and  pri;, 
picked  up. 

But  Williams  is  still  in  a  race. 
knows  his  huge  productivity  gains  cat^ 
largely  from  job  cuts.  While  he  has  sr- 
passed  the  producti\nt\'  of  Japan  t 
steelmakers,  they're  just  starting  to 
their  own  bloated  work  forces  and  ny 
overtake  U.  S.  producers  once  again,  o 
Williams  must  install  even  more  mod^r 
equipment  and  make  the  most  of  t 
existing  union  workers.  He'll  spend  $-\'^ 
million  annually,  largely  to  finish  mJ- 
ernizing  the  Burns  Harbor  and  Sor- 
rows Point  mills,  which  ship  two-thif 
of  the  company's  steel  and  generate  r 
tually  all  of  Bethlehem's  profits.  If  t 
can't  turn  around  his  three  ailing  Pe-; 
sylvania  mills  that  make  such  produ^ 
as  steel  construction  beams,  he  will  li^ 
ly  partially  shut,  spin  off,  or  sell  the. 
'NIGHT  AND  DAY.'  His  new  agreemit 
with  the  United  Steelworkers  will  agga- 
vate  matters  somewhat.  Williams  jd 
deftly  "backload"  the  50-month  contrji 
so  that  labor  costs  rise  only  mode^y 
between  now  and  1991.  Still,  by  1993,  le 
pact  could  boost  hourly  wages  and  bes- 
fits  by  19%,  to  about  $31.  Bethleheijs 
labor  costs  are  already  18%  higher  t\m 
Japan's  and  nearly  five  times  higk 
than  fast-rising  South  Korea's.  But  in 
tion,  productivity  gains,  and  the  s 
unit's  3%  attrition  rate  could  largely 
set  any  real  wage  increase. 

Even  if  a  recession  hits,  analysts 
"The  New  Bethlehem"  will  likely  m; 
profits — instead  of  losing  billions  as 
the  past.  The  numbers  tell  the  stc 
Compared  with  1981,  the  peak  of  its 
cycle,  Bethlehem  last  year  made 
less  raw  steel,  and  its  prices  didn't  ris 
cent.  Meanwhile,  profits  per  emplo; 
were  up  fivefold,  and  sales  per  emplo; 
had  doubled.  "It's  like  night  and  da 
says  Charles  A.  Bradford,  a  steel 
lyst  at  Merrill  Lynch  Capital  Market 

Last  fall,  Williams  relaxed  enough 
quit  smoking.  Recently,  however,  he 
grown  a  little  edgy.  Colleagues  say 
even  occasionally  snitches  cigaret 
Perhaps  he's  afraid  that  Bethlehenr 
doing  too  well.  Last  time  "we  woke 
almost  too  late,"  he  says.  "The  sh 
will  prevent  us  from  becoming  com; 
cent."  Williams  never  wants  to  be  afi 
to  face  his  neighbors  again. 

By  Gregory  L.  Miles  in  Bethlehem, 


110  Business  week,'jijne  5,  i989 


THE  CORPORi 


L 


What  number  does  The  Hartford 
call  for  application  development 
productivity  insurance? 


1-800-345-DBMS. 


DaveAnnis 


Two  years  ago,  The  Hartford's 
Group  Life  &  Health  Insurance 
Operation  decided  to  modernize 
39  company-critical  information 
systems.  They  selected  Oracle  Cor- 
poration. Why? 

Because  Oracle  promised  tools 
that  would  enable  them  to  quickly 
develop  applications  with  customiza- 
ble user  interfaces,  non-procedurally 

Because  Oracle  promised  to 
become  the  world's  largest  relational 
DBMS  company 

Because  Oracle  set  out  to  be  the 
number  one  software  company  in 
customer  satisfaction. 

Oracle  delivered  it  all.  And  todav 


"ORACLE"^  tools  increased 
our  productivity 
300%  over  other  application 
development  tools." 

Jim  Bosco,  Project  Manager 
The  Hanford  Insurance  Group 


"With  SQL*Forms^  and 
ORACLE,  we  \  ^e  dei  'eloped  over 
one-thousand  interactive 
screens,  without  writing  a 
single  line  of  procedural 
language  code." 

Dave ,\nnis,  Assistant  VP 
The  Hartford  Insurance  Group 


over  50,000  customers  have  used 
Oracle  tools  to  build  powerful,  world- 
class  applications.  Applications  that 
run  on  everything  from  an  IBM  PC 
to  a  Sun  workstation  to  a  DEC  VAX 
to  an  IBM  mainframe. 

Get  your  own 
productivity  insurance 

Reserve  a  seat  in  the  next  free 
Oracle  data  management  conference 
in  your  area.  Find  out  how  Oracle's 
CASE  and  application  tools  can 
instantly  improve  your  company's 
productivit)-.  To  insure  yourself  a 
reservation,  call  today  Conference 
seating  is  limited. 


ORACL'k°a';!d?i®Fo^s  Le',lgrs,e?:S     COMPATIBILITY  •  PORTABILITY  •  CONNECTABILITY  20  Oav,s  Onve.  w™n,.  CA  9*02  .  y/om  Head,ua1e,s 

,r,M  .....^   (4 15) 598  8000 'ORACLE Canada (8001 387 4407 ^e«ep( 

Call1-800  345-DBMS,  ext.  8350  today.  . 

 f_  ORACLE  Syaems  Hong  Kong  8525  266846 


 ™—   ■  •-■■•■■-•upi-  ■  tiyiaicic 

trademarks  ot  Oracle  Corporatro. . 
Other  companies  menlionefl  own  numerous 
registered  trademarks  TRBA 
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MONEY  &  BANKING  I 


FREDDIE  AND  FANNIE  CLEAN  UP 
AFTER  THE  S&L  MESS 


The  two  mortgage  giants  stand  to  do  a  lot  more  business — and  investors  are  buying  in 


Just  ask  the  folks  at  the  Federal  Na- 
tional Mortgage  Assn.  (Fannie  Mae) 
and  the  Federal  Home  Loan  Mort- 
gage Corp.  (Freddie  Mac)  about  the 
thrift  crisis.  They  may  not  admit  it,  but 
they  have  reason  to  love  it,  and  so  do 
investors  in  their  stock.  As  Washington 
starts  to  wipe  out  the  worst  and  the 
weakest  of  the  savings  and  loan  associa- 
tions, no  one  is  in  a  better  position  to 


government  agencies  with  the  implicit 
backing  of  the  Treasury,  investors  in 
their  equity  and  debt  needn't  worry 
much  about  their  enormous  leverage. 
Their  unique  status  gives  them  lower 
borrowing  costs  that  let  them  beat  out 
anyone  else  bidding  for  their  raw  materi- 
al: single-family  home  loans  of  up  to 
$187,600  each,  their  federally 
set  ceiling.  "These  are  two 


preferred  stock,  the  only  equity  it  ps 
that  is  publicly  traded,  has  been  on  afeH 
ever  since  it  was  listed  on  the  New  \'k 
Stock  Exchange  last  December. 

Investors,  though,  can't  be  faultecfe: 
taking  a  wait-and-see  attitude  with  a\, 
nie  Mae.  Its  bullish  future  is  a  drantic 
change  from  the  recent  past.  Until  Mk 


Fannie  Mae  had 
thrift 


suffered  from  j 
problem,  onljj 


FANNIE  MAE  AND  FREDDIE  MAC 
ARE  OUTPACING  THE  MARKET 
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profit  from  the  process  than  these  two. 

Created  by  Congress  to  promote  home 
ownership,  the  two  companies  buy  mort- 
gages from  S&Ls  and  other  lenders,  pro- 
viding them  with  fresh  cash  to  make 
new  loans.  In  turn,  Fannie  Mae  and 
Freddie  Mac  package  the  mortgages  into 
bond-like  securities,  which  they  sell  to 
replenish  their  own  coffers. 

With  fewer  thrifts  around  to  meet  the 
demand  for  home  loans,  the  survivors 
soon  will  own  all  the  mortgages  that 
their  capital  will  support,  especially  un- 
der stricter  new  rules.  To  keep  the  game 
going,  they  will  increasingly  look  to  Fan- 
nie and  Freddie  to  take  the  loans  off 
their  hands.  The  next  few  years  "will  be 
big  years"  for  his  outfit,  predicts  Fred- 
die Mac  President  Leland  C.  Brendsel. 
UNIQUE  STATUS.  And  when,  in  turn, 
Freddie  and  Fannie  sell  their  product 
into  the  market,  there  will  be  plenty  of 
customers.  Their  mortgage-backed  secu- 
rities are  about  as  safe  as  Treasuries 
and  pay  higher  rates. 

Because  Freddie  and  Fannie  are  quasi- 


unbelievably  powerful  companies,"  says 
Emanuel  J.  Friedman,  an  analyst  at 
Washington  stockbrokers  Johnston, 
Lemon  &  Co. 

But  Wall  Street,  by  and  large,  has 
been  slow  to  catch  on  to  just  how  lucra- 
tive a  hammerlock  on  the  mortgage- 
backed  securities  business  can  be 
(chart).  Prescient  institu- 
tions such  as  the  $8  bil- 
lion Fidelity  Magellan 
Fund  loaded  up  on  Fan- 
nie's  stock  when  it  lan- 
guished in  the  30s  and 
40s,  a  range  it  was  in  just 
a  year  ago.  Now  at  81, 
Fannie  Mae  is  Magellan's 
largest  single  stock  hold- 
ing, and  other  Fidelity 
funds  are  following  suit. 
"We  have  the  maximum 
amount  of  Fannie  that 
we  can  legally  own," 
notes  Alan  Leifer,  portfo- 
lio manager  of  Fidelity's 
Trend  Fund.  Freddie's 


112  BUSINESS  WEEK/JUNE  5,  1^ 


BRENDSEL:  THE  NEXT  FEW 
YEARS  "WILL  BE  BIG" 


a  singularly  gargantuan  scale.  In  lit 
early  1980s,  Fannie  Mae  held  billioriin : 
long-term  loans  in  its  portfolio,  beafag"-!] 
interest  rates  in  the  low  single  digitaffoMt 
finance  them,  it  had  to  pay  short-tgnCi 
rates  in  double  digits,  and  the  comj  yf'is 
was  hemorrhaging  cash. 
From  that  episode,  Fannie  gainec 

reputation  as  an  inte:  B«i 
rate-sensitive  stock, 
used  to  be  that  Fa 
Mae  would  either  n 
$5  a  share  or  lose 
share,  depending  orM'i 
terest    rates,"    Le  Met 
notes.  Indeed,  many 
vestors  still  subscrib 
that  theory,  because 
spike  in  the  price  of  . 
nie  stock  over  the 
few  weeks  correspc 
with  the  falloff  in  ii 
est  rates. 

Fannie,  though,  ti 
great  pride  in  clair 
that  its  earnings  ar<  Ji'ii 


ta: 
eiiif 
e:tsi 


C:'rn( 
i»r( 


nger  quite  so  buffeted  by  tiie  winds  of 
terest-rate  swings.  Now,  a  two-per- 
ntage-point  jump  in  rates  would  mean 
3S  than  a  5%  decline  in  earnings,  ac- 
rding  to  Fannie  Mae.  "We've  got  the 
mpany  on  a  very  sound  basis,"  says 
lairman  David  0.  Maxwell.  His  boast 
jarly  ain't  hay:  In  1988,  despite  a  2 
lint  climb  in  short-term  rates,  earnings 
se  35%,  to  $507  million. 
•  FROM  UNDER.  It  was  the  tumbling  of 
merest  rates  after  1982  that  set  the 
ige  for  Fannie's  turnaround.  Its  huge 
v^entory  of  underwater  loans  came  up 
somewhere  near  face  value,  allowing 
innie  to  sell  many  of  them  off  to  pen- 
m  funds  and  other  institutions.  That 
sshed  with  Maxwell's  aim  to  pool 
jrtgages  and  sell  them  as  securities, 
ther  than  taking  the  risk  of  keeping 
e  loans.  That  means  depending  less  on 
;erest  income  and  more  on  fees.  While 
mnie  is  still  adding  some  new  loans  to 
$99  billion  portfolio,  it  tries  to  match 
long-term  holdings  with  long-term 
rrowings.  These  changes  leave  Fannie 
iS  vulnerable  to  nigher  short  rates. 
Freddie  Mac  is  faring  well,  too, 
ough  it's  lagging  slightly  behind  its 
ier  cousin.  Yet,  unlike  Fannie,  it  has 
joyed  steadily  increasing  earnings, 
om  the  start,  it  has  taken  the  safer 
th  of  selling  off,  rather  than  holding 
)rtgages.  Over  the  past  five  years,  it 
s  more  than  doubled  its  profits,  which 
38  to  $381  million  in  1988. 
Freddie  Mac  also  stands  to  gain  from 
ngressional  action.  Although  the  pub- 
owns  its  preferred  shares,  S&Ls  and 
3  Federal  Home  Loan  Banks  own  all 
its  common  stock.  And  the  three 
LBB  members  are  still  its  directors, 
it  under  the  thrift  rescue  plan  now  in 
'Hgress,  shareholders  would  elect  most 
an  enlarged  board.  Distancing  itself 
)m  the  regulators,  it  could  focus  more 
earnings.  "This  is  the  healthiest  thing 
it  could  happen"  to  Freddie,  says  Da- 
I  W.  Glenn,  chief  financial  officer. 
ORT-TERM  PRESSURE?  To  be  sure, 
ire  are  still  risks  in  the  oflfing.  The 
n  capital  margins  on  which  both  the 
ms  operate  could  be  tomorrow's  disas- 
■.  Fannie  Mae  and  Freddie  Mac  must 
ike  sure  that,  as  they  cast  about  for 
w  business,  they  don't  acquire  the 
nchant  of  some  S&Ls  for  taking  on 
fh-rate  but  shaky  loans.  Freddie  Mac 
particular,  with  its  new  freedoms, 
ly  come  under  pressure  to  buoy  short- 
m  profits.  That's  a  course  Brendsel 
ws  to  resist.  "The  biggest  challenge  is 
idit  risk  and  loan  defaults,"  he  says. 
E^'or  the  near  term,  however,  the 
ikeout  among  s&Ls  and  other  mort- 
ge  lenders  is  rolling  on.  And  for  as 
ig  as  it  lasts,  Fannie  Mae  and  Freddie 
ic  seem  fated  to  gain. 
3y  Catherine  Yang  in  Washington,  with 
vid  Zigas  in  New  York 


FANNIE  MAE  HELPS  PUT  A  ROOF 
OVER  THE  NATION'S  POOR 


avid  0.  Maxwell,  chairman  of 
I  the  Federal  National  Mortgage 
Assn.,  believes  that  a  company 
that  does  well  also  should  do  good.  So 
with  Fannie  Mae  now  producing  steady 
profits,  he  wants  it  to  address  one  of 
America's  most  intractable  problems: 
the  scarcity  of  affordable  housing. 

Since  1986,  his  company  has  pledged 
more  than  $2  billion  to  the  cause 
through  equity  stakes  in  low-  and  mod- 
erate-income rental  projects  or  invest- 
ments in  bonds  and  mortgages  that 
benefit  poorer  homebuyers.  "Fannie 
Mae  is  in  this  business  to  stay,"  vows 
Maxwell,  who  was  vice-chairman  of  the 
National  Housing  Task  Force  headed 
by  developer  James  W.  Rouse.  Infor- 
mally, they  now  are  serving  as  advis- 


ers to  Housing  &  Urban  Development 
Secretary  Jack  F.  Kemp. 

The  company  says  it  views  its  do- 
gooding  effort  as  a  business  venture — 
eventually  expecting  some  profitabili- 
ty. In  the  meantime,  Fannie  Mae  bene- 
fits from  tax  breaks  on  its  investments 
and  will  make  money  on  the  mortgages 
it  buys  if  the  homeowners  do  not  de- 
fault. As  head  of  a  congressionally 
chartered  enterprise.  Maxwell  relies  on 
the  political  support  of  Capitol  Hill, 
where  such  efforts  are  good  for  the 
image.  Says  Mark  J.  Reidy,  president 
of  the  National  Council  of  Savings  In- 
stitutions and  a  former  Fannie  Mae 
president:  Maxwell  "anticipates  where 
public  sentiment  is  going  and  [posi- 
tions] Fannie  Mae  so  it's  where  it 
ought  to  be  when  the  questions  are 
raised." 

NO  CARPENTER.  A  58-year-old  Philadel- 
phia blueblood.  Maxwell  is  a  sawy  po- 
litico who  learned  the  ropes  in  state 
and  federal  government.  Educated  at 
Yale  University  and  Harvard  law 


school,  he  practiced  law  for  eight  years 
before  serving  as  Pennsylvania's  insur- 
ance commissioner  and  then  as  its  bud- 
get czar.  President  Richard  M.  Nixon 
appointed  him  as  hud's  general  coun- 
sel in  1970.  Maxwell  later  founded  and 
ran  Los  Angeles-based  Ticor  Mortgage 
Insurance  Co.  and  came  to  Fannie  Mae 
in  1981. 

Despite  his  concerns  for  low-  and 
moderate-income  housing,  the  button- 
downed  Maxwell  can't  picture  himself 
picking  up  a  hammer  and  nails  in  the 
pursuit  of  housing  rehabilitation,  a  la 
former  President  Jimmy  Carter.  Max- 
well prefers  to  aid  the  cause  through 
his  corporate  bully  pulpit.  "If  I  got  a 
hammer  in  my  hand,  I  would  turn  my 
thumb  purple,"  he  jokes. 

Nor  does  his  concern 
for  the  homeless  im- 
pose discernible  life- 
style sacrifices  on  him- 
self or  the  company. 
Like  many  big-time 
CEOs,  he  plays  an  ag- 
gressive game  of  ten- 
nis, enjoys  the  opera, 
and  vacations  in  such 
exotic  locales  as  Ke- 
nya. Maxwell's  Fannie 
Mae  resides  on  Wash- 
ington's Wisconsin  Av- 
enue in  luxurious  quar- 
ters, which  employees 
call  "the  campus."  And 
Maxwell  has  been 
known  to  order  linen  cocktail  napkins 
and  other  fancy  touches  for  Fannie 
Mae  receptions. 

Still,  his  brand  of  corporate  leader- 
ship does  make  a  difference.  Cullen 
Dubose,  a  minority  developer  in  De- 
troit, spent  seven  years  seeking  an  eq- 
uity partner  to  convert  an  abandoned 
hospital  into  rental  apartments  for  el- 
derly, low-income  tenants.  Finally,  he 
hooked  up  with  Fannie  Mae.  Last  year, 
Fannie  Mae  put  up  $3.76  million  in  ad- 
dition to  Dubose's  own  $1  million  in- 
vestment. The  Highland  Park  Apart- 
ments are  now  close  to  full  occupancy. 

Maxwell  realizes  that  corporate  good 
intentions  alone  can't  revive  housing  in 
America.  That  will  take  lots  of  ener- 
gy— and  substantial  government  aid. 
But  if  the  current  concern  about  af- 
fordable housing  turns  into  a  sustained 
national  drive,  Maxwell  and  Fannie 
Mae  are  well-positioned  to  play  useful 
roles — and  to  reap  the  psychic  and  fi- 
nancial rewards. 

By  Catherine  Yang  in  Washington 
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Shown  here  are  results  from  test  #1  of  Neal  Nelsons  Business 
Benchmark,  used  primarily  to  simulate  a  "nomml"  business 
environment. 


Lifetime  warranty 


[exas  Instruments  introduces  its  newest 
500  Computers  for  the  UNIXVorld 
iulti-user  computers  with  increased 
erfonnance  and  the  industry's  first 
tfetime  parts  warranty 


;  a  fact.  Again. 

Texas  Instruments  newest  model 
its  1500  multi-user  computers  out- 
rforms  the  competition,  this  time 
mparahle  multi-user  systems  from 
iC®,  Hewlett-Packard,  NCR  and 
"lisys.  That's  according  to  a  recent  Neal 
ilson's  Business  Benchmark® 

Equipped  with  the  powerful  68030 
icroprocessor,  these  new  1500  models 
n  software  applications  the  way  they 


System  Performance  Relative  to  Tl 


IWO-PnOCESSOB  CONRGURXnONS 


ONE-PflOCESSOR  CONRGURXnONS 


The  newest  1500  Computer  outperformed  comparable  systems 
from  DEC®  Hewlett-Packard,  NCR  arvi  Umsys  m  test  #i  of 
Neal  Nelson's  Business  BerKhmark.  The  comparable  /BM* 
model  —  the  AS/400  —  does  not  run  UNIX®  software  and 
therefore  could  not  be  compared.  Measured  were  disk  input/ 
output  and  calculations  typical  of  "normal"  business 
environments. 


changes.  All  with  the  confidence  of 
knowing  that  your  investment  is  pro- 
tected by  Tl. 

Our  lifetime  warranty  means 

business. 

What  could  make  more  business  sense  to 
a  computer  purchaser  than  Tl  s  lifetime 
parts  warranty?  This  warranty  is  ex- 
tended directly  to  the  original  end-user 
and  covers  the  1500  Computer  chassis, 
CPU  hoard,  memory 
and  power  supply  for 
as  long  as  you  own 
the  system.  If  Texas 
Instruments  is  ever 
unable  to  repair  these 
components,  we  will 
repurchase  your  1500 
Computer  in  its  original 
Tl  configuration  at  the 
Tl  list  price  in  effect  at 
the  time  of  purchase. 
All  that  you  pay  is  a  $25 
registration  fee  to  cover 
handling  costs. 

TPs  advanced 
multiprocessor  and 
chassis  technologies 
make  this  warranty  pos- 
sible. For  years,  we've 
offered  you  some  of  the 
most  trouble-free  com- 
puters you  can  buy. 
Now,  we're  offering  you 
that  same  assurance  in 
writing. 


ere  meant  to  run  —  fast.  They  support 
'en  more  users  while  eliminating  infor- 
ation  bottlenecks.  What's  more,  you 
m  continue  to  run  your  current  1500 
ograms  with  no  application  software 


Open  architecture. 
Open-ended  growth. 

In  designing  our  1500  Computers  with 
open  architecture,  we've  also  included 
flexible  connectivity  and  add-on 


options.  In  fact,  we'll  even  help  you 
configure  your  1500  Computer. 

At  the  computer's  heart  is  the  Tl 
System  V  operating  system.  Derived 
from  UNIX®  System  V,  Tl  System  V 
gives  you  full  hardware  performance  and 
UNIX  system  compatibility  Thanks  to 
Tl  engineering,  your  1500  Computer  can 
operate  with  a  combination  of  68020  and 
68030  processors,  each  running  its  own 
copy  of  Tl  System  V.  The  choice  is  yours. 

The  1500  Computer's  flexible  archi- 
tecture provides  you  with  cost-effective, 
incremental  system  growth.  You  can  add 
processors,  terminals  and  peripherals  to 
support  more  than  256  users. 

Texas  Instruments  will  even  give 
you  cash  trade-in  allowances  for  your 
1500  Computer  upgrades.  With  Tl,  your 
initial  investment  remains  protected 
from  day  one. 

Call  Tl  today. 

New  benchmark  performance  backed  up 
by  investment  protection.  For  details, 
call  Tl  and  we'll  send  you  a  copy  of  the 
1500  Computer  Lifetime  Parts  Warranty 
and  literature  on  our  Texas  Instruments 
1500  Computers.  Call  1-800-527-3500. 


Texas 
Instruments 
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quipped  with  the  68030  microprocessor,  the  newest  Texas  Instruments  1500  Computer  (the  1590  model)  features  mote  than  twice  the  CPU  performance  (as  measured  by  the  Neal  Nelson's  Business 
enchmark)  of  the  original  15(X)  Computer  (the  1580  model)  equipped  with  the  68020  microprocessor 

warrants  the  covered  components  to  be  free  from  defects  in  manufacture  and  workmanship.  Labor  and  transportation  costs  are  not  included  Certain  conditions  apply.  See  your  Tl  Value  Added  Reseller 
details  DEC  is  a  registered  trademark  of  Digital  Equipment  Corporation  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&T.  Neal 
;lsons  Business  Benchmark  is  a  registered  ttademark  of  Neal  Nelson  &t  Associates,  Chicago,  Illinois. 
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MARKETS  &  INVESTMENTS! 


GOOD  AS  GOLD  ISN'T 
SO  GOOD  THESE  DAYS 


Precious  metals  grow  dimmer,  while  utility  stocks  shine 


I 


n  the  financial  markets,  as  in  phys- 
ics, for  every  action  there  is  an  equal 
and  opposite  reaction.  Rarely  has 
that  been  more  evident  than  in  the  mar- 
kets' rendezvous  with  the  slowing  econo- 
my. Fueled  by  declining  interest  rates 
and  ebbing  inflation,  equities  have 
climbed  to  a  20-month  high — and  utility 
stocks,  traditional  beneficiaries  of  lower 
interest  rates,  have  soared  to  their  high- 
est levels  ever.  But  there  is  no  rejoicing 
among  investors  in  gold  and  silver, 
which  have  reacted  to  declining  rates  by 
plummeting  to  their  lowest  levels  in 
three  years. 

And  this  double-edged  trend  is  likely 
to  continue,  so  long  as  interest  rates 
remain  in  check.  Gold  and  silver,  the 
usual  hedges  against  runaway  inflation 
and  a  weak  dollar,  have  been  on  the 
wane  since  Bloody  Monday.  Trading  at 
$365  an  ounce  on  May  24,  gold  has  de- 
clined $45,  or  ir/f  ,  since  the  beginning  of 
the  year,  and  the  more  volatile  silver  has 
dropped  14'/,  to  $5.17  an  ounce.  Mean- 
while, Standard  &  Poor's  Utilities  Index 
has  risen  16%,  outperforming  the  overall 
stock  market. 

Utilities  are,  of  course,  the  standard 
fare  of  conservative  investors,  and  their 
popularity  as  safe  havens  grew  after  the 
crash.  One  of  the  chief  attractions  of 
utility  stocks  are  their  dividends.  High- 
grade  electric  utilities,  currently  paying 
7%,  now  compare  favorably  with  Trea- 
sury-bill yields.  Telephone  companies, 
which  appeal  to  investors  because  of 
their  involvement  in  the  hot  cellular- 
phone  industry,  also  stand  to  benefit 
from  the  waning  business  outlook.  "The 
stocks  perform  well  in  a  time  of  econom- 
ic slowdown,"  notes  Edward  M.  Green- 
berg,  who  follows  telecommunication 
companies  for  Morgan  Stanley  &  Co. 
HIDE  AND  SEEK.  Although  power  compa- 
nies have  not  done  as  well  as  the  tele- 
phone stocks,  the  electrics  are  expected 
to  shine  if  the  economy  continues  to  wilt. 
The  reason  is  simple:  When  interest 
rates  decline,  costs  decline  for  power 
companies  that  are  borrowing  to  pay  for 
their  massive  capital  projects.  "The 
whole  issue  of  borrowing  holds  the 
group  together,"  notes  Thomas  J.  Ser- 
zan,  who  follows  electric  utilities  for 
Gruntal  &  Co.  Serzan  recommends  utili- 


ties with  strong  performance  and  above- 
average  dividend  growth,  including  Con- 
solidated Edison,  Montana  Power, 
PacifiCorp,  and  TECO  Energy.  Electric 
utilities  also  provide  protection  against 
an  economic  downturn  or  a  market  de- 
cline, making  them  a  "good  place  to 
hide,"  says  Suresh  L.  Bhirud,  chief  in- 
vestment strategist  of  Oppenheimer  & 
Co.  He  recently  recommended  that  in- 
vestors give  above-par  emphasis  to  elec- 
tric utilities  in  their  stock  portfolios. 


magnitude  as  the  greenback's  8.5%  r 
So  strong  is  the  dollar's  drag  that  g 
has  been  unafi'ected  by  usually  posi 
influences.  Analysts  note  that  the  unr 
in  China  is  the  sort  of  political  uphea 
that  normally  causes  gold  to  rally, 
there  has  been  no  such  impact. 
GOLD  RUSH.  Fear  of  oversupply  of  b 
gold  and  silver  doesn't  help  either, 
though  industrial  demand  for  silver  I 
been  increasing  for  six  years,  thanksji 
the  electronics  and  photography  inc 
tries  and  the  minting  of  new  coins, 
mand  is  too  modest  to  ofl^set  increal 
production.  U.  S.  silver  output  is  up 
so  far  this  year,  and  gold  productiorjs 
also  up  strongly.  "It  appears  that  inv^- 
ment  demand  will  have  to  rise  at  leb, 
877f  to  balance"  the  market's  increasi 
supply,  says  Ted  Arnold,  London-bajc 
metals  specialist  for  Merrill  Lynch  &  j). 

And  that  probably  won't  happS. 
Bearish  sentiment  about  gold  has  bai 
deepening  for  some  time,  and  thou) 


WHILE  UTILITY  STOCKS 
POST  NEW  HIGHS... 


...GOLD  PLUMMETS 
TO  A  THREE-YEAR  LOW 
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DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


•AS  OF  MAY  23 1 


But  gold  bugs,  it  seems,  have  no  place 
to  hide.  Aside  from  reverberations  from 
the  continued  prospects  for  low  infla- 
tion, the  yellow  metal's  woes  are  wors- 
ened by  the  strength  in  the  dollar.  Gold 
long  has  followed  the  opposite  course  to 
the  dollar.  When  gold  began  rising,  after 
a  long  flat  period  in  the  fall  of  1986,  the 
dollar  was  slumping.  And  of  late,  the 
dollar's  surge  against  the  yen,  the  West 
German  mark,  and  other  currencies  has 
been  hammering  gold's  performance.  In 
fact,  gold's  drop  this  year  is  of  the  same 


Although  gold  prices 
have  occasionally  revived, 
Ve  keep  seeing  lower 
lows  and  lower  highs' 


gold  prices  have  occasionally  revr 
"we  keep  seeing  lower  lows  and  loi 
highs,"  says  Jeffrey  N.  Mosseri,  an  a 
lyst  at  Goldsmith  &  Harris.  With  in 
est  rates  running  well  above  inflat 
investors  want  something  that  offer 
return  for  their  money.  Even  if  inflai 
did  loom  and  the  dollar  seemed  likelj 
tank,  it's  uncertain  whether  there  wo 
be  a  gold  rush.  Hedgers  might  inst 
move  into  currency  and  interest-rate 
tions  and  futures. 

For  now,  all  but  the  most  enthusianc 
gold  bugs  feel  that  the  precious  meJf 
haven't  hit  their  lows.  Analysts  sayiil 
ver  could  easily  crash  through  $5  4i 
ounce  and  that  gold  could  test  $350  3r 
ounce.  While  there  may  be  effortsto 
sustain  prices,  such  as  producers  wh- 
holding  supplies,  gold  and  silver  are  l  e- 
ly  to  remain  seriously  tarnished.  i. 

By  Troy  Segal  and  Gary  Weis^ 
New  York 
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4fter  all,  a  man  doesn't  get  promoted  every  day. 


talego  Y  Cia  1989 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you.  And  let  any  moment  worth 
savoring  linger  in  your  mind  with  the  taste  and  aroma  of  a  Macanudo. 

MACANUDO®  The  Ultimate  Cigar 


BY  GENE  G.  MARCIAL 

THERE'S  PLENTY 
OF  LIFE  IN  THIS 
OLD  GRAY  LADY 


uying  shares  in  New  York 
.Times  Co.  could  mean  good 
news  for  investors,  at  least  ac- 
cording to  some  pros  who  have  been 
snapping  up  Times  Class  A  stock.  No, 
the  Times  isn't  on  the  Street's  takeover 
hit  list,  and  for  good  reason.  A  trust 
set  up  by  the  late  Adolph  S.  Ochs  holds 
23%  of  the  Class  A  stock  and  837^  of 
Class  B  shares,  which  elect  nine  of  the 
14  directors.  The  trustees:  Times  Chair- 
man and  CEO  Arthur  Ochs  Sulzberger, 
Ochs'  grandson;  his  mother,  Iphigene 
Ochs  Sulzberger,  and  George  Shinn,  a 
Times  director. 

Nonetheless,  some  asset-value  play- 
ers find  the  diversified  communications 
company,  whose  primarj'  asset  is  The 
New  York  Times,  a  bargain.  "The 
stock  is  selling  at  less  than  half  of 
what  we  see  as  its  underlying  v'alues," 
says  investment  manager  Mark  Boyar, 
who  scouts  for  asset-rich  companies 
selling  at  deep  discounts.  The  stock  is 
now  selling  at  3OV2  a  share. 

Boyar's  estimate  is  based  on  the  pri- 
vate-market, or  breakup,  value  and  ex- 
cludes real-estate  assets.  The  New 
York  headquarters  alone,  he  figures, 
may  be  worth  more  than  $100  million. 

He  says  Times  shares  are  trading  at 
about  seven  times  operating  cash  flow, 
or  half  the  multiple  that's  attainable  in 
private-market  deals.  Recent  sales  of 
newspapers,  he  notes,  have  been  at  12 
to  15  times  operating  cash  flow.  The 
company  owns  26  daily  and  9  nondaily 
smaller  city  newspapers  mostly  in  the 
South  and  California,  as  well  as  16  spe- 
cial-interest magazines,  5  network-af- 
fiiated  television  stations,  and  an  kui 
FM  New  York  radio  station.  Times  has 
sold  its  cable  T\'  operations  and  agreed 
on  May  22  to  buy  McCall's  magazine 
for  an  estimated  $80  million. 

Ken  Berents,  an  analyst  at  Butcher 
&  Singer,  notes  that  the  newspaper  in- 
dustry' got  hit  with  skyrocketing  news- 
print costs  in  the  past  two  years.  But 
he  expects  the  profit  squeeze  to  ease 
this  year.  True,  Times  posted  poor 
first-quarter  results,  but  Berents  sees 
a  brighter  second  half  as  retail  and 
classified  ads  rebound.  He  projects 
earnings  of  $2.25  a  share  in  1990  vs.  an 
estimated  $1.90  this  year. 

Boyar,  on  the  other  hand,  focuses  on 
Times  as  an  undervalued  assets  play. 


NEW  YORK  TIMES 
IS  SPRINTING  AHEAD 


JAN.31 
▲  DOLURS 


MAY  24 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


Although  the  Ochs  family  controls  a 
big  chunk  of  the  stock,  he  says,  "one 
shouldn't  rule  out  some  divisiveness 
among  the  younger  members  of  the 
family,  down  the  road."  He  notes  that 
about  40%'  of  the  more  than  200  compa- 
nies he  has  picked  as  asset  plays  have 
been  acquired  or  restructured,  no  mat- 
ter who  controlled  the  stocks.  You 
can't  say  that  it  won't  happen  at  New 
York  Times,  argues  Boyar. 

Here's  how  he  values  Times  assets: 
The  New  York  Times,  $3.2  billion;  re- 
gional papers,  $1.1  billion;  magazines, 
$260  million;  broadcasting,  $132  million; 
other  assets,  including  stakes  in  three 
Canadian  paper  mills  and  the  Interna- 
tional  Herald  Tribune,  $162  million; 
proceeds  from  the  sale  of  cable  TV  op- 
erations, $420  million;  and  cash,  $13 
million.  Total,  minus  debt  of  $322  mil- 
lion: $4.9  billion,  or  $63  a  share. 


'BIG  BUYING' 

AT  ROHM  &  HAAS? 


R 


kohm  &  Haas's  stock  has  been 
lagging  behind  the  rest  of  the 
Lchemical  group.  That  might 
soon  change,  however.  "Some  big  buy- 
ing is  going  on,  and  the  pros  behind  it 
are  doing  everything  to  shield  their 
move,"  says  one  New  York  arbitra- 
geur. The  stock  trades  at  33,  down 
from  its  yearly  high  of  37. 

Whispers  are  that  Centaur  Partners 
has  been  buying  shares  through  Gold- 
man Sachs.  Centaur  is  the  investor 
group  that  tried  to  take  over  Pennwalt, 
also  a  chemical  producer.  Centaur  lost 
out  to  Elf  Aquitaine.  Some  put  the 
breakup  value  of  Rohm  at  $60  a  share. 
But  a  hostile  attack  on  Rohm  will 


prove  difl[icult  because  47.5%  of  til 
stock  is  controlled  by  the  Haas  familj 
The  betting  is  that  a  friendly  buy] 
may  have  already  held  talks  with  son 
of  the  big  holders.  "If  Centaur  is  in  tlj 
stock,  it  may  have  gotten  wind 
something  about  a  merger  or  a  buyoii 
induing  an  LBO,  "  says  a  New  Yoii 
investment  manager.  A  Rohm  spokej. 
woman  says  nothing  is  going  on  in  thk 
the  Haas  family  has  repeatedly  e 
pressed  its  commitment  to  the  comp 
ny  and  Chairman  J.  Laurence  Wilso 
Sales  growth  at  Rohm  is  expected 
slow  this  year  from  last  year's  hot  K 
rate,  mainly  because  of  the  econoni 
slowdown.  Robert  Reitzes,  analyst 
Mabon  Nugent,  estimates  earnings 
$3.50  this  year  and  $3.80  in  1990  v 
last  year's  $3.46.  The  stock  is  selling 
a  p-e  of  only  9.4  times  1989  estimate 


CHECKING  OUT 
CHECKPOINT 


Shareholders  of  Checkpoint  Sji 
tems,  a  maker  of  warning  ai 
surveillance  systems  for  reta 
ers,  may  be  tempted  to  sell  now  th 
the  stock  has  jumped  to  9  from  6% 
April.  That  could  be  a  foolish  moi 
warn  some  pros. 

Why?  Money  managers  are  buyi: 
shares  on  expectations  that  several 
jor  retailers  will  soon  adopt  Chec 
point's  Counterpoint-Cheklink  securi 
system.  Checkpoint  uses  microproce 
sor  and  radio-frequency  technology 
its  security  tags,  which  stores  attach 
items.  The  device  imbedded  in  tl 
Cheklink  tag  can  be  scanned  for  tl 
price  of  the  merchandise  at  the  chec 
out  counter  and  activates  an  alarm 
the  event  of  pilferage.  The  system 
being  tested  by  15  national  retaile: 
including  K  mart  and  Wal-Mart.  So; 
supermarket  chains  already  use  Chi 
link  in  their  countertop  and  handh 
scanners.  Cheklink  accounted  for  1 
of  Checkpoint  sales  in  1988. 

Revenues  will  jump  once  the  big  0 
lets  start  using  Cheklink,  says  0 
New  York  investment  manager.  T 
company's  earnings  this  year,  he  fi| 
ures,  will  leap  to  50$  a  share  and  to 
in  1990  vs.  12$  in  1988.  Earnings  co 
go  even  higher,  he  says,  because, of 
distribution  agreement  Checkpoi 
signed  in  mid-May  with  London-bas 
Automated  Security  (Holdings)  p: 
Checkpoint  says  the  accord  will  p: 
duce  sales  of  $21.5  million  in  1990.  Til 
new  pact  will  give  Checkpoint  a  stror] 
prsence  in  Europe,  says  Chairman  ai- 
CEO  A.  E.  Wolf. 


i 
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E-Mail  just  became 
Executive-Mail 

Commander™  EIS  puts  the  power  of  PROFS™ 
at  your  executives'  fingertips. 


inunander  EIS,  the  leading  executive 
)nnatioD  system,*  lets  you  take  your 
apany's  pulse,  literally  with  your 
;ertip.  Using  the  ease  of  touch  screen 
orting,  you  get  a  complete  overview  of 
ir  business  in  seconds.  Bulky  briefing 
)ks  and  stacks  of  paper  are  trans- 
Tied  into  concise,  timely  electronic 
orts  tailored  to  meet  each  executive's 
sonal  needs. 

d  now,  when  information  triggers  a 
ii  to  communicate,  you  can —with 
t  a  touch  of  the  screen.  Commander's 
;cutive-mail  lets  you  electronically 
id  memos  and  attach  copies  of  Com- 
uder  screens  or  reports  quickly  and 
illy  to  any  PROFS  user.  Receiving 
lil  from  PROFS  users  is  just  as  easy. 


Wl 

\ 

MEA 

EAST 

HEQION 
N*w  Yorii 

Ashed  MJ  In  ChiCtigo  to  oiploin 
v;iriance  by  Tuesday  Is  it 
timmg  Of  did  wo  loso  Ihc  doal? 

Bclon 

sou™  • 

ABM 

^   

100.000 

iio,*u  11 

C£NTIIiU. 

Chlcaoa 

2*0.000 

1S8.71I 

SL  Loult 

140.0O0 

14J.471  2 

h  Commander  EIS's  reminder  capability  you  can 
otate  reports  on-screen  and  file  them  for  follow- 
Wer.  Commander  will  remind  you  to  review 
n  on  the  day  you've  noted.  You  can  even  store 
arts  so  updated  versions  are  available  when 
unander  prompts  your  review. 


Commander  EIS 

Slatui  Rtports        Invtttlgat*  Ncwswlrt* 


Intsmational     Human  RatourcM , 


ill-featured  executive  information  system, 
lunander  EIS  offers  status  reporting,  ad  hoc 
estigation,  access  to  Dow  Jones  News/Retrieval, 
cutive-mail  and  reminder,  all  with  a  unique,  easy 
ise  graphical  user  interface. 


ent  Mail 

14  Items 


■  Subject:  Protections  for  next  quarter. -Wfa«t«n.  p. 
Rom:  Kim  White  ~ 
Subject:  Status  of  contract  negotiations 


Rom:  Bill  Danielson 

Subject:  Answers  to  your  questions  at  lunch 


1         4/6/89  8:21 

~  4/6/89  9:02^ 
ect  

4/6/89  10:15  I  - 
ggion  

4/6/89  13:15  I 


4/6/89  14:48 


Commander  EIS's  new  executive  interface  to  IBM's  popular  PROFS  e-mail  not  only 
makes  electronic  communication  easy  for  top  executives,  it  makes  it  an  integral  part  of 
your  executive  information  system. 


Marketshare  Analysis 

Far 

U.S.        Eurap*  EaM 

rl'lBOQiQiSQ 

^iQfflaiQBsn 


Commander  EIS's  advanced  packaging  and  graph- 
ics tools  make  it  easy  for  information  providers  to 
access,  analyze,  present  and  distribute  informa- 
tion throughout  your  organization. 


International  Data  Corporation's  "Decision 
Support  and  Executive  Information  Systems: 
Markets  and  Trends"  (Nov.  88)  shows  that 
Commander  EIS  is  the  leader  with  a  52% 
market  share. 

Trademarks:  PROFS/lntemational  Business  Machines  Corp 
©1989  Comshare,  Incorporated  All  nghls  reserved 


Commander  EIS  gives  top  executives 

the  information  to  make  better  deci- 
sions and  the  ability  to  communicate 
more  effectively.  For  a 
free  report  on  how  EIS 
can  benefit  your  organi- 
zation, or  for  information 
on  free  EIS  seminars, 
contact  Chris  Kelly  at: 
1-800-922-7979 
in  Michigan:  313-994-4800 
in  Canada:  1-800-541-1780 


Commander  EIS  runs  on  IBM  mainframes  using  VM/CMS  or 
MVS/TSO  operating  systems:  and  DEC  VAXA/MS.  Commander 
EIS  Executive  Workstations  run  on  IBM  PC  AT.  PS/2  and  (ully  com- 
patible computers  with  EGA  and  a  mouse  or  a  touch  screen. 


CX3M5HARE. 

3001  South  State  Street 
Ann  Arbor,  Michigan  48108 
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oftware  Report 


NETWORKING  I 


THE  PERSONAI  COMPUTER 
FINDS  ITS  MISSING  lINK 

New  hardware  and  software  are  making  networks  the  hottest  ticket  in  the  computer  industry 


For  Donald  F.  Tuline,  1983  was  a 
year  to  remember.  He  had  just  tak- 
en over  as  president  of  Richmond 
Savings  Credit  Union  of  Richmond, 
B.  C. — and  stepped  into  a  crisis.  His  com- 
pany was  drowning  in  bad  loans,  the 
result  of  a  slump  in  the  fishing  industry 
and  a  collapse  in  Vancouver  real  estate. 
But  rather  than  cut  back,  Tuline  decided 
to  grow.  His  plan  was  to  attract  new 
business  by  charging  for  service  accord- 
ing to  a  sliding  scale  that  gave  increas- 
ing discounts  to  his  highest-volume  cus- 
tomers. The  problem  was  that  the  credit 
union's    minicomputer    software  Ti^'^ 
couldn't  be  fine-tuned  to  do  the  fi-  ^j/j 
nancial  analysis  needed  to  design  /'^/ 
the  sliding  scale,  and  Richmond     (  / 
Savings  couldn't  afford  a  larger 
system.  Ojr^y 

Tuline's  solution  ^^ml'^J/ 
was  a  personal      N  ^ 
computer  net-  \  ^ 't? 

work  connect- 
ing 250  tellers  in 
six   offices.  Al 
though  it  cost  $1 
million  to  install,  that 
was  at  least  30%  less 
than  for  a  new  mini- 
computer system, 
Tuline  says. 
The  new  pricing 
scheme  has  in- 
creased service 
revenues  by  some 
annually 


since  it  took  effect  in  late  1987.  But 
more  important  is  the  flexibili-  .  ^  ^ 
ty  Richmond  Savings  has 
gained  from  a  network.  It  writes 
custom  software  for  itself,  helps 
customers  with  their  tax  re-  . ,  yy 
turns,  and  does  its  own  direct 
mail  promotions.  And  the  PCs  on 
the  network  are  used  for  such  routine 
office  tasks  as  word  processing.  Now, 
Tuline  says,  "we're  five 
years  ahead"  of  com 
petitors,    who  wi 


"have  to  bite  a  major  bullet"  id 
Kvv>>  install  their  own  networks.     I  -% 
After  years  of  fits  and  stas, 
PC  networks  are  coming  of  ae.  : « 
Like  their  big  brothers,  je  .'Ji 
mainframe  and  minicompifer  co 
networks  that  run  automiic  •  ai 
teller  machines  or  airline  re?r-  » 
vation  systems,  PC  networks  are  cap^le  . 
of  zapping  information  from  one 
desk  to  another  at  lightning 
speed.  But,  as  Richmond  Sav- 
ings learned,  they  also  do 
more. 

Now,  increasing 
numbers  of  busi- 


$429,000 


THE  VERSATILITY  OF 
PC  NETWORKS... 

►  They  make  if  much  easier  for  employees  to 
communicate  by  computer 

►  They  thus  save  time  by  cutting  down  on  meet- 
ings and  enabling  several  employees  to  concen- 
trate on  the  same  problem 

►  They  make  it  easier  to  digest  larger  amounts 
of  information,  letting  a  company  react  faster 
and  generally  be  more  competitive 

►  They  improve  the  return  on  investment  in 
computers  by  combining  the  use  of  the  machines 
in  new  ways  to  solve  problems 

►  They  can  cut  software  costs  by  eliminating 
duplicate  purchases  of  programs 


...PLUS  THE  lOWER  COST 
PC-BASED  SYSTEMS. 

Sample  cost  for  a  network  of  20  workstatii* 
using  personal  computers  vs.  terminals  attifie^J* 
to  a  minicomputer  or  mainframe.  The  comp  sc 
assumes  the  same  workload  on  similar  jobiflo 
that  training  time  and  productivity  gains  an  ~ 
equal  between  systems.  Hardware:  33  Mf 
80386  Personal  Computer;  Digital  Equipme 
VAX;  low-end  IBM  mainframe 


PC  network 


$9.')0I 


Terminals  tied  to  a  minicomputer  $30(}0( 


Terminals  tied  to  a  mainframe 


$6  rliti 
 (IT 


DATA:  BW,  COMMUNICATIONS  NETWORK  ARCHITEaS  INC. 
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5S  customers  are  making  the  same  dis- 
'ery,  and  they  are  turning  networks 

0  the  hottest  growth  segment  in  the 
nputer  industry.  Worldwide  sales  of 
work  hardware  and  software  jumped 
%  in  1988,  to  $4.8  billion,  according  to 
rket  researcher  Dataquest  Inc.  Al- 
idy,  15%  of  the  40.1  million  PCs  in 
S.  businesses  are  linked  together.  By 
)2,  47%  of  the  60.1  million  desktop 
nputers  then  in  use  will  be 
worked,  says  market  researcher  In- 
national  Data  Corp.  Companies  that 

1  network  hardware  and  software, 
;h  as  Novell  Inc.  and  3Com  Corp.,  are 
lefiting  in  a  big  way:  Novell's  1988 
es  rose  53%,  to  $281  million,  and 
Dm's  were  up  61%,  to  $252  million, 
yond  that,  networks  boost  demand  for 
sic  computing  power — PCs,  disk 
ves,  and  the  like.  That  should  help 

computer  makers  at  a  time  when 
their  growth  has  slowed 


from  double  digits  to  less  than  10% 
annually. 

The  current  surge  in  network  sales  is 
being  fueled  by  the  arrival  of  critical 
hardware  and  software — and  the  expec- 
tation of  more  to  come.  Novell  and 
3Com  are  just  now  delivering  up- 
dated network  operating  sys- 
tems, the  basic  software  that  lets 
PCs  work  together.  These  pro- 
grams take  better  advantage  of 
the  newest,  most  powerful  PCs  on  the 
market. 

THANKS  FOR  SHARING.  That's  just  the 
start.  On  May  16,  after  an  expenditure 
of  an  estimated  $500  million  in  just  two 
years,  IBM  unveiled  a  series  of  software 
packages  that  for  the  first  time  will  let 
PCs,  minicomputers,  and  mainframes 
share  information  easily  and  work  to- 
gether on  computing  tasks.  Industry 
watchers  expect  that  the  1990s  will 
bring  a  slew  of  more  sophisticated  net- 


works that  will  transform  the  PC  from 
what  it  most  often  has  been  in  the 
past — a  useful,  one-person  tool — into 
something  much  better.  PCs  will  be  a 
means  for  sharing  vast  amounts  of 
information  to  more  quickly  solve 
problems  or  get  new  products 
out  the  door  or  respond  to  a 
competitor — in  short,  to  im- 
prove productivity  and  the 
quality  of  goods  and  services. 
"We're  talking  about  a  world  that's  to- 
tally interconnected,"  says  Robert  W. 
Stearns,  a  vice-president  at  Motorola 
Inc.'s  Codex  communications-equipment 
unit.  "We  will  take  it  for  granted — the 
way  we  do  the  phone  today." 

Ultimately,  networks  will  do  a  lot  of 
work  that  humans  will  never  see.  With 
the  right  software,  for  instance,  a  sales 
manager  working  on  a  quarterly  budget 
will  be  able  to  ask  the  computer  to  find 
a  particular  salesperson's  results  from 
the  preceding  quarter  to  plug  into  the 
spreadsheet.  With  the  budget  still  on  its 
screen,  the  PC  will  call  across  the  net- 
work, find  the  right  information,  and 
place  it  in  the  correct  column.  The  entire 
operation  might  take  a  few  seconds  rath- 
er than  the  hours  or  days 
necessary  to  track 
^^^^^  ^  information  by 
f  rl  %  telephone  or 
v,^  '  )  with  a  request 

^^jjy^  to  the  corpo- 
rate computer 

staff. 

It's    true  that 
fully  automated 
networks   are  at 
least  a  couple  of 
years  off.  For  now, 
many  PC  networks  are  still  do- 
ing simple  tasks,  such  as 
sending  documents  to  a  laser 
printer.  Most  net- 
works won't  do  a 
lot    more  until 
networking  com- 
panies quit  bicker- 
ing over  whose  ap- 
proach is  best  and 
agree  on  some  sorely 
needed  technical  stan- 
dards that  will  let  all  types 
)f  networks  communicate 
isily.  Indeed,  the  lack  of 
ch  standards  has  made  it 
,rd  for  software  companies 
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to  produce  applications  software  that 
will  let  networks  achieve  their  promised 
versatility. 

"Networks  haven't  [yet]  lived  up  to 
their  promise  of  making  people  smart- 
er," says  Larry  V.  Moore,  general  man- 
ager of  Lotus  Development  Corp.'s  Of- 
fice Systems  Group.  "The  software  has 
lagged  behind."  In  a  survey  done  over 
the  past  year,  Lotus  customers  over- 
whelmingly said  they  need  better  soft- 
ware to  make  their  network  investments 
more  useful.  Little  wonder,  then,  that 
companies  such  as  IBM,  Lotus,  and  Mi- 
crosoft have  made  networking  a  key 
strategy  for  the  1990s. 
REPORT  CARD.  Producing  the  needed 
software  is  a  tall  order.  The  networked 
microcomputers  of  the  1990s  will  be  able 
to  do  several  jobs  simultaneously  be- 
cause they'll  have  the  power  of  a  con- 
ventional minicom- 
puter. And  by 
definition,  that 
means  that  the  soft- 
ware for  them  will 
be  a  lot  harder  to 
write.  After  four 
years,  for  instance, 
Hewlett-Packard  Co. 
is  still  at  work  on 
programs  called 
"agents"  that  will 
take  advantage  of 
the  PC's  ability  to  do 
many  things  at  once. 
An  agent  might 
automatically  com- 
pile a  report  every 
time  fresh  sales  data 
arrive  and  then  dis- 
tribute the  report  to 
the  appropriate  man- 
agers. "A  lot  of 
white-collar  work  is 
repetitious  and  rou- 
tine," says  Robert  J. 
Frankenberg,  general  manager  of  HP's 
Information  Systems  Group.  "Agents 
can  automate  a  good  portion  of  that." 

Agents  are  part  of  a  broader  HP  proj- 
ect called  NewWave,  which  provides 
IBM-compatible  PCs  with  a  graphic  "user 
interface"  similar  to  that  of  Apple  Com- 
puter Inc.'s  Macintosh.  The  program  is 
the  subject  of  a  copyright-infringement 
suit  by  Apple  against  HP  and  its  develop- 
ment ally,  Microsoft  Corp.  But  New- 
Wave also  has  network  functions  that 
let  applications  programs  written  by  dif- 
ferent suppliers  share  data.  So  if  one 
person  on  the  network  updates  figures 
on  a  Lotus  spreadsheet,  a  Software  Pub- 
lishing Corp.  program  that  produces  a 
graph  of  that  spreadsheet  on  another  PC 
would  be  automatically  updated,  too. 
Digital  Equipment  Corp.  is  working  on 
programs  with  similar  features. 


The  most  important  developments, 
however,  are  expected  in  data-base  pro- 
grams, the  software  that  catalogs  corpo- 
rate information.  That's  where  IB.M  has 
placed  most  of  its  effort.  Its  data-base 
program  will  be  available  on  main- 
frames, minis,  PCs,  and  so-called  file 
servers — high-powered  desktop  ma- 
chines that  function  as  the  repository 
for  shared  information  in  a  network. 
Once  network  connections  are  in  place, 
and  when  the  right  applications  software 
is  available  about  a  year  from  now,  a 
worker  using  an  IBM  PS/2  should  be 
able  to  look  for  information  anywhere 
on  the  network  without  having  to  know 
in  which  machine  it  is  stored. 

Software  companies,  too,  are  trying  to 
get  different-size  computers  to  share  in- 
formation. One  approach  is  a  data-base 
program  called  SQL  Server,  developed 
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jointly  by  Microsoft,  PC  data-base  devel- 
oper Ashton-Tate  Co.,  and  Sybase  Corp., 
a  maker  of  minicomputer  data-base  soft- 
ware. SQL  Server  connects  the  network's 
central  computer  to  any  PC  that's  run- 
ning a  data-base  program.  It  also  per- 
mits several  workers  to  search  for  the 
same  information  simultaneously.  Pub- 
lishers of  minicomputer  data-base  soft- 
ware such  as  Oracle  Corp.  and  Relation- 
al Technology  Inc.  also  are  adapting 
programs  to  run  on  desktop  machines. 

Networking  is  also  inspiring  other 
new  programs,  the  way  the  advent  of 
the  PC  led  to  spreadsheets.  One  of  the 
most  talked-about  developments  is  a  cat- 
egory called  groupware — programs  that 
are  aimed  at  improving  communications 
within  groups  of  workers  (page  130). 
Built  mostly  around  electronic  mail  sys- 
tems, groupware  keeps  calendars,  sched- 


ules meetings,  and  tracks  projects 
everyone  in  a  group.  A  supervisor  cjii 
even  use  it  to  tell  what  employees  are  pi  .apre 
to  at  a  given  moment,  as  long  as  thjd  \^ 
are  using  their  computers.  j 
Sometimes  criticized  for  being  an  elik 
tronic  Big  Brother,  groupware  and  otY^.  _^  [, 
such  programs  have  the  potential  to  r; 
ically  alter  the  way  corporations  are 
ganized.  Already,  companies  that  rely 
E-mail  for  internal  communications 
finding  that  the  technology  changes  ci 
porate  behavior.  E-mail  becomes 
main  means  of  communication,  a  mek,tu 
um  for  circulating  memos  and  discur" 
ing  important  issues.  Companies  s 
that  E-mail  eliminates  some  meetin 
and  makes  those  that  are  necessa 
more  productive  since  participants  c 
confer  electronically  beforehand. 
Mrs.  Fields  Inc.,  a  chain  of  650  cool 
shops  based  in  Pa 
City,  Utah 
claims  that  its  E-m 
network  has  kept  t  l^j^jj 
organization  le; 
and  mean.  Its  n 
work,  which  fee 
business  data  ba 
and  forth  betwe 
headquarters  a; 
the  stores,  has  elii 
nated  paperwork  < 
cept  for  forms 
quired  by  the  U, 
government.  T, 
network  also  le; 
employees  send  co,- 
plaints  or  sugg( 
tions  back  to  hei 
quarters.  Accordi: 
to  Chief  Executi 
Randall  K.  Fiel^ 
that  has  flatteni 
the  corporate  hieri 
chy  and  let  mana^^-' 
ment  hear  firstha: 
what's  happening  in  the  trench* 
"Many  companies  would  not  want  son 
one  at  the  first  level  to  be  able  to  se: 
messages  to  the  chairman  of  the  boarc 
says  Fields.  But  with  this  system, 
says,  Mrs.  Fields  operates  with  just  1 
headquarters  employees — about  or 
fifth  the  staff  his  $185  million  operati' 
otherwise  would  need. 
CONSTANT  COMMENT.  E-mail  also  has  1 
come  deeply  ingrained  in  the  corpora 
culture  at  dec.  After  years  of  E-mail  u 
by  98,000  employees  in  33  countries,  t 
DEC  network,  which  uses  both  PCS  ai 
minicomputers,  has  become  a  social  ins 
tution  as  well  as  a  corporate  tool,  d: 
networks  include  special  forums  that  1 
employees  share  their  thoughts  on  a  \ 
riety  of  topics  from  politics  to  datin 
DEC  employees  relocating  overseas,  f 
example,  can  prepare  in  advance  I  ^ 
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ping  up  a  dialogue  with  DEC  workers 
:ady  tiiere. 

0  enrich  the  conversation,  workers 
e  even  developed  codes  to  express 
)tions.  For  example,  a  in  a  mes- 
e  represents  a  wink  and  a  is  a 
vn.  And  because  the  electronic  medi- 
allows  equal  access  to  both  big  shots 

the  lower  echelons,  it  encourages 
•kers  to  speak  up.  It's  like  the  em- 
^ee  who  wilts  in  meetings  but  comes 
)ss  forcefully  on  the  phone,  says  M. 
nar  Talbert,  a  dec  customer-service 
resentative  in  Denver.  "Multiply  that 
100  for  electronic  mail,"  he  says. 
,ike  DEC,  most  companies  that  are 
ing  to  tolerate  a  little  noise  say  they 
p  big  gains.  Coca-Cola  Foods  has 
rly  1,000  personal  computers  on  net- 
•ks.  The  Houston-based  Coke  subsid- 

which  makes  Hi-C  and  Minute  Maid 
es,  runs  standard  PC  programs  on  its 
work  but  also  lets  employees  tap 
nframe  data.  A  groupware  program 
5  has  improved  communications 
)ng  workers.  "It's  marvelous,"  says 
sryl  Currid,  the  company's  director  of 
ilied-information  technology.  "We 
e  literally  eliminated  those  little  pink 
ne  slips." 

NG  IT  RIGHT.  And  there  are  more  sub- 
itial  benefits.  For  instance,  Coca-Cola 
ids  uses  a  networked  data-base  pro- 
rn  to  schedule  and  monitor  produc- 

1  in  seven  plants  across  the  U.  S.  This 
r,  the  system  will  save  the  company 
nillion  to  $2  million,  Currid  estimates, 
er  savings  are  more  difficult  to 
ntify.  But  the  company's  network 

more  fully  automated  Coke  Food's 
)unting  system,  reducing  the  number 
spreadsheets  in  use  from  40  to  2. 
e've  given  25%  of  their  time  back  to 

financial  analysts,"  she  observes. 
)w  do  you  put  a  dollar  value  on 
t?" 

urrid  is  convinced  that  networks  are 
key  to  realizing  a  sufficient  return 
nvestments  in  computers.  Before  her 
ipany  switched  to  networks,  most  of 
PCS  were  turned  off  much  of  the 
3.  "Now,  if  a  person  is  here,  his  com- 
er is  on,"  Currid  says.  She  adds:  "A 
of  [companies]  say  that  their  PCs 
e  not  made  them  more  productive, 
the  reason  is  that  they  didn't  do  it 
It." 

'oing  it  right  requires  a  great  deal  of 
ertise — and  sometimes  a  healthy 
e  of  old-fashioned  skepticism.  Compa- 
;  have  many  legitimate  reasons  to 
•ry  about  the  security  on  networks, 
ildn't  proprietary  and  sensitive  infor- 
;ion  fall  into  the  wrong  hands?  Could 
ipetitors  or  hackers  work  their  way 
I  a  network?  Is  it  possible  for  employ- 
to  accidentally  change  data  that 
y^'re  not  even  supposed  to  be  able  to 

he  answers  are  yes,  yes,  and  yes, 


HOW  TO  CHOOSE  A  NETWORK 


DECIDE  IF  YOU  NEED  ONE 

If  your  employees  spend  more  time  swapping  disks  and 
trying  to  locate  data  than  working  on  their  spreadsheets, 
you  need  one.  Networks  won't  only  improve  communi- 
cations between  employees.  They'll  also  boost  the  re- 
turn on  your  computer  investment.  Coca-Cola  Foods  in 
Houston  noted  a  surge  in  PC  use  once  its  network  was 
installed.  A  network  doesn't  have  to  be  a  huge  expendi- 
ture. A  20-workstation  PC  network  will  run  about 
$95,000,  including  operating  system  software  and  some 
applications  software.  Training  costs  are  additional. 


JUST  BUY  WHAT  YOU  NEED 

If  all  you  need  is  communication  among 
workers  in  the  same  department  or  office, 
buy  a  local  network.  If  you  need  to  communi- 
cate off-site,  you'll  want  a  wide-area  network. 
Aetna  Life  &  Casualty,  for  instance,  has  both. 
Whatever  network  you  buy,  be  sure  that  sev- 
eral dozen  independent  software  companies 
write  programs  for  it — so  you  can  get  more 
sophisticated  software  later  on. 


GET  THE  RIGHT  SOFTWARE 

Buying  network  versions  of  the  software  you 
use  now  can  save  money.  For  instance,  if  you 
have  a  20-person  network,  but  only  six  workers 
simultaneously  use  Lotus  1-2-3,  you'll  pay  for 
six  copies  even  though  all  20  employees  can  use 
the  program.  You'll  want  one  standard  program 
for  each  application,  such  as  word  processing  or 
accounting,  so  files  can  be  exchanged.  You'll 
also  need  programs  that  can  find  files  that  are 
lost  or  damaged. 


MAKE  SURE  SOMEONE'S  IN  CHARGE 

You'll  need  a  network  administrator  who  can  do 
day-to-day  housekeeping,  monitor  the  system's 
security,  provide  backup  and  recovery,  perform 
maintenance,  and  establish  training  procedures.  If 
a  network  becomes  a  political  issue  because  of 
tensions  over  who  controls  the  corporate  data, 
you  may  want  to  hire  from  the  outside.  But  you'll 
also  need  a  high-level  executive  to  monitor  issues 
such  as  network  security.  That's  why  some  com- 
panies have  created  the  chief  information  officer 
position. 


4y 


TEACH  EMPLOYEES  TO  USE  THE  NETWORK 

Without  good  training,  you  have  nothing. 
Beyond  that,  identifying  a  proponent 
within  each  workgroup  and  giving  that 
person  time  to  work  with  others  will  im- 
prove acceptance  of  the  system  and  may 
lead  to  good  ideas  on  how  to  use  it.  A  tell- 
er at  Richmond  Savings  Credit  Union  in 
Richmond,  B.  C,  customized  the  institu- 
tion's software  so  employees  on  any  of 
250  workstations  get  immediate  access  to 
the  financial  records  of  the  credit  union's 
40,000  customers. 
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"How  can  we  expect 
our  people  to  connect  if 
our  computers  can't?" 


Push  JOT  software 
to  ttie  limit. 


If  you  want  to  get  the  most  out  of  today's  new,  high-powered 
software  applications,  we  have  a  few  words  of  ad\'ice: 
Use  a  MciDsoft"  Mouse. 
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Microsoft 
Mouse 

&MicrosofK 
Windows/28^) 


Hie  Mkmsoft  Mouse  givesyou  easy 

access  to  all  the  powerful 
features  today  s  software  has  to  offer 


It  looks  innocent  enough  here,  but 

wait  imtilyou  see  how  the 
Mouse  makfs  your  software  scream. 


The  Mouse  can  unleash  your  software-and  take  full  advan- 
tage of  the  features  intended  to  make  your  work  easier 

With  the  Mouse  you  can  effortlessly  manipulate  menu-driven 
applications  without  taking  your  eyes  off  your  screen.  You  can 
pull  down  menus.  Highlight  text  in  one  fell  swoop.  Copy  cut  and 
paste  formulas  in  spreadsheets  easily  And  move  things  from  here 
to  there  without  any  command-key  mumbo  jumbo. 

Literally  hundreds  of  applications  support  the  Mouse. 
But  as  the  leading  software  developer  for  personal  com- 
puters (and  one  of  the  first  to  bring  a  graphical  inter- 
face to  PC  screens) ,  we've  gone  a  step  farther: 
Microsoft  Windows/286  with  PC  Paintbrush*  for 
Windows,  Microsoft  Paintbrush  or  EasyCAD"'2 
actually  come  with  the  Mouse  (or  vice  versa). 
Already  the  Microsoft  Mouse  has  made 
its  way  into  the  hands  of  over  one  million 
personal  computer  users.  And  that 
number  is  sure  to  grow  even  faster  After  all, 
graphically  oriented  software  is  the  driving 
force  behind  improved  productivity. 
But  it's  the  Mcrcisoft  Mouse  that  puts  you  in 
the  driver's  seat. 


Miaosoft 
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works  take  on  voice,  video,  and  other 
capabilities. 

For  now,  however,  the  biggest  barri- 
ers to  better  networking  are  technical. 
Increasingly  complex  basic  software, 
such  as  the  OS/2  operating  system  from 
IBM  and  Microsoft,  have  stretched  devel- 
opment cycles  for  applications  programs 
used  on  networks.  Lotus'  original  1-2-3 
spreadsheet  took  five  man-years  to  de- 
velop. By  contrast,  its  latest  sequel,  re- 
lease 3.0,  already  has  taken  80  man- 
years.  That's  partly  because  the  new 
spreadsheet  will  have  to  work  with 
many  machines  on  a  network. 

Even  as  they  write  such  programs, 
moreover,  software  suppliers  must  sift 
through  a  confusing  array  of  operating 
systems  that  are  competing  to  become 
the  single  most  popular  standard  for 
networking.  Until  a  few,  dominant  stan- 
dard products  emerge,  the  cost  of  writ- 
ing network  applications  will  be  exces- 
sive, since  developers  will  have  to  write 
a  separate  version  of  their  programs  for 
each  operating  system. 

That's  what  is  slowing  the  arrival  of 
applications  software  for  networks. 
Networking  companies  such  as  Novell 
and  3Com  even  complain  that  some  soft- 
ware developers  are  only  paying  lip  ser- 


'GROUPWARE':  BIG 
BREAKTHROUGH— 
OR  BIG  BROTHER? 


Long  ago,  it  now  seems,  the  personal 
computer  revolutionized  office  work. 
But  it  was  a  solitary  machine  and 
empowered  mainly  individuals,  not  groups 
of  people  working  together. 

Now,  the  emergence  of  powerful  office 
computer  networks  is  raising  hopes  for  a 
new  class  of  software  dubbed  groupware, 
which  promises  to  boost  the  productivity 
of  entire  teams  of  workers.  Such  pro- 
grams would  in  theory  improve  communi- 
cations between  employees  and  coordinate 
their  work  activities.  Says  Robert  Johan- 
sen,  director  of  the  New  Technologies  Pro- 
gram at  the  Institute  for  the  Future,  a 
Silicon  Valley  think  tank:  "The  business 
team  is  becoming  the  basic  unit  of  mea- 
sure rather  than  the  individual." 

Just  what  groupware  is  is  difficult  to 
say.  It's  often  described  with  such  touchy- 
feely  terms  as  "interpersonal  computer" 
and  "group  dynamics."  Yet  the  idea  is 


derived  less  from  New  Age  psychi 
than  from  research  funded  by  tl 
Defense  Dept.,  one  of  the  earliest: 
ognize  the  power  of  computer  netvi 
simple  example  of  groupware  is  : 
bund  Software  Inc.'s  For  Commei^  -iK 
age,  which  lets  workers  on  a  netvji* 
notate  a  text  document  without  ^  sa 
the  original.  u  -P 

GET  MOVING.  More  sophisticated  p: 
offer  a  wider  menu.  Sharedata 
Chandler,  Ariz.,  sells  INTO,  a  prog 
combines  electronic  mail,  a  grou 
dar,  and  other  functions  to  keep  e| 
on  a  network  organized.  Coo; 
Technology  Inc.  in  Trumbull,  Co: 
its  software  would  organize  a: 
small  business  or  corporate  dep; 
Due  out  in  March  of  next  year, 
route  work  through  a  customer's 
from  the  receipt  of  an  order,  say, 
the  shipment  of  goods  and  billiifii 
ning  on  a  network  of  personal  coi  siri 
the  program  would  constantly  tra 
waiting  to  be  done  and  notify  t  :Floi 
sponsible  to  get  going.  Enable  Sof 
Ballston  Lake,  N.  Y.,  has  a  progra 
Higgins  that  keeps  a  running  lo 
individual's  work  and  appointm 


MS 


•s  can  monitor  what  he  or  she  is 

er  companies  such  as  Apple 
,  Sun  Microsystems,  and  Hew- 
rd  all  see  groupware  as  a  key 
[0  pursue.  "The  most  important 
panies  have  is  to  improve  com- 
as," says  James  H.  Bair,  manag- 
groupware  project  at  Hewlett- 
3o. 

)me  of  the 
)histicated 
re  has 
only  mixed 
Customers 
,  for  in- 
lat  The  Co- 
,  a  group 
;ations  pro- 
)m  Action 
fies  Inc.  in 
Calif.,  requires  excessive  struc- 
their  interactiops.  The  program 
3n  work  by  company  co-founder 
ido  Flores,  who  believes  that  peo- 
i  work  together  better  if  they 
ich  of  their  interactions  using  a 
egories  he  developed.  One  might 
message  a  "request  for  action," 


for  example.  Critics,  though,  call  the  pro- 
gram "Naziware" — a  stinging  criticism 
for  Flores,  who  was  jailed  for  three  years 
in  Chile  by  Pinochet's  right-wing  regime. 
The  company  says  a  new  version  imposes 
less  structure. 

For  the  most  part,  however,  groupware 
is  more  benign,  and  better  technology  is 
helping  it  to  fulfill  its  promise.  Timbuktu, 
a  program  from  Far- 
allon  Computing,  en- 
ables two  Apple 
Macintosh  comput- 
ers on  a  network  to 
display  the  same  in- 
formation on  their 
screens,  even  as  it's 
being  changed.  And 
Xerox  Corp.  wants 
to  add  video  to  its 
groupware  system, 
so  people  can  see  each  other  as  they  work 
together. 

The  real  hurdle  may  simply  be  under- 
standing how  people  interact.  And  that, 
most  likely,  will  take  time — and  some  in- 
spired groupthink. 

By  Rich  Brandt  in  San  Franciso  and  John 
W.  Verity  in  New  York 


vice  to  networking.  "They're  focusing  on 
stand-alone  processing  because  it's  what 
they  do  best,"  says  Darrell  L.  Miller, 
executive  vice-president  at  Novell. 
"They're  not  as  network-aware  as  we 
would  like."  Part  of  the  problem  is  that 
producing  a  good  network  package 
sometimes  requires  starting  from 
scratch.  For  instance,  Microrim  Inc. 
spent  three  years  creating  its  Atlas  data- 
base program  for  networks. 

Still,  buyers  of  networks  are  starting 
to  get  more  of  what  they  need.  "A  year 
and  a  half  ago,  we  used  to  call  and  beg 
for  network  applications,"  says  Coca-Co- 
la's Currid.  "But  it's  getting  much  bet- 
ter now."  So  the  momentum  is  starting 
to  build.  It  may  take  a  decade  for  net- 
works to  deliver  the  miracles  they've 
promised,  says  Raymond  J.  Noorda,  No- 
vell's CEO.  But  he  sees  a  day  when  ex- 
tremely versatile  networks  will  do  auto- 
matically many  of  the  things  that 
humans  now  have  to  tell  computers  to 
do.  Adds  Noorda:  "They'll  talk,  see,  and 
almost  feel." 

By  Richard  Brandt  in  San  Francisco 
and  Deidre  A.  Depke  in  New  York,  with 
Geoff  Lewis  in  New  York,  Keith  H.  Ham- 
mojids  in  Boston,  Chuck  Hawkins  in  To- 
ronto, and  bureau  reports 


A  suite  at  L'Ermitage  Hotel  as  interpreted  by  Sheila  Elias,  Los  Angeles. 


There  is  no  such  thing  as 
just  a  room  at  L'Ermitage  Hotel. 
In  fact,  spacious,  luxurious  suites 
are  all  you  will  find  at  each 
of  our  hotels.  Anything  less 
just  wouldn't  be  you. 


L'ERMITAGE  HOTELS 
A  Collection  of  Originals 

L'Ermitage'  •  Bel  Age'  •  Mondnan 
Valadon  •  Le  Pare  •  Le  Duly  •  Le  Reve 

West  Hollywood  •  Beverly  Hills 
(800)  424-4443 

'Mt-mber  Small  Luxury  Hotels. 


THE  HAYES  SMARTMODEM  1200  Perfect  for  the  home  office  or 
when  you  have  to  bring  the  office  home. 

THE  HAYES  V-SERIES  SMARTMODEM  2400.'"  With  data  compres- 
sion delivers  4800  bps  and  beyond  with  error-control  over  dial-up 
lines.  PC  to  PC  or  PC  to- Host. 


THE  HAYES  SMARTMODEM  2400.'"  Higher  speeds  for  business.  Phf 
the  ability  to  go  from  PC  to  any  synchronous  or  asynchronous  Host,  'i''^ 


THE  HAYES  V-SERIES  SMARTMODEM  9600.'"  Throughput  of  1921 
bps  with  error-control.  PC-to-PC.  PC-to-Host.  Or  PC-to-LAN.  Over  " 

up  lines.  IQSQ  Haves  Microcomputer  Products. 


NO  ONE  MODEM  IS  RIGHT  FOR  EVERYBODY! 

UNLESS  IT'S  A  HAYES. 

At  Hayes  we  make  a  number  of  different  modems.  Stand-alone  and  internal.  No  one  is  right  for  everyone,  but] 
one  is  right  for  you. 

Whether  your  communication  needs  are  PC-to-PC,  PC-to-Host.  or  PC-to-Network,  we  have  the  modem  that' 
will  best  address  the  specific  tasks  you  need  completed. 

And  we  have  the  perfect  companion  software,  because  we  design 
it  ourselves.  Our  Smartcom  family  of  software  offers  a  full  range  of 
capabilities  that  will  satisfy  the  communication  needs  of  both  the 
power  user  and  the  novice. 

We've  also  created  peripheral  and  enhancement  products  ^  

designed  to  expand  your  system  and  improve  its  overall  performance. 

The  sum  of  these  products  is  a  company  that  provides  users  total  solutions  to  all  their  communication  prob- 
lems. Using  ordinary  dial-up  phone  lines. 

So  while  it's  not  true  that  one  modem  is  right  for  everybody,  it  may  very  well  be  true  that  one  moderr 
maker  is. 


Smartincxlem9600       ^  jj^^' 

HS         AA         CO         OH  HD 


For  your  nearest  Hayes  dealer,  call  800-635-1225.  Hayes  Microcomputer  Products.  Inc..  FO  Box  105203.  Atlanta.  GA  30348 
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CABLE  MOGUL'S 

ARING  DANCE  ON  THE  HIGH  WIRE 

ith  debt  at  Cablevision  piling  up,  Chuck  Dolan  just  keeps  on  buying 


(ablevision  Systems  Corp.  CEO 
Charles  F.  Dolan  isn't  afraid  to 
iipick  a  major-league  fight.  When 
f  &  Western  Inc. — which  is  10  times 
ger  than  Cablevision — recently  outbid 
an  for  the  rights  to  New  York  Yan- 
s  telecasts,  Dolan  dug  in  his  heels. 


ly  made  several  expensive  and  risky 
deals  that  put  his  company  and  his  pres- 
tige on  the  line.  He's  betting  that  cable 
will  keep  growing  and  that  Cablevision 
will  lead  the  field  in  its  two  major  busi- 
nesses— as  an  operator  of  cable  fran- 
chises and  a  provider  of  programming. 


.AN:  BRIGHT  IDEAS,  WELUHEELED  BACKERS— BUT  YANKEE  FANS  ARE  ANGRY 


blevision  Systems  dropped  G&w's 
dison  Square  Garden  Network  (MSG) 
protest  the  higher  rates  MSG  wants  to 
rge  for  adding  Yankees  coverage. 
in,  Dolan  kicked  sand  in  G&W  CEO 
rtin  S.  Davis'  face:  To  explain  Ca- 
vision's  position  to  the  500,000  New 
fk-area  subscribers  who  will  miss  the 
nes.  Chuck  Dolan  ran  ads  saying  that 
arty  Davis"  wanted  to  "steal  home 
h  your  money." 

'he  strategy  may  backfire.  Some 
te  and  local  consumer  advocates  are 
eatening  to  go  to  court  or  seek  regu- 
ons  that  would  force  Dolan  to  relent, 
t  Dolan  is  unmoved  by  the  critics: 
ley  feel  that  Cablevision  won't  be 
e  to  withstand  the  pressure.  They're 
ong."  Dolan  is  used  to  taking 
inces.  "He's  an  innovator,  and  he's 
gh  as  hell,"  says  John  Malone  of 
e-Communications  Inc.  (TCI),  the  conn- 
's biggest  cable  operator. 
)olan  had  better  be  tough.  He  recent- 


Dolan  boosted  his  clout  in  April,  when 
he  forged  a  programming  partnership 
with  NBC  Inc.  He  has  also  gone  on  a 
borrowing  and  buying  binge.  In  the  first 
few  months  of  1989,  he  paid  about  $549 
million  for  some  franchises  owned  by 
Viacom  Inc.,  and  an  additional  $18  mil- 
lion for  a  regional  sports  channel  in  Los 


Angeles.  Cablevision,  which  is  based  in 
the  Long  Island  town  of  Woodbury, 
N.  Y.,  also  announced  plans  to  launch  a 
sports  programming  service  for  Ohio. 
TURF  WARS.  Dolan,  62,  will  be  in  deep 
trouble  if  business  doesn't  keep  growing 
at  a  healthy  clip.  Cablevision  is  a  money- 
losing  operation  with  huge  debts.  Dolan 
has  more  than  doubled  Cablevision's  bor- 
rowings in  the  past  two  years,  to  nearly 
$1.3  billion,  to  buy  up  properties  (charts). 
The  1988  interest  payments  nearly 
match  his  $140  million  operating  cash 
flow.  With  rising  expenses  and  deprecia- 
tion, Cablevision  went  from  an  operating 
profit  in  1987  to  a  loss  of  $11.5  million  on 
sales    of   $493    million    last  year. 

All  of  Cablevision's  operating  losses 
come  from  its  programming  services, 
where  new  competitors  are  fighting  for 
the  same  turf — especially  in  sports.  Ca- 
blevision owns  SportsChannel  America 
and  seven  regional  SportsChannel  ser- 
vices that  buy  the  rights  to  broadcast 
hockey,  football,  and  other  games.  Over 
the  last  few  months,  Ted  Turner  and 
TCl's  Malone  have  announced  separate 
plans  to  launch  regional  sports  services. 
Meanwhile,  Cablevision's  two  film  net- 
works— Bravo  and,  in  a  partnership  with 
TCI,  American  Movie  Classics — also  face 
new  rivals,  such  as  Turner  Network 
Television  Inc.  (TNT). 

Dolan  is  untroubled.  "All  I'm  watch- 
ing is  cash  flow,  and  that's  improving 
every  year,"  he  says.  Shareholders  seem 
to  like  Dolan's  course.  Cablevision's 
Class  A  shares  went  public  in  1986  at 
$14.50.  They  now  sell  for  about  $41— 
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close  to  the  all-time  high  of  $43  hit  in 
April.  But  Dolan  doesn't  have  to  worry 
about  pleasing  outside  shareholders.  His 
family  owns  nearly  all  of  the  Class  B 
shares — which  gives  Dolan  the  power  to 
pick  nine  of  Cablevision's  13  directors. 

Investors  recognize  that  Dolan  thinks 
big.  Some  industry  sources  say  he's  even 
trying  to  find  partners  to  help  him  make 
a  bid  for  Time  Inc.  Dolan  says  he  never 
confirms  or  denies  such  stories,  but  he's 
clearly  interested.  "We've  been  looking, 
but  no  more  than  anyone  else,"  he  says. 
If  Time  were  on  the  block,  "there  are 
parts  we  would  love  to  have."  Indeed  he 
would — the  two  cable  programmers  and 
operators  have  a  lot  in  common.  Cablevi- 
sion  is  the  country's  eighth-largest  fran- 
chise owner,  with  more  than  1.3  million 
customers  in  11  states — mostly  in  the 
Northeast  and  Midwest.  Separately,  Do- 
lan runs  cable  operations  in  Boston,  Chi- 
cago, and  parts  of  New  York  City. 

Dolan  built  his  empire  by  paying  the 


going  prices  for  franchises  and  then 
marketing  his  services  to  the  hilt.  These 
tactics  often  work.  The  typical  Cable- 
vision  customer  buys  two  premium  chan- 
nels and  pays  about  $34  a  month.  That's 
the  highest  average  in  the  industry. 
DROPOUT.  It's  easy  to  understand  why 
Dolan  is  so  keen  on  cable.  The  industry 
made  the  Cleveland-born  entrepreneur  a 
wealthy  man.  Not  bad  for  a  guy  who 
dropped  out  of  Cleveland's  John  Carroll 
University  and  began  his  career  produc- 
ing radio  shows.  In  1952,  Dolan  decided 
to  move  to  New  York  City  to  work  for  a 
company  that  sold  news  footage  to  the 
TV  networks.  By  the  early  1960s,  he 
thought  he  could  make  a  buck  from  ad- 
vertisers who  wanted  to  reach  the  visi- 
tors cramming  New  York's  hotels.  He 
provided  the  hotels  with  cable  services 
and  used  some  channels  to  post  informa- 
tion about  convention  events  and  tourist 
attractions. 
When  the  business  proved  to  be  un- 


profitable, Dolan  tried  another  tack, 
sold  cable  services  to  New  Yorkers  vM 
found  it  difficult  to  get  a  clear  TV  pictiK 
amid  the  city's  skyscrapers.  In  1963,  ta 
city  awarded  Dolan  a  franchise  to  wg 
lower  Manhattan.  But  Dolan  was 
losing  money  by  the  1970s.  It  was  tlj 
that  he  hit  upon  an  idea  that  revolutil 
ized  cable:  Dolan  offered  viewers  shol 
that  they  could  only  get  on  cable,  incli 
ing  recent  movies  and  special  spol 
events.  And  he  charged  them  for  it.  T| 
service  became  Home  Box  Office  11 
Time  bought  HBO  and  the  New  York  s| 
tem  in  1973  and  sold  Dolan  some  Lo 
Island  franchises  that  he  used  to  fo| 
Cablevision. 

These  days,  Dolan  has  plenty  of  ba 
ers  with  deep  pockets.  General  Elecll 
Capital  Corp.  has  backed  his  biggj 
deals  (box).  As  Dolan's  investment  baf 
er,  Drexel  Burnham  Lambert  Inc. 
helped  Cablevision  raise  $162  million 
placed  a  representative  on  the  comi 


WHY  GE  IS  FIRMING  UP  ITS  CABLE  CONNECTION 


The  lenders  at  General  Electric 
Capital  Corp.  have  bagged  a 
lot  of  big  game  in  cable  TV 
since  September,  1986,  when  they 
formed  a  special  group  to  hunt  for 
deals  in  media  and  communications. 
By  the  end  of  1988,  the  General 
Electric  Co.  subsidiary  was  the 
country's  second-biggest  lender  in 
cable,  after  Canada's  Toronto-Do- 
minion Bank,  according  to  analysts 
at  Paul  Kagan  Associates  Inc.  GE 
Capital's  Corporate  Finance  Media 
&  Communications  Group  provided 
about  $1.2  billion  in  1988  to  cable 
buyers  and  builders — and  they're 
off  to  a  fast  start  this  year.  Why  so 
much  activity  in  a  single  year?  GE 
Capital  says  it's  because  cable  has 
offered  some  great  deals. 

But  a  number  of  cable  financiers 
have  a  different  explanation:  They 
believe  GE  Capital's  deals  are  de- 
signed to  turn  GE  into  a  major  force 
in  cable.  GE  Capital's  sister  compa- 
ny, NBC  Inc.,  recently  launched  a 
cable  channel  and  formed  a  pro- 
gramming partnership  with  Cablevi- 
sion Systems  Corp. 

The  GE  Capital  investments  could 
give  GE  an  entry  into  cable  operating 
systems.  The  company  has  backed 
such  active  buyers  as  Robert  M.  Bass, 
partners  I.  Martin  Pompadur  and  Elton 
Rule,  and  Cablevision's  Charles  F.  Do- 
lan. To  secure  the  riskier  loans,  GE 
Capital  has  taken  equity  in  their  cable 
properties.  The  terms  even  allow  the 


GE  CAPITAL'S  GROWING 
STAKE  IN  CABLE 

The  subsidiary  of  General  Electric  has  pumped 
more  than  $1.6  billion  into  financing  cable  deals 
since  January,  1988.  Among  them: 

CABLEVISION  SYSnMS  $755  MILLION 

In  two  separate  deals.  Chuck  Dolan's  company 
bought  the  Adams-Russell  cable  operations  in 
seven  Midwest  and  Northeast  states  and 
Viacom's  suburban  franchises  on  Long  Island 
and  around  Cleveland 

U.S.  UBLE  TELEVISION  GROUP  $378  MILLION 

A  partnership  run  by  Martin  Pompadur  and 
Elton  Rule  picked  up  Essex  Cable  and  C4 
Media  Cable,  a  collection  of  mostly  rural 
systems  in  the  Southeast  and  Midwest 

GEORGIA  CABLE  HOLDINGS  $270  MILLION 

The  Robert  M.  Bass  Group  affiliate  bought  two 
cable  properties  in  Atlanta's  suburbs 

STAR  CABLEVISION  GROUP  $235 MILLION 

The  Minnesota-based  cable  company  acquired 
five  small  cable  systems  in  the  rural  Midwest 

DATA:  GENERAL  ELEaRIC  CAPITAL  CORP. 


lender  to  take  over  some  franchises  if 
borrowers  don't  meet  ambitious  finan- 
cial goals.  "A  hiccup  here  and  a  hiccup 
there,  and  you  could  lose  your  compa- 
ny," says  one  investment  banker. 

GE  might  run  into  regulatory  prob- 
lems if  it  tried  to  operate  a  franchise 
on  its  own.  Because  it  owns  NBC, 
there's  a  possibility  that  GE  is  covered 


by  federal  rules  that  prohibit 
networks  from  controlling  cab 
systems.  The  networks  are  lobbyii 
to  have  the  restrictions  dropped. 

GE  Capital's  connections  may  ha' 
already  helped  NBC.  Cablevisio: 
Dolan,  for  one,  assumes  that 
relationship  with  GE  Capital  made 
easier  for  him  to  form  his  partn 
ship  with  NBC.  "By  the  time  N 
came  up,  GE  Capital  was  alreai 
lending  us  $800  million,"  he  e| 
plains.  "I'm  sure  that  when  [N 
CEO]  Bob  Wright  spoke  to  [ 
CEO]  Jack  Welch,  he  had  alrea 
heard  of  Cablevision."  GE  Capi 
and  NBC  deny  direct  ties  betwe^ 
their  deals. 

DEBT  GALORE.  Indeed,  GE  Capi 
wants  to  avoid  any  appearance  of| 
special  relationship  with  NBC.  "j 
we  don't  keep  them  separate,  othi 
clients  won't  come  to  us,"  sa; 
George  V.  Grune  Jr.,  the  executi 
vice-president  who  manages 
Capital's  Media  &  Communicatioi 
Group.  He  adds  that  GE  Capital  c 
fers  creative  packages  and  a  uniqi 
one-stop  service  that  provides  e 
erything  from  senior  debt  and  subon 
nated  debt  to  preferred  equity. 

It's  hard  for  outsiders  to  gue 
whether  GE  wants  more  than  intere 
income  from  GE  Capital's  deals.  But 
doesn't  take  an  insider  to  figure  o 
that  Jack  Welch  is  placing  some 
GE's  biggest  bets  on  cable's  future. 
By  David  Lieberman  in  New  Yo, 
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\n  innovation  from  Hertz 
youU  be  lost  without. 


Renting  you  a  car  is  only  part  of  oiu-  job  at  Hertz. 
We  also  want  to  help  you  get  where  you're  going. 
That's  why  we  introduced  Computerized  Driving 
rections  five  years  ago. 
And  why  we've  just  expanded  its  capabilities 
th  the  latest  computer  mapping  technology  (now 
ulable  at  10  of  our  busiest  locations).  The  video 
3nitor  displays  a  color  map  of  the  city  and  then 
aws  the  simplest  route  from  the  Hertz  location  to 
lere  you  want  to  go.  It  will  even  show  a  close-up 
ip  of  your  destination,  including  minor 
)ss-streets. 


Our  computer  monitors  display  a  menu  of  more 
than  500  local  destinations— hotels,  convention  cen- 
ters, sports  complexes,  sightseeing  attractions,  etc. 

Just  press  the  button  and  the  computer  will 
print  out  easy-to-follow  written  directions  (in  your 
choice  of  five  languages)  that  you  can  take  along 
with  you. 

Hertz  is  the  only  car  rental  company  that  offers 
you  such  a  helpful  navigational  aid.  In  more  than  70 
locations,  nationwide. 

So  why  go  out  of  your  way  to  rent  from 
anyone  else? 


1  HEG  U  S  PAT  OFF     HERTZ  SYSTEM  INC  1989 
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ny's  board.  Dolan  proved  to  be  a  faithful 
Drexel  ally  in  March,  when  he  signed  a 
newspaper  ad  in  support  of  Michael  R. 
Milken  after  the  junk-bond  king  was  in- 
dicted for  securities  law  violations. 

Dolan  has  won  this  strong  financial 
support  despite  earlier  setbacks.  In  1985, 
he  lost  his  47.5%  stake  in  a  Sacramento 
cable  franchise  after  failing  to  meet  a 
$34  million  obligation  to  his  partner, 
Scripps-Howard  Broadcasting  Co.  Dolan 


is  still  losing  money  at  the  Boston  fran- 
chise his  private  partnership  won  in 
1982.  City  officials  have  taken  him  to 
court  claiming  that  he  breached  his  li- 
cense agreement  by  raising  cable  rates 
and  failing  to  complete  the  system  by 
the  end  of  1988.  Another  money-losing 
partnership  also  fell  behind  schedule  in 
its  plans  to  provide  service  for  the 
Brooklyn  and  Bronx  franchises  that  Do- 
lan won  in  1979. 


SETTING  CABLE  FREE: 
DID  CONGRESS  UNLEASH  A  MONSTER? 


When  Congress  passed  the  law 
that  cut  cable  TV  loose  from 
regulation  beginning  in  1987, 
lawmakers  were  responding  to  pleas 
from  an  industry  that  feared  for  its 
survival.  Now,  legislators  are  wonder- 
ing whether  they  unleashed  a  monster. 
Rates  for  basic  cable — the  most  mini- 
ma! service  available — rose  nearly  20% 
in  1987  and  10%  in  1988  (chart).  Policy- 
makers also  are  concerned  about  the 
growing  concentration  of  power  in  ca- 
ble. The  top  five  operators  feed  42%  of 
the  cable  market,  which  now  includes 
more  than  half  of  all  T\'  viewers. 

As  constituents'  complaints  pile  up, 
members  of  Congress  have  proposed 
about  a  dozen  bills  designed  to  protect 
subscribers.  The  list  of  supporters  for 
reregulation  includes  such  Senate  vet- 
erans as  Wendell  H.  Ford,  Howard  I. 
Metzenbaum,  and  Albert  Gore.  "It's 
time  to  put  some  competition  back  into 
this  industry  and  put  some  brakes  on 
the  skyrocketing  rates,"  says  Gore. 
His  bill,  introduced  on  May  17,  would 
allow  cities  to  reregulate  prices,  make 
it  easier  for  telephone  companies  to  en- 
ter the  business,  and  require  the  Fed- 
eral Trade  Commission  to  investigate 
concentration  in  the  cable  industry. 
TAKEN  FOR  GRANTED.  It's  easy  to  see 
why  consumers  are  rebelling.  Many  TV 
addicts  now  consider  cable  an  essential 
expense.  They  look  at  the  hefty  rate 
increases  companies  are  asking  and 
disbelieve  claims  from  the  industry 
that  it  needs  more  money  to  improve 
services.  Sports  fans  are  finding  that 
some  professional  games  that  were 
once  shown  for  free  are  now  available 
only  on  cable — and  in  some  cases  only 
from  premium  channels  that  require 
additional  monthly  payments. 

There's  also  a  growing  suspicion 
that  when  operators  decide  which  pro- 
gramming services  to  buy,  they  favor 
business  partners  and  ignore  what 


viewers  want.  It's  hardly  a  fringe  view: 
Viacom  Inc.  made  the  charge  in  a  suit 
it  filed  on  May  9  against  Time  Inc.  The 
suit  claims  that  Time  used  its  collection 
of  cable  franchises — the  country's  sec- 
ond-largest— to  promote  its  premium 
channel,  Home  Box  Office,  at  the  ex- 
pense of  Viacom's  Showtime.  Time 
calls  the  charge  "totally  baseless." 
Congress  will  probably  act  slowly  in 


CABLE  RATES: 
THE  LID  IS  OFF 
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dealing  with  the  reregulation  propos- 
als. When  they  do  address  the  issue, 
legislators  may  tack  on  provisions  that 
favor  broadcasters:  Independent  and 
public  TV  stations  want  a  guarantee 
that  they  will  be  carried  on  local  cable 
systems.  Broadcasters  want  assur- 
ances that  they  won't  be  condemned  to 
the  Siberia  of  the  cable  dial — those 
channels  where  viewers  rarely  flip. 

Reregulation  isn't  quite  yet  an  issue 
whose  time  has  come.  But  the  momen- 
tum has  shifted  away  from  the  cable 
operators.  Legislators  are  waiting  for 
evidence  that  deregulation  wasn't  a  big 
mistake. 

By  Tim  Smart  in  Washington 


Dolan's  public  relations  in  New  Y'*i 
City  suffered  a  bigger  blow  whenie 
locked  horns  with  G&w  over  the  \q- 
kees.  The  dispute  began  in  Novemlr, 
when  MSG  won  the  right  to  air  75  'in- 
kee  games  a  season  in  1989  and  liO, 
followed  by  150  games  a  year  throi:h 
2000.  After  several  meetings,  Dolan  id 
Davis  couldn't  resolve  their  differenc;. 

The  problem?  MSG,  which  is  suppoi|i 
by  advertising,  wants  operators  to^ 
elude  the  channel  as  part  of  the  bat 
service  available  to  all  cable  custom^. 
Dolan  wants  to  sell  MSG  as  an  extra-ost 
premium  channel,  similar  to  HBO.  Dc-e 
says  he's  fighting  for  freedom  of  choe 
All  his  customers  would  pay  higjr 
rates  if  he  agreed  to  MSG's  terms,  at 
MSG  says  Dolan  wants  to  hurt  MSG,  ejn 
if  it  means  penalizing  Cablevision  (is- 
tomers.  Every  other  cable  operatoiai 
the  New  York  area  has  agreed  to  m 
MSG  as  a  basic  service.  Cable  executiis 
across  the  country  fear  that  the  cono- 
versy  will  reverberate  far  beyond  ^w 
York.  Industry  critics  could  point  to  K 
dispute  to  illustrate  why  cable  need.'to 
be  reregulated  (box). 
NEW  NEWS?  Reregulation  would  pu  a 
strain  on  Dolan  as  he  tries  to  keep^ 
his  expansion  drive.  At  the  top  of  js 
growth  plans  is  his  new  partnership  vEh 
NBC.  In  a  deal  worth  more  than 
million,  the  network  picked  up  half-ofr 
ership  of  Cablevision's  programmiing  p- 
eration  and  ad  sales  business.  In  retin. 
Cablevision  got  $140.5  million  and  neih' 
half  of  NBC's  new  cable  venture,  (n- 
sumer  News  &  Business  Channel  (Cn:;). 
Dolan  also  gets  rights  to  broadcast  s(ie 
events  from  the  1992  Summer  OljmiaB 
over  cable  on  a  pay-per-view  basis. 

NBC  and  Dolan  believe  they  can  % 
each  other  form  a  tempting  smorj®- 
bord  of  local  cable  services.  The  p*- 
ners'  regional  SportsChannels  shdd 
benefit  from  the  expertise  that  NBC  'is 
acquired  in  years  of  producing  imporlot 
sports  events.  NBC  also  thinks  it  lE 
drum  up  some  new  business  by  helpig 
Cablevision  launch  additional  local  n^K 
services  on  cable.  The  network  belieet 
its  stations  and  affiliates  will  get 
make  extra  use  of  their  reporters 
producers  to  supply  stories  for  ca 
NBC  and  Cablevision  could  find  th 
selves  loaded  with  opportunities  to  biijf 
local  news  to  cable  if  their  conversatiru 
with  Malone  result  in  new  joint  ventiK 
at  TCl's  franchises.  14 

With  so  many  ideas  and  well-finarw' 
backers,  Dolan  would  seem  to  haviW". 
made.  But  in  his  high-debt  world,  thei'f 
not  much  room  for  error.  Dolan's  c;'k 
empire  will  soon  have  to  start  genert 
ing  strong  profits.  Otherwise,  D(ir; 
could  anger  more  than  Yankee  fans^^ 
By  David  Lieberman  in  New  Jit 
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Get  a  handle 
on  power. 


Introducing  a  new  PS/2  with  Micro  Channel  and  386  power 

Now  you  can  take  the  uncompromising  power  of  a  full-function  386  "  Personal  System/2* 
with  you  wherever  you  go.  It's  the  new  IBM  PS/2®  Model  P70  386  with  Micro  Channel!"  It  lets 
you  work  in  your  client's  office,  your  home  or  hotel  room  as  effectively  as  you  do  in  your  ^ 
own  office.  S' 

The  Model  P70  386  clocks  in  at  20  MHz,  so  it's  the  perfect  system  for  sales-  ^ 
people,  engineers,  insurance  agents,  accountants  and  power  users  who  need  to  run 
DOS  and  OS/2'"  applications  at  high  speed.  Add  to  that  its  state-of-the-art 
o^,    plasma  display  and  an  optional  Hartmann®  carrying  case,  and  you  start  to  see 
how  the  Model  P70  386  is  really  a  powerful  PS/2  that  happens  to  be  portable. 
Other  features  include  either  a  60Mb  or  a  120  Mb  fixed  disk  (so 
you  can  take  all  your  data  with  you),  a  full-size  keyboard  (so  it's  easy  to  usi  i 
md  an  optional  internal  modem  (so  you're  always  in  touch).  And  like  all  high-end 
PS/2s,  the  Model  P70  386  has  Micro  Channel  to  take  full  advantage  of  the  386  processor. 
To  find  out  more  about  how  the  portable  power  of  the  PS/2  Model  P70  386  with  Micro  Channel  can  help 
lu  and  your  business,  contact  your  IBM  Authorized  Dealer  or  your  IBM  marketing  representative.  —        —  —  , 
)  find  the  dealer  nearest  you  call  1  800  IBM-2468,  ext.  135.  =   =-="  =^ 


nmann  is  a  registered  trademark  of  Haamann  Luggage  Company  IBM ,  Personal  System/2  and  PS/2  are  registered  trademarks,  and  OS/2  and  Micro  Channel 
'  trademarks  of  IBM  Corporation.  386  is  a  trademark  of  Intel  *i!  IBM  Corp  1989 
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Executive  Gifts/Merchandise 


LOOK! 

EXECUFOLD™ 
Desktop  Folder 


Simply  drop  in  a  letter.  !  3  sheets  stapled  or 
unstapled  for  a  perfect  told  everytime 

List  $279.00  —  30  Day  Money  Back  Guarantee 
Machines  for  Business  _ 

20606  EAST  VflLLET  BLVD  ,  WALNUT   CA  91789 

Call:  800-255-3713 

For  Your  Nearest  Dealer 


Yachts/Boats 


Our  1 0  year  track  record  has  introduced 
thousands  to  the  fastest  growing  fitness 
sport  of  the  80's.  with  seven  models  to 
choose  from  Call  or  write  today  for  free 
brochure  and  nearest  dealer 

LITTLE  RIVER  MARINE  CO. 
P  O.  BOX  9S6-BW   Gainesville.  FL  32602 
800-247-4591  /  904-378-5025 


Consulting/Marketing 
 Services  

Marketing  Research.  Quick,  custom  mar- 
ket research  (including  dislributor/user  in- 
terviews) for  nevK  products,  positioning 
due  diligence  The  Marketing  Audit,  1524 
Pine  Philadelphia,  PA  19102  Tel  (215)545- 
6620,  Fax  (215)545-0888 

Computers/Office  Equipment 


FAX  HOTLINE 

Next  Day  Delivery  Anywhere  In  U.S. 


MURATA 

MIZOO 

M1600  $699  150 
RICOH  155 
RF800S()ec/a/»69  250 


PANAFAX  SHARP 
J599  (Panasonic)  fO  220 
  J919  fO  300 


S869  FO  120 
$1349  UK  180 
;  $929  UX  350  $1159 
$1479 


$739 
$959 
$1159 
$899 


FAX10E     $1019  i20w;Ai 
FAX20E      $1299  260  „.„,„. 
FAX35E      $1549  TOSHIBA 
FAX60E      $1649  CANON  30100  $869 

fAX70E  $2195  FAX8  $669  3300  $979 
Call  for  Prices  fAX20  $899  3700  $1239 
on15,25,65,75    FAX25  $1469 

All  Models  Brand  New,  Faclory  Frest) 
w/  Full  Manulacturer's  Warranty 

?tl?N%Tru?(718)821-2121 

KENCO  ELECTRONICS 

57-18  FLUSHING  AVE    MASPEIH  NY  1 1378 


NOBODY  DOES  FAX  BETTER.  Discount 
prices,  full  service  and  training  on  the  top 
lines  of  facsimile  machines  Sharp,  Murata, 
and  Ricoh  Call  us  before  you  pay  more  and 
receive  less  from  somewhere  else  Call  toll 
free  1  800  342  3299,  FAX  OF  AlylERICA, 
America's  low  price  fax  distributor 
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iNDUSTRIESINC 


Our  I  3eh  Year  of  DISCOUNTS 
Computers  and  Cellular  Phones 
Freight  Prepaid — Save  Tax 
Toll  Free  800-231-3680 


TANDY-RadMHiaek 


22511  Kaly  Fw>  .  Kaly  (HouMonl  TX  77450 
l-.7lj-392.0747  Fax  tj\})  574-4567 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  great  quality,  unconditionally-guaranteed-polo  shirts  are  100%  cotton,  Americ 
Made,  and  custom  embroidered  with  vour  logo  or  design.  Minimum  order  just  six  shirts 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call: 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dcpt  BW.5,  119  N  Uth  St.,  Greenpoint,  NY  11211 


Leasing  Guide 


Get  More  Office  For  Your  Money. 

Moving,  expanding,  remodeling'?  Money- 
saving  secrets  of  America's  most  success- 
ful office  tenants  385  page  course,  binder 
w/  tabs,  30  day  moneyback  guarantee  $89 
VISA/MC  To  order,  call  Bolide,  Inc  @  1- 
800-433-4792 

Financial  Services 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  i 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) : 
-including  some  very , 
famous  names  — 
whicfi  I  believe  could 
"take  a  bathi,"  I'll  rusti  h-.dtim  Tu/ctr 
you  the  Performance  MARTIN ZWEIG 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast. Time  IS  crucial. 

Three-IVlonth  Trial  $50.  One  Year 
$245,  Visa  or  (VIC  1-800-633-2252 
Ext.  9024 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


ALL  DISCOUNT  BROKERS 
ARE  NOT  ALIKE! 

Muriel  Sieberl  tailors  rates  to  your  needs 
Example  1000  shrs  @  5C,  2000  to  4999 
shrs  @  4(t,  5000-1-  shrs  @  34,  OTC  31. 
5000-1-  2«,  $50  mm  Trade  with  the  dis- 
count professionals  —  Muriel  Siebert  &  Co  , 
Inc  ,  444  Madison  Ave  ,  NY,  NY  10022 
1  718SIE-BERT  1-800-USA0711  Member 
NYSE  1967,  SIPC  BW 


HARD  TO  BORROW? 

No  Credit  Check 
Guarantees  Provided 


We  do  not  make  loans 
Minimum  $100,000 
5-20  years 
The  Funding  Assistance  Corp. 
U.S.A.  (212)  755-9400 
Fax  (212)  755-7339 


Attention  Homeowners: 
Save  Thousands  of  Dollars  without  refi 
nancing  your  home  or  paying  costly  loan 
fees  Step  by-Step  instructions  leach  you 
how  to  greatly  reduce  your  interest  bur- 
den, accelerate  your  equity  build-up,  cut 
years  off  your  mortgage,  eliminate  PMI  Call 
1800-627-0971  or  send  $39  00  to  Mort- 
gage Awareness,  Box  2815,  Orange,  CA 
92669  (In  CA,  add  $2  34  sales  tax) 


Joint  Venture  Opportunity 


Joint  Venture 
Partner  Sought 

We  are  a  publicly-owned 
corporation,  47  years  old. 

We  have  developed  a  new 
product  to  reduce  snoring.  A 
medical  paper  published  in  a 
reputable  journal  recorded  the 
effectiveness  of  this  product. 

Since  almost  one  out  of 
two  persons  snore,  the  poten. 
tial  market  for  "Sonarlte"" 
could  be  enormous. 

However,  the  total  project, 
including  marketing,  is  too 
large  for  us  to  undertake 
alone.  For  this  reason,  we  are 
seeking  a  well-established, 
financially  strong  partner  to 
join  us  in  this  potentially  very 
profitable  venture  Serious 
principals  only.  Call  or  write: 
'  Trademark 

United-Guardian,  inc. 

P.O.  Box  2500 
Smithtown,  New  York  11787 
Tel:  (516)  273  0900 


Steel  Buildings 


yol 


WHOLESALE 

steel  Buildings.  Inc 
1-800-462-9992 

30  X  50  $3,995' 

40  X  60  $S,995"| 

50  X  75  $8,995"' 

60  X  100   $13,695" 

Now  you  can  purctiase  your  Steel 
Building  a1  Wholesale  Prices  and  Save 
Ttiousands  of  Dollars.  Complete 
Building  includes  All  Steel  trsmes, 
purlins,  girts  &  hardware  (No  Wood 
Required).  (MBMA)  Enqr,  Approved  Any 
Style,  Size  or  Color  Labor  Available,  Call 
toll-tree  or  FAX  716-632-2323 
•FOB  S,  Cost  Dased  on  LL/WL 


Cedar  &  Redwood  jj,— 


Cedar  And  Redwood  —  Any  Quan 

Any  Pattern,  Any  Grade,  Delivered 
where.  Selling  To  Contractors  And  Ho 
owners  Across  The  U  S  We  Specializ 
Clear  Grades  And  Hard  To  Find  Patte 
American    Cedar    &    Redwood  1 
325-9991 


Mergers/Acquisitions 


IE! 
T 

J?' 

)U 
E'L 
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Merger,  Sale,  Loan  Analysis?  V 

Source  Financial  Support  Software 
value  any  business,  explore  financing 
tions,  provide  a  framework  for  negotiatlcBwill 
and  automatically  generate  forma!  App 
sal,  Lending,  or  Merger  reports  Call 
see  how  ValuSource  Software  can  solvt 
your  financial  analysis  needs  today! 
1-800-825-8763 


Business  Services 


Far  East  —  negotiations  in  the  Orient 
standstill''  We  break  down  cultural, 
guage  and  bureaucratic  barriers  Conti 
A)a  Consultants,  Inc  516  767-2560 
516-767  2561 ,  Telex  254982  AJA  UR. 


You'll  Sell  More  with  professional 
chures,  mailings,  ads,  reports,  logos 
porale  identity,  etc  Best  value  in  Man 
tan  Word-Wise  Advertising  —  (212) 

0124 


IT  PAYS  TO  ADVERTISE 

IN  THE  BUSINESS  WEEK 

MARKET-PLACE 

The  Business  Week  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Market-Place  provides 
an  ideal  Showcase'  for  advertisers  who  have 
products  or  services  that  appeal  to  Business 
Week's  more  than  6.2  million  responsive  readers. 

For  rates  and  information  mail  the  coupon  below, 
or  call  Louisa  Lamperis  (31 2)  337-3090. 


MAIL  COUPON  TODAY 


UECU 


■«ic 


! 


BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  

Company  

Address  

City  


State . 


Zip- 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 
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BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  1160611 


Business  Opportunities 


Your  Money  Rolls  In  With  Our 
Food  Carts  And  Trucks 

LOW  STARTUP  COSTS,  HIGH  EARNINGS. 
HOT  FOOD,  HOT  DOG,  AND  ICE  CREAM 
CARTS,  TRAILERS  &  TRUCKS  AVAILABLE. 

Westrock  Vending  Vehicles  Corp. 

1565  Filth  Industrial  Court  •  Baystiore.  NY  11706 
800-831-3166  •  NY  516-666-5252 


RESIDENTS 
riTHOUT  A 

OU  FIND  IT 
'E'i-I-  BUY  IT 
OU   RUN  IT 

I  RESUME  AND  LETTER  TO  CHAIRMAN 
EXECUTIVE  DR.  ELGIN,  IL  60123 


rporale  Delaware  Law  Offices. 
niNGTON  &  AULGUR  $225  Com- 
I  Free  Info.  Call  Or  Write  P.O.  Box 
1.  Wilm.,  DE  19808  —  1- 
441-9459, 


00  Business  &  Investment  Op- 
unities.  For  Sale  By  Owners  No  com- 
mons Business  Owners  MLS  Call  toll 

1-800-327-9630 


New  1989  Franchise  Annual  Direc- 

.  Fully  describes  4185  franctiisors  In- 
les  Handbook  Section  concerning  what 
sfiould  know  before  entering  Francfiise 
Bement  390  pages  $26  95  -(-  $3  00  1st 
s  postage  Ivloney-back  guarantee 
D  FRANCHISE  NEWS,  728  B  Center 
:et,  Lewiston.  New  York  14092  20th 


Mailing  Lists 


i  Mailing  List  Ideas,  25  Years  Experi- 
i.  Business  Lists,  Consumers.  Oc- 
ints,  Opportunity  Seekers.  Financial 
;,  Telemarketing  Lists  Bob  Burnett 
0-876-LIST 


Own  a  business 
that  succeeds  in 
building  self-wortli. 

Invest  in  a  Sylvan  Learning 
Center  and  watch  your  worth  grow 
along  with  the  self-worth  and  con- 
fidence of  your  customers.  As  the 
leader  in  today's  supplemental  edu- 
cation business,  we've  grown  over 
400%  since  1985.  Now  almost  500 
centers  nationwide  provide  service 
to  over  a  quarter  million  students. 
As  part  of  the  Sylvan  team,  you'll 
receive  complete  setup,  training, 
marketing,  and  management  sup- 
port.  We  SylvaH 

f  0^  Learning 


can  even 
help  with 
financing. 


Center. 


Contact  Charlotte  Bentley  or  Angle  Cowan/ 
1-800-284-8214 after 8:30 a  m  CST-/2400 
Presidents  Dr. /Montgomery.  AL  36116 


Newsletters 


Advanced  Construction  Materials  Tech- 
nology monthly  newsletter  examines  alter- 
native materials  for  architecture,  construc- 
tion $90/year,  (Visa/MC)  PO  Box  1123, 
Aurora,  OH  44202  (216)  562-7864 


Inventories  Purchased 


REDUCE  YOUR  INVENTORY 
FOR  CASH  NOW! 

IVe  Buy  •  integrated  Circuits  •  Semiconductors 
•  Discrete  Components  •  Electromechanical  Equip. 
•  Computer  Parts  &  Peripherals 
•  Sub  Assemblies  to  Finished  Goods 

NO  RISK! 

For  a  spot  quote  or  further  information, 
I  Call:  (201 )  941  -5000,  or  just  Fax  your  list:  (201 )  939-891 8 

Attention:  Allan  Berkun 

AMERICAN  SURPLUS  TRADING 

815  Fairview  Avenue,  P.O.  Box  220,  Faitview,  NJ  07022 


Wine  Cellars 


We  Will  Not  Be  Undersold-Call  us  First! 

WiNECELLARS-  USA 

Most  Units  Shipped  From  Stock! 
Single  Temp  Models      Retail  Your  Cost 
440  Bottle  Capacity  $  2495       $  1695 

700  Bottle  Capacity  3495  1995 

250  Bottle  Capacity  1795  1395 

296  Bottle  Credenza  2495  1695 

Dual  Temp  Models  Retail  Your  Cost 
600  Bottle  Capacity  $  4995       $  3495 

880  Bottle  Capacity  4495  2995 

1400  Bottle  Capadty-4  door   6500  3795 
Visa/MC/AmEx/Discover 


Model  700 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Corporate  Gifts 


The 

Corporate 
Choicd^ 

Amenca's  top  companies  can't  afford 
to  look  second-rate  That's  why  they 
choose  our  distinctive  corporate  image 
products  Amencan  made  caps,  shirts, 
lackets  and  more  and  now  finely 
crafted  gift  items,  too  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference 


CALL  FOR  FREE  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

^""^imimm      3952  POINT  EDEN  WAY 
"T^UgiiSIJ!^  HAYWARD.  CA  94545 
**<»,o,„  FAX  (415)  786-1111 


.Corporate 
Hes 

(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Ree  literature  upon  request 

Barnard  Maine  ltd. 

55  Mead  Ave.  •  Cos  Cob 
CT  06807 .  U.S.A. 
Dept  BW  (203)  869  5006 


Foreign  Language 


.speak  Spanish,  Frencti,  or  German  with 
Accelerated  Learning.  Our  revolutionary 
method  is  seven  limes  faster  than  the  State 
Dept  programi  Call  1 -800-822-4470  24hrs 
for  free  brochure 


Cigars 


Travel/Resorts/Hotels 


TRAVELLING  ABROAD?? 


Learn  to  use  foreign  phones  without 
needing  a  foreign  language,  pay- 
ptiones  without  needing  coins  and 
hotel  phones  without  having  to  pay 
long  distance  surcharges 

Write  for  a  free  pamphlet 

"US  Phone  Services  Overseas  - 
Calling  Home  from  Abroad" 

Credit  Card  Calling  Systems,  Inc 
Suite  241 1 .  67  Wall  St.,  New  York 
NY  10005 


Finck  Cigar  Co. 

Ail  Tobacco  Cigars 
Since  1893 

FOR  A 

Free 
Brochure 

Call  Toll  Free 
1-800-292-4427 

or  write 

P.O.  Box  7302 
San  Antonio,  TX 
78207-0302 


Investing 


CAN  YOU  MAKE  A  MINT 

BY  INVESTING  IN  OID  COINS? 


few 


lit 
Tea 


W 


hen  it  comes  to 
coins,  investors 
usually  go  for  bul- 
lion coins,  modern  issues  that 
serve  as  a  substitute  for  own- 
ing bars  of  gold  or  silver.  Nu- 
mismatic coins — the  old,  rare 
specie  of  an  earlier  era  or  cen- 
tury— have  been  left  to  collec- 
tors. But  now  the  numismat- 
ics are  coming  into  their  own, 
and  coming  on  strong. 

Since  January,  prices  for 
high-quality  coins  have  in- 
creased 567'  ,  according  to  the 
Numismatic  News  index, 
which  tracks  17  categories  of 
coins.  Many  individual  issues 
have  doubled,  dealers  say. 

What's  fueling  the  rise? 
Not  precious  metals  prices, 
which  have  declined  so  far 
this  year.  Instead,  it's  the  ad- 
vent of  what  the  coin  commu- 
nity is  calling  "Wall  Street 
money."  Kidder  Peabody  re- 
cently launched  a  private  lim- 
ited partnership,  the  $40  mil- 
lion American  Rare  Coin 
Fund.  Last  February,  Merrill 


Lynch  closed  Athena  Fund  H, 
a  public  LP  that  invests  in  an- 
cient Greek  and  Roman  coins. 
And  numismatic  dealers  say 
several  other  investment 
houses,  including  Shearson 
Lehman  Hutton,  are  interest- 
ed in  trading  coins  for  clients. 

At  first  glance,  it  seems 
compelling  to  follow  the  bro- 
kerages' lead:  Over  the  past 
15  years,  coins  have  gained 
about  157  in  value  a  year,  ac- 
cording to  Salomon  Brothers, 
whose  annual  ranking  of  tan- 
gible assets  is  a  much-quoted 
measure  among  coin  market- 
ers. But  there  can  be  a  big 
gap  between  paper  gains  and 
the  gains  investors  can  actual- 
ly realize.  Although  the  indus- 
try has  worked  to  standardize 
prices,  numismatic  coins  re- 
main more  of  a  privately  trad- 
ed collectible  than  an  openly 
marketed  security.  "Just  be- 
cause a  table  says:  'Coins  ap- 
preciated 15%,'  doesn't  mean 
you  could  have  gotten  that," 
says  Robert  Salomon  Jr., 


Salomon  managing  director. 

In  the  first  place,  there  is  a 
staggering  variety  of  numis- 
matic coins — from  ancient 
Greek  and  Roman  to  19th  cen- 
tury American  to  modern 
commemorative — and  they 
don't  always  perform  the 
same  way.  The  current  boom 
is  occurring  mainly  in  very 
specific  areas:  U.  S.  gold  and 
silver  commemorative  coins, 
$2.50  to  $20  gold  pieces,  and 
silver  Peace  or  Morgan  dol- 
lars— all  of  mid-19th  to  mid- 
20th  century  vintage. 
OUT  OF  POCKET.  The  rally  is 
also  confined  to  coins  in  the 
most  pristine,  uncirculated 
condition — the  ones  graded 
Mint  State-65  and  to  some  ex- 
tent MS-64  and  MS-63.  "Coins 
in  circulated  condition  are  not 
moving  at  all,"  says  Joseph 
Battaglia,  chairman  of  Gold  & 
Silver  Financial  Group,  an  En- 
cino  (Calif.)  dealer.  Grades 
can  make  thousands  of  dol- 
lars' worth  of  difference.  An 
1881-0  Morgan  silver  dollar  is 


worth  about  $5,000  in  M5 
condition  but  only  about  $ 
in  MS-64  or  $125  in  MS-i 

In  the  past,  inconsist 
grading  was  the  single 
gest  drawback  to  investinJisade 
rare  coins.  Not  only  eo  rug, 
evaluations  vary  from  de; 
to  dealer  but  they  also  wo 
vary  with  the  buoyancy  of 
market:  When  sales  w 
booming,  coins  would  be  s 
ject  to  grade  inflation. 

Since  1986,  such  abu 
have  decreased  with  the 
vent  of  third-party  gradl  iitj] 
services,  which  grade  a  o 
then  seal  it  in  a  plastic  hoi 
or  slab.  The  best-regarded 
Professional  Coin  Grad 
Service,  Numismatic  Guai 
ty,  and  the  American  Nur 
matic  Assn.  Certification  I 
vice.  Together,  they  h 
hundreds  of  dealer-subsc 
ers,  who  agree  to  accept 
assigned  grade. 

It's  the  stability  provi 
by  the  services  that  1 
aroused  investment  houf 
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OLD  COINS:  A  FORMIDABLE  SPREAD 


3St  in  numismatics:  "The 
market  has  become  much 
of  a  commodities  mar- 
says  Scott  Travers,  a 
York  dealer  and  author 
5veral  investors'  guides, 
y   dealers   now  make 
-unseen  bids  for  "slabbed 
"  on  electronic  networks, 
I  establishing  in  effect  a 
ig  floor. 

NOT?'  But  just  because  a 
sr  has  to  accept  a  grade 
n't  mean  he  has  to  accept 
ce.  What  you  buy  a  coin 
-and  what  you  can  sell  it 
-is  still  pretty  much  at 
dealer's  discretion.  Al- 
gh  slabbing  has  eliminat- 
luge  losses  because  of 
ing  disputes,  investors 
are  essentially  buying  re- 
and  selling  wholesale — 
)uy/sell  spread, 
iputable  dealers  offer  a 
•efund  period  of  two  to 


Sell  price 

Buy-back  price* 

Morgan  silver  dollar,  1881-S 

$600 

$430 

California  commemorative 
silver  half-dollar,  1925-S 

2,172 

1,800 

St.  Gaudens  $20  gold  piece, 
1908-1928 

4,800 

4,000 

Indian  gold  $2.50  Quarter  Eagle, 
1908-1929 

13,000 

10,000 

Seated  Liberty  silver  half-dollar 
(no  motto) 

88,000 

63,000 

Bust  silver  quarter,  1804-1807 

113,500 

81,000 

*AII  coins  are  graded  MS-65 

DATA:  COIN  DEALER  NEWSLETTCR,  NUMISMATIC  NEWS 

four  weeks  for  most  coins. 
But  always  ask:  "Will  you 
buy  this  back  after  that?  And 
if  not — why  not?"  says  Keith 
Zaner,  Coin  World  editor.  Ob- 
viously, dealers  can't  guaran- 
tee a  price  for  a  particular 
coin,  but  they  can  give  you  a 
sense  of  what  the  current 
spread  is  and  how  constant 
that  spread  has  been  in  the 
past.  "It  should  be  no  greater 
than  25%  to  30%,"  says  Barry 


Stuppler,  chairman  of  the 
dealer  accreditation  program 
of  the  Industry  Council  for 
Tangible  Assets. 

Still,  given  that  a  coin 
might  have  to  appreciate  25% 
before  you  break  even  on  it 
suggests  that  "if  you  want  to 
sell  in  two  weeks,  you're  ei- 
ther making  a  big  mistake  or 
want  to  be  a  big  speculator," 
says  Jim  Blanchard,  a  New 
Orleans  metals  dealer.  Expect 


to  hold  for  three  to  five 
years — or  longer,  depending 
on  the  market  cycles.  For  ex- 
ample, John  Ramsey,  an  At- 
lanta obstetrician,  paid 
$30,000  for  a  proof  set  of  1884 
silver  coins  in  1980,  when  in- 
flation fears  sent  numismatics 
soaring.  Today,  it  would  fetch 
10%  less.  "But  it  will  come 
back,"  says  Ramsey.  "Coins 
that  old  can  only  get  rarer 
and  rarer." 

Since  rare  coin  supplies  are 
finite,  their  value  ultimately 
will  increase.  But  realizing 
those  increases  is  another  sto- 
ry. Without  an  open  market 
or  pricing  system,  investors 
can  only  work  through  profes- 
sional dealers,  whose  first  pri- 
ority isn't  to  cut  you  a  good 
deal.  Coin  collecting  is  an  an- 
cient and  honorable  hobby. 
But  coin  investing  can  be  a 
risky  business.        Troy  Segal 


V  fter  all  these  years, 
\  you  might  think  golf- 
^equipment  companies 
d  have  found  a  way  to 
J  the  game  easy.  They 
n't.  But  this  year,  there 
1  few  notable  new  prod- 
that  could  make  golf  at 

a  little  more  enjoyable, 
e  year's  hottest  club  is 
Hogan  Edge  iron,  made 
en  Hogan  Co.  Order  now 
I  for  a  set  of  nine)  and 
I  have  to  wait  several 
:hs  for  delivery.  Like  the 
snsely  popular  Ping  Eye2 
1  made  by  Karsten  Manu- 
iring,  the  Edge  has  a  hol- 
:d-out  "cavity  back," 
:h  disperses  the  club 
's  weight  around  its  pe- 
:ter.  This  widens  the 
s  "sweet  spot"  and  helps 
ly  hit  shots  go  straight, 
it  unlike  most  cavity- 
ed  clubs,  the  Edge  is 
;  with  forged  steel — not 
)tment-cast  steel.  Forging 
luces  a  softer  metal, 
h  many  golfers  prefer  be- 
e  of  its  better  "feel."  In 
r  words,  it's  easier  to  tell 
lu've  hit  the  sweet  spot, 
ir  players  who  miss  the 
!t  spot  more  often  than 

hit  it,  Mizuno  has  a 
club  worth  trying:  the 
>35  ($1,400  for  three 
Is  and  eight  irons).  Its 
e  hitting  area  is  35%^  wid- 
lan  a  normal  club's  be-. 

MAL  BUSINESS 


Golf 


PUT  MORE  ZING  IN  THAT  SWING, 
WITH  THESE  HOT  NEW  CLUBS 


cause  the  club  head  is  larger 
than  usual — like  an  oversized 
tennis  racquet.  While  the  club 
looks  pretty  intimidating,  it's 
actually  easy  to  swing.  'That's 
because  the  irons  are  made  of 
forged  titanium,  and  the 
woods  are  made  of  cast  mag- 
nesium, both  of  which  are 


lighter  than  traditional  steel. 

Yonex  has  taken  this  idea 
one  step  further  with  its  ADX 
driver  ($240).  Not  only  is  its 
club  head  157'  bigger  than 
usual  but  the  shaft  is  two 
inches  longer  than  most  driv- 
ers. This  gives  you  a 
bigger  swing  arc. 


and  extra  distance.  Of  course, 
a  bigger  swing  arc  also  in- 
creases the  chances  of  an  off- 
center  hit.  That's  one  reason 
the  club  head  is  oversized — its 
face  has  a  20%  bigger  sweet 
spot.  And  because  both  the 
shaft  and  the  club  head  are 
made  of  graphite,  the  ADX 
weighs  less  than  most. 
SHEER  ODDNESS.  That's  a  nov- 
el api)roach,  but  for  sheer 
oddness  it  has  nothing  on  the 
new  Tommy  Armour  eql 
clubs  ($1,000  for  three  woods 
and  nine  irons).  In  a  normal 
set,  the  clubs  for  hitting  a  ball 
the  farthest  have  longer 
shafts  than  the  ones  for 
shorter  shots.  Not  so  with 
EQL.  All  its  irons  are  the  same 
length  as  a  6  iron,  and  all  its 
woods  are  as  long  as  a  5 
wood.  Only  the  angle  of  the 
club  face  and  the  club  head's 
weight  are  different. 

The  logic:  Beginning-to-av- 
erage golfers  often  overswing 
with  their  longer  clubs  and  hit 
the  ball  poorly.  Armour  fig- 
ures that  keeping  all  the  clubs 
the  same  length  eliminates 
this  problem.  And  you  don't 
necessarily  lose  distance  with 
its  shorter  clubs:  Since  the 
heads  on  the  long-hitting 
clubs  are  heavier,  average 
golfers  can  hit  the  ball 
about  as  far  with  EQLs  as 
they  do  with  conventional 
clubs.  Peter  Finch 
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ersonal  Business 


Smart  Money 

BATTLING  YOUR  BROKER 
JUST  GOT  A  BIT  EASIER 


The  Securities  &  Ex- 
change Commission  says 
it  has  just  given  you  another 
leg  to  stand  on  should  you 
have  a  dispute  with  your  bro- 
ker. But  some  critics  contend 
that  it's  a  wobbly  leg  at  best. 

On  May  10,  the  SEC  ap- 
proved a  number  of  changes 
to  improve  the  arbitration 
process  between  brokers  and 
their  dissatisfied  customers. 
The  most  visible  change 
mandates  that  securities 
firms  now  highlight  a  stan- 
dard clause  in  the  statement 
you  sign  when  you  open  an 
account. 

This  clause,  usually  associ- 
ated with  option  and  margin 
accounts,  typically  appears 
in  fine  print.  It  says  that 
if  you  decide  to  challenge 
your  broker,  you  give  up  the 
right  to  take  him  or  her  to 
court  and  must  settle  your 


Conflict-of-interest 
rules  for  arbitrators 
are  now  tougher 


dispute  through  arbitration. 

In  a  separate  but  related 
decision  on  May  15,  the  Su- 
preme Court  ruled  5-4  in  Ro- 
driguez de  Quijas  vs.  Shear- 
son/American  Express  that 
a  predispute  arbitration 
agreement  is  binding. 

Representative  Edward 
Markey  (D-Mass.),  chairman 
of  the  House  subcommittee 
on  telecommunications  and 
finance,  called  the  high 
court's  decision  "a  blow  to 
the  small  investor"  and  says 
he  would  like  to  see  the  arbi- 
tration clause  eliminated  al- 
together. "Investors  should 
not  be  forced  to  make  the 
Faustian  bargain  of  signing 
away  rights  to  litigate  in  or- 
der to  invest  in  our  financial 
markets,"  he  maintains. 

What's  so  bad  about  arbi- 


tration? In  many  cases  it's 
cheaper  and  simpler  than 
dragging  a  brokerage  firm 
to  court,  especially  if  it's  a 
small  claim.  But  the  right  to 
appeal  is  limited.  And  the 
process  is  overseen  by  the 
National  Association  of  Secu- 
rities Dealers  and  the  stock 
exchanges,  so  critics  charge 
that  this  self-policing  dis- 
criminates against  investors. 

Since  the  October,  1987, 
crash,  the  system  has  be- 
come strained.  In  1988,  there 
were  6,101  cases  in  arbitra- 
tion, up  from  830  in  1980. 
NO  TIES.  The  new  SEC  rules, 
most  of  which  go  into  effect 
Sept.  10,  are  meant  to  make 
the  system  more  fair.  The  ar- 
bitration clause  must  now  be 
in  bold  type;  the  arbitration 
panel's  decision  must  be 
made  public.  And  the  panel, 
which  is  supposed  to  consist 
of  "public"  and  "industry" 
arbitrators,  must  meet  more 
stringent  conflict-of-interest 
guidelines:  Industry  arbitra- 
tors include  lawyers  and  ac- 
countants who  spend  more 
than  20%  of  their  time  work- 
ing for  the  securities  indus- 
try and  their  spouses  and 
anyone  who  has  retired  from 
a  securities  organization.  All 
arbitrators  must  disclose 
their  business  histories  for 
the  past  10  years. 

In  addition,  the  new  rules 
now  give  the  arbitrators 
more  power  to  force  brokers 
and  customers  to  turn  over 
relevant  documents  before 
the  arbitration.  The  SEC  has 
also  doubled  the  dollar 
amount  that  can  be  disputed 
for  small  claims,  to  $10,000. 

SEC  Chairman  David  Ruder 
strongly  defends  the  new 
rules.  "Markey  claims  I've 
sold  out  the  public,"  Ruder 
has  said.  "And  the  brokerage 
industry  is  mad  at  me.  So  if 
the  brokers  are  mad  at  me 
and  Congress  is  mad  at  me,  I 
think  I  made  the  right 
choice."  Laura  Zinn 


Health 


SECOND  OPINIONS:  FIRST, 
TALK  TO  YOUR  INSURER 


Looking  to  reduce  costs, 
many  insurers  now  re- 
quire a  second  opinion  if 
a  physician  recommends  sur- 
gery or  expensive  treatment. 
When  you  trust  your  doctor 
implicitly  and  want  things 
over  and  done  with,  seeking  a 
second  opinion  can  seem  a 
needless,  time-wasting  chore. 
But  failure  to  get  one  means 
you  risk  paying  a  larger  per- 
centage of  the  medical  bills 
yourself. 

If  friends  or  a  local  hospital 
can't  suggest  a  physician  to 
consult,  call  800  638-6833.  It's 
a  federally  funded  hot  line 
that  lists  medical  organiza- 
tions with  rosters  of  second- 
opinion  providers  in  every 
state  (except  New  Jersey, 
which  at  present  lacks  a  vol- 
unteer group  to  keep  records). 
Or  the  insurer  might  give  you 
a  list  of  several  consulting 
doctors  in  your  area.  The  "pa- 
tient advisory  service"  at  Pru- 
dential Insurance  goes  so  far 
as  to  schedule  appointments 
with  physicians  who  remain 
neutral  by  agreeing  not  to 
perform  any  of  the  surgery 
themselves. 

'COVERED.'  When  a  second 
opinion  is  required,  the  insur- 
er pays  for  the  examination. 
What  if  the  second  doctor  dis- 
agrees with  the  first — sug- 
gesting, for  example,  physical 
therapy  instead  of  surgery 


I'hic 
stays 
ird'tfl 
Supe 


for  back  pain?  "If  you  de 
to  go  ahead  with  the  op| 
tion,  you're  covered  under f 
usual  terms,"  says  a  J| 
Hancock  spokesperson.  ' 
just  want  to  make  sure 
you've  been  informed  on 
options."    Not    all  pi 
though,  work  that  way.  Si 
insurers  require  that  the 
sultant  confirm  your  doc 
original  diagnosis. 

When  opinions  diflfer,  i 
ers  typically  will  pay  for 
breaking  exam  by  a  third 
tor  if  you  choose,  says  D; 
Dragalin,  vice-president 
Prudential's  medical  serv 
The  odds  of  conflicting 
ions  vary  with  the  procd 
With  cataract  surgery,  fo 
ample,  confirmation  occu 
about  86%  of  cases.  The 
ber  falls  to  80%  for  vari 
vein  surgery  and  75% 
hemorrhoid  operations. 

Recently,  New  York 
Insurance  eliminated  its 
ond-opinion  program  a 
concluding  that  it  was  sp 
ing  money  needlessly  for 
aminations  that  resulted 
confirmation  more  than 
of  the  time.  But,  says  Dr; 
lin,  rather  than  drop  the 
tire  money-saving  plan,  . 
dential  opts  to  forgo  sec 
exams  on  specific  procedu 
"such  as  a  tonsillecto 
where  the  confirmation 
runs  98%."  Don  D 


142  BUSINESS  WEEK/JUNE  5,  1989 


PERSONAL  BUS 


:  OurHotels  MakeBusiness 
Iravel  Beel  Like  AX^cation, 
magine  What  Our  Resorts 
:e  A\^cationFeel  Like. 


/\t  Four  Seasons  we're  aware  that 
n  you  re  away  on  business  your 
can  be  even  more  pressure- 
.ed  tlian  those  spent  at  the  office. 
Which  is  why  we  want  to  make 
■  stay  so  pleasurable,  you'll  look 
ard  to  your  next  business  tnp. 
Superb  restaurants,  overnight 
sing,  complimentary  shoe  shine, 
I  daily  maid  service, and  24-hour 
Q  service  can  bring  cabn  to  the 
t  turbulent  day 
Of  course,  attention  to  detail 


and  unsurpassed  service  are  the 
cornerstones  of  our  hotels,  but  they're 
ako  the  foundation  of  our  resorts. 

And  thatsjust  the  beginning. 

Each  and  ever)'  one  of  our 
resort  locations  have  been  cirefully 
selected  for  their  emironmentiil 
beaut}'  and  peaceful  serenity 

Yet  all  Four  Seasons  Resorts  offer 
a  wide  vanetyof  recreational  activities 
for  you  to  enjoy  at  your  leisure. 

Needless  to  say  at  our  resorts 
you'll  be  pampered  b\'  all  the  attention 


you've  become  accustomed  to  receiv- 
ing at  our  hotels. 

But  that  shouldn't  be  suiprismg. 
After  all,  if  both  our  hotels  and  resorts 
share  the  name  Four  Seasons,  then 
they  obviously  share  something  else. 

Unparalleled  seivice. 


FourSeasons 

WW  t  .l^ND  HOTELS  AND  RESORIsOK  X  R  TIME: 


ED  STATES :  AusHn.  Boston.  Cbiieigo.  Chnago  ( The  Ritz-Ccir/toH ).  Houston  I  Cmter).  Houston  (Inn  on  iht  Park).  LosAnge/es.  Neu-  York  (The  Pime).  i\t,./  / .  /;..,./  i  .,, ,,  > 
ladelphia.  SanFrancisco.  Seattle.  Washington  D  .C .  CANADA:  Montreal(LeQiiatreSciisom).  Ottawa.  Toronto.  Toronto  (Inn  on  the  Park).  Vancoinw.  UNTTED  KINGDOM: 
m  ( Inn  on  the  Park).  JAPAN:  Tokyo  (1991 ).  RESORTS:  Canibean  (Nei'is.  W.I. .  1990).  Dal/as  (Las  Colinas).  Mam  ( Wailea.  1989).  Santa  Barbara  ( The  BiJtmure).  Canada 
( Mmaki  Lodge).  For  resen-at  ions  in  the  U.S.  call  ( HOU )  332-3442:  m  Canada  call  ( 800 )  268-6282  or  call  your  travel  agent. 


DONTMISS 

the  June  16th  Special  Bonus  Issue  of  Business 
Week,  INNOVATION  IN  AMERICA.  An  issue 
devoted  exclusively  to  the  imagination  and 
creative  energy  driving  revitalized  American 
companies. 

Look  for  the  special  advertising  section  prepared 
by  the  Textile  and  Apparel  Services  Council: 

THE  SILENT  FORCE  BEHIND  BUSINESS  EFFICIENC 

It  features  some  of  America's  most  successful 
companies  and  their  ingenious  managers, 
charged  with  a  new  spirit  of  competitiveness. 
Read  how  new  uniform  and  textile  leasing 
systems  help  business  meet  the  challenge  of  the 
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June  16th,  a  publication  date  of  significance  to 
every  manager  concerned  with  efficiency, 
competition,  growth  and  the  future. 
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Reading  worth 
writing  toi^ 

The  Consumer  Information  Catalog  will 
enlighten  you  with  over  200  federal 
consumer-oriented  publications  fVlany  are  free 
and  all  are  helpful  Get  your  free  copy  by 
writing 

Consumer  Information  Center 
Dept.  RW,  Pueblo,  Colorado  81009 

u  s  General  Services  Administration 
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DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 
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Ihis 

is  the  last 
trade-in 
you'll  ever 
need. 


Since  the  DEFINITY™  75/85  Communications  System  is  designed  to  be  the  last  communications 
system  you'll  ever  need,  we  designed  a  trade-in  offer  to  help  move  your  company's  communications 
system  into  the  future. 

The  DEFINITY  75/85  system  adds  on  modules  to  add  lines  from  40  to  30,000.  Along  with  room  for 
all  the  sophisticated  capabilities  you  need.  Or  will  need  in  the  future. 
It  makes  obsolescence  obsolete. 

And  makes  our  special  trade-in  alkwance  even  more  special.  If  you  currently  have  a  system  from 
one  of  our  competitors,  we'll  take  it  off  your  hands  and  hand  you  a  handsome  credit  allowance  on  your 
new  DEFINITY  75/85  system  in  return.  But  this  offer  lasts  only  until  September  1, 1989. 

So  say  goodbye  to  communication  system  obsolescence,  and  hello  to  DEFINITY  75/85  system,  and 
also  say  hello  to  a  trade-in  offer  to  end  all  trade-in  offers. 

Call  your  AT&T  Account  Executive,  or  call  1  800  2-47-12 12,  Ext.  279. 


AT&T 

The  right  choice. 


ivestment  Figures  of  the  Wee 
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surged  again  this  week, 
le  Dow  piercing  2500  and 
acking  off  as  investors  took 
.  Yet  the  bigger  news  was 
foreign  exchange  markets, 
the  dollar's  newly  found 
sent  central  bankers  scurry- 
sperotely  to  keep  the 
>ack  in  check.  Despite  mas- 
tervention,  their  efforts  so 
/en'1  worked.  The  rising  dol- 
ild  hurt  companies  with 
)verseas  operations.  Indeed, 
ling  in  Merck  was  attribut- 
fhis  factor. 


May  18-24 


BONDS 

May  Nov 


May     May  18-24 


THE  DOLLAR 

May       Nov.  May 


May  18-24 


■  320 

-  319  14 


Shearson  Lehman 
Treasury  Index 
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52-week  change 

+25.8% 


1  -week  change 
-1-0.5% 


52-week  change 


1  -week  change 
+  1.5% 


1  -week  change 
+  1.7% 
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STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
DMPANIES  (Russell  1000) 

COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

2483.9 
168.9 
169.5 
181.3 

0.9 
0.6 
0.7 
0.6 

26.6 
25.5 
21.2 
25.1 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.7% 
8.6% 
3.4% 
12.5 

8.5% 
8.8% 
3.3% 
12.4 

6.5% 
9.3% 
3.8% 
13.6 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

CN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculotive  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

292.2 
68.5% 
0.22 
1.63 

290.2 
68.3% 
0.22 
1.58 

Positive 
Neutral 
Negative 
Positive 

)N  (FINANCIAL  TIMES  100) 
)  (NIKKEI  INDEX) 
m  (TSE  COMPOSITE) 

2132.7 
33,851.8 
3667.4 

-1.1 
-0.4 
-0.1 

19.2 
23.4 
15.3 

lUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

ELS  AND  MOTELS 

18.5 

46.4 

HILTON  HOTELS 

35.0 

86.2 

82% 

AEBUILDiNG 

11.1 

56.5 

KAUFMAN  &  BROAD 

20.0 

46.2 

14V4 

tNEERING  AND  CONSTRUCTION 

10.2 

36.2 

FLUOR 

1 1.3 

53.9 

27 1/8 

LDING  MATERIALS 

9.4 

2.3 

OWENS  CORNING 

16.0 

71.6 

313/4 

■CONDUCTORS 

9.2 

0.1 

MOTOROLA 

14.0 

12.5 

51% 

■WEEK  LAGGARDS 

% 

4-week 

change 

52 -week 

Weakest  $to<k  in  group 

% 

4-week 

change 

52-week 

Price 

D  MINING 

-6.1 

-5.6 

HOMESTAKE 

-9.6 

-14.2 

12% 

rAL  AND  GLASS  CONTAINERS 

-5.5 

16.4 

CROWN  CORK  &  SEAL 

-6.5 

28.8 

47 

FRUMENTATION 

-4.9 

-5.4 

HEWLETT-PACKARD 

-5.7 

-6.3 

53% 

WELL  EQUIPMENT  AND  SERVICES 

-4.2 

2.0 

BAKER  HUGHES 

-6.8 

1.5 

17 

ES 

-2.9 

-20.1 

INTERCO 

-27.3 

-95.1 

2 

ITUAL  FUNDS 


MORNINGSTAR  INC 


ERS 

eek  total  return 

% 

LAGGARDS 

Four-week  totol  return 

% 

ERMAN  DEAN 

1 1.8 

UNITED  SERVICES  GOLD  SHARES 

-12.2 

ENTIETH  CENTURY  GIRRUST  INVESTORS 

1  1.5 

STRATEGIC  INVESTMENTS 

-1 1.5 

mS  VENTURE 

10.2 

STRATEGIC  SILVER 

-7.6 

^ek  total  return 

% 

52-week  total  return 

% 

UFMANN 

JDDER  CAPITAL  GROWTH 

ANCIAL  STRATEGIC  HEALTH  SCIENCES 

66.7 
53.3 
51.8 

STRATEGIC  GOLD/MINERALS 

STRATEGIC  INVESTMENTS 

SLH  PRECIOUS  METALS  &  MINERALS 

-24.4 
-21.8 
-17.0 

^I^H  Average  fund 
52-week  totol  return 


LATIVE  PORTFOLIOS 


DATA  RESOURCES  INC, 


r  amounts 
sent  the  present 
!  of  $10,000 
ited  one  year 
n  each  portfolio 

ntoges  indicate 
ay  total  returns 


U.  S.  stocks 
$12,893 

+  0.96% 


Foreign  stocks 
$11,804 

-3.46% 


Treasury  bonds 
$11,783 

+  2.17% 


nil 


Money  market  fund 
$10,678 

+  0.16% 


Gold 
$8,013 

-2.67% 


'a  on  this  page  ore  as  of  market  close  Wednesday,  May  24,  1989,  unless  otherwise  indicated, 
y  groups  include  S&P  500  companies  only,  performance  ond  shore  prices  are  as  of  market  close 


Moy  23.  Mutual  fund  returns  are  OS  of  May  19  Relative  portfolios 
detailed  explanation  of  this  page  is  ovailoble  on  request 


are  valued  as  of  May  23.  A  i 
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AS  CHINA'S  PEOPLE  POWER  BLOSSOMS . . . 


From  time  to  time  throughout  its  history.  China  has 
been  swept  by  a  new  idea — from  Buddhism  to  commu- 
nism. And  now  it  is  happening  again.  The  sight  of 
milhons  of  students,  workers,  intellectuals,  and  other  Chi- 
nese trying  to  impose  their  will  against  the  wishes  of  Pre 
mier  Li  Peng  and  his  fellow  hardliners  seems  to  establish 
more  firmly  than  ever  that  Western-inspired  ideals  of  eco- 
nomic and  political  freedom  are  taking  hold. 

Ob\iously,  it  won't  happen  overnight.  Zhao  Ziyang,  if  reaf- 
firmed as  leader  of  the  Communist  Party,  will  be  confronted 
with  enormous  difficulties.  And  it  is  unlikely  that  China  will 
ever  become  a  Western-style  democracy,  or  that  it  will  ever 
turn  into  a  laissez-faire  capitalist  state.  Whatever  evolves 
will  have  a  distinctly  Chinese  character,  just  as  Indian  Bud- 
dhism and  Mitteleuropaeischer  communism  took  on  Chinese 
complexions  when  they  entered  the  countiy. 

This  fascinating  moment  in  Chinese  history  has  been  at 
least  a  decade  in  the  making.  Deng  Xiaoping  launched  his 
Open  Door  and  Four  Modernizations  schemes  in  1978  and 
1979,  respectively.  They  were  an  attempt  to  jump-start  a 
woefully  inefficient  system  that  had  been  hermetically 
sealed  off  from  the  outside  world.  But  certainly  Deng  never 
intended  that  the  exposure  would  fundamentally  change 
China's  political  structure. 

The  tens  of  thousands  of  Chinese  students  living  in  the 
U.  S.  and  other  Western  nations  undoubtedly  have  helped 
communicate  a  vision  of  the  outside  world.  So,  too.  have 


Western  radio  broadcasts  from  Voice  of  America  and  it 
BBC.  So\iet  leader  Mikhail  S.  Gorbachev's  view  that  scit 
political  and  economic  freedoms  can  be  grafted  onto  a  c<^r 
munist  system  also  have  had  deep  impact. 

But  perhaps  most  powerful  has  been  the  knowledge  tit 
the  Chinese  living  in  Hong  Kong,  Taiwan,  and  elsewhertji 
the  world  have  achieved  better  living  standards.  When  if 
Chinese  living  in  Guangdong  province  see  their  Hong  Ki . 
cousins,  and  when  the  Chinese  in  Fujian  province  meet  th 
Taiwanese  relatives,  they  get  a  powerful  message:  Chin  • 
living  in  capitalist  societies  are  considerably  happier 
richer. 

Of  course,  even  if  Zhao  and  his  reformers  regain  ; 
upper  hand,  there  are  serious  problems  ahead:  inflat.. 
corruption,  and  shortages  of  power  and  raw  materials, x 
name  a  few.  A  renewed  dash  for  growth  could  also  exad- 
bate  the  age-old  divisions  between  coastal  and  inland  e- 
gions,  between  cities  and  rural  areas,  and  between  Beijig 
and  the  provinces.  That  has  the  potential  for  provokig 
political  backlash. 

But  it  does  seem  that  a  New  China  is  being  created.  lis 
characterized  by  a  desire  for  both  economic  and  polital 
freedom.  As  the  demonstrations  attest,  this  desire  has  e- 
come  an  irresistible  force.  The  old  guard  may  stall 
attempt  to  repress  the  New  China.  But  it  seems  od1|^ 
matter  of  time  before  Chairman  Mao's  movement  undergis  ' 
a  fundamental  transformation. 


. . .  GORBACHEV'S  REVOLUTION  TAKES  ROOT  ^ 


arxism  sprang  from  a  misguided  revulsion  against 
the  marketplace  and  against  the  industrial  revolu- 
tion's seemingly  unfair  distribution  of  benefits  be- 
tween capital  and  labor.  And  when  Marxism  finally  came  to 
be  applied,  it  happened  in  backward  countries — Russia  and 
China — in  which  tradition  had  produced  states  with  the  abili- 
ty to  infiict  almost  infinite  suffering  and  deprivation  on 
populations  without  losing  power. 

In  1917,  Russia  was  a  largely  rural,  feudal  society  woeful- 
ly unindustrialized  even  by  the  standards  of  the  time.  So  the 
whole  of  Soviet  post-1917  histoiy  has  been  a  forlorn  econom- 
ic catch-up  operation  conducted  in  a  straitjacket  in  which  the 
market  was  not  allowed  to  work.  And  the  deep  strains  that 
run  through  Russian  history  haven't  helped.  Dating  back  to 
the  Duchy  of  Moscow,  there  has  been  a  fear  of  encirclement 
that  has  produced  deep  patriotism  but  also  a  need  to  absorb 
neighboring  countries  or  at  least  neutralize  them  as  a  buffer 
zone.  And  there  is  a  long  secret  police  tradition.  So  right 
from  the  start  the  Bolsheviks  had  an  underperforming  econ- 
omy, an  aggressive  foreign  policy,  and  an  efficient  appara- 
tus for  repression.  With  minor  modifications  it's  been  like 
that  for  more  than  70  vears. 


Under  Gorbachev.  Moscow  is  trying  to  move  away  fija 
these  ancient  fixations.  This  is  a  leader  who  understa^ 
that  in  today's  world  the  Duchy  of  Moscow  can't  remain 
island.  Its  old  techniques  for  bridging  the  technological 
just  can't  match  the  speed  of  change.  Even  superb  es 
nage  is  unable  to  keep  pace  with  product  cycles  of  bewil 
i  ing  speed  and  complexity.  That,  in  turn,  means  that 
'  disposable  sui-plus  for  the  military  sector  can't  be  m 
tained  without  eroding  the  already  low  standards  of  pri 
consumption,  limiting  the  Soviet  capacity  for  aggressive 
eign  policy.  Accordingly,  Gorbachev  is  scrapping  rigid 
tral  planning  in  favor  of  market  forces.  And  he  is  mat 
precedent-shattering  initiatives  for  disarmament.  Tragicj 
the  Bush  Administration  is  not  showing  the  imagination  11 
it  needs  to  cope  with  this  latest  Russian  revolution. 

Sure,  there  are  risks.  But  the  West  needs  a  program  r 
disarmament  that  is  at  least  as  sweeping  and  bold  as  th  ; 
proposed  by  Gorbachev.  He  has  already  shown  willing!  > 
to  reduce  Warsaw  Pact  conventional  forces  even  more  t  i 
those  of  NATO.  Washington  must  take  the  lead  in  pusi  [ 
for  a  N'ATO  consensus  to  bring  that  about.  Otherwise,  Gee  ; 
Bush  may  well  find  himself  on  the  wrong  side  of  histoii 
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The  Big  Three  are 
trying  to  create  new 
marketing  strategies 
to  reverse  a  slump 
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Some  banks 
look  at  these  and 
just  see  boats. 


We  see  things  a  little  differently.  When  we  looked  at  our  portfolio 
of  boat  loans,  we  spotted  an  opportunity  that  many  others  missed. 
We  saw  a  way  to  package  these  loans  into  a  high-grade  security, 
opening  up  a  new  market  for  issuers  and  investors  alike. 

Even  more  important,  Chemical  helped  unlock  the  same 
potential  for  corporate  clients.  During  the  past  year,  our  affiliate, 
Chemical  Securities,  Inc. ,  helped  package  and  sell  securities  backed 
by  Chrysler  Financial  Corporation's  boat  loans.  Banc  One  Ohio 
Corporations  auto  loans,  and  Fleetwood  Credit  Corp.'s  recreational 
vehicle  retail  contracts. 

As  a  result,  in  1988  Chemical  Banking  Corporation  was  number 
one  among  all  banking  organizations  in  asset-backed  securities.  And 
the  Chrysler  transaction  made  Chemical  Securities,  Inc.  the  first 
bank-affiliated  underwriter  to  lead-manage  a  public  issue  for  a 
corporate  client. 

You  may  not  have  boat  loans  on  your  balance  sheet.  But  other 
value  may  be  hidden  there.  To  help  you  discover  it,  you  need  specialists 
like  those  at  Chemical— advisors  with  a  different  nerspective. 

CKMICALB^^ilNK 

The  bottom  line  is  f  xcellencef 
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The  liaine  Card  that give^i  you  a  2-^-hour  travel  t^ervice,  a  year-end  ^iuininary  c 
your  charge^u  ca^ih  acce^ui  at  home  and  abroad,  and  ^io  many  other  ^ieiuiible  tierii 
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Change  from  last  week:  -0.1% 
Change  from  last  year:  2.9% 
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The  production  index  was  nearly  unchanged  for  the  week  ended  May  20.  On  a 
seasonally  adjusted  basis,  output  of  poper,  trucks,  outos,  coal,  ond  electric  power 
declined.  Crude-oil  refining,  steel,  ond  lumber  production  were  up  slightly.  Rail-freight 
traffic  and  paperboord  output  were  unchonged  for  the  week.  Prior  to  calculotion  of 
the  four-week  moving  average,  the  Index  increased  to  176  from  175  during  the 
week  before. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc 
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The  leading  index  fell  slightly  for  the  week  ended  May  20.  For  the  latest  wed 
higher  stock  prices,  lower  bond  yields,  and  faster  growth  rates  for  materials  pricJ 
real  estate  loans,  and  M2  indicated  continued  growth  in  the  economy.  These 
portioliy  offset  by  a  shorp  rise  in  the  number  of  business  failures.  Before  calculatil 
of  the  four-week  moving  overage,  the  index  increased  to  209.5  from  207.6  in  ' 
previous  week. 

Leading  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (5/27)  thous.  of  net  tons 

1,954 

1,971  # 

-3.2 

AUTOS  (5/27)  units 

147,404 

159,479r# 

-9.1 

TRUCKS  (5/27)  units 

85,832 

89,073rit 

2.4 

ELEQRIC  POWER  (5/20)  millions  of  kilowatt-hours 

50,362 

49,583* 

0.6 

CRUDE-OIL  REFINING  (5/20)  thous.  of  bbl./doy 

13,414 

13,133  c: 

0.1 

COAL  (5/20)  thous.  of  net  tons 

18,896*: 

19,01 1 

9.0 

PAPERBOARD  (5/20)  thous.  of  tons 

737.6# 

733. 8r 

1.1 

PAPER  (5/20)  thous.  of  tons 

712.0?; 

744. Or 

0.8 

LUMBER  (5/20)  millions  of  ft. 

484.0?: 

476.1 

-5.6 

RAIL  FREIGHT  (5/20)  billions  of  ton-miles 

19.8  = 

19.7 

3.7 

Sources:  American  Iron  &  Steel  Inst,,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept  ,  American  Paper  Inst.,  WWPA',  SFPA^,  Associotion  of 
American  Railroods. 

latest 
week 

Week 
090 

Year 
ago 

JAPANESE  YEN  (5/31) 

143 

143 

126 

GERMAN  MARK  (5/31) 

1.99 

2.01 

1.72 

BRITISH  POUND  (5/31) 

1.57 

1.57 

1.81 

FRENCH  FRANC  (5/31) 

6.74 

6.81 

5.83 

CANADIAN  DOLUR(5/3i) 

1.21 

1.20 

1.23 

SWISS  FRANC  (5/31) 

1.72 

1.79 

1.43 

MEXICAN  PESO  (5/3 1)5 

2,472 

2,465 

2,300 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

in  units  per  L 

.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

GOLD  (5/31)  $/troyoz. 

361.800 

361.500 

-20.8 

STEEL  SCRAP  (5/30)  s  l  heavy,  $/ton 

1 14.50 

1 14.50 

1.3 

FOODSTUFFS  (5/29)  index,  1 967  =  1 00 

226.6 

228.5 

-2.9 

COPPER  (5/27)  (./lb. 

116.2 

124.7 

11.8 

ALUMINUM  (5/27)  ?/lb. 

96.5 

100.8 

-20.2 

WHEAT  (5/27)  it  2  hard,  $/bu. 

4.46 

4.54 

33.1 

COTTON  (5/27)  strict  low  middling  1-1/16  in.,  t//lb. 

62.47 

62.79 

0.9 

Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Reseorch  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

LEADING  INDICATORS 


Latest 


Week 
ago 


%Ch«, 
yeaiitj 


STOCK  PRICES  (5/26)  s&P  500 


320.04 


317.63 


CORPORATE  BOND  YIELD,  Aaa  (5/26) 


9.41  % 


9.54% 


INDUSTRIAL  MATERIALS  PRICES  (5/26) 


104.4 


106.2 


III 


BUSINESS  FAILURES  (5/19) 


254 


231 


REAL  ESTATE  LOANS  (5/17)  bil 


$323.3 


$322.2 


MONEY  SUPPLY,  M2  (5/15)  billions 


$3,075.6     $3,07 1.7r 


INITIAL  CUVIMS,  UNEMPLOYMENT  (5/13)  thous 


326 


310 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  ( 
Brodstreet  (failures  of  large  componies).  Federal  Reserve  Board, 
ally  adjusts  data  on  business  failures  and  real  estote  loans. 


MONTHLY  ECONOMIC  INDICATORS 


index:  1980=100),  Dl 
Labor  Dept.  CIBCR  seJ 


Month 
ago 


%Ch|* 
yeain 


1 2  LEADING  INDICATORS  COMPOSITE  (Apr.)  index    1 45  7 


144.6 


NEW  HOME  SALES  (Apr.)  annual  rate,  thous. 


620 


559 


PERSONAL  INCOME  (Apr.)  annual  rate,  billions      $4,369.3  $4,351.6 


CONSUMER  SPENDING  (Apr.)  billions 

$3,424.4 

$3,388.5 

.3 

Sources:  Commerce  Dept.  1 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

1 

%Ck3« 
yeai|» 

MONEY  SUPPLY,  Ml  (5/15) 

$773.1 

$773. Or 

'7 

BANKS'  BUSINESS  LOANS  (5/ 1 7) 

316.9 

316.8r 

.6 

FREE  RESERVES  (5/17) 

350r 

688r 

-.2 

NONFINANCIAL  COMMERCIAL  PAPER  (5/17) 

123.1 

122,8 

 h 

.7 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
o  two-week  period  in  millions). 

pt  for  free  reserves 

,  which  ore  expresse  Cf 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Ye 

FEDERAL  FUNDS  (5/30) 

9.77  % 

9.73  % 

PRIME  (5/31) 

1 1.50 

1 1.50 

9.C 

COMMERCIAL  PAPER  3-MONTH  (5/30) 

9.31 

9.21 

7.^ 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/31) 

9.55 

9.50 

7.' 

EURODOLUR  3-MONTH  (5/24) 

9.46 

9.56 

7.' 

Sources:  Federal  Reserve  Board,  First  Boston 

it  Row  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipiF>t. 
1  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful  ; 
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The  end  d  the 
error  messaga 


C>  File  not  found 


ch  one  of  these  PC  screens  is 
dng  something  different.  But 
y're  all  telling  you  the  same 

Qg. 

fou  and  your  data  are  in  a 
lole  lot  of  trouble. 
Perhaps  someone  hit  the 
ong  key  and  deleted  your 
ja.  by  accident. 

Perhaps  ifs  simply  lost  some- 
lere  on  your  disk. 
3r  perhaps  the  disk  is  cor- 
)ted  and  everything  is  lost. 

Perhaps  you 
J  should  get  the 
m'^  new  Norton 
Utilities! 


Because  only 
the  Norton  Util- 
ities can  take 
^!^^   the  terror  out  of 

'he  Standard  EdMon  thCSC  errOr 

\ves  you  UnErase.  File  ^    i-ixv.wv.  v^xxv^-x 

i  and  a  range  of  features,  ITieSSageS . 
ions  and  enhancements—  yr 

at  an  even  more  II  someone 

reasonable  pr,ce.  aCCldentally 

leted  your  data,  fear  not. 
ir  legendary  UnErase'  can 
>urrect  it  with  a  few  simple 
^strokes. 

K  you've  misplaced  it— which, 
len  you're  dealing  with  a  hard 
>k,  is  terrifyingly  easy  to  do— 
r  File  Find  will  come  to  the 
scue. 

And  what  if  worse  comes  to 
)rst  and  your  whole  disk  goes 
wn? 

Cheer  up. 


0  Ceneral  Failure  errop 


C)  ftWt,  Retrs,  Ignore,  Fail? 


C)  Hon-Snsten  disk  or  disk  emr 


0  Disk  Boot  failure 


C>  Invalid  drive  specification 


The  extraordinary  new 
Norton  Disk  Doctor"  will  deter- 
mine the  exact  nature  of  the 
problem,  report  it  and,  in  most 
cases,  fix  it  for  you. 

All  by  itself. 

In  fact,  if  the  Doctor  can't  cure 
your  corrupted  floppy  or  hard 
disk,  then  Buster,  you've  got  one 
corrupt  disk. 

In  which  case,  you'll  need  to 
refer  to  The  Norton  Trouble- 


shooter,  a  158-page  guide  to  find- 
ing and  fixing  most  anything  that 
could  go  wrong. 

Don't  worry  you  don't  have  to  go 
to  the  library  or  the  bookstore  to 
refer  to  it,  because  it's  included  in 
the  Advanced  Edition. 

Along  with  24  more  organiza- 
tional and  disk  management  utili- 
ties we  don't  have  space  to  mention. 

PC  Magazine  calls  the  Norton 
Utilities  "indispensable'.' 

You'll  want  to  call  your  local 
software  dealer  Or  call  us  at 
1-800-365-1010. 

Then  you'll  have  nothing  to  fear 
but  fear  itself. 


f  NORTON 
UTILITIES 


COMPUTING 


Designed  for  the  IBM"  PS/2'  and  PC  families  and  100%  compatibles.  ©  1989  Peter  Norton  Computing,  Inc.  All  rights  reserved. 


SHE  SUFFERS  FROM  A 
SERIOUS  DRINKING  PROBLEM 


r 


She  doesn't  know  it  yet,  but 
Melissa's  problem  is  her  Mom. 

Her  mother  is  an  alcoholic. 

Melissa  is  just  one  of  the  7  mil-' 
lion  children  of  alcoholics  in  desperE 
need  of  help.  | 

As  she  grows  up,  if  she  conforrj; 
to  the  usual  pattern,  here's  what  will 
happen: 

She  won't  do  well  m  school.  Sh 
won't  have  many  friends.  She'll  start 
feeling  guilty.  (She'll  actually  believe 
It's  all  her  fault.) 

She'll  also  feel  very  scared. 

Later,  in  her  teens,  she'll  prob- 
ably start  dnnkmg  herself 

The  evidence  suggests  that 
children  ot  alcoholics  are  four  times 
more  likely  than  other  kids  to  becorr 
alcoholics  themselves. 

It's  a  cycle  that  could  easily  go 
on  forever. 

At  the  Children  of  Alcoholics  \ 
Foundation,  we  know  there's  no 
simple  answer 

But  we  do  know  ways  to  reduc 
the  suftenng  of  children  like  Melissa.! 

We  have  educational  programs 
and  we  promote  research. 

We  can  also  put  sufferers  in  ; 
touch  with  programs  offering  guid- 
ance to  children  and  parents. 

We're  trying  to  break  the  cycle 
but  we  can't  do  it  alone. 

If  you'd  like  to  help,  send  just 
$10,  or  more  if  you  can  afford  it. 

In  reaim,  we'll  send  you  report 
and  information  about  this  complex 
and  alanningly  widespread  problemi 

It's  one  face  of  alcoholism  that's' 
remained  anonymous  long  enough. 

CHILDREN  OF  ALCOHOLIC! 
FOUNDATION,  INC. 

200  Park  Avenue,  31st  Floor,  New  York,  N| 
10166  Tel:  (212)949-1404 


You're  looking  at  a  remark- 
able pair  of  glasses,  developed 
from  space  technology,  that  helps 
a  deaf  person  read  lips. 

A  tiny  but  powerful  micro- 
phone on  the  frame  connects  to 
a  portable  computer,  which 
converts  spoken  words  into  visual 
cues  that  appear  right  on  the  lens 
of  the  glasses,  almost  as  fast  as  the 


person  being  viewed  speaks. 

Helping  the  eyes  do  what  the 
ears  cannot  is  just  one  of  the  prac- 
tical, down-to-earth  applications 
of  space  technology.  To  find  out 
more  about  it,  call  the  U.S.  Space 
Foundation  at  1-800-255-1000. 
Or  write  to:  United  States  Space 
Foundation,  P.O.  Box  1838, 
Colorado  Springs,  Colorado  80901 , 


SMCE  TmNOLOOY.  THIS  IS  WIUTS  IN  IT  FOR  YOU. 


If  You're  Having  AProblemWithYour  Phone  System, 
We'll  Come  Over  And  Straighten  It  Out. 

At  GTEL,  we'll  be  glad  to  help  you  clean  up  this  mess.  Even  though  we  didn't  make  it. 
Why? 

Because  when  we  do  a  good  job  for  you  in  this  kind  of  situation,  the  next  time  you  need 
to  change,  upgrade,  or  completely  redesign  your  phone  system,  we  hope  you'll  turn  to  us. 

Of  course,  if  you'd  like  to  prevent  problems  like  this  altogether,  then  one  of  our  five 
maintenance  plans  could  be  just  what  you  need  to  keep  your  system  running  smoothly 

So  whether  it's  an  NEC,  Northern  Telecom,  Focus  or  Rolm  phone  system  that's  giving 
you  trouble,  when  you  come  to  GTEL  we  can  go  to  work  on  the  problem  immediately 

Just  call  one  of  our  representatives. 

It's  a  connection  you'll  never  regret  making.  1-800-637-5323 

GTEL  SB 
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WHY  INFLATION  WHIPS 
THE  STOCK  MARKET 


The  fact  that  common  stock  prices 
don't  keep  pace  with  inflation  may 
be  explained  more  simply  than  by  the 
theories  of  David  P.  Ely  and  Kenneth  J. 
Robinson  ("Why  stocks  get  weaker  as 
inflation  gets  stronger,"  Economic 
Trends,  Apr.  24).  The  answer:  income. 

Every  pension  or  endowment-fund 
trustee,  money  manager,  or  homeowner 
knows  that  you  can't  pay  a  beneficiary, 
a  college  professor,  or  a  mortgage  bank- 
er with  unrealized  capital  gains.  You 
need  cash  to  pay  rising  costs.  In  the 
inflationary  periods  of  recent  years,  divi- 
dends have  failed  to  meet  this  need,  and 
no  conservative  money  manager  would 
propose  a  kamikaze  strategy  based  on 
short-term  trading  of  stocks  to  achieve 
higher  regular  cash  returns. 

To  replace  stocks,  our  capital  markets 
have  invented  highly  liquid,  short-term, 
interest-bearing  paper  that  does  ap- 
proach the  goal  of  tracking  inflation. 
Such  instruments  succeed  for  mostly 
structural  reasons:  deductibility  of  inter- 
est to  the  issuer,  short  maturities,  rapid 
rollover,  and  efficient  trading  markets 
that  continuously  reset  interest  yields. 

In  the  inflation  of  the  unlamented 
1970s,  dividend  yields  v/ould  have  had  to 
reach  10%  to  207r>  to  beat  cash  returns. 
Historically,  such  jields  on  investment- 
grade  stocks  are  almost  unknown.  And 
the  nondeductibility  of  dividends,  their 
double  taxation,  and  the  high  cost  of 
issuing  equity  assure  that  such  yields 
will  be  unknown  in  the  future. 

All  this  suggests  an  answer  to  the 
question,  why  do  some  money  managers 
take  chances  on  junk  bonds?  Because 
they  are  under  pressure  to  produce  high 
cash  returns.  In  inflationary  times,  one 
hears  one's  client  saying:  "Take  the  cash 
and  let  the  capital  gains  go!" 

Alexander  S.  Gardner 
President 
Alexander  Gardner  &  Co. 
New  Canaan,  Conn. 

The  answer  to  the  question  "Why 
can't  the  market  tolerate  high  infla- 
tion?" seems  to  be  the  same  as  to  why 
the  "rule  of  21"  still  works.  The  rule 


states  that  when  the  price-earnings  of 
the  Dow  Jones  industrials  plus  the  rate 
of  inflation  total  20  or  more,  the  market 
is  vulnerable.  Prior  to  the  October  crash, 
the  rate  of  inflation  was  5%;  the  p-e  of 
the  Dow,  18.4%.  Bingo. 

During  inflationary  periods,  so  much 
of  corporate  earnings  are  a  result  of 
inventory  profits  (which  are  illusory  and 
nonrecurring)  that  the  market  p-e  must 
be  adjusted  downward  to  reflect  this. 

Thus,  in  periods  of  low  inflation  with 
truer  earnings,  the  market  p-e  rises,  re- 
sulting in  higher  stock  prices.  Real  earn- 
ings encourage  increased  dividends  that 
provide  a  higher  real  rate  of  return  than 
during  periods  of  rising  inflation. 

R.  C.  DeMont 
Vice-President 
Richardson  Greenshields  of  Canada  Ltd. 

Halifax,  Nova  Scotia 

ASIAN  WAGES  ARE 

STILL  PLEHTY  CHEAP  

Are  you  kidding?  Your  headline  asks 
the  question,  "Is  the  era  of  cheap 
Asian  labor  over?"  (International  Busi- 
ness, May  15),  and  you  point  out  that 
wages  in  the  most  prominent  Asian  Ti- 
gers have  gone  up  to  $2  to  $3  per  hour 
on  the  average.  'This  compares  with  $8 
to  $10  in  the  U.  S.  and  Europe.  But  in 
the  early  spring,  I  visited  Bombay, 
Bangkok,  and  Manila — cities  in  countries 
with  plenty  of  people  seeking  jobs. 
There  the  wage  is  closer  to  50$  per  hour. 

I  remember  when  Taiwan  was  at  16$ 
and  Singapore  at  32$  per  hour,  in  1971. 
Mexico  was  50$  then.  Today  it  is  $1.25  at 
the  border — a  not-overlooked  bargain 
for  serving  the  U.  S.  market. 

Richard  L.  Bolin 
Director 
Flagstaff"  Institute 
Flagstaff,  Ariz. 

ENTREPRENEURS  DEPEND  ON 
THE  LITTLE  CUY  FOR  SEED  MONEY 

James  Poterba  of  Massachusetts  Insti- 
tute of  Technology  is  right  when  he 
says  that  individual  investors  would  be 
the  primary  beneficiaries  of  a  cut  in  the 
capital-gains  tax  ("Don't  expect  any  capi- 
tal-gains tax  cut  to  nourish  startups," 
Economic  Trends,  Apr.  24).  But  he  is 
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wrong  when  he  claims  that  individuals 
furnish  only  a  small  portion  of  Ameri- 
ca's risk  capital. 

In  fact,  individual  investors  account 
for  the  lion's  share  of  risk  capital  in  this 
country,  according  to  a  study  by  the 
Small  Business  Administration.  They 
provide  the  crucial  seed  money  for  start- 
up companies.  Since  these  individuals 
pay  taxes  on  their  investments,  they  are 
naturally  sensitive  to  changes  in  the  tax 
code,  and  under  the  current  policy  gov- 
erning capital  gains,  they  are  given  in- 
centives to  shift  their  money  out  of  long- 
term,  productive  investment  and  into 
short-term  speculation.  Their  motive  in 
doing  this  is  to  maximize  their  return 
while  minimizing  their  risk. 

Society  loses  when  we  channel  funds 
away  from  productive  investment. 
America's  future  international  competi- 
tiveness is  threatened  when  we  fail  to 
invest  in  entrepreneurs  today. 

Frank  Caufield 
President 

National  Venture  Capital  Assn. 

Arlington,  Va. 

SUGAR:  THE  U.S.  IS  ONLY 
PROTECTING  ITSELF  

The  commentary  on  the  U.  S.  sugar 
program  ("U.  S.  consumers,  and  the 
Caribbean,  are  getting  a  sour  deal  on 
sugar,"  Top  of  the  News,  May  8)  makes 
the  unfortunate  error  of  explaining  sug- 
ar policy  as  if  it  were  strictly  a  U.  S.- 
Caribbean issue. 

In  fact,  the  real  problem  is  not  that 
U.  S.  sugar  prices  are  artificially  high, 
but  that  world  sugar  prices  are  artificial- 
ly low — the  result  of  a  worldwide  pat- 
tern of  abusive  subsidies.  For  example, 
in  little  over  a  decade,  the  European 
Community's  sugar  regime  has  turned 
the  EC  from  a  major  net  sugar  importer 
to  the  world's  largest  exporter.  In  the 
process,  world  sugar  prices  have  been 
depressed  far  below  any  country's  cost 
of  production. 

The  U.  S.  market  is  important  to  Ca- 
ribbean producers  because  here  they  can 
get  a  reasonable  price  for  their  sugar.  It 
would  do  their  economies  little  good  to 
export  more  sugar  if  all  they  can  get  is 
the  depressed  world  "dump  price."  Yet 
that  is  what  they  would  face  if  the  U.  S. 
canceled  its  sugar  program  unilaterally. 
Economic  studies  have  shown  that  the 
major  beneficiaries  of  such  a  change 
would  be  the  EC  and  Cuba,  not  Caribbe- 
an Basin  Initiative  nations. 

The  real  solution  is  to  negotiate  world- 
wide reforms  at  the  multilateral  trade 
talks.  With  this  in  mind,  Agriculture  Sec- 
retary Clayton  K.  Yeutter,  no  friend  to 
protectionism,  says  the  U.  S.  should  not 
unilaterally  change  its  program  because 


CORRECTIONS  &  CLARIFICATIONS 

In  the  BUSINESS  WEEK  Top  1000  special 
issue,  American  Petrofina  Inc.  should 
have  appeared  on  the  list  of  1988's  top 
200  mergers  and  acquisitions.  If  its 
purchase  of  some  of  Tenneco  Inc.'s  ex- 
ploration and  production  operations  for 
$600  million  had  been  taken  into  ac- 
count, Petrofina  would  have  ranked 
about  85th. 

The  cartoon  positioned  at  the  bottom  of 
the  page  of  In  Business  This  Week 
(May  1)  should  have  been  credited  to 
Gary  Huck. 


that  would  remove  the  incentive  for 
groups  such  as  the  EC  to  reform. 

Corn  refiners  are  more  than  ready  to 
compete  on  economic  terms  with  sugar 
producers  in  any  country.  But  like  the 
CBI  nations,  we  can't  compete  with  gov- 
ernment-subsidized export  dumping. 
That's  why  we  need  the  U.  S.  sugar  pro- 
gram until  we  can  get  real  reform. 

Robert  C.  Liebenow,  President 
Corn  Refiners  Assn. 
Washington 

WHAT  MADE  THE  THRIFTS 

GO  BELLY-UP  

The  editorial  "Are  the  thrifts  getting 
another  easy  ride?"  (Editorials,  Apr. 
24)  stated:  "A  major  reason  that  the  S&L 
crisis  spun  out  of  control  is  that  many 
thrift  owners  had  virtually  no  equity  in- 
vested in  their  institutions."  Most  of  the 
institutions  where  there  was  fraud  and 
self-dealing  were  stock  companies  in 
which  the  owners  had  money  invested. 
There's  another  part  of  the  industry 
called  mutual  savings  and  loans  that  are 
owned  by  the  depositors.  I  think  you  will 
find  most  of  these  institutions  solvent. 

The  six  or  maybe  even  seven  thrifts  in 
Texas  that  were  guilty  of  impropriety 
and  self-dealing,  and  even  possibly 
fraud,  did  not  cause  the  collapse  of  the 
thrift  industry  in  the  Southwest.  It  was 
the  economy  and  a  real  estate  collapse. 

Marvin  G.  Kelfer 
President  and  Chairman 
Travis  Savings 
San  Antonio 

DOES  STEEL  REALLY 

NEED  ITS  SHIELD?  

Robert  Kuttner  proves  the  obvious  in 
his  essay  on  the  steel  Voluntary  Re- 
straint Agreement  ("Why  scrap  a  steel 
policy  that  works?"  Economic  View- 
point, May  22).  Nothing  in  anything  I 
have  read  by  Adam  Smith  denies  that  an 
industry  that  is  protected  by  any  of  a 


variety  of  restraints  of  trade  will  m 
more  money  than  one  that  is  not.  IV 
cantilists  such  as  Kuttner  have  cont< 
ed  for  centuries  that  industries  she 
be  protected  for  the  national  good, 
the  early  1800s,  we  heard  about  "inf 
industries."  Now,  it's  senescent  inc 
tries  such  as  steel  that  need  protecti 
The  question  I  ask  Kuttner  is  t 
How  much  more  for  steel  have  u^ 
paid  as  a  result  of  the  government's 
advised  steel-industry  welfare  progrg 
That  is  the  question  the  supposedly 
solescent  Adam  Smith  would  h 
asked.  Kuttner  ignored  it  completely 
Sherwood  G.  Brij 
New  Orle 

Regarding  Robert  Kuttner's  colui 
kkeep  in  mind  that  domestic  s 
customers  will  always  buy  cheaper 
eign  steel  given  the  opportunity 
leave  the  American  steel  industry  ha 
ing  in  limbo  until  it's  too  late. 

James  J.  Taj 
Vice-Presid 
Prochemco  1 
East  Gary,  I 

WHY  IT  WOULD  MAKE  SENSE  TO 
HAVE  ONLY  ONE  LABOR  LAW 


■ must  agree  with  your  editorial 
there  are,  at  least,  two  labor  laws 
many  ("Two  labor  laws  are  one 
many,"  Editorials,  Mar.  20).  Hav 
practiced  labor  law  for  many  years 
the  general  counsel's  office  of  the 
tional  Labor  Relations  Board  (NLRB) 
as  a  representative  of  management! 
the  private  sector,  I  can  confirm  tl 
your  conclusion  that  the  Railway  La 
Act  is  no  longer  productive  is  sadly 
rect.  With  all  of  its  faults,  the  Natinii! 
Labor  Relations  Act,  which  governs  (iv 
ployees',  employers',  and  unions'  rit;-^ 
in  the  "rest"  of  the  private  sector,  i.s  a 
example  of  legislative  brilliance.  M  e 
important,  the  NLRB's  personnel  has  a 
record  of  effective  administration  ira 
difficult  arena  of  competing  interests! 

The  RLA,  besides  being  an  arcane  £(d 
unrealistic  statute,  is  administeid 
through  at  least  two  different  fedeil 
agencies.  In  an  era  where  corporatids 
and  individuals  are  expected  to  tighn 
up  their  operations,  to  bring  the  ke 
remaining  portion  of  the  economy  unjr 
the  NLRB's  umbrella  would  make  a  grtt 
deal  of  economic  and  practical  sense.i 
Frank  T.  Marit 
Debit 


Letters  to  the  Editor  should  be  sent  to  Reac  s 
Report,  Business  Week,  1221  Avenue  of  the  Arni- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-6(5, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must;i- 
clude  an  address  and  daytime  and  evening  t'3- 
phone  numbers.  We  reserve  the  nght  to  edit  let's 
for  clarity  and  space. 
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\fter  all,  a  man  doesn't  score  an  eagle  every  day. 


tego  Y  Cia  1 989 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth.  So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men 
of  Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos 
in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  Is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you. 

And  let  any  moment  worth  savoring  linger  in  your  mind  with  all  the 
taste  and  aroma  of  a  Macanudo. 

MACANUD0®r/7e  ultimate  Cigar 
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THE  MANAGERIAL  MYSTIQUE:  RESTORING  LEADERSHIP  IN  BUSINESS 

By  Abraham  Zaieznik 

Harpers  Row  •  307pp  •  $22.95 


SO  MANY  MANAGERS, 
SO  FEW  LEADERS 


"Some  people  can  manage  and  some 
people  can 't  manage.  I  figure  I  can 
manage. " 

— Ernest  Bradshaw,  audit  supervisor 
From  Studs  Terkel's  Working 

Sure,  but  can  he  lead?  Can  anyone? 
If  the  volume  and  tone  of  today's 
literature  on  the  subject  are  any 
indication,  Americans  are  fascinated  by 
those  at  the  helm  of  business — and  disil- 
lusioned with  them,  too. 

Harvard  business  school  professor 
Abraham  Zaieznik  certainly  is.  True 
leadership,  he  argues,  is  made  of  "sub- 
stance, humanity,  and  morality.  We  are 
painfully  short  of  all  three  qualities 
in  our  collective  lives."  Our  corporations, 
he  says,  are  governed  by  caretakers — 
executives  vv'ho  substitute  mediocrity 
and  manipulation  for  substance  and 


vision.  The  managers  have  seized  control 
and  left  leadership  behind. 

The  Managerial  Mystique  is  a  grim 
treatise  on  the  degeneration  of  leader- 
ship in  Corporate  America  and  the 
resulting  decline  of  U.  S.  business  itself. 
Modern  executives,  the  author  asserts, 
have  twisted  Frederick  Taylor's  theories 
of  scientific  management,  organizing 
operations  without  improving  them. 
They  control  their  employees  with  psy- 
chological pressure  instead  of  motivat- 
ing them  with  good  examples.  Individ- 
uals are  subsumed  to  the  organization, 
and  lines  of  communication  are  down. 
Goal-setting  has  become  a  mechanical 
exercise:  Instead  of  thinking  innovative- 
ly,  managers  fall  back  on  what  has  suc- 
ceeded in  the  past,  afraid  to  deviate 
from  what  they  know  customers  like. 
Zaieznik  picks  former  ITT  Chief  Execu- 


tive Officer  Harold  Geneen  as  an  obj(  \ 
lesson  in  how  not  to  run  a  company.  1  ,f( 
argues  that  Geneen's  passion  for  pi  jji 
cess  over  substance  reflected  "the  an 
gant  confidence  in  the  mystique  that  h 
overpowered  the  mentality  of  corport 
chief  executives."  It  also,  he  says,  fore 
Geneen's  eventual  downfall.  His  lust  I 
control,  for  instance,  led  him  to  acqui 
dozens  of  unrelated  businesses  that  so 
turned  sour. 

Most  American  business  schools  re 
force  the  managerial  mystique.  Th 
give  students  a  technical  education  anc 
sense  of  great  self-importance  but  fail 
instill  useful  and  lasting  values.  Once 
the  corporate  ranks,  the  graduates  ( 
velop  tunnel  vision  as  they  struggle  w 
Wall  Street's  penchant  for  short-tei 
profitability  and  with  takeover  artii 
who  see  no  further  than  the  bottom  lii 
This  environment,  Zaieznik  writes,  h 
"nailed  the  coffin  shut  on  business  as 
institution."  What  remains  are  organi: 
tions  devoid  of  identity,  corrupted 
politics,  and  unequipped  to  compete  in 
global  economy. 

That  is  exactly  what  executives  eveil 
where  need  to  hear.  It's  profoundly  re|f 
vant  at  a  time  when  those  we  consi 
true  leaders — Zaieznik  mentions  Stay 
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A  Mita  long  distance 
copier,  (or  fax  machine, 
as  some  people  prefer  to 
call  it),  can  reach  out  and 
send  a  copy  to  someone 
in  as  little  as  15  seconds* 
Cross  town.  Cross  country. 
Or  across  continents.  All 
it  costs  is  the  price  of  a 
phone  call.  And  with  a 
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15-tone  gray  scaleT  you 
can  be  sure  the  document 


or  photograph  you  send 
will  arrive  with  the  same 
crisp,  clear  copy  quality 
Mita  IS  famous  for. 

Of  course,  all  Mita  long 
distance  copiers  come 
with  a  list  of  features  as 
long  as  your  arm.  Take  the 
high-volume  TC-200,  for 
example.  It  offers  one- 


touch  dialing,  automatic 
redial,  and  delayed  dialingi 


lbs,  Sam  Walton,  and  Mary 
ly  Ash — are  the  exception 
:her  than  the  rule.  But  it's  not 
rticularly  new.  Zaleznik  made 
?  same  complaints  in  an  impor- 
it  1977  Harvard  Business  Re- 
?iv  article.  Managers  and 
aders:  Are  They  Different^ 
though  the  arguments  in  The 
magerial  Mystique  have 
own  more  mature,  passionate, 
d  compelling,  it's  a  bit  disap- 
inting  to  find  that  12  years  af- 
•  first  expounding  his  thesis, 
leznik  hasn't  come  up  with 
ich  new  material. 
Eventually,  we  get  the  mes- 
2;e  and  ask:  "So  what?"  After 
i  dissection  of  managerial  me- 
(crity,  Zaleznik  doesn't  oflfer 
iny  substantial  recommenda- 
ns.  He  writes  of  the  need  for 
agination  and  charisma.  He 
serves  that  managers  must  be 
lling  to  force  change  on  their 
^anizations.  He  insists  that 
elf-esteem  follows  not  from 
bmerging  oneself  in  the  team  and 
lowing  process,  but  from  facing  up 
problems,  assuming  responsibility, 
d  doing  good  work."  But  that  conclu- 
in  could  wrap  up  any  number  of  self- 
Ip  books,  and  it  doesn't  really  address 


the  problem  of  puffed-up  executive  egos. 

Zaleznik  would  also  have  our  mb.a.  pro- 
grams teach  leadership.  He  regards  to- 
day's top  business  schools  as  manage- 
ment factories,  where  bright,  jaded 
college  graduates  pick  up  enough  ana- 


lytical skills  to  become  bright, 
jaded  investment  bankers. 
There's  a  lot  of  truth  to  that. 
But  the  notion  that  business 
schools  can  train  people  to  be 
leaders  is  as  iffy  as  the  idea  that 
they  can  teach  people  to  be  ethi- 
cal, as  some  are  now  trying  to 
do.  Ever  since  Plato,  the  ques- 
tion of  whether  qualities  such  as 
creativity  and  morality  can  be 
learned  in  the  classroom  has 
been  a  matter  of  debate. 

The  leadership  dilemma  defies 
easy  answers  because,  as  Zalez- 
nik observes,  it's  a  product  of 
decades  of  social  programming. 
Today's  executives  are  in  love 
with  their  mystique  and  unlikely 
to  give  it  up.  So  the  creation  of  a 
new  class  of  leaders  requires  a 
revolution  in  American  business. 
Perhaps  such  change  can  come 
only  from  entrepreneurial  start- 
ups. Perhaps  it  must  be  forced 
upon  us  by  foreign  owners  or 
competitors.  One  thing  is  cer- 
tain: Like  any  bad  habit,  the  managerial 
mystique  will  be  tough  to  kick. 

BY  KEITH  HAMMONDS 
Hammonds  is  a  correspondent  in  BW's 
Boston  bureau  and  a  1.986' graduate  of  Har- 
rard  business  school. 
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fax  machine  on  the  market. 

So  if  you're  ready  to 
start  saving  time,  energy 
and  the  expense  of  over- 
night courier  bills,  why  not 
call  1-800-ABC-MITA,  (or 
write  Mita  Copystar  America, 
lnc.,RO.  Box  599,  Paterson, 
NJ  07424),  and  put  a  Mita 
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For  Daewoo,  innovation  isn't  just  a 


matter  of  staying  in  fashion.  It's  a 


matter  of  staying  in  business.  No  com- 


pany is  more  determined  to  stay  at  the 


THAT'S 
WHO! 


frontier  of  manufacturing  capability 
than  Daewoo.  That's  why  every  year 
Daewoo  invests  so  much  of  its  earn- 
ings in  Research  and  Development. 
And  that's  why  in  just  over  20  years, 
Daewoo  has  emerged  as  a  key  player 
in  fields  as  diverse  as  heavy  machinery 
and  finance,  automotives  and  trading, 
telecommunications  and  shipbuilding. 
For  more  information  on  how  Daewoo 
can  keep  your  company  at  the  cutting 
edge,  give  us  a  call  at  212-909-8200. 

DOEWOO 
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conomic  Viewpoint 


DON'T  LAUGH: 
THIS  PLAN  FOR 
REGULATING 
AT&T  ACTUALLY 
SOUNDS  GOOD 


BY  ALAN  S.  BLINDER 


Using  price  caps  for 
long-distance  service  should 
ease  bureaucratic  gridlock, 
spark  innovation,  and 
ultimately  cut  costs.  If  the 
scheme  flops,  some 
economists  will  have  egg 
on  their  faces 


ALANS  BLINDER  IS  I  Ht  GORDONS  RFNTSCHlER 
I  MEMORIAL  PROFFSSOR 
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old  the  phone.  The  Federal  Com- 
munications Commission  is  about 
to  change  the  way  it  regulates 
long-distance  telephone  service,  again. 
Last  time,  the  pressure  for  change  came 
from  a  court  case.  This  time,  economic 
arguments  put  forth  by  my  colleagues 
William  J.  Baumol  and  Robert  D.  Willig 
proved  persuasive  to  both  American 
Telephone  &  Telegraph  Co.  and  the  FCC. 
The  new  regulatory  system  is  designed 
to  mimic  the  results  of  a  competitive 
marketplace.  If  it  works,  consumers  will 
enjoy  better  service  at  lower  prices,  and 
AT&T — the  only  regulated  long-distance 
company — will  be  freer  to  make  deci- 
sions. If  the  scheme  fails,  some  econo- 
mists will  have  egg  on  their  faces. 

Until  now,  the  FCC  has  regulated  AT&T 
by  limiting  the  profit  it  is  permitted  to 
earn.  The  idea  is  to  hold  AT&T's  profit  to 
the  "fair"  rate  of  return  on  capital,  thus 
preventing  the  industry  giant  from  exer- 
cising its  market  power.  When  you  think 
about  it,  however,  rate-of-return  regula- 
tion is  a  remarkably  circuitous  route  to 
what  really  matters  to  consumers:  lower 
prices  for  phone  services.  After  all,  if  a 
single  company  can  grow  rich  while 
charging  prices  below  what  a  competi- 
tive industry  would  charge,  why  should 
consumers  care? 

An  ideal,  highly  competitive  telephone 
industry  would  best  serve  the  public  in- 
terest by  charging  the  lowest  prices  that 
could  be  maintained  in  the  long  run.  But 
the  technology  of  telecommunications 
gives  cost  advantages  to  big  companies, 
making  this  ideal  unattainable.  Price 
caps  are  meant  to  produce  the  substance 
of  competition  (low  prices)  without  the 
form  (numerous  companies)  by  limiting 
what  giants  such  as  AT&T  can  charge. 
WHY  CHANGE?  When  the  new  system 
goes  into  effect  on  July  1,  price  caps  will 
be  set  just  below  current  rates.  There- 
after, the  FCC  plans  to  allow  annual  price 
increases  but  limit  them  to  37"  less  than 
the  rate  of  inflation.  The  rationale  for 
this  rule  is  that  telecommunications 
costs  have  historically  grown  more  slow- 
ly than  economywide  inflation,  thanks  to 
rapid  technological  progress.  Letting  the 
price  caps  rise  by  less  than  inflation 
makes  the  industry  pass  productivity 
gains  along  to  consumers. 

Those  who  suffered  through  the 
breakup  of  the  Bell  System  are  probably 
now  thinking:  Oh  no,  not  again!  If  the 
regulatory  system  isn't  broke,  why  fix 
it?  The  answer  is  that  the  old  system  of 
rate-of-return  regulation,  if  not  broken, 
is  at  least  rusty.  The  new,  price-cap  sys- 
tem is  designed  to  repair  its  defects. 

First,  rate-of-return  regulation  is  bu- 
reaucratically  cumbersome  and  unduly 
adversarial.  Regulatory  proceedings  can 
take  months,  absorb  thousands  of  expen- 


sive labor  hours,  and  require  Solomo 
judgments  on  the  fair  rate  of  retui 
Under  price  caps,  interferences  w| 
business  decisions  should  be  mininrl 
simplifying  life  for  the  FCC  and  AT&Tf 

Second,  the  current  system  requi* 
more  information  than  economists,  | 
countants,  and  engineers  can  provide.  | 
assess  the  profits  AT&T  derives  from  | 
regulated  lines  of  business,  the  FCC  m 
know  the  costs  of  providing  those 
vices.  But  not  even  the  company  kno 
that.  For  example,  how  much  of  the  c 
of  running  AT&T's  central  administrat 
offices  is  properly  allocable  to  long-( 
tance  transmission?  Since  such  qu 
tions  are  unanswerable,  regulators 
back  on  arbitrary  accounting  procedu 
that  are  correct  only  by  sheer  luck 
enforce  price-cap  regulation,  regulat 
need  know  no  more  than  what  prices 
being  charged. 
REAPING  REWARDS.  Third,  and  proba 
most  important,  the  old  form  of  regi 
tion  leaves  little  incentive  for  technok 
cal  and  product  innovation.  Under  ri 
of-return  regulation,  a  company 
raises  its  productivity  or  invents  a 
product  soon  finds  its  profits  rising  ; 
regulators  clamoring  for  price  cuts  t 
will  reduce  profits  to  normal.  Un 
price-cap  regulation,  the  company 
reap  the  rewards  of  its  innovations, 
least  for  a  while,  because  new  produ 
will  not  have  price  caps  at  first.  The  r 
system  should  therefore  stimulate  in 
vation.  The  FCC  embodies  this  hope  in 
new  regulations  by  assuming  a  fut 
3%  annual  productivity  gain  even  thoi 
AT&T's  historic  rate  has  been  just 
The  company  must  innovate  faster- 
see  its  rate  of  profit  decline. 

Are  there  dangers  in  the  new  syste 
Of  course.  No  regulatory  mechanisn 
perfect.  The  main  worry  is  that  pi 
caps  will  be  set  at  inappropriate  lev 
If  they  are  set  too  high,  consumers  ' 
be  deprived  of  the  main  benefit  the  r 
system   promises   to  deliver:  chea 
long-distance  services.  If  prices  are  p 
too  low,  AT&T  will  suffer  from  low  pi  f 
itability.  But  in  the  long  run,  consum 
will  suffer  when  carriers  withdraw  fr  i 
unprofitable  lines  of  business. 

There  is  no  way  to  avoid  this  dan 
entirely,  but  the  FCC  has  taken  two 
portant  steps  to  minimize  it.  It  will  pi 
caps  only  on  specially  constructed  p: 
indexes  covering  broad  classes  of  pi  I 
ucts — all  residential  services,  for 
stance — not  on  the  prices  of  spe(  ( 
products  such  as  daytime  calls  from  I 
ria  to  Dubuque.  And  the  entire  sysl  r 
will  be  reviewed  in  three  years  to  se  i 
it  is  living  up  to  expectations. 

Will  it  all  work  out  according  to  pi 
You'll  see  the  answer  soon  in  your  Ic 
distance  bills. 
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Migs  atonce. 
Mhimyoiflldofive. 

Your  boss  should  take  this  formula  to  create  a  link,  as  in  other 
quite  well.  integrated  programs.  What's  more, 

Because  with  Symphony  *    the  Symphony  spreadsheet  is  based 


from  Lotus^you're  able 
to  easily  juggle  five  key 
business  applications 
at  once:  spreadsheet, 
word  processii^g, 
graphics,  database, 
and  communications. 
And,  now  when  you 
buy  Symphony  you'll 
also  get  a  FREE 
BONUS:  Allways,  the 
popular  Spreadsheet 
Publisher  from  Funk 
Software.* 


Using  the  free  Allways  program,  you 
can  quickly  and  easily  make  your 
Symphony  documents  look  terrific. 

Symphony  is  the  number    many  advanced  formatting  and 


on  Lotus  1-2-3'  the 
industry  standard.  As 
1-2-3  advances.  Sym- 
phony will  incorporate 
the  latest  spreadsheet 
features,  in  addition 
to  enhancements  to 
the  other  Symphony 
applications. 

And  Allways 
makes  your  Symphony 
reports  look  better 
than  ever.  Allways 
provides  you  with 


one  integrated  software  package. 
It's  the  only  one  that  automatically 
creates  active  connections  between 
each  application,  so  you  can  work 
faster  and  more  efficiently 

For  example,  you  could 
create  a  table  of  sales  data  on  your 
Symphony  spreadsheet.  Then,  with 
one  keystroke,  switch  to  the  word 
processor  and  write  an  accom- 
panying memo.  Switch  to  graphics 
and  chart  that  same  sales  data, 
and  you're  done.  If  you  need  to 
change  your  data,  switch  back 
to  your  spreadsheet,  revise  it,  and 
all  your  other  sections  update 
automatically 

You  never  have  to  cut  and 
paste  information  or  type  in  a 


printing  options,  including  laser 
printer  support.  Allways  is  easy 
to  use,  and  works  directly  from 
within  Symphony 

Take  advantage  of  this  offer. 
Go  to  your  Info.  Center  Manager 
or  your  local  Lotus  reseller  and 
ask  for  Symphony  With  Symphony 
you  can  show  your  boss  just 
how  versatile  you  can  be. 


Lotus  Symphony  nowwith  Allways 


I  Lotus  Development  Corp.  Lotus,  Symphony,  and  1-2-3  are  registereij  trademarks  of  Lotus  Development  Corporation,  'Offer  valid  while  supplies  last. 


NewMaximiinl 


Obviously,  the  cat  eating  up 
tl  ic  road  above  is  no  orciinarv 
St'baru.  In  fact,  it's  a  car  designed 
to  be  like  no  otller  car. 

li's  rhc  new  Subarii  Legac\'.'" 
The  largv;st,  most  powetful  Subaai 
ever  buDc 

And  f  /oii  can  look  beyond 
its  gracefliii)  '  .;uipaircd  body 
design,  you'll  tuA  a  w  ealth  of 

©Subaru  uf America.  Inc.  19H9.  'Suggested  retail pru  i . 


engineering  marx  els.  Perhaps  none 
more  impressi\'e  dian  its  16-\  al\'e 
horizontallv  opposed  aluminum 
engine.  An  engine  created  for 
maximum  acceleration  and  power. 
With  minimum  v  ibration  and 
noise.  An  engine  so  rare  its  design 
can  onl\'  be  found  on  two  other 
cars:  Ferrari  Testarossa  and 
Porsche  911. 

Docs  not  include  dealer  preparation,  inland  tra)isportution,  taxes. 


Of  course,  what  good  is  ti- 
mendous  power  v\'ithout  die  alfii 
to  properly  control  it.  Accordinl 
the  Legac^■  boasts  such  strong 
suits  as  a  maximtun  stabilit}'  sll' 
pension  system,  electronic  auto* 
matic  transmission  for  maximal 
etficienc\',  and  standard  4-whee 
disc  brakes. 

Furthermore,  you  can  pur, 

Iwense  and  state  or  title  fees.  Dealer's  actual  pncc  nu^ 

I 


ise  a  Legacy  with  road 
Iding  front  wheel  drive  or 
I  world's  most  advanced 
mputerized  Hill  time  tour  wheel 
ve  system.  For  the  ultimate  in 
ction  control. 

As  exliilarating  as  the  Legacy 
3n  the  road,  its  equally  impres- 
e  from  within.  Fact  is,  tlie 
gacy  takes  all  those  cars  tliat 


am. 


claim  to  be  "space  vehicles"  to 
task.  It  not  only  provides  more 
interior  and  trunk  room  tlian  ever, 
it  provides  it  in  a  remarkablv  la\Ti- 
rious  setting. 

And  starting  at  about 
S  12,500,*  tlie  Legacv  proves  there 
is  also  strength  in  numbers.  Rather 
reasonable  ones  at  that. 

Finallv,  the  Le2;ac\'  continues 


in  the  Subaai  tradition  of  reliable, 
durable  cars.  Wliich  means  ifs  one 
new  car  tliat  will  help  vou  avoid 
buving  something  else  that  comes  in 
a  new  maximum  strength:  aspirins. 

Subaru  Legacy 

Rom  About  $12^0 


cohomic  Trends 


BY  GENE  KORETZ 


APRIL  WAS  A  SWEET 

MONTH  FOR 

STATE  TAX  COLLECTORS 


The  federal  government  isn't  alone  in 
benefiting  from  an  unexpected  surge 
in  personal  income-tax  revenues  during 
the  April  taxpaying  season  (BW — May 
29).  Gerald  H.  Miller,  executive  director 
of  the  National  Association  of  State 
Budget  Officers,  reports  that  an  infor- 
mal survey  of  two  dozen  states  around 
the  nation  indicates  that  "almost  all  of 
them  have  gotten  more  income-tax  reve- 
nues than  they  expected." 

So  far,  California  seems  to  have 
reaped  the  largest  windfall,  with  income- 
tax  revenues  running  some  $1.2  billion 
over  projections.  New  York  state  offi- 
cials say  the  tax  take  from  individuals  is 
exceeding  expectations  by  $150  million 
to  $200  million.  New  York  City  counts  an 
additional  $110  million,  while  Ohio  re- 
ports that  personal-tax  revenues  so  far 
are  outstripping  recently  upward-revised 
projections  by  $40  million. 

The  downside  is  that  many  states,  par- 
ticularly in  the  Northeast,  also  complain 
of  lagging  sales-tax  revenues.  A  New 
York  City  official  calls  them  "terrible," 
while  Connecticut  legislators  cite  them 
as  the  reason  why  the  state,  which 
doesn't  impose  an  income  tax,  is  being 
forced  to  raise  taxes. 

Budget  officers  in  New  York  and  Illi- 
nois report  that  much  of  the  added  reve- 
nues represent  estimated  payments 
from  higher-income  taxpayers  seeking 
extensions.  That  suggests  that  several 
factors  may  have  contributed  to  the  pay- 
ment surge,  including  a  pickup  in  capital 
gains — some  from  mergers  and  LBOs — 
the  phasing  out  of  tax  shelters,  and  the 
deferral  of  income  to  1988  because  of 
lower  tax  rates.  Whatever  the  cause,  the 
combination  of  high  income-tax  revenues 
and  low  sales-tax  receipts  confirms  the 
view  that  consumers  are  saving  more 
and  spending  less,  even  though  income 
growth  has  been  strong. 


MORE  FACTORY 
WORKERS— BUT  FEWER 
WITH  mum  CARDS 


The  gains  posu  d  by  factory  employ- 
ment last  year  dic'n't  arrest  the  de- 
cline of  organized  labor  in  the  manufac- 
turing sector,  reports  Grant  Thornton, 
the  accounting  and  management  consult- 
ing firm.  According  to  the  firm's  annual 
Manufacturing  Climates  Study,  n^anu- 


facturing  jobs  rose  by  more  than  335,000 
in  1988,  while  union  membership  fell  by 
113,000.  Only  24.9%  of  last  year's  19.3 
million  manufacturing  jobs  were  filled 
by  union  members,  whose  ranks  in  the 
industry  have  plunged  by  more  than  2 
million  since  1980,  says  Grant  Thornton. 


THE  ACQUISITION  BOOM 

HAS  LOST  A  LOT 

OF  ITS  THUNDER . . . 


Corporate  mergers  and  acquisitions 
have  been  a  major  spur  to  stock 
market  gains — not  only  by  extinguishing 
some  $444  billion  in  equity  through  stock 
buybacks  since  1983,  but  also  by  raising 
the  prospect  of  a  seemingly  endless  sup- 
ply of  new  deals  on  the  horizon.  None- 
theless, there  are  signs  that  the  pace  of 
acquisition  activity  is  slowing.  According 
to  IDD  Information  Services,  the  number 
of  announced  leveraged  buyouts  in  the 
first  quarter  was  57%  less  than  year  ear- 
lier, while  their  dollar  value  plummeted 
83%,  to  just  $4.14  billion. 

This  subdued  pace  is  partly  a  reaction 
to  the  $25  billion  RJR/Nabisco  Inc.  LBO, 
which  is  still  being  digested  by  the  finan- 
cial markets.  And  higher  interest  rates 
have  also  exacted  a  toll.  But  economist 
Robert  A.  Schwartz  of  Merrill  Lynch 
Capital  Markets  believes  that  fundamen- 
tal valuation  trends  point  to  a  continuing 
slowdown  in  acquisition  activity. 


RISING  STOCK  PRICES  MAKE 
BUYOUTS  LESS  OF  A  BARGAIN 


RATIO  OF  MARKET  VALUE  TO 
CORPORATE  NET  WORTH* 


"  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II 
71  73  75  77  79  '81  '83  '85  '87  '89" 

A  PERCENT  "1st  QUARTER  EST. 

■REPWCEMENT  COST  OF  PHYSICAL  ASSETS  PLUS  FINANCIAL 
ASSETS  OF  NONFINANCIAL  CORPORATIONS  LESS  LABILITIES 

DATA:  fEDERAl  RESERVE  BOARD,  MERRILL  LYNCH  UPITAL  MARKETS 


Specifically,  Schwartz  notes  that  the 
gap  between  the  market  value  of  equity 
and  the  replacement  costs  of  corporate 
assets  is  shrinking  rapidly.  When  the  ac- 
quisition boom  took  off  in  the  early 
1980s,  the  stock  market  valuation  of  eq- 
uities came  to  about  40%  of  corporate 
net  worth,  some  three-fourths  of  which 


is  made  up  of  physical  assets.  But|)y 
last  December,  rising  stock  prices  lo 
pushed  it  to  69%  of  replacement  cos 
and  Schwartz  estimates  it  reached  T< 
by  the  end  of  last  quarter  (char,-- 
"  making  potential  takeover  candidat 
less  and  less  of  a  bargain." 

To  be  sure,  by  Schwartz's  calculati(^£ 
the  stock  market  is  still  undervalui^' 
corporate  assets  by  about  25%.  Buti* 
notes  that  acquisitions  and  buyout^ 
recent  years  have  usually  been  mad4 
a  premium  of  20%  to  25%  to  mate 
value.  "In  that  sense,"  he  says,  "co^o 
rate  assets  are  now  fully  priced." 

Similar  caveats  apply  to  the  cash-f> 
projections  on  which  many  deals  i 
predicated.  Schwartz  points  out  that : 
slowing  economy,  combined  with  thei: 
ready  highly  leveraged  position  of  to* 
corporate  sector,  makes  such  cash-liw 
calculations  chancier  than  ever.  Indiid 
he  estimates  that  net  interest  paym(»ts 
of  nonnnancial  corporations  absoiftc 
some  27.6%'  of  cash  flow  in  the  ^S' 
quarter.  That's  up  from  18.5%  less  t^ir 
four  years  ago  and  higher  than  the  se 
vious  record  of  27.4%  set  in  the  midsoi 
the  1973-75  recession. 


...  BUT  TAKEOVER 
CANDIDATES  STILL 
THRILL  WALL  STREET 


Takeover  activity  may  be  cooling,  im 
takeover  fever  is  still  rampantoi 
Wall  Street.  Economic  consultant  A 
Gary  Shilling  calculates  that  in  Apriar 
average  of  four  of  the  15  most  ac.V( 
stocks  on  the  New  York  Stock  Exchag« 
were  takeover  candidates  or  in  takeoer 
heavy  industries.  That  represents  t'ic( 
the  number  and  twice  the  trading  fol 
ume  of  such  stocks  among  the  15  risi 
active  in  both  April,  1988,  and  A'ril 
1987.  "If  you  eliminate  the  stocks  ki 
AT&T,  Exxon,  and  General  Motors,  wicl 
normally  appear  on  the  most-activeiisi 
because  they  have  huge  numbers  of  ijit 
standing  shares,  the  takeover  stockspre 
clearly  dominant,"  says  Shilling. 

To  Shilling,  the  situation  recalls  fc( 
early  1970s,  when  the  stock  market  as 
also  mesmerized  by  a  favorite  ban  oi 
stocks:  the  "nifty  fifty"  growth  st  a 
that  enjoyed  stratospheric  price-earnigs 
ratios.  "The  narrow  focus  of  the  matei 
in  those  days  was  signaling  sometaig 
wrong  with  the  basic  economy,"  he  s^s 
pointing  to  the  subsequent  growth-s»cl( 
debacle  during  the  1973-75  receson 
Thus,  despite  the  market's  resn1 
healthy  gains.  Shilling  remains  wry 
"The  nifty  fifty  may  be  history,'' ht 
says,  "but  the  terrific  takeover  taretJ 
are  sounding  the  same  warning  bel'  i 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ON  SECOND  GLANCE, 

THE  FIRST  QUARTER  LOOKS  EVEN  BETTER 


H: 
: 


indsight  clears  up  all  kinds  of  things — especially 
economic  data.  The  Commerce  Dept.'s  revision  of 
last  quarter's  gross  national  product  gives  a  dif- 
ferent view  of  the  economy  from  the  one  that  emerged 
from  the  original  report.  And  that  new  look  bolsters 
hope  that  the  "soft  landing" — an  end  to  inflation  without 
recession — may  come  true. 

Commerce  lowered  its  measure  of  growth  in  first- 
juarter  real  GNP  to  an  annual  rate  of  4.37^  from  5.5%,  an 
anusually  large  revision.  Excluding  the  post-drought  re- 
sound in  farm  output,  which  added  2.5  percentage 
joints,  growth  in  the  rest  of  the  economy  slipped  sharply 
[rem  the  3%  originally  reported  to  only  1.8%,  the  slowest 
3ace  since  the  fourth  quarter  of  1986. 

The  revision  puts  economic  growth  more  in  line  with 
'he  cooler  pace  that  the  Federal  Reserve  Board  and  the 
inancial  markets  want  to  see.  Ignoring  the  effects  of 
:he  drought,  the  economy  in  1988  grew  by  3%  to  3.5%  in 
iach  quarter — too  fast  to  keep  inflation  in  check. 


EXPORTS  But  the  new,  slower  pace  doesn't  mean 
ARE  that  the  expansion  is  in  danger  of  peter- 

STILL  ing  out.  Indeed,  the  government's  index 

ROBUST  q£  leading  indicators,  designed  to  fore- 
shadow the  economy's  path,  rose  a  strong  0.8%'  in  April, 
•eversing  the  declines  posted  in  February  and  March. 
VIore  important,  the  mix  of  first-quarter  GNP  has  posi- 
ive  implications  for  the  rest  of  the  year. 

Export  growth  last  quarter  turned  out  to  be  a  lot 
stronger.  Exports  skyrocketed  in  March,  but  Commerce 
lad  trade  data  only  for  January  and  February  when  it 
:ompiled  its  original  report.  Strong  foreign  demand 
ihould  keep  plenty  of  steam  in  manufacturing. 

Stronger  exports,  along  with 
a  downward  revision  to  imports, 
shrank  the  real  trade  deficit,  ad- 
justed for  prices,  to  the  lowest 
level  in  four  years.  Further 
gains  in  narrowing  the  trade 
gap  may  be  on  the  way.  Cus- 
toms duty  payments  in  April 
fell  a  sharp  14.5%,  a  good  sign 
that  imports  fell. 

Inventories  contributed  most 
of  the  downward  revision  in 


INVENTORY  GROWTH 
SLOWS  DOWN 


!0- 


INCREASES  IN  REAL 
NONFARM  INVENTORIES 


I     I  I 


■88111  IV  II 
A  BIIUOKS  OF  1982  DOLLARS 

DMA:  COMMERCE  DEPT. 
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I  irst-quarter  GNP.  Nonfarm  stockpiles,  adjusted  for  infla- 
1  ion,  grew  by  only  $29.1  billion  last  quarter— far  below 
i  he  originally  reported  growth  of  $41.1  billion  (chart). 
'  The  biggest  revisions  occurred  in  wholesale  trade,  partic- 
1  ilarly  in  big  export  items  such  as  metals,  machinery, 


and  lumber.  The  March  resurgence  of  exports  probably 
caught  some  exporters  by  surprise,  and  they  had  to 
draw  down  stocks  to  meet  demand. 

The  numbers  imply  that  inventories  are  lean,  except  in 
the  auto  industry,  where  sales  remain  disappointing  even 
in  the  face  of  widespread  incentive  programs  (page  78). 
In  general,  however,  excessive  inventories  won't  impede 
continued  growth  in  industrial  output  this  summer. 

As  the  second  quarter  began,  stock  levels  in  manufac- 
turing rose  only  0.6%  in  April,  the  same  as  in  March, 
while  April  shipments  jumped  2.4%.  That  dropped  the 
ratio  of  inventories  to  shipments  to  1.56  from  1.58  in 
March,  a  sign  that  factory  inventories  remain  in  good 
enough  shape  to  keep  production  lines  humming. 

The  mix  of  lean  inventories  and  strong  exports  looks 
even  better  when  combined  with  the  quarter's  slower 
pace  of  consumer  spending.  Moderation  in  consumer  de- 
mand is  a  key  in  taking  pressure  off  inflation,  and  it  will 
help  slow  the  growth  of  imports. 


I ARE  HIGH  Consumer  spending  was  still  subdued  as 
PRICES  the  second  quarter  began.  Outlays 
CURBING  jumped  by  1.1%  to  an  annual  rate  of 
SALES?  $3,424.5  billion,  but  higher  prices  account- 
ed for  most  of  that  increase.  After  adjusting  for  infla- 
tion, real  spending  edged  up  a  moderate  0.3%,  continuing 
its  sluggish  pace  of  recent  months  (chart). 

Consumers  did  buy  cars  in  April.  Inflation-adjusted 
sales  of  new  cars  soared  13.2%-  from  March,  thanks  to 
generous  financing  deals.  However,  car  purchases  back- 
pedaled  in  May.  That  new  weakness  and  the  8%  decline 
for  the  first  four  months,  compared  with  last  year,  sug- 
gest that  Detroit's  incentive  programs  are  wearing  thin. 

The  jump  in  April  car  sales 
boosted  real  spending  for  dura- 
ble goods  by  2.8%,  after  three 
consecutive  monthly  declines. 
But  excluding  autos,  durable- 
goods  spending  was  up  just 
0.4%,  held  back  by  declines  in 
furniture,  electronics,  and  jewel- 
ry. Weakness  there  may  reflect 
high  interest  rates  and  growing 
caution  among  consumers  about 
their  financial  prospects. 


CONSUMER  SPENDING 
IS  STILL  SLUGGISH 
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Sales  of  nondurable  goods  have  also  been  sluggish. 
That's  a  little  harder  to  figure,  since  the  weakness  in- 
cludes such  staples  as  food  and  energy — purchases  that 
are  hard  to  postpone.  Even  so,  price-adjusted  spending 
on  nondurable  goods  fell  0.9%-  in  April,  following  a  0.7% 
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decline  in  March.  And  it  rose  by  only  0.2%  in  February. 

One  explanation  is  that  consumers  are  resisting  higher 
prices.  That  could  be  the  case  in  energy,  where  prices 
have  shot  up.  Real  purchases  of  gasoline  dropped  0.6%  in 
April,  and  heating-fuel  usage  fell  6%. 

Some  price  resistance  also  shows  up  in  services,  where 
outlays  rose  0.47^.  Spending  on  air  travel — where  ticket 
prices  have  risen  at  a  6.2%  annual  rate  so  far  this  year — 
fell  1.7%'  in  April,  after  a  4.4%-  plunge  in  March. 

Consumers  have  probably  balked  most  at  the  higher 
cost  of  owning  a  home.  Sales  of  new  single-family 
houses  did  bounce  back  in  April,  but  that  strength  looks 
temporary.  Home  sales  rose  10.9%  to  an  annual  rate  of 
620,000  in  April.  But  March  sales  were  revised  sharply 
down  to  559,000  from  the  previously  reported  587,000. 

The  April  rebound  shows  that  home  demand,  while 
weak,  is  not  in  such  bad  shape  as  the  sharp  declines  in 
February  and  March  implied.  Home  sales  jumped  in 
January  because  of  the  month's  mild  weather,  stealing 
some  strength  from  the  other  winter  months. 

Lofty  mortgage  rates  and  rising  prices  continue  to 
make  homeownership  unaffordable  for  many.  That's  the 
big  reason  new-home  sales  so  far  this  year  are  running 
4.7%  below  their  1988  pace — and  why  the  housing  sector 
will  remain  a  drag  on  the  economy  in  the  second  half. 

A  MILD         April's  small  gain  in  real  consumer  spend- 
CASEOF        ing  means  that  inflation-adjusted  outlays 
ECONOMIC     started  the  second  quarter  just  0.7%- 
JITTERS        above  their  first-quarter  average,  at  an 
annual  rate.  Jitters  about  the  economy's  future  seem  to 
be  playing  a  big  part  in  holding  down  spending  at  a  time 
when  personal  income  is  growing.  Consumer  confidence 
in  the  economy  has  been  trending  down  since  mid-1988, 
and  the  latest  readings  show  further  erosion  in  May. 

The  University  of  Michigan's  Survey  Research  Center 
reports  that  the  index  of  consumer  sentiment  dropped 
0.9%  in  May,  its  fourth  consecutive  decline.  And  consum- 


ers are  less  optimistic  about  where  the  economy  will  1; 
six  months  from  now.  The  center's  index  of  consum* 
expectations  fell  3.7%),  to  80.1  in  May  (chart),  its  lowe; 
since  just  after  the  October,  1987,  stock  market  crash 
Although  weaker  consumer  spending  has  slowed  ii- 
ports  and  eased  the  squeeze  on  capacity  in  some  indu- 
tries,  it's  still  possible  that  a  severe  slowing  in  consum; 
spending  could  drop  the  economy  into  a  recession,  ev( 
if  foreign  trade  continues  to  improve.  That's  becauii 
consumer  spending  makes  up  some  two-thirds  of  GNPi 

Indeed,  merchandise  ex- 
ports— one  of  the  expected  lead- 
ers of  economic  growth  this 
year — would  have  to  increase  at 
an  annual  rate  of  more  than 
32%  to  compensate  for  just  a 
one-percentage-point  slowdown 
in  the  growth  of  consumer  out- 
lays. That  would  mean  a  dou- 
bling of  exports'  strong  15.4%^ 
growth  rate  in  the  first  quarter. 
But  consumer  spending  isn't 
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likely  to  slow  sharply.  Healthy  growth  in  jobs  and  i- 
comes  continues  to  bolster  consumers.  In  April,  person! 
income  increased  by  0.4%:',  to  an  annual  rate  of  $4,36£l 
billion.  Excluding  falling  farm  subsidies,  nonfarm  incor; 
rose  a  robust  0.6%',  as  did  wages  and  salaries. 

Many  individuals  faced  big  ta.x  bills  in  April,  whii 
could  have  held  back  major  purchases.  Aftertax  incori 
didn't  grow  at  all  in  April,  and  inflation  resulted  ini 
0.7%o  decline.  Real  aftertax  income,  however,  is  still  i 
healthy  5.5%  above  a  year  ago,  and  it  soared  at  a  7.^-^ 
annual  rate  in  the  first  quarter. 

So,  while  growth  in  consumer  spending  is  likely  ) 
remain  soft,  it  should  still  be  strong  enough  to  keep  t  ? 
expansion  chugging  along.  All  in  all,  the  mix  of  econon; 
growth  so  far  this  year  has  been  just  the  ticket  tht 
could  bring  the  economy  in  for  a  soft  landing. 


THE  WEEK  AHEAD 


NAPM  SURVEY 


Monday,  June  5 

The  index  of  business  activity  compiled 
by  the  National  Association  of  Purchas- 
ing Management  probably  increased  to 
54.5%  in  May  from  its  level  of  53%  in 
.April.  The  K'.^pm  surveys  its  members — 
mostly  in  manufacturing — on  the  cur- 
-  -^l  .status  of  their  companies'  employ- 
••  inventories,  prices,  orders,  and  de- 
:"''s.  The  expected  rise  in  May 
■  i  '  ife  that  the  factory  sector  is 
■ -'i'ly  in  the  second  quarter. 


Domestic;;  :  . 
at  a  7.1  millic  : 


p.m. 

new  cars  likely  sold 
;al  rate  in  May.  Sales 


in  the  first  20  days  of  last  month  are 
already  running  at  that  pace,  and  little 
improvement  is  expected  in  the  last  10- 
day  period.  The  May  selling  rate  would 
be  a  drop  from  April's  7.5  million  pace, 
when  financing  deals  were  reintroduced. 

INSTALLMENT  CREDIT  

Wednesday,  June  7 

Consumer  debt  probably  grew  by  $5.4 
billion  in  April,  the  same  as  in  March. 
That's  suggested  by  increases  in  person- 
al bank  loans  and  auto  financing. 

CAPITAL  SPENDING  

Thursday,  June  8,  8:30  a.m. 
Companies   probably   haven't  changed 
their  1989  capital  spending  plans  by  very 
much  since  the  Commerce  Dept.'s  last 


survey  in  November.  Back  then,  th,' 
planned  to  raise  real  plant  and  equr 
ment  investment  by  6.3%,  compared  w  ii 
a  10.1%  rise  in  1988.  The  previous  surv/ 
indicated  that  spending  would  be  conc<- 
trated  in  early  1989,  with  a  decline  p  - 
jected  for  the  second  half.  The  lat<t 
survey  will  report  plans  for  each  quarlr 
of  1989  and  may  show  a  smoother  p  - 
tern  of  growth. 

PRODUCER  PRICE  INDEX  

Friday,  June  9,  8:20  a.m. 
Most  economists  expect  that  produce 
prices  for  finished  goods  increased  ^ 
0.57'  in  May  after  rising  0.4%  in  Ap-.. 
Higher  energy  and  new-car  prices  vl 
lead  the  overall  gain.  So  far  this  ye:, 
prices  have  risen  at  a  9%  annual  rate 
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FUIITSU 

National  Team  Championship  Series 

Everyone's  a  Winner  in  the  World's  Largest  Amateur  Golf  Team  Tournament 


Qualify  at  your  course  from  May  13  to  July  8,  1989 


The  Amateur  Event 

•Two-person,  better  ball  event  (four-ball 

stroke  play) 
•Open  to  men,  women,  and  mixed  teams 
•Maximum  handicap  (18  for  men,  36  for 

women)  will  be  used  if  actual  handicap 

is  higher.  Other  players  will  use  certified 

handicap 

•Entry  fee  is  $95  per  team,  which  is  a  one- 
time fee 

•Qualify  at  your  course  anytime  from  May 

13  through  July  8,  1989 
•One  of  every  four  teams  will  advance  to 

the  District  event 

•  107o  of  District  winners  advance  to 
Regional  event;  10%  of  Regional  event 
winners  advance  to  Sectional  event 

•72  teams  advance  to  the  Finals,  held  at 
Royal  Kaanapali  Golf  Course  in  Maui, 
Hawaii,  between  November  27  and 
December  1 

Prizes 

•  Non-qualifying  teams  at  District,  Regional, 
and  Sectional  events  will  receive  $3,000  in 
merchandise  certificates,  the  total  amount  to 
be  split  among  ten  teams 


48m  52 


•Each  team  member  receives  up  to  $3,000  in 
Express  Certificates,  which  can  be  used  to 
purchase  valuable  merchandise  and  services 
at  a  discount,  just  for  entering 

•For  application  forms,  contact  your  local  club 
professional  or  see  the  dis[)lay  located  in 
your  golf  shop 

The  Professional  Event 

•Pros  play  for  cash  at  every  site,  with  total 

purse  of  up  to  $.515,000,  and  purse  at 

National  Finals  up  to  $300,000 
•Pros  will  be  paid  travel  expenses  to  each 

site  for  which  they  qualify 
•No  entry  fee 

Tournament  Schedule 


Qudlitying 

May  1  ith  — 
luly  8th 

At  your  course 

District 

Aug.  19th  - 
Aug.  27th 

At  clubs  in 
your  district 

Regional 

Sept.  16th  — 
Sept.  27th 

At  clubs  in 
your  region 

Sectional 

Oct.  14th  — 
Oct.  28th 

Sites  to  be 
(letermined 

National 
Finals 

Nov.  27th  — 
Dec.  1st 

Royal  Kaanapali 
Golf  Course  in 

Maui,  Hawaii 

For  more  information  about  the  Tournament,  please  contact  Fujitsu  National  Team  Championship  Series;  l-80()-777-NTCS 


A  global  giant  with  annual  sales  of  $16  billion  and  world  leader  in  computers,  telecommunications, 
nearly  100,000  employees  worldwide,  Fujitsu  is  a        semiconductors  and  electronic  components. 


The  global  computer  &  communications  company. 


Fuptsu  National  Team  Championship  Series  Is  sponsored  by  Fujitsu  Limited  in  cooperation  with  Fu|ilsu  TEN  Limited  and  Teknika  Elet Ironies  Coipoiation 


THE  NATO  SUMMIT  I 


AT  THE  NATO  SUMMIT:  A  WARMER  TONE  TOWARD  THE  SOVIETS— AND  A  PLAN  THAT  CHANGES  THE  GROUND  RULES  OF  NATO'S  BARGAINING  STAN! 


JUNE  12,  19t 


BUSH  PULLS  ONE 
OUT  OF  A  HAT 

HIS  STUNNING  ARMS-CUT  PROPOSAL  SUDDENLY  PROJECTS  HIM  AS  A  LEADER 


It  was  a  public  relations  coup  even 
Mikhail  S.  Gorbachev  would  envy. 
George  Bush,  at  his  first  NATO  sum- 
mit as  President,  offered  a  bold  proposal 
to  cut  U.  S.  troops  and  allied  armaments 
in  Europe.  Faster  than  you  can  say 
" perestroika,"  the  image  of  Bush  as  un- 
imaginative and  unnecessarily  cautious 
in  foreign  policy  has  been  replaced  by 
Bush,  the  leader  of  the  West.  By  healing 
deep  divisions  over  short-range  nuclear 
missiles  in  West  Germany,  Bush  sig- 
naled Ihai  he  might  even  be  up  to  solv- 
ing NATO's  n;0SL  vexing  problem:  Keep- 
ing the  alliance  together  as  "he  Soviet 
threat  becomes  less  tangible. 
The  change  in  the  President's  tone  at 


the  May  29-30  summit  in  Brussels  was 
almost  as  surprising  as  his  proposals. 
Bush  dropped  his  harsh  questioning  of 
Gorbachev's  sincerity  and  took  pains  to 
encourage  Soviet  reforms  and  hold  out 
the  prospect  of  warmer  relations  with 
Moscow.  He  announced  that  Washington 
is  ready  to  lift  export  controls  imposed 
after  the  Soviet  invasion  of  Afghanistan. 
'TEST  IT.'  After  months  of  tentative  reac- 
tions to  Gorbachev's  moves,  Bush  clear- 
ly relishes  this  swing  to  the  offensive  in 
arms  control.  "We're  out  there  now  with 
a  proposal  that  the  U.  S.  puts  forward, 
and  that  has  widespread  alliance  sup- 
port," Bush  said  in  comments  aimed  di- 
rectly at  Moscow.  "Now  test  it." 


The  first  test  could  come  as  soon 
the  Soviet  leader's  June  12  visit  to  We 
Germany  (page  50).  Gorbachev  had  i 
tended  to  use  the  visit  to  widen  divisio: 
within  NATO  over  short-range  nucle 
missiles  based  in  Germany.  But  tl 
agreement  to  push  conventional  arr 
talks  forward  and  to  defer  discussion 
the  missiles  deprived  the  Soviet  leader 
a  potent  issue.  "These  proposals  will  1? 
very  difficult  for  Gorbachev  to  upstaj! 
in  any  major  way,"  says  Ralph  Earle,. 
former  U.  S.  arms  negotiator.  , 

Gorbachev,  a  master  of  the  dramat: 
gesture,  is  sure  to  try.  The  Kremlin  wi- 
comed  Bush's  arms  proposals  as  "a  se 
ous  and  important  step  in  the  right  ( 
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ction."  A  week  before  Bush's  speech, 
oscow  had  made  its  own  proposals  for 
ep  cuts  in  nonnuclear  forces.  But  Sovi- 

Foreign  Minister  Eduard  Shevard- 
dze  revived  Moscow's  call  for  reduc- 
^  "all  categories  of  arms" — a  not-so- 
iled hint  that  Moscow  wasn't  about  to 
up  trying  to  exploit  growing  antinu- 
!ar  sentiment  in  Europe. 
■A  POWER.  One  new  Soviet  strategy, 
iTO  analysts  believe,  may  be  to  re- 
ond  by  raising  the  subject  of  naval 
ms  control.  The  U.  S.  enjoys  the  sort 

numerical  advantage  at  sea  that  the 
:viets  hold  on  the  ground  in  Europe, 
,d  Washington  has  always  rejected 
Iks  on  naval  force  cuts.  With  the  Sovi- 
navy  growing  obsolete,  one  high-rank- 
y  U.  S.  naval  officer  estimates  that 
)rbachev  could  cut  naval  deployment 
■  307"  and  suffer  only  a  5%  reduction  in 
iciency.  Equal  U.  S.  cuts  would  devas- 
te  America's  abihty  to  resupply  forces 
Europe  or  elsewhere  in  the  world. 
In  creating  his  summit  breakthrough, 
ish  posed  new  problems  for  the  alli- 
ce.  He  offered  to  reduce  U.  S.  combat 
)ops  in  Europe  by  20%;  to  275,000,  if 
oscow  agrees  to  remove  some  325,000 
)ops  from  the  cold  war 
ttleground  of  Eastern 
irope.  Bush  also  seeks  to 
pose  limits  on  tanks,  ar- 
)red  troop  carriers,  and 
tillery.  And  the  allies 
)uld  slash  their  combat 
•craft  and  helicopters  by 
%  if  Moscow  matches 
e  U.  S.  levels. 
The  Bush  plan  violates 
me  of  the  rules  that 
ve  governed  NATO's  bar- 
.ining  stance  at  conven- 
mal  arms  talks  in  Vien- 
i.  For  one  thing,  he 
ints  to  speed  up  the 
netable,  hoping  to  sign 
i  agreement  within  a 
ar.  "If  the  Soviets  say 
IS — and  they  should, 
ice  they've  said  yes  to 
ery  other  proposal  we've 
ade — we  think  we  can 
rap  this  up  quickly,"  says 
le  State  Dept.  official. 
That  pace  doesn't  suit 
me  of  the  allies.  British 
•ime  Minister  Margaret 
latcher,  who  credited 
ish  with  "transforming" 
e  summit,  believes  that 
ish's  schedule  is  unrea- 
nable  for  such  detailed 
.'gotiations.  Haste,  she 
ars,  increases  the 
ances  of  dangerous,  ill- 
■nsidered  decisions. 


The  allies  were  also  thrown  for  a  loop 
by  Bush's  reversals  on  issues  of  verifica- 
tion and  air  power.  The  Bush  and  Rea- 
gan Administrations  have  argued  for 
nearly  two  years  that  manpower  cuts 
can't  be  effectively  verified  and  that  re- 
ductions in  aircraft  would  surrender  a 
key  Western  advantage.  This  shift  could 
set  the  stage  in  Congress  for  fights  over 
verification.  And  the  alliance  will  be  torn 
by  the  sensitive  political  question  of 
whose  aircraft  should  be  demobilized. 
Britain  and  France  have  already  de- 
nounced any  plans  to  cut  their  air  forces. 

But  those  annoyances  are  trivial  com- 
pared with  the  rift  over  short-range  mis- 
siles that  Bush  adroitly  finessed.  At  a 
meeting  that  ran  into  the  early  hours  of 
May  30,  the  allies,  led  by  the  U.  S.,  ac- 
ceded to  West  German  demands  for  ne- 
gotiations to  reduce  the  nuclear  missile 
forces.  But  after  accepting  Bonn's  posi- 
tion. Bush  pushed  through  a  compro- 
mise. It  calls  for  negotiations  only  after 
the  Soviet  Union  begins  to  scale  back  its 
conventional  force  advantage,  thereby 
reducing  the  need  for  the  missiles. 

In  terms  of  domestic  politics,  German 
Chancellor  Helmut  Kohl,  whose  stand- 


NATO  PLANES  AND  TROOPS  MAY  BE  CUT  SHARPLY 


ing  with  the  electorate  had  been  slip- 
ping, gets  a  big  boost.  He  can  tell  voters 
that  he  won  a  postponement  of  alliance 
plans  to  modernize  the  missiles  that 
could  turn  Germany  into  a  nuclear  bat- 
tlefield. And  linking  missile  talks  to 
Bush's  one-year  timetable  on  decreasing 
conventional  arms  allows  Kohl  to  claim 
that  missile  cuts  could  begin  as  early  as 
next  year. 

BUDGET  PRESSURES.  Bush,  besides  en- 
hancing his  image  at  home,  may  also 
win  maneuvering  room  on  difficult  bud- 
get issues.  Pentagon  analysts  believe 
that  manpower  cuts  won't  undermine  al- 
liance defenses  in  Europe  as  long  as 
they're  matched  by  bigger  Soviet  reduc- 
tions. With  budget  pressures  already 
forcing  reductions  in  Pentagon  manpow- 
er. Bush's  proposal  is  especially  wel- 
come. "If  all  the  troops  removed  from 
Europe  under  his  proposal  are  demobi- 
lized as  the  President  has  said,  the  sav- 
ings will  be  substantial,"  says  House 
Armed  Services  Committee  Chairman 
Les  Aspin  (D-Wis.). 

Progress  on  conventional  arms  cuts 
might  also  make  it  easier  for  Bush  to 
wrap  up  a  treaty  with  Moscow  that 
would  sharply  cut  long- 
range  nuclear  weapons. 
Some  Administration  arms- 
control  experts  feel  that 
the  so-called  START  talks 
had  gotten  too  far  ahead 
of  progress  in  conventional 
arms  talks.  Any  deep  cuts 
in  nuclear  arms,  they  say, 
only  give  Moscow  a  chance 
to  exploit  its  conventional 
advantage  in  Europe. 

Ever  since  Bush  became 
President,  European  allies 
have  worried  whether  he 
could  be  bold  enough  to 
take  advantage  of  the 
changes  that  could  sweep 
away  40  years  of  East- 
West  impasse  in  Europe. 
In  Brussels,  Bush  finally 
answered  yes.  By  expand- 
ing the  arms  control  agen- 
da and  moving  the  West 
onto  the  offensive  in  deter- 
mining its  military  future. 
Bush  displayed  his  willing- 
ness to  play  Gorbachev's 
equal  in  spurring  and 
shaping  detente.  With  the 
U.  S.  and  its  allies  once 
again  pulling  together,  he 
has  less  reason  to  fear  that 
his  foreign  policy  agenda 
will  be  set  in  Moscow. 

By  Bill  Javetski  in  Bonn, 
with  Jonathan  Kapstein  in 
Brussels,  and  bureau  reports 
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Commentary /by  Paul  Magnusson 


WHISPERING  THE  RIOT  ACT  TO  JAPAN 


It  had  the  feel  of  a  new  round  of 
trade  fireworks.  A  feisty  mob  of 
reporters  packed  a  Washington  au- 
ditorium bristling  with  television  cam- 
eras and  cellular  telephones.  The  an- 
nouncement that  U.  S.  Trade  Rep- 
resentative Carla  A.  Hills  was  placing 
Japan  on  a  hit  list  of  chronic  trade 
violators  drew  a  global  chorus  of  oohs, 
ahs,  and  exasperated  sighs. 

But  the  May  25  targeting  of  Japan 
for  possible  retaliation  under  the  Super 
301  clause  of  the  1988  Trade  Act 
doesn't  portend  any  escalation  of  trade 
conflict  with  Japan.  Instead,  Hills's  re- 
port was  the  product  of 
fractious  negotiations 
with  Congress  and 
within  the  Administra- 
tion. Foreign  policy  offi- 
cials anxious  to  avoid 
offending  a  key  ally 
took  much  of  the  sting 
out  of  the  Super  301 
complaint.  By  steering 
clear  of  the  most  sensi- 
tive areas,  the  White 
House  set  the  stage  for 
a  protracted  gabfest  on 
issues  that  Tokyo  has 
long  been  willing  to  talk 
to  death. 

The  initial  muted  Jap- 
anese reaction  suggest- 
ed that  Tokyo  officials 
knew  they  had  dodged 
a  bullet.  The  U.S.  ac- 
tion was  "highly  regret- 
table," said  Foreign 
Minister  Sosuke  Uno, 
the  chosen  successor  to 
Prime  Minister  Noboru 
Takeshita  (page  40).  But 
Hiroshi  Mitsuzuka  of 
the  Ministry  of  International  Trade  & 
Industry  reassured  officials  that  MITI 
would  join  talks  not  officially  linked  to 
Super  301.  "We  want  a  mutual,  recipro- 
cal discussion,"  says  one  Japanese  bu- 
reaucrat. 

MO  SHOOTING.  Super  301  was  substitut- 
ed in  last  year's  trade  bill  for  manda- 
tory sanctions  against  countries  run- 
ning chronic  trade  surpluses.  The 
current  law  allows  counu  i  ?s  up  to  18 
months  to  negotiate  reductions  in  trade 
barriers  to  specific  goods.  If  talks  fail, 
lh»  President  may  impose  quotas  or 
oi  h.er  sanctions — or  do  nothing  if  he's 
vviihr.g'  to  take  the  political  heat. 


So  far,  most  on  Capitol  Hill  voice 
satisfaction  with  the  Administration's 
action.  Representative  Bill  Frenzel  (R- 
Minn.),  a  critic  of  Super  301,  called 
Hills's  choice  "as  good  and  fair  a  list  as 
can  be  devised."  Senator  Frank  H. 
Murkowski  (R-Alaska),  an  outspoken 
trade  hawk,  called  the  Administration's 
approach  "measured  and  responsible." 
As  the  rhetoric  cooled  and  Hills  pre- 
pared to  fly  to  Paris  for  multilateral 
trade  talks,  she  noted:  "You  don't  have 
a  trade  war  unless  there's  shooting, 
and  we  haven't  started  shooting." 

The  USTR  report  was  artfully  crafted 


to  please  both  hawks  and  doves  in  Con- 
gress. Hardliners  were  satisfied  just  to 
see  Japan's  name  on  the  list  of  offend- 
ers cited.  But  the  Administration  tried 
to  soften  the  blow  by  bringing  some 
ethnic  and  geographic  balance  to  the 
list  by  including  India  and  Brazil.  Ja- 
pan was  cited  for  barriers  to  imports 
of  U.  S.  supercomputers,  satellites,  and 
lumber.  Had  the  Administration  really 
wished  to  pick  a  fight,  it  could  have 
named  Japan's  virtual  ban  on  foreign 
rice  or  its  limited  purchases  of  Ameri- 
can semiconductors,  fiber-optic  cable, 
or  construction  services. 
The  Administration  dropped  the  idea 


of  citing  the  Japanese  retail  distrib 
tion  system,  which  is  used  to  exclu( 
U.  S.  exporters  from  Japanese  ma) 
kets.  Instead,  the  system,  Tokyo  i 
practice  of  steering  construction  woi{ 
to  Japanese  contractors,  and  even  Jj 
pan's  high  savings  rate,  were  relegate 
to  a  study  committee  of  the  USTR  ar| 
the  State  and  Treasury  Depts.  - 
SHOWDOWN.  Previous  negotiations  c; 
these  issues  ended  inconclusively  duj 
ing  the  Reagan  Administration.  Then 
are  no  high  hopes  for  the  next  roun. 
either.  "With  the  State  Dept.  leadiri' 
the  way,  there  won't  be  much  pressui 
for  reform,"  says  a  t(; 
trade  official. 

The  301  compromii: 
doesn't  mean  that  tli 
divisions  within  the  A' 
ministration  over  tra( 
policy  have  closed.  Pre 
ident  Bush  has  adopts 
a  more  assertive  stan( 
than  his  predecesso 
and  the  new  trade  la 
gives  a  stronger  har 
to  hawks  such  as  Hi! 
and  Commerce  Seer 
tary  Robert  A.  Mo 
l)acher.  But  the  officia 
who  opposed  citing  J 
pan  on  either  econom 
or  national  securii 
grounds — Secretary  > 
State  James  A.  Bak^ 
III  and  White  Hou; 
economic  adviser  IM 
chael  J.  Boskin — w 
weigh  in  if  301  is  hea 
ing  toward  a  showdov 
with  Tokyo. 

That's  not  to  imp 
that  the  Administr 
tion's  action  is  an  empty  gesture  ji 
that  the  process  hasn't  already  workei 
South  Korea's  last-minute  markis 
opening  concessions  on  agricultural  iiif 
ports  kept  it  off  the  hit  list.  Threats  I 
sanctions  may  eventually  persuade  tl 
pragmatic  MITI  bureaucrats  to  folic 
suit.  The  real  danger  now  isn't  a  trac 
war,  but  a  negotiating  impasse.  T|P 
Japanese  are  "probably  willing  ' 
make  some  procedural  changes  th; 
will  yield  token  results,"  says  one  ti^* 
trade  official.  Real  progress  in  tra*^ 
liberalization  will  be  achieved  slowly  i'i 
the  negotiating  table,  not  the  ne\f, 
conference.  H. 
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9LEY,  GRAY,  AND  GEPHARDT:  AN  ASTOUNDING  CHAIN  OF  EVENTS  RULES  OUT  WHAT  ONCE  LOOKED  TO  BE  AN  ORDERLY  SUCCESSION 


[HE  DEMOCRATS'  MELTDOWN 
)N  THE  HILL 


/right  is  out,  but  the  party's  troubles  are  far  from  over 


It  was  the  event  his  fellow  Democrats 
hoped  would  allow  Congress  to  get 
on  with  business.  Following  a  year- 
ng  probe  by  the  House  Ethics  Commit- 
■6  and  months  of  speculation,  Speaker 
in  Wright  finally  stepped  into  the  well 
■  a  hushed  House  on  May  31  and  said 
i  would  resign  his  post  once  a  succes- 
)r  was  chosen  and  would  quit  the 
ouse  by  the  end  of  June. 
As  it  turned  out,  Wright's  resignation, 
hich  included  a  stubborn  defense  ad- 
itting  no  culpability,  was  hardly  the 
nic  his  colleagues  had  expected.  Com- 
g  at  the  end  of  a  week  of  startling 
!ws  about  other  members  of  the  Demo- 
atic  leadership,  the  demise  of  Wright 
just  another  development  in  what  one 
p  GOP  Hill  staffer  calls  "a  meltdown." 
iree  of  the  top  four  House  Democrats 
ive  now  been  caught  up  in  the  ethics 
iroxysm  sweeping  Capitol  Hill.  The 
ajority  party  will  patch  up  its  shat- 
red  leadership,  but  the  fallout  will  al- 
ost  certainly  prevent  the  House  from 
complishing  much  this  year. 
The  day  before  Wright  quit,  a  shaken 
emocratic  Caucus  Chairman  William 
.  Gray  HI  (D-Pa.)  responded  to  a  CBS 
ews  report  that  he  was  under  criminal 
vestigation.  Gray  said  he  had  been  in- 
rviewed  by  FBI  agents  on  Memorial 
ly  but  had  been  told  he  wasn't  the 
arget  or  subject"  of  a  probe  into  "alle- 
'tions  about  an  employee  or  employ- 
s."  A  Justice  Dept.  source  says  it's 
lossible"  that  the  probe  of  Gray's  of- 
e  is  part  of  a  broader  inquiry  into 
'eged  payroll-padding  in  the  House. 
Gray  had  been  heavily  favored  to  suc- 
ed  House  Majority  Whip  Tony  Coelho 
-Calif.).  Coelho,  said  to  be  under  inves- 
;ation  himself  for  his  dealings  in  junk 
nds,  announced  on  May  27  that  he 


would  resign  his  leadership  post  and  his 
seat  effective  June  15. 

The  astounding  chain  of  events  rules 
out  what  once  looked  to  be  an  orderly 
succession.  Majority  Leader  Thomas  S. 
Foley  (D-Wash.)  is  unchallenged  to  be- 
come the  new  Speaker.  And  Richard  A. 
Gephardt  (D-Mo.)  is  a  prohibitive  favor- 
ite to  beat  Ed  Jenkins  (D-Ga.)  for  the 
Majority  Leader's  job.  But  with  Gray  in 
trouble,  the  Whip's  race  is  wide  open. 
Candidates  include  Chief  Deputy  Whip 
David  E.  Bonior  (D-Mich.),  Campaign 
Committee  Chairman  Beryl  Anthony  Jr. 
(D-Ark.),  and  Henry  A.  Waxman  (D- 
Calif.).  Depending  on  the  course  of  Jus- 
tice's probe.  Gray's  tenure  as  Caucus 
chairman  could  also  be  threatened. 

Democrats  took  some  comfort,  howev- 
er cold,  from  the  possibility  that  the 
leadership  shakeup  might  rebound  to 
their  long-term  benefit.  Foley  is  well- 
liked  and  respected  in  Congress.  And 
Gephardt  is  a  tested  Presidential  candi- 
date and  veteran  House  consensus  build- 
er. "This  is  mainly  a  dark  cloud  for  Dem- 
ocrats, but  the  rise  of  new  leadership  is 
the  silver  lining,"  says  Democratic  poll- 
ster Geoffrey  Garin.  Together  with  Sen- 
ate Majority  Leader  George  J.  Mitchell 
(D-Me.),  the  Democrats  hope  to  offer  the 
nation  a  more  youthful,  media-conscious 
leadership. 

Out  of  necessitv  and  conviction,  the 


This  is  mainly  a  dark 
cloud  for  Democrats,  but 
the  rise  of  new  leadership 
is  the  silver  lining' 


new  Democratic  leadership  will  also  do 
its  best  to  project  an  image  of  moving 
ahead  with  the  nation's  business.  Rou- 
tine appropriations  bills  and  must-do  leg- 
islation, such  as  the  savings  and  loan 
bailout,  will  probably  reach  the  House 
floor  this  summer.  And  ethics  legislation 
that  would  require  former  members  of 
Congress  to  wait  one  year  after  leaving 
office  before  becoming  lobbyists  will  get 
prominent  floor  attention.  The  new  lead- 
ers will  also  seek  to  dampen  the  partisan 
flames  that  always  seemed  to  surround 
the  combative  Speaker.  Foley  and  Gep- 
hardt "are  conciliators,"  says  Larry  J. 
Sabato,  professor  of  political  science  at 
the  University  of  Virginia.  "They're 
bound  to  nudge  the  Congress  toward 
consensus  politics." 

But  whatever  their  intentions,  the 
House  won't  soon  shake  off  the  inter- 
party  bitterness  that  has  been  growing 
by  the  day.  Democrats,  feeling  angry 
and  betrayed,  accuse  the  Justice  Dept. 
of  playing  political  games  with  criminal 
probes.  Some  believe  leaks  to  the  media 
are  part  of  "an  orchestrated  effort  by 
the  Republican  Justice  Dept.,"  says  Rep- 
resentative Larry  Smith  (D-Fla.). 
'MINDLESS  CANNIBALISM.'  Attorney  Gen- 
eral Richard  L.  Thornburgh  has  vowed 
to  find  and  punish  any  leakers,  but  both 
he  and  FBI  Director  William  Sessions 
could  face  a  rough  going-over  on  the 
Hill  in  coming  weeks.  Another  target  for 
Democratic  vengeance  will  be  Minority 
Whip  Newt  Gingrich  (R-Ga.),  who  filed 
the  original  ethics  complaint  against 
Wright.  In  his  parting  speech,  Wright 
captured  the  increasingly  nasty  mood 
enveloping  the  House,  saying:  "We  must 
resolve  to  bring  this  period  of  mindless 
cannibalism  to  an  end." 

Although  Gingrich  faces  an  ethics  in- 
vestigation over  a  partnership  that  pro- 
moted a  book  he  wrote,  he  and  other 
GOP  leaders  will  try  to  keep  the  contro- 
versy alive  by  filing  more  ethics  com- 
plaints against  Democrats.  That  alone 
will  keep  the  House  in  turmoil  for 
weeks — perhaps  months — to  come. 

By  Douglas  Harbrecht,  ivith  Paula 
Divyer  and  Richard  Fly  in  Washington 
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COMPUTERS  I 


ARDENT'S  DADDY 
WARBUCKS 


It  needs  Kubota's  cash  to  keep  up 
in  a  tough  supercomputer  market 


When  entrepreneur  Allen  Mi- 
chels  first  approached  Kubota 
Ltd.  about  investing  in  his 
startup,  Ardent  Computer  Inc.,  he  game- 
ly asked  the  Japanese  company  to  put 
up  $20  million  for  a  25%  stake.  He  knew 
that  valuing  his  supercomputer  maker  at 
$80  million  was  more  than  a  little  outra- 
geous, since  the  ink  on  Ardent's  busi- 
ness plan  was  barely  dry.  But  Kubota 
officials  agreed  on  the  spot,  and  the  ex- 
citable Michels  had  to  excuse  himself 
from  the  room  to  contain  his  elation. 

Now,  three  years  later,  Michels  has 
that  happy  feeling  again.  This  month, 
Kubota  will  put  up  another  $50  million, 
boosting  the  tractor  and  industrial  equip- 
ment maker's  stake  in  privately  held  Ar- 
dent to  44%.  And  it  doesn't  come  a  mo- 
ment too  soon.  The  sexy,  new  field  of 
graphics  supercomputers,  which  marries 
the  number-crunching  of  supercom- 
puters with  3-D  animation,  has  already 
attracted  a  wealth  of  competitors.  They 
include  startup  Stellar  Computer,  work- 
station makers  Silicon  Graphics  and 
Apollo  Computer,  and  minisupercom- 
puter  maker  Alliant  Computer.  Before 
long,  Sun  Microsystems,  Digital  Equip- 
ment, and  other  big  names  are  expected 
to  join.  When  they  do,  an  already  cut- 
throat market  is  bound  to  get  bloodier. 

With  Kubota's  money,  however,  Mi- 
chels expects  Ardent  to  do  the  slashing. 
In  September,  he  plans  to  unveil  a  com- 
puter priced  at  about  $25,000  that  will  be 
as  powerful  as  one  Ardent  now  sells  for 
$79,000.  That's  half  the  price  that  most 
analysts  expected  for  such  a  machine 
this  year.  A  source  close  to  the  company 
says  he  won't  be  surprised  if  Michels 
tries  to  buy  market  share  with  Kubota's 
backing.  "It's  what  the  Japanese  are 
great  at  doing,"  he  says. 

Indeed,  by  teaming  with  Kubota  rath- 
er than  relying  solely  on  U.  S.  venture 
capitalists.  Ardent  has  already  gained  an 
edge  on  some  competitors.  The  new 
money  boosts  the  putative  value  of  Ar- 
dent to  $155  million — up  27%  from  last 
year.  By  contrast,  Stellar,  whose  $12.7 
million  in  annual  sales  put  it  neck-and- 
neck  with  Ardent,  is  about  to  close  a 
funding  round  at  a  price  that  slashes  its 
valuation  by  a  third,  to  $85  million.  "It's 
hard  to  pay  up  for  an  illiquid  private 
company  with  an  unclear  future  when 


KUBOTA'S  MATSUOA  SAYS  IF  MICHELS'  ARDENT  NEEDS  MONEY,  "WE  THINK  HOW  WE  CAN  HELi*^ 


the  public  market  is  paying  less  than 
one  times  revenues  for  a  healthy  compa- 
ny like  Sun,"  says  David  F.Marquardt  of 
Technology  Venture  Investors,  which 
passed  on  the  Stellar  deal. 

Such  reasoning  is  foreign  to  Kubota. 
The  Osaka  company  wants  to  get  into 
growth  industries  such  as  computers 
fast — and  it's  willing  to  pay.  "Our  pur- 
pose is  not  capital  gains,"  says  Naohisa 
Matsuda,  general  manager  of  Kubota's 
computer  subsidiary,  which  also  builds 
and  markets  Ardent  computers  in  Japan. 
"If  Ardent  needs  money  to  develop  the 
business,  we  think  how  we  can  help." 
Ardent  plans  to  build  up  its  sales  force 


and  speed  development  of  models 
compete  with  minisupers  made  by 
liant  and  Convex  Computer  Corp. 

Without  Kubota's  help.  Ardent  o 
hardly  afford  such  ambitions.  The  o 
pany  needed  the  cash  infusion  becausHi 
missed  earlier  sales  targets,  says  Mt, 
hiro  Yoshida,  managing  director  of  ] 
bota's  office  of  business  planning  ; 
development.  The  first  Ardent  ship 
nine  months  behind  schedule.  And,  p 
ly  due  to  a  lack  of  software,  grapl 
supercomputers  are  selling  more  sic 
than  expected.  Needham  &  Co.  anal 
Gary  P.  Smaby  pegs  1989  sales  at  $1 
million — about  half  of  what  analysts  }l 


WILL  SUN  GET 

BURNED  BY 

ITS  NEW  PARTNER? 


For  nearly  two  years.  Sun  Microsys- 
tems Inc.  has  followed  a  simple  but 
controversial  strategy:  By  signing  up  oth- 
er computer  makers  to  use  Sun  technol- 
ogy to  make  clones  of  its  workstations, 
the  Mountain  View  (Calif.)  company  hopes 
to  build  enough  clout  to  make  its  design  a 
strong  alternative  to  IBM  and  Apple  Com- 
puter Inc.  in  desktop  computers.  But  the 
payoff  has  been  slow  in  coming.  Although 
heavyweights  American  Telephone  & 
Telegraph  Co.  and  Unisys  Corp.  have 
Hned  up  behind  Sun,  so  far,  only  one  start- 
up actually  seils  a  Sun  clone. 

On  May  30,  Sun  showed  why  its  strate- 
gy just  might  work.  Japan's  Toshiba 
Corp.,  a  $30  billion  electronics  giant,  an- 
nounced that  early  next  year  it  will  bring 
out  a  personal  computer  that  is  built 


around  Sun's  SPARC  microproces 
uses  the  same  software  as  Su: 
stations.  Toshiba  won't  say  any  ni' 
that  about  the  product,  but  its  ai 
ment  is  the  strongest  endorsemei  '| 
Sun's  plan. 

The  risk  is  that  Sun's  haste 
market  share  for  SPARC-based  co 
could  result  in  a  corporate  vei 
hara-kiri.  Toshiba,  which  has  an  ei 
22%  of  the  U.  S.  laptop  computer 
and  is  the  leading  seller  of  Sun-bu 
stations  in  Japan,  will  presumab  * 
out  a  SPARC  laptop  and  other  ine; 
SPARC  microcomputers  for  both  ) 
Sun  President  Scott  McNealy  ins: 
the  Toshiba  products  will  complenf ' 
compete  with.  Sun's  products.  1'' " 
wrong,  though,  Toshiba  could  hurp 
both  Japan  and  the  U.  S.  With  ^ll 
angling  for  PC  customers,  "the  twj  i 
like  they're  headed  for  the  same  ik  ■ 
says  David  Card,  an  analyst  atr  ^ 
researcher  International  Data  Co:|J  '  ■ 

Sun  has  little  choice  but  to  gaipi  ■J's 
compete  with  the  likes  of  IBM, 
coax  software  developers  to  wij« 
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are  doing  better  than  expected, 
iby  says  Silicon  Graphics  could  grab 
lird  of  the  market  this  year.  "Stellar 
Ardent  thought  we  were  asleep  at 
wheel,"  says  Forest  Baskett,  vice- 
ddent  of  R&D  at  Silicon  Graphics, 
rdent  now  plans  to  push  down  prices 
1  faster  to  attract  more  scientists 
engineers,  who  use  graphics  super- 
puters  for  jobs  such  as  visualizing 
ss  on  an  airplane  wing.  The  original 
ent  and  Stellar  machines,  selling  for 
),000  and  up,  have  been  "really  too 
Bnsive  for  a  single  guy,"  Michels  con- 
!S.  As  a  result,  both  companies  have 
ounted  prices — by  50%  or  more, 
tie  low-price  strategy  bears  consider- 

risk.  It  may  be  too  costly  to  sell  the 

machines  through  Ardent's  direct 
s  force.  And  although  Michels  had 
;iderable  success  with  computer  re- 
!rs  at  Convergent  Technologies,  his 
ious  startup,  selling  low-cost  ma- 
es  will  put  Ardent  in  direct  competi- 

with  bigger  piayers.  That's  why 
lar  plans  to  stick  with  higher-priced 
Iware.  "I  wouldn't  be  anxious  to 
p  heads  with  Digital,  Sun,  and  Apol- 
says  founder  John  William  Poduska. 
ven  how  scrappy  the  market  is  al- 
y,  he  may  wind  up  following  Ar- 
's  lead,  perhaps  accelerating  what 
3  analysts  are  predicting:  Unable  to 
3ve  sufficient  economies  of  scale, 
ar  is  forced  to  sell  out  to  a  bigger 
pany  while  Ardent  becomes,  in  ef- 

a  Kubota  subsidiary.  To  prevent 
Michels  and  Poduska  must  turn 
■  diverging  strategies  into  sales. 
By  Jonathan  B.  Levine  in  Sunnyvale, 
"i,  with  bureau  reports 


for  SPARC  machines.  Sun's  work- 
s  have  engineering  software  but 
ffice  software  to  compete  with  PCs. 
jvelopers  demand  a  high-volume 
,  and  Sun  can't  produce  that  alone. 
69,000  workstations  last  year,  com- 
with  12.9  million  IBM-compatible 
T\\h.  help  from  Toshiba,  insists 
ly,  "we'll  make  the  pie  very,  very 

\  MARCH.  It's  not  that  simple.  0th- 
panies  such  as  Intel,  Motorola,  and 
omputer  are  pushing  new  micro- 
lat,  like  Sun's,  use  a  speedy  design 
RISC,  for  reduced  instruction-set 
ing.  And  they're  winning  their  own 
backers.  Intel  has  linked  up  with 
,  and  MIPS  has  won  backing  from 
:  the  end.  Sun's  decision  to  sign  on 
3shiba  may  come  down  to  this:  It 
worth  losing  some  sales  to  Toshi- 
\RC  PCs  rather  than  risk  seeing  the 
itial  Japanese  computer  maker 
a  rival  chip.  Without  such  a  part- 
crank  up  the  volume.  Sun's  strate- 
ht  never  pay  off. 

onathan  B.  Leinne  in  San  Francisco 


ADVERTISING! 


THE  'BRIDESMAID'  AD  AGENCY 
FINALLY  CATCHES  THE  BOUQUET 


But  will  D'Arcy  Masius  live  happily  ever  after  with  its  big  new  accounts? 


Ad  agency  D'Arcy,  Masius,  Benton 
&  Bowles  Inc.  is  having  the  kind 
of  year  most  shops  only  dream 
about.  The  New  York  agency  was 
awarded  the  $50  million  Maxwell  House 
account  by  Kraft  General  Foods  Group 
on  May  26,  just  nine  days  after  nailing 
half  of  the  $215  million  Burger  King 
assignment.  Those  wins  and  a  strong 
year  for  the  agency's  Los  Angeles  office 
bring  dmb&B's  new  U.  S.  business  total 
to  $235  million — one  of  the  best  domestic 
records  on  Madison  Avenue. 

That  would  make  DMB&B  hot  even 
amidst  a  boom.  So  it's  all  the 
more  remarkable  given  that 
U.  S.  ad  spending  is  expected 
to  increase  an  anemic  6%  thi.^ 
year.  But  the  llth-largest 
U.  S.  advertising  agency 
can't  afford  to  sit  back  and 
congratulate  itself:  Both 
Maxwell  House  and  Burger 
King  are  severely  troubled 
accounts.  And  DMB&B 
must  make  sure  that  an  i 
internal  restructuring  in 
its  New  York  office  doesn't 
get  in  the  way.  "Sometimes 
agencies  gear  up  for  pitching 
an  account,  then  lose  momen- 
tum," says  DMB&B  President 
Roy  J.  Bostock.  "We've 
got  to  make  sure  our  energy 
goes  into  servicing  these  clients. 
NO  SPARK.  The  splashy  account  wins  are 
the  first  real  fruits  of  a  three-year  push 
for  new  domestic  business  to  match  the 
strong  foreign  gains  that  helped  dmb&b 
show  billings  growth  of  about  22%  each 
year  since  1986.  The  agency  was  created 
that  year,  when  D'Arcy  MacManus  Ma- 
sius, a  Detroit-based  shop  with  such  cli- 
ents as  General  Motors  and  Anheuser- 
Busch,  merged  with  New  York-based 
Benton  &  Bowles,  known  for  its  Procter 
&  Gamble  work.  The  merged  firm  be- 
came known  on  Madison  Avenue  as  the 
"bridesmaid  agency"  after  it  failed  to 
win  such  high-profile  accounts  as  IBM, 
Pan  Am,  and,  ironically.  Burger  King 
two  years  ago.  Long  considered  strong 
in  marketing  strategy,  dmb&b  didn't 
have  the  creative  spark  needed  to  win 
such  shoot-outs.  Bostock  says  new  hires 
and  the  reorganized  New  York  office 
have  helped  produce  better  ads. 

That  may  be,  but  the  restructuring 
remains  a  distinctly  untested  proposi- 
tion. Many  agencies  are  trying  to  figure 


out  how  best  to  give  creative  types  more 
say  in  the  business,  but  DMB&B's  reorga- 
nization goes  further  than  most.  Under 
its  scheme,  creative  directors  and  ac- 
count supervisors  have  now  become  co- 
directors  on  specific  pieces  of  business. 
The  two  disciplines — which  have  always 
been  uneasy  allies  in  the  ad  trade — must 
work  much  more  closely  than  at  other 
shops.  "The  new  setup  means  more  and 
different  responsibilities  for  everyone," 
says  one  staffer.  "It's  taking  a  while  to 
get  u.sed  to  it." 
The  Burger  King  account  is  also  a 


DMB&B'S  SURGE 


venture  into  the  unorthodox.  The  ailing 
burger  flipper's  parent.  Grand  Metropol- 
itan PLC,  split  the  account  between 
DMB&B  and  Saatchi  &  Saatchi  Advertis- 
ing Worldwide.  DMB&B  will  create  gener- 
al advertising,  while  Saatchi  will  handle 
promotions  and  new-product  commer- 
cials. McDonald's  Corp.  by  contrast, 
uses  Leo  Burnett  Co.  as  its  national 
agency  and  a  string  of  regional  shops 
for  promotions  and  local  ads.  Why  isn't 
Burger  King  aping  the  industry  leader? 
Grand  Met  figures  the  chain  will  get  a 
more  consistent  message  with  only  two 
shops.  Also,  because  it  won't  have  to 
oversee  a  bunch  of  small  agencies,  Bur- 
ger King  will  need  a  considerably  small- 
er marketing  staff  than  McDonald's. 
PARIS  CAFE.  The  Maxwell  House  win 
poses  equally  tough,  if  more  convention- 
al, challenges.  General  Foods  Corp.  dras- 
tically cut  the  Maxwell  House  ad  budget 
in  late  1987,  just  as  Procter  &  Gamble 
Co.  began  a  huge  marketing  blitz  for  its 
rival  Folgers  brand.  Market  share  for 
Maxwell   House  regular  ground-roast 
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coffee  shrank  to  16.7%  in  1988  from 
18.3%  in  1986,  according  to  John  C.  Max- 
well Jr.,  an  analyst  with  Wheat,  First 
Securities  Inc.  in  Richmond,  Va. 

Bostock  and  Raymond  G.  Viault,  pres- 
ident of  the  Maxwell  House  Div.,  won't 
say  much  about  upcoming  ads,  but  in- 
dustry sources  expect  dmb&b  to  ditch 
the  much-criticized  campaign  featuring 
Linda  Ellerbee  and  Willard  Scott.  Ads 


for  Maxwell  House  Rich  French  Roast, 
showing  a  young  couple  in  Paris,  will 
probably  continue,  says  Viault.  "Sales 
for  that  brand  have  been  way  beyond 
our  expectations,"  he  says.  But  DMB&B' 
must  come  up  with  its  own  success  sto- 
ries for  both  accounts.  Otherwise  its 
huge  shot  of  new  business  may  result  in 
some  severe  growing  pains. 

By  Walecia  Konrad  in  New  York 


RESTRUCTURINGS! 


HAS  THIS  PROBLEM  CHILD 
LEARHED  ITS  LESSON? 


Kinder-Care  restructures  to  cut  debt  and  boost  investor  confidence 


uilding  an  empire  of  1,235  red- 
steepled  schoolhouses  wasn't 
enough  for  Perry  Mendel.  In  the 
past  '2V2  years,  the  founder  and  chair- 
man of  Kinder-Care  Inc.  has  amassed  an 
odd  assortment  of  side  businesses  in- 
cluding two  Florida  thrifts,  a  specialty 
retail  chain,  and  a  deer-hunter's  maga- 
zine called  Buckmasters. 

Mendel's  disjointed  buying  spree 
hasn't  done  much  for  investors,  who 
have  watched  their  shares  tumble  59% 
since  1987.  In  April,  Kinder-Care's  larg- 
est shareholder,  SunBank,  sold  off  its 
6.9%  stake  in  disgust.  "It  was  a  signifi- 
cantly unrewarding  investment,"  says 
Anthony  R.  Gray,  president  of  Sun- 
Bank's  investment  group. 

But  now  shareholders  are  being  lis- 
tened to — at  least  a  bit.  Amid  persistent 
rumors  of  a  takeover  by  Robert  M.  Bass 
of  Texas,  on  May  29,  the  Montgomery 
(Ala.)-based  Kinder-Care  unveiled  a  com- 
plex $215  million  restructuring  plan  that 
will  spin  off  its  remaining  87%  stake 
in  its  child-care  subsidiary,  which 
trades  separately  as  Kinder-Care  Learn- 
ing Centers  Inc.  "This  will  clean  up  both 
balance  sheets  and  give  both  companies 
more  flexibility  to  grow,"  says  the  67- 
year-old  Mendel,  who  is  stepping  down 
at  Kinder-Care  but  will  stay  on  as  chair- 
man of  Learning  Centers.  Wall  Street 
partly  agrees:  While  shares  of  Kinder- 
Care  hovered  around  8,  Learning  Cen- 
ters' stock  jumped  33%,  to  (chart). 
LIGHTER  LOAD.  The  restructuring  wasn't 
all  Mendel's  idea.  The  catalyst  behind  his 
maneuver  is  Lodestar  Group,  a  PA-year- 
old  New  York  investment  firm  headed 
by  Kenneth  H.  Miller,  former  vice-chair- 
man of  Merrill  Lynch  Capital  Markets 
Inc.  After  the  firm  recently  built  a 
4.3%  stake  in  Kinder-Care,  man- 
agement quickly  acceded  to  Lode- 
star's restructuring  plan:  The  inves- 
tors  will   guarantee   a  $161  million 


rights  offering  for  Kinder-Care  stock 
owners,  who  will  get  half  a  share  in 
Learning  Centers  for  each  share  of 
Kinder-Care.  Lodestar  will  also  buy  3.5 
million  shares  of  Learning  Centers  at 
$5.50  apiece  and  will  take  two  seats  on 
its  board. 

Lodestar,  which  until  now  has  only 
made  minor  investments  in  several 
smaller  companies,  should  wind  up  with 
more  than  5%  of  Kinder-Care  and  over 
13%  of  Learning  Centers.  The  firm's 
principals  declined  to  comment  on  their 
plans  but  have  said  before  that  they  aim 
to  invest  in  companies  for  three  or  four 
years  before  selling  out.  Some  on  Wall 
Street  believe  Lodestar  wants  to  rein  in 
Kinder-Care's  diversification  and  may 
even  prod  the  company  to  sell  off  its 
laggard  divisions.  Others  think  it  may 
take  Learning  Centers  private. 

Lodestar's  cash  infusion  will  come 
none  too  soon  for  Mendel's  $935  million 


empire,  which  has  been  sinking  un( 
the  crush  of  nearly  $400  million  in  de 
mostly  at  floating  rates.  Learning  C 
ters'  first-quarter  interest  tab  of  $12  r 
lion  halved  its  operating  income  to  i 
million.  Learning  Centers  receni 
capped  its  exposure  through  interJ 
rate  swaps  and  is  now  negotiating 
secure  a  sale-leaseback  of  its  day-d 
properties.  Combined  with  the  rights 
fering,  those  measures  should  reduce 
obligations  from  a  huge  349%>  of  eqJ 
to  130%,  estimates  Jeffrey  D.  Adams,| 
analyst  at  PaineWebber  Inc. 
STILL  ENAMORED.  The  Spinoff  may 
ster  the  day-care  centers'  prospects, 
the  restructuring  could  leave  the  rem; 
ing  companies  more  vulnerable  tl 
ever  to  interest-rate  swings:  Pn 
from  Kinder-Care's  American  Savingi 
Loan  Assn. — which  has  been  whipsa 
by  rising  short-term  rates — aren't  cc 
ing  the  interest  from  its  $150  mill 
acquisition  in  1988.  As  a  result,  Kini 
Care's  first-quarter  earnings  plungec  |^ 
$458,000,  or  U  per  share  vs.  26(t: 
year.  It  would  have  reported  a  loss 
hadn't  booked  7$  per  share  from 
stake  in  Learning  Centers.  "What 
stock  still  boils  down  to  is  an  inter 
rate  play,"  says  Napoleon  H.  Over 
an  analyst  at  Morgan  Keegan  &  Co^ 
Still,  Kinder-Care's  new  chairn 
Richard  J.  Grassgreen,  remains  en  ^ 
ored  of  the  company's  fortunes, 
specialty  retailing  is  poised  for  the  s: 
growth  as  day  care,"  says  Grassgr 
the  former  president.  He  may  fin  aJe, 
tough  to  restore  confidence  along  a  lostt 
ed  Wall  Street,  but  the  restructu:  Jljy 
could  make  investors  give  Kinder-Ca  jsepj 
second  look.  Given  its  fall  from  gr 
that  may  be  the  best  it  can  hope  fo|s 
By  Dean  Foust  in  AtU 
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»R  GRABS:  THE  PRICE  TAG  ON  NORTHWEST  IS  IN  JHt  $i  BILLION  RANGE 


IE  POWER  BEHIND  PAN  AMI'S 
D  FOR  NORTHWEST 


e  Group  has  top  names,  deep  pockets,  and  a  sterling  reputation 


Vhat  makes  the  battle  for 
Northwest  Airlines  Inc.  so  dif- 
ferent from  other  multibillion- 
ikeover  fights?  It's  being  waged 
iiiist  total  silence. 

May  30,  Northwest's  board  re- 
i  separate  bids  from  its  own  ma- 
its'  union,  billionaire  ex-oilman  Mar- 
)avis,  an  investment  group  led  by 
)rnia  financier  Al  Checchi,  Pan  Am 
.,  and,  possibly,  the  leveraged 
at  firm  of  Kohlberg  Kravis  Roberts 
.  Northwest  and  its  potential  buy- 
;reed  to  stay  mum  about  the  terms 
;  proposals,  but  sources  among  the 
•s  indicated  that  most  of  the  bids 
for  $3  billion  or  more.  It  was  un- 
whether  Northwest's  management, 
•  Chairman  Steven  G.  Rothmeier, 
1  propose  its  own  plans  for  a  lever- 
buyout  or  special  dividend. 
R  BANKS.  With  Northwest  trying  to 
Lhings  quiet,  it  was  anyone's  guess 
bidder  had  the  best  chance  of  win- 
But  whoever  prevails,  what's  most 
sing  is  the  success  that  Thomas  G. 
2tt,  Pan  Am's  chairman,  has  had  in 
ng  together  the  financing  commit- 
he  needed  to  bid.  And  if  Plaskett 
out  on  top,  he'll  owe  a  king-size 
■you  to  Airlie  Group, 
ouple  of  months  back  few  airline 
tives  or  analysts  would  have 
\  ed  that  Plaskett's  debt-laden  com- 


pany would  be  a  legitimate  bidder  for 
another  major  airline.  Now,  Plaskett 
says  he  has  lined  up  $2.7  billion  in  bridge 
financing  from  a  syndicate  of  major 
banks,  including  Bankers  Trust,  Citi- 
corp, and  Morgan  Guaranty.  He  has  also 
won  the  promise  of  a  needed  infusion  of 
equity  into  the  deal,  with  $200  million 
from  Prudential-Bache  Securities  Inc. 
and  another  $200  million  from  Airlie. 

The  presence  of  Airlie  Group,  and  its 
smart  money,  give  Plaskett's  offer  a  le- 
gitimacy it  might  otherwise 
lack.  Airlie  is  a  limited  part- 
nership with  an  intriguing 
roster  of  members:  Sid  and 
Lee  Bass,  Richard  Rainwa- 
ter, and  the  giant  Equitable 
Life  Assurance  Society. 
Formed  early  this  year,  Air- 
lie has  ample  funding:  about 
$1.6  billion,  half  in  equity 
and  half  from  a  line  of  cred- 
it with  major  banks.  The 
size  of  the  fund  may  eventu- 
ally grow  to  $2.4  billion. 

For  such  a  young  partnership,  Airlie 
already  has  a  sterling  reputation.  It's  a 
successor  to  Investment  Limited  Part- 
nership, a  private  fund  backed  by  the 
same  partners.  According  to  Mort 
Meyerson,  a  general  partner  in  Airlie, 
ILP,  with  over  $1  billion  invested,  aver- 
aged a  30%  annual  return  for  the  five 


years  of  its  existence.  And  ILP  owed 
much  of  that  success  to  its  general  part- 
ner, a  publicity-shy  money  manager 
named  Dort  A.  Cameron  III. 

Get  Cameron  on  the  phone,  and  he 
will  tell  you,  in  a  softly  polite  but  very 
firm  voice:  "I  have  no  desire  to  see  my 
name  in  print."  He  has  done  an  excellent 
job  of  staying  out  of  the  news,  despite 
his  reputation  as  one  of  the  shrewdest 
investors  going.  Cameron  was  an  early 
associate  of  Drexel  Burnham  Lambert 
Inc.'s  Michael  R.  Milken,  and  he  helped 
Milken  form  Drexel's  junk-bond  empire. 
He  left  Drexel  long  before  Milken's 
present  legal  woes  began,  and  as  iLP's 
general  partner,  he  was  able  to  combine 
Equitable's  money  with  his  understand- 
ing of  investment  opportunities  in  such 
tricky  areas  as  high-yield  securities, 
bankruptcies,  and  mezzanine  financings. 
SHREWD  MANAGER.  Now,  at  Airlie,  Cam- 
eron has  a  new  general  partner,  Meyer- 
son,  working  with  him.  Unlike  Cameron, 
whose  specialty  is  finance,  Meyerson  has 
had  a  career  in  operations,  mostly  at  H. 
Ross  Perot's  Electronic  Data  Systems 
Corp.,  where  he  rose  to  president.  At 
EDS,  Meyerson  gained  a  reputation  as  a 
shrewd  manager  who  won  the  company 
some  of  the  key  contracts  responsible 
for  its  phenomenal  growth.  Says  Steve 
McClellan,  a  computer  services  analyst 
for  Merrill  Lynch  &  Co.:  "Meyerson  is 
the  untold  story  of  EDS.  He  really  built 
that  company." 

After  leaving  EDS  in  1986,  and  before 
joining  Airlie,  Meyerson  spent  most  of 
his  time  on  some  big  pro  bono  projects. 
He  chaired  Texas'  Superconducting  Su- 
per Collider  Committee,  which  managed 
after  vigorous  lobbying  to  win  that  $5.5 
billion  plum  for  Texas.  He  also  headed  a 
project  that  sought  ways  to  turn  Dallas 
into  a  mecca  for  commerce  and  culture. 
Beyond  that,  Meyerson  spent  some  time 
with  Rainwater  trying  to  put  together 
ambitious  deals  that  never  came  off  with 
ailing  Texas  thrifts. 

Now,  Meyerson,  as  a  gen- 
eral partner  in  Airlie,  is  sup- 
posed to  complement  Camer- 
on's financial  smarts  with 
his  understanding  of  day-to- 
day business  operations  and 
costs.  A  Pan  Am  merger 
with  Northwest  makes 
sense  to  him.  "My  instinct," 
says  Meyerson,  "tells  me 
that  there  will  be  a  very 
good  fit  here." 
Northwest's  board  may 
not  agree — nor  may  Northwest's  unions, 
whose  cooperation  is  vital.  But  Meyer- 
son, Cameron,  and  the  other  members  of 
Airlie  will  no  doubt  turn  up  at  another 
giant  deal,  quietly  wielding  their  power 
and  money  behind  the  scenes. 

By  Christopher  Poiver  in  New  York  and 
Kevin  Kelly  in  Dallas 
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TELECOMMUNICATIONS  I 


HSN'S  HOME  SHOPPING  CLUB:  THE  FORMER  HIGHFLIER  FELL  FAR  SHORT  OF  SALES  PREDICTIONS 


BLAME  THE  PHONE  COMPANY: 
A  STRATEGY  GOES  ON  TRIAL 


Home  Shopping  Network  wants  GTE  to  cough  up  for  lost  business 


What  business  wouldn't  love  to 
blame  the  telephone  company 
for  its  problems?  Electronic 
retailer  Home  Shopping  Network  Inc. 
has  made  a  fine  art  of  doing  just  that  in 
the  $1.5  billion  fraud  and  misrepresenta- 
tion lawsuit  it  filed  in  1987  against  GTE 
Corp.  Barring  a  last-minute  settlement, 
a  trial  starts  on  June  19.  The  outcome  is 
of  no  small  importance  because,  as 
Nando  DiFilippo  Jr.,  hsn's  general  coun- 
sel, notes,  "if  we  beat  GTE,  it's  going  to 
send  a  message  to  the  entire  telecom- 
munications industry." 

The  message:  Telecommunications 
suppliers  will  no  longer  be  able  to  count 
on  the  limited  liability  that  they've  tradi- 
tionally enjoyed.  Phone  companies, 
equipment  suppliers,  and  data  communi- 
cations companies  generally  use  con- 
tracts that  limit  their  liability  for  lost 
business  or,  in  legalese,  "consequential 
damages."  Phone  companies  also  benefit 
from  a  regulatory  shield:  Their  tariffs 
usually  allow  consumers  to  recover  only 
the  cost  of  lost  service,  not  the  cost  of 
lost  business.  Since  the  limits  on  liability 
don't  apply  to  fraud  cases,  HSN  can  have 
its  day  in  court.  And  to  help  it  prevail,  it 
has  hired  Chicago  attorney  Chester  T. 
Kamin,  co-lead  counsel  in  the  1980  case 
in  which  MCI  Communications  Corp.  won 
a  $1.8  billion  antitrust  judgment  against 
American  Telephone  &  Telegraph  Co. 


and  the  seven  regional  Bell  companies. 
The  case  was  later  settled  out  of  court 
for  far  less  money. 

Still,  "HSN  has  an  uphill  battle,"  says 
Albert  H.  Kramer,  a  Washington  tele- 
communications lawyer  who  professes 
no  great  sympathy  for  GTE.  He  reasons 
that  HSN  is  a  sophisticated  telecommuni- 
cations user  that  should  have  known  of 
problems  with  its  communications  sys- 
tem. There's  also  gte's  countersuit: 
Filed  last  November,  it  charges  HSN  with 
business  libel  and  slander  by  embarking 
on  a  "blame  GTE"  campaign  to  solve  a 
credibility  problem  on  Wall  Street.  Says 
John  J.  Kenney,  an  attorney  with  Simp- 
son, Thacher  &  Bartlett,  GTE's  law  firm: 
"We're  going  to  recover  damages  and 
show  that,  when  in  trouble,  a  company 
can't  drag  someone  else's  name  up  and 
down  the  street." 

The  suit  dates  back  to  hsn's  days  as  a 
market  highflier.  One  of  the  hottest  new 
issues  in  years,  its  stock  soared  to  $18 


'If  we  beat  GTE,  it's  gomg 
to  send  a  message 
to  the  entire 
telecommunications  industry' 


within  days  of  its  $7-a-share  offering 
May,  1986.  But  enthusiasm  waned  wl| 
the  electronic  retailer  fell  short  of  sa 
projections  and  began  a  series  of  ab(|( 
ed  acquisitions  and  expansions.  One  1^ 
reason  for  its  woes,  HSN  insists,  \jp 
GTE.  HSN  says  the  phone  company 
represented  the  capacity  of  its  pujf 
phone  network  and  the  on-site  switcl 
system  it  installed  to  handle  phone  j 
ders  from  hsn's  TV  viewers. 
CLOGGED  CALLS.  Not  Content  to  wait  |r 
the  wheels  of  justice,  HSN  is  also  coifc 
ing  the  press.  It  has  issued  a  slick  bc|; 
let  complete  with  internal  GTE  d(i^ 
ments  culled  from  thousands  of  pages! 
court  exhibits.  One  GTE  memo,  daic 
Nov.  6,  1986,  indicates  that  GTE  krls 
hsn's  phone  system  was  getting  clog^ 
and  questioned  its  responsibility. 
example,  2,500  calls  were  blocked  ife 
five-minute  period  by  our  access  tandii 
[switching  center]  recently  when  # 
conducted  one  of  their  sales  campaign' 
the  memo  says. 

GTE's  not  sitting  still  either.  Its  cck?- 
tersuit  alleges  that  HSN  was  at  fault  3i 
failing  to  hire  enough  operators  and&v 
providing  erratic  and  inadequate  prc|« 
tions  on  incoming  call  volume.  Wis 
HSN  was  made  aware  of  problems,  ^ 
GTE,  it  neglected  to  implement  solut)!i; 
because  of  the  cost.  GTE  also  won  ikm 
backing  from  Florida's  Public  Serjoi 
Commission  in  May  when  the  agenc^j-e- 
ported  to  Howard  P.  Rivas,  the  Flodj. 
state  circuit  judge  in  Pinellas  Cour 
who  is  hearing  the  case,  that  GTE  |a<; 
provided  adequate  service  to  HSN.  lui 
the  PSC's  finding  was  based  only  on  la 
terial  from  GTE.  HSN  refused  to  coopr 
ate  in  the  PSC's  study,  claiming  the  rfu 
latory  authority  was  biased  in  favoo 
GTE  because  a  judgment  against  it  cilt 
lead  to  a  boost  in  phone  rates. 

Of  course,  the  two  sides  could  i. 
settle.  In  a  report  last  year,  litigaoa 
attorney  and  analyst  Calvert  D.  Crar  o. 
the  Wall  Street  firm  Martin  Simpso  <!. 
Co.  wrote  that  HSN's  demands  for  :0 
million  in  compensatory  and  $1  billic  i' 
punitive  damages  "are  probably  e)5{i 
sive."  However,  he  concluded  "that  CT, 
correctly  indicate  that  the  damg 
award  will  probably  be  large."  Toi} 
he's  not  so  sure  the  fight  will  go  hi 
distance.  "From  what  I  know  of  h 
case,"  he  says,  "if  I  was  represerint 
GTE,  I  would  not  let  the  case  go  to  trj. 

For  now,  GTE  and  HSN  are  vowin 
fight  on.  Both  have  a  lot  to  lose.  H^; 
credibility  is  on  the  line.  And  limite 
ability  has  long  given  utilities  sue  a 
GTE  more  legal  protection  than  moster 
vice  companies  against  damage  clni: 
for  lost  business.  If  HSN  v/ins,  that  et 
dom  could  disappear  fast.  j 
By  Gail  DeGeorge  in  mm 
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PHILIP  MORRIS  FIRES 
UPAIOW-NICSMOKE 


►  Of  all  the  tobacco  compa- 
nies, Philip  Morris  has  been 
the  most  outspoken  in  defend- 
ing cigarettes.  Yet  even  the 
industry  giant  has  to  face  the 
realities  of  the  marketplace. 
In  addressing  what  scientists 
believe  to  be  the  addictive 
component  of  tobacco,  Philip 
Morris  is  testing  a  cigarette 
that  contains  only  a  trace  of 
nicotine  yet  supposedly  tastes 
like  a  regular  smoke. 

The  new  cigarette,  which  is 
being  tested  under  the  Merit 
Free  and  Next  from  Merit 
brand  names,  has  0.1  milli- 
grams of  nicotine,  vs.  0.6  mil- 
ligrams for  the  regular  Merit 
low-tar  brand.  Says  John 
McMillin,  a  Prudential-Bache 
analyst:  "This  could  be  a  ge- 
nius move.  If  smokers  feel 
better  about  smoking  these 
cigarettes,  they  may  not  no- 
tice they're  smoking  twice  as 
many  of  them." 


AN  LTV  UNIT  FORGES 
A  WORKER  BUYOUT 


►  Joining  the  rush  toward  em- 
ployee ownership,  4,900  sala- 
ried and  hourly  workers  at 
eight  LTV  plants  agreed  to 
buy  the  company's  steel-bar 
products  unit  for  an  estimated 
$200  million  to  $300  million. 
The  sale  will  enable  LTV, 
which  is  reorganizing  under 
Chapter  11,  to  shed  a  product 
line  that  faces  rising  competi- 
tion from  smaller,  more  effi- 
cient minimills,  which  make 
steel  from  scrap  metal.  The 
ESOP's  union  is  negotiating  a 
new  contract  to  replace  one 
that  starts  expiring  as  early 
as  next  year. 


AVON  SLAMS  THE  DOOR 
ON  MARY  KAY 


►  Another  unwelcome  suitor 
is  calling  on  Avon  Products. 
On  May  30,  Avon  rejected  an 
overture  by  Mary  Kay,  a  pri- 
vately held  direct-sales  cos- 
metics company  with  annual 


revenues  of  about  $400  mil- 
lion. Mary  Kay  had  expressed 
interest  in  linking  up  with 
Avon,  which  has  revenues  of 
$3  billion,  in  a  merger  or  le- 
veraged buyout.  That  move 
follows  an  unfriendly  $2  bil- 
lion bid  from  direct-seller  Am- 
way,  which  has  since  dropped 
its  offer. 

Avon  CEO  James  Preston 
says  his  company  is  not  for 
sale.  But  if  a  would-be  buyer 
gets  tough,  Avon,  with  its  $1 
billion  debt  load,  won't  have 
many  defensive  options. 


AT&rS  NEW  PACT 
ON  UNION  BENEFITS 


►  AT&T  is  changing  in  re- 
sponse to  the  thousands  of 
women  who  have  joined  the 
company  since  the  1960s.  Un- 
der new  agreements  covering 
160,000  unionized  employees, 
the  telecommunications  giant 
will  provide  $5  million  in  seed 
money  to  local  day-care  cen- 
ters that  give  priority  to  AT&T 
families.  It  also  will  double 
the  length  of  unpaid  leaves  to 
care  for  children  or  seriously 
ill  dependents,  with  full  bene- 
fits extending  through  the 
first  six  months. 

AT&T  drove  a  hard  bargain: 
Union  members  in  phone  op- 
erations will  receive  an  8.75% 
wage  hike  over  three  years, 
much  less  than  anticipated  in- 
flation. Manufacturing  em- 
ployees will  get  6.5%,  plus  an 
initial  lump-sum  payment  of 


IT  DOESN'T  PAY  TO  EAT  A  2-INCH  ROACH 


3  3a-.V.LU 


At  the  Chicago  Board  of  Trade, 
people  hardly  notice  when  a  fu- 
tures trader  eats  a  $1  million 
loss.  But  on  May  26,  the  feast 
consisted  of  a  2-inch  American 
cockroach,  and  that  halted  all 
other  activity  in  the  Treasury 
note  pit.  The  bug  was  perched 
on  the  tongue  of  Brian  Waller,  a 
trader's  clerk  who  consumed  la 
cucaracha  in  response  to  a  $200 
dare.   "He  bit  it  and  turned 
around  so  everybody  could  see  it,  including  the  visitors'  ti- 
lery," said  Geoffrey  Getz,  a  trader  who  witnessed  the  inci  \ 
Waller's  feat  amazed  traders  and  runners  from  adj:  ; 
pits,  who  flocked  to  the  spectacle  and  chanted:  "Eat  it,  ea 
But  the  bite  bugged  floor  officials,  who  collared  Waller  mI 
began  disciplinary  proceedings  leading  to  a  $1,000  fin( 
disrupting  trading.  Waller,  who  couldn't  be  reached  for  i 
ment,  was  later  fired.  There's  another  entry  in  the  CBOT  lie 
book  that  might  better  fit  his  offense,  though:  No  eatin  m 
the  floor. 


8%.  A  profit-sharing  plan 
could  add  a  small  bonus  if 
profit  goals  are  met. 


ROD  HILLS  DOESBAHLE 
WITH  OAK  INDUSTRIES 


►  It  seems  as  if  the  Hills  fam- 
ily can't  avoid  controversy 
these  days.  While  U.  S.  Trade 
Representative  Caria  Hills 
was  citing  Tokyo  for  unfair 
trade  practices  (page  24),  hus- 
band Roderick  Hills  is  waging 
a  proxy  battle  to  win  control 
of  Oak  Industries. 

Rod  Hills,  a  former  Securi- 
ties &  Exchange  Commission 


THE  GraWUAP  SDKffi.YJHEF!E 


chairman,  will  offer  a 
person  slate  of  directors 
Oak  Industries  sharehofca 
meet  in  San  Diego  on  Ju 
A  board  member  since 
Hills  learned  he  was 
ousted  after  he  and  Oa 
dustries   Chairman  E 
McNeely  battled  over 
electronics  company's  ac 
tion  and  business  strat< 
Hills  has  the  support  of 
don-based  MIM,  which 
25%  of  Oak.  McNeely  hi  x 
sponded  with  a  lett€  t' 
shareholders  that,  amonj  ;l! 
er  things,  questions  I 
business  ability. 


A  HIGH-TECH 
PRESIDENT  FOR  IBM 


►  IBM  has  installed  its  t  j; 
engineer  in  the  presidi 
office.  The  promotion  of 
Chairman  Jack  Kuehlei 
nals  the  importance  of 
nology  in  the  com 
giant's  struggle  to  rH 
sales  and  earnings  mijii 
tum.  While  Kuehler,  56,3 
seen  as  likely  to  succeed  o; 


It 


Akers  as  chairman  and 
executive,  the  new  pos 
give  him  more  influenci 
IBM's  strategic  attempt 
tegrate  its  diverse  pi 
lines  and  capitalize 
strength  in  mainframes. 


hie 
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EAM  WORK 


PLAY  OUR  PART  IN  DEFENDING  THE 
-E  WORL.D.  In  r^ance,  Aerospatiale  has  unique 

ONSIBILITY  AS  PRIME  CONTRACTOR  FOR  BOTH  STRATEGIC 
-EAR  IRBM  AND  SLBM  MISSILE  SYSTEMS,  THE  HEART  OF 
-RENCH  DETERRENT  FORCE.  AEROSPATIALE  ALSO  BUILDS 
H  MISSILES  AS  EXOCET,  ERYX  AND  ASTER  AND  PARTICI- 
S  IN  COMMON  RESEARCH  AND  DEVELOPMENT  PROGRAMS 
^4AJOR  SYSTEMS.  THUS  SHARING  RESPONSIBILITY  FOR  THE 
WORLD'S  DEFENSE.  THIS  ESSENTIAL  COOPERATIVE  EFFORT 
JIRES  A  PARTNERSHIP  OF  CONFIDENCE.  MEET  THE  TEAM 


aerospatiale 


AEROSPATIALE  INC  IIOl.  l^^H  STREET  NW  WASHINGTON  DC  2000S* 
PHONE:  202293  0650  -  - 


A 

MOVING 
PICTURL 


What  if  there  was  a  TV  with  a  picture  so  clear,  so  detailed,  so  perfectly  defined 
that  instead  of  just  watching  it,  you  actually  felt  you  were  part  of  it. 

If  the  concept  is  a  little  hard  to  grasp,  you  might  want  to  experience  the 
reality:  Toshiba's  new  Super  Tube"  TV. 

This  remarkable  example  of  advanced  video  technology  uses  vastly  improved 
semiconductors,  developed  by  Toshiba.  Better  CRT  shadow  masks, 
developed  by  Toshiba.  And  all-new  circuitry,  refined  and  perfected  by  Toshiba. 
Plus  the  realism  of  Super  Carver  Sonic  Holography.® 

And  every  TV  is  subjected  to  the  strictest  quality  control  at  our  plants 
here  in  the  U.S. 

Images  and  sound  you  not  only  see  and  hear,  but  feel.  That's  Toshiba's  goal 
for  all  its  TVs,  VCRs  and  camcorders. 

After  all,  we're  not  in  this  business  for  our  own  entertainment, 
'^e're  in  it  for  yours. 

j!jper  Tube'"  IS  a  trademark  of  Toshiba  Corp, 

In  Touch  with  Tomorrow 

TOSHIBA 

For  further  information  write  Toshiba  America  Consumer  Products,  inc  ,82Totowa  Road,  Wayne,  NJ  07470  or  Toshiba  Hawaii,  Inc  .Honolulu.  HI  96814 
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ORYX 


A  new  name. 

Sun  Exploration  and  Prrxiuction 
Qjmpan\-  is  now 
Or\'x  Energ}'  Compan\: 

North  .\mcrica\  largest 
independent  oil  and  ga.s  prcxiucer. 

A  billion  barrels  strong. 

Big.  FinancialK-  sound. 

Or\'x  Energ}'  Q^mpany. 

A  new  world  of  opportunities. 

Like  our  namesake,  the  or\T( 
antelope,  \vc  are  proud,  aggressi\'e 
and  resf)urceful. 

Seeking  energ\'  opportunities  in 

North  .-Vmcrica. 

And  throughout  the  world. 

Or\-x  Energ)'  Company. 


Orx-x  Energ\-  Qjmpan\- 
?.6.  Box  2880 
Dallas,  TX  75221-2880 


On-x  Encrg\-  Compam'  is  trackxl  on  the  New  York  Stock 
Exchange  under  the  tidcer  sv-mbol  ORX. 


J^illit»iMiT»iiH[«I>]? 


EDITED  BY  STEPHEN  H,  WILDSTROM 


MPTY-OFFICE  SYNDROME 
;  HURTING  BUSH'S  MANDATE 


gkMhen  President  Bush,  fresh  from  his  triumph  at  the 
w^m  NATO  summit,  rolls  into  Washington  on  June  5,  his 
t^m  political  stock  will  be  high.  With  congressional  Dem- 
its in  disarray.  Bush  has  an  opportunity  to  reassert  his 
ership  and  give  his  stalled  domestic  agenda  a  push.  Trou- 
is,  the  foot  soldiers  of  the  Administration — the  key  sub- 
inet  officials  who  can  turn  good  intentions  into  policy — 
J  yet  to  report  for  duty. 

ive  months  into  the  Bush  Administration,  more  than  half 
tie  jobs  subject  to  confirmation  are  vacant.  At 
I  the  Labor  and  Housing  &  Urban  Develop- 
t  Depts.,  only  the  Cabinet  secretaries  have 
1  confirmed.  Just  4  of  40  top  Pentagon  offi- 
,  are  in  place.  Throughout  the  Administration, 
ng  holes  are  being  filled  by  Reagan  Adminis- 
on  holdovers  eager  to  escape,  by  "acting" 
er  bureaucrats,  and  by  nominees-in-waiting 
r  are  working  as  "consultants." 
I  inr  HANDICAPS.  These  unofficial  consultants 
[  accomplish  a  lot.  For  example.  Treasury  Un- 
i  Secretary  Robert  Glauber  and  Assistant  Sec- 
I  !-y  David  Mullins  drew  up  and  launched  the 
;  linistration's  well-received  savings-and-loan 
I  lut  plan  before  their  nominations  were  sent  to  the  Senate, 
j   most  cases,  however,  consultants  labor  under  heavy 
1:  licaps.  They  can't  represent  the  Administration  at  congres- 
s  il  hearings,  sign  off  on  regulations,  or  even  hold  a  press 
1;  ing.  Cabinet  Secretaries  are  forced  to  attend  meetings  to 
h  they  would  send  a  deputy — if  they  had  one.  And  some 
>  ilive  policy  areas  are  off-limits.  Roderick  A.  DeArment, 
'   has  been  nominated  but  not  confirmed  as  Deputy  Labor 
1:  itary,  has  been  barred  from  some  White  House  meetings 
bi  use  he  isn't  "official." 

e  adverse  effects  of  Bush's  skilled-labor  shortage  are 
1  cularly  acute  at  the  Energy  Dept.  During  the  campaign, 
1;  I  promised  to  clean  up  dangerous  waste  at  the  govern- 
n  ,'s  nuclear  v/eapons  plants.  But  Energy  Secretary  James 
I  Vatkins  hasn't  been  able  to  carry  out  the  President's 


pledge  because  he  can't  fill  key  jobs.  Watkins  has  offered  the 
job  of  Assistant  Secretary  for  defense  programs  to  four  candi- 
dates, but  all  have  turned  him  down.  The  reason:  Each  is 
earning  at  least  three  times  the  $80,700  the  Energy  job  pays. 

In  some  cases,  the  lack  of  top  appointees  is  crippling  policy 
formation.  For  example,  congressional  tax-writing  committees 
are  anxious  to  simplify  rules,  called  Section  89,  designed  to 
make  sure  that  employee-benefit  plans  don't  discriminate  in 
favor  of  highly  paid  workers.  But  the  three  top  jobs  in  the 
Treasury  Dept.'s  Office  of  Tax  Policy  are  vacant, 
and  the  department  has  been  unable  to  offer  a 
position  on  the  Section  89  overhaul.  As  a  result, 
an  issue  of  vital  interest  to  business  is  stalled. 
BOTTLENECK.  White  House  personnel  chief  Chase 
Untermeyer  gets  most  of  the  flak  for  the  slow 
pace  of  appointments.  Untermeyer  says  the  ethics 
environment  demands  thoroughness.  "Everybody 
expects  us  to  thoroughly  screen  people,  choose 
those  who  are  able,  and  get  them  through  the 
process,"  he  says.  "Do  people  really  expect  us  to 
do  that  in  a  matter  of  days  or  weeks  rather  than 
the  months  it  does  take?" 
At  this  point,  even  a  dramatic  speedup  by  the 
White  House  might  not  get  the  jobs  filled  much  faster  because 
the  Senate  has  become  a  major  bottleneck.  There  are  more 
than  50  nominations  pending,  not  counting  ambassadors  and 
judges,  and  the  backlog  is  likely  to  grow.  "The  view  on  Capitol 
Hill  is,  'If  the  White  House  can  take  two  months,  why  should 
we  do  it  in  one  week?'  "  grumbles  a  nominee  whose  name  was 
sent  to  the  Senate  nearly  two  months  ago. 

Signs  of  a  leisurely  appointment  process  began  appearing 
shortly  after  Bush  took  office,  prompting  some  Republicans  to 
warn  that  it  would  be  June  before  the  Administration  was  in 
place.  Turns  out  they  were  optimists.  Bush  will  now  be  lucky 
to  have  all  his  key  people  in  place  before  Congress'  August 
recess — and  the  Administration  will  be  hard  pressed  to  make 
up  for  the  months  it  has  lost. 

By  Richard  Fly.  with  bureau  reports 


<  iTALWRAPUPI 


I  FED 


k  simmering  dispute  between  the 
k  White  House  and  the  Federal  Re- 
^e  Board  has  cooled  for  the  time 
ig.  The  Bush  Administration  is  un- 
py  both  with  the  current  level  of 
rest  rates  and  with  the  newfound 
ngth  of  the  dollar.  Officials  would 
to  see  the  Fed  drive  down  rates 
the  dollar  by  easing.  But  policy- 
:ers,  still  stung  by  the  backlash 
'  inst  an  early  round  of  Fed  bashing, 
;  keeping  mum.  One  White  House 
*  lomist,  asked  if  the  central  bank 
lid  ease  or  stand  pat,  cautiously 
s  the  call  "a  tossup."  He  stresses 
Fed  Chairman  Alan  Greenspan 


has  to  protect  his  inflation-fighting 
credibility.  The  Administration's  silence 
is  frustrating  to  doves  on  the  Fed 
board,  who  would  like  some  support  in 
their  fight  for  lower  rates. 

SECURITIES  

Chairman  David  S.  Ruder  is  leaving 
the  Securities  &  Exchange  Com- 
mission a  parting  gift — a  new  enforce- 
ment chief.  Before  returning  to  teach- 
ing this  summer.  Ruder  plans  to  name 
a  replacement  for  Gary  G.  Lynch, 
who's  leaving  for  a  law  firm.  Top  can- 
didates: Associate  Enforcement  Direc- 
tors John  H.  Sturc,  Joseph  I.  Goldstein, 
and  William  R.  McLucas,  and  chief  tri- 
al lawyer  Thomas  C.  Newkirk. 


SPACE 


The  new  National  Space  Council, 
headed  by  Vice-President  Dan 
Quayle,  is  having  a  tough  time  getting 
going  on  long-term  policy.  The  coun- 
cil's first  effort  was  salvaging  an  earth 
photo  program  when  Landsat  ran  out 
of  money.  Now,  it's  concerned  with 
saving  the  planned  Aerospace  Plane  as 
the  budget-starved  Air  Force  threatens 
to  pull  out  of  the  project.  The  most 
important  question  facing  the  council 
is  whether  to  endorse  President  Rea- 
gan's $2.5  billion  manned  space  station. 
But  one  member  says  the  panel  has 
been  too  busy  "fighting  brushfires"  to 
give  the  issue  much  time. 


'"^^  3T0N  OUTLOOK 
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seems  so  simple  now!' 


"I  come  in  one  morning,  and  there  it 
was,  big  as  life.  A  computer  on  my  desk.  IBM, 
no  less. 

"But  this  is  one  secretary  who  didn't  have 
time  to  learn  a  computer.  My  \  (>R  was  hard 
enough. 

"Then  1  found  a  not("  on  it  saying.  "Just  turn 


It  on. 


The  Solution: 


WeVe  been 


working  hard  to  help  one  of  our  most  impor- 
tant customers:  People  who  arc  new  to 
computers. 

As  a  result,  our  computer  systems  are 
easier  to  learn  than  eyer.  The  IBM  Personal 
Systcm/2"  even  has  a  step-bv-step  tutorial  that 
can  help  make  sure  that  beginners  don  t  stay 
beginners  for  long. 

It  s  just  one  more  way  IBM  is  learning 
about  your  needs,  and  bringing  you  the  best 
solutions.   _., 


Tsorial  S\>li  rn/L:  i«  j  rl■f;l^tl•rl■<l  tradrnidrk  ol  IBM  Corporation.    ©  |<J8<»  IH\1  <  ,or[)oralh)ii. 


nternational  Business 


JAPAN  I 


WILL  THE  RECRUIT  SCANDAL 
JUST  GO  AWAY? 


The  LDP  is  betting  that  probable  Prime  Minister  Sosuke  Uno  can  hold  the  fort  until  it  does 


Japan's  ruling  Liberal  Democratic 
Party  is  trying  to  extricate  itself 
from  one  of  the  sorriest  chapters  in 
its  history.  On  May  29,  Tokyo  prosecu- 
tors announced  they  would  end  their  in- 
vestigation of  the  Recruit  Co.  bribery 
and  influence-peddling  scandal — without 
indicting  a  single  top  politician.  The  LDP 
also  appeared  certain  to  select  Foreign 
Affairs  Minister  Sosuke  Uno  as  new 
Prime  Minister,  replacing  Noboru  Take- 
shita,  who  on  Apr.  25  announced  his  res- 
ignation because  of  the  scandal.  Uno  will 


of  last  year's  trade  law  was  to  refuse  to 
negotiate. 

Although  powerful  bureaucrats  carry 
out  Japan's  trade  policy,  politicians  are 
needed  to  mediate  turf  battles  between 
ministries.  As  the  Recruit  crisis  dragged 
on,  the  smooth  functioning  of  the  bu- 
reaucracy seemed  strained.  The  Post  & 
Telecommunications  Ministry  abruptly 
terminated  negotiations  with  Motorola 
Inc.  over  access  to  Japan's  cellular  tele- 
phone market.  A  strong  Prime  Minister 
might  have  forced  the  recalcitrant  minis- 


spread  millions  of  its  shares  among  at 
upper  reaches  of  Japan's  political,  bsi- 
ness,  and  media  circles  to  gain  influej^l 

The  Japan  Socialist  Party,  among 
ers,  is  upset  that  the  nine-month  Rect#!» 
legal  probe  ended  without  any  top  pci^fis 
cians  being  indicted.  The  highest 
prosecutors  went  was  Takao  Fujin^" 
Nakasone's  former  Cabinet  secret 
The  Socialists  are  threatening  a  boy 
of  the  Diet  session  at  which  Uno  wil 
named  unless  Nakasone  comes  bei 
the  upper  house  and  all  evidence 


'4  SOSUKE  UNO 


Uno  may  lack  the 
clout  to  respond 
forcefully  to  trade 
pressure  from  the 

U.S.  That  may 
ensure  Takeshita 
a  role  as  'shadow 
shogun' 


NOBORU  TAKESHITA  ► 


have  the  unpleasant  task  of  leading  the 
LDP  into  crucial  upper  house  elections  in 
July  in  which  the  party  is  almost  certain 
to  lose  seats. 

One  reason  for  trying  to  end  the  chaos 
within  the  LDP  is  renewed  trade  pressure 
from  Washington  and  rising  concern 
from  some  of  Japan's  allies  that  it 
seemed  to  be  drifting  on  international 
issues.  The  Bush  Administration's  deci- 
sion on  May  25  to  list  Japan  as  an  unfair 
trading  partner  in  satellites,  supercom- 
puters, and  lumber  products  (page  24) 
accelerated  the  need  for  the  Japanese  to 
settle  on  a  leader  to  deal  with  the  Ameri- 
cans. Japan's  initial  reaction  to  the  U.  S. 
decision  under  the  "Super  301"  provision 


try  to  open  the  market  fully,  just  as 
Takeshita  arm-twisted  the  construction 
and  agriculture  industries  last  year.  At 
the  same  time,  the  Finance  Ministry  and 
Bank  of  Japan  sent  out  confusing  sig- 
nals on  interest  rates  and  support  for 
the  yen,  leaving  the  impression  of  a  rud- 
derless financial  policy. 
BIG  FISH.  The  party  is  hoping  to  respond 
to  these  challenges,  but  it's  not  certain 
the  Recruit  crisis  is  finished.  The  LDP's 
overall  loss  of  popularity  could  linger  for 
months.  Some  party  members  are  angry 
that  former  Prime  Minister  Yasuhiro 
Nakasone  left  the  LDP  but  has  not  re- 
signed his  Diet  seat.  It  was  during  Na- 
kasone's five-year  reign  that  Recruit 


investigation  is  made  public.  The  S«al 
ist  threat  may  prove  to  be  little  ori  ; 
than  an  irritant  because  the  LDP  haah 
votes  to  name  Uno.  But  the  Socii'Si  ■ 
and  the  media  could  keep  alive  the  sspi  ■ 
cion  among  disgruntled  voters  thanh" 
really  big  fish  got  away. 

Takeshita  had  difliculty  in  findi^'  ; 
successor.  The  LDP's  first  choice  v;  ^ 
former  Foreign  Minister  Masayoshlt; 
75.  Despite  weeks  of  cajoling,  It<jde  ■ 
clined  when  party  leaders  refused  ttflis  „ 
solve  the  LDP's  numerous  competingac 
tions  or  give  up  their  seats  to  lak' 
amends  for  the  Recruit  scandal. 

A  month  after  announcing  thaj  h' 
would  resign,  Takeshita  settled  on  inc 
 k—J 
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HONG  KONG I 


POPULAR  CAUSE:  HONG  KONG  STUDENTS  MARCH  TO  DEMAND  DEMOCRACY  ON  THE  MAINLAND 


HONG  KONG'S  FUTURE  SEEMS 
EVEN  MORE  IN  DOUBT 


The  colony  thought  China  would  give  it  a  long  leash — until  last  week 


;.  Although  he's  a  member  of  the  Na- 
isone  faction,  Uno  is  one  of  the  few 
p  LDP  politicians  not  linked  to  the  Re- 
uit  scandal.  A  veteran  of  several  Cabi- 
't  posts,  Uno  has  traveled  widely  and 
regarded  as  able  to  hold  his  own  in 
ternational  affairs.  "Uno  just  seems 
:e  the  perfect  compromise,"  says  an 
ie  to  an  LDP  Diet  member.  The  son  of 
rich  sake  brewer,  Uno  writes  haiku, 
ints,  plays  the  harmonica  and  piano, 
,  ,d  is  also  qualified  to  teach  kendo,  Jap- 
.  ese  fencing. 

But  many  government  officials  and 
litical  analysts  question  Uno's  ability 
tackle  the  tough  issues  facing  Japan, 
.  rticularly  trade.  His  critics  say  that 
ii  lile  Uno  is  articulate  and  intelligent, 
!  lacks  the  political  clout  to  coordinate 
i  response  to  Washington.  Because  of 
i  1  weak  power  base  within  the  LDP, 
j  10  "won't  be  able  to  push  through  dra- 
j  itic  new  policies,"  says  Takeshi  Sa- 
il d,  a  political  science  professor  at  To- 
il 0  University. 

j:  iHiND  THE  SCENES.'  That  may  suit  Ta- 
I  ihita  just  fine.  By  picking  Uno  to  suc- 
j  id  him,  Takeshita  ensures  a  role  for 
1  [iself  as  a  "shadow  shogun"  in  the 
it  government.  Uno  "is  just  going  to 
an  actor  directed  behind  the  scenes 
Takeshita,"  according  to  one  govern- 
nt  official. 

Jno's  immediate  task  will  be  respond- 
■  to  Washington's  decision  to  identify 
)an  as  an  unfair  trading  nation.  Japan 
'S  it  cannot  negotiate  on  satellites,  su- 
computers,  or  lumber  while  the  U.  S. 
Drandishing  the  threat  of  retaliation, 
tead,  the  Ministry  of  International 
ide  &  Industry  is  trying  to  come  up 
h  an  alternative  framework,  partly  to 
e  face  for  Japan.  By  turning  the 
cs  into  a  broader,  two-way  dialogue 
'Ut  the  countries'  economic  relation- 
3,  the  Japanese  will  also  try  to  keep 
ssure  on  the  Americans  to  fix  their 
1  problems,  such  as  the  federal  bud- 
deficit. 

lost  think  Uno's  tenure  will  be  brief. 
:he  Recruit  affair  blows  over,  Take- 
a  is  expected  to  pave  the  way  for 
'  '  Secretary-General  Shintaro  Abe  to 
orne  Prime  Minister.  Abe  backed 
I   eshita  as  Premier  and  was  slated  to 
'   'eed  him.  But  revelations  that  his 
vtary  made  a  killing  by  selling  cheap 
res  in  a  Recruit  subsidiary  have  put 
'  out  of  the  running  for  now. 
Takeshita  gets  his  way,  Uno  will  be 
tility  infielder  who  does  his  job  and 

I  leaves.  The  LDP  will  be  able  to  close 
<s  following  the  crippling  Recruit  af- 
.  and  Takeshita  will  still  wield  consid- 
ile  behind-the-scenes  power.  The  key 
stion  is  whether  Japanese  voters  will 
'Pt  a  return  to  business  as  usual. 

II  Japan's  economy  on  a  roll,  chances 
they  will. 

'/  Amy  Borrus  and  Neil  Gross  in  Tokyo 


On  Sunday,  May  28,  Chinese  all 
over  the  world  took  to  the 
streets  to  protest  Beijing's  hard 
line  against  its  student  demonstrators. 
But  the  tiny  British  Crown  colony  of 
Hong  Kong  was  home  to  the  largest 
demonstration  of  all.  An  estimated  1.2 
million  marchers — an  astounding  20%  of 
the  total  population — carried  homemade 
placards  and  shouted  emotional  slogans. 
Some  banners  said:  "Today,  China;  To- 
morrow, Hong  Kong." 

Although  China's  power  struggle  was 
still  raging,  the  impact  on  Hong  Kong 
already  was  profound.  The  basic  terms 
China  is  proposing  for  running  Hong 
Kong  after  Britain  relinquishes  control 
in  1997  are  under  assault  from  5.8  mil- 
lion newly  politicized  Hong  Kong  resi- 
dents. Many  had  hoped  China  would 
keep  its  promise  to  allow  their  enclave  to 
maintain  its  freewheeling  capitalist 
ways,  but  Deng  Xiaoping's  apparent 
plan  to  purge  Communist  Party  boss 
Zhao  Ziyang  and  the  reappearance  of 
the  party's  Old  Guard  has  worsened 
fears  that  such  hopes  were  too  optimis- 
tic. More  Hong  Kong  Chinese  are  now 
going  to  "stand  together  and  start  to 
fight  for  their  interests,"  says  Lee  Wing 
Tat,  a  chief  march  organizer. 
CRITICAL  ARTICLES.  Several  local  politi- 
cians who  had  been  working  closely  with 
Beijing  also  are  having  second  thoughts. 
Louis  Cha,  a  newspaper  editor  who  had 
proposed  a  compromise  with  Beijing  on 
the  sensitive  issue  of  direct  elections,  re- 


signed from  a  committee  that  is  drafting 
a  "Basic  Law"  to  guide  Hong  Kong  af- 
ter 1997. 

Most  extraordinary,  the  upheavals  in 
China  have  split  the  Communist  commu- 
nity in  Hong  Kong,  allying  liberal  Com- 
munists with  church  groups,  student  ac- 
tivists, and  middle-class  professionals.  A 
pro-Beijing  labor  leader  has  criticized  the 
government's  moves,  and  some  pro-Beij- 
ing newspapers  that  have  loyally  fol- 
lowed China's  line  for  decades  have  pub- 
lished critical  articles. 

After  years  of  wrangling  among 
Hong  Kong  politicians,  Beijing's  hard 
line  has  galvanized  support  for  earlier 
and  broader  elections  in  Hong  Kong.  On 
May  30,  the  advisory  and  legislative  bod- 
ies of  the  Hong  Kong  government — both 
dominated  by  colonial  appointees — 
agreed  to  recommend  that  Hong  Kong's 
chief  executive  be  chosen  by  direct  elec- 
tions no  later  than  2003,  nine  years  earli- 
er than  Beijing  has  proposed.  "While  the 
events  have  understandably  led  to  con- 
fusion and  anxiety  for  many,  they  have 
also  brought  the  community  together  in 
an  unprecedented  way,"  says  Legislative 
Council  member  Allen  Lee. 

The  power  struggle  in  Beijing  also  is 
freezing  some  business  plans.  Hong 
Kong  developer  Gordon  Wu  had  to  can- 
cel a  $496  million  rights  issue  on  the 
Hong  Kong  stock  exchange  because  of  a 
\2%  drop  in  the  market  after  China  de- 
clared martial  law.  Part  of  that  amount 
had  been  earmarked  to  fund  a  $770  mil- 
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Hbu  can  love  it 
mthout  getting 
your  iieart  | 
iHoicen. 


All  over  the  country,  people 
e  breaking  up  with  their 
irs  in  record  numbers.  Its  in 
e  paper  every  day.  Just 
leck  the  used-car  section. 

You  could  avoid  this  kind 
heartbreak  with  a  little  fore- 
Jht  and  a  trip  to  your  local 
ab  dealer. 

There,  you  might  fall  in 
/e  with  a  Saab  like  the  900 
rbo  Convertible  pictured 
re.  You  could  do  it  with 
easy  conscience,  because 
like  most  convertibles. 


ours  is  a  Saab  as  well. 

It  wouldn't  elate  you  in  the 
spring,  then  let  you  down  in 
the  gloom  of  winter.  Like  all 
Saabs,  it  features  front-wheel 
drive  for  great  traction  in  any 
weather.  Plus  heated  front 
seats  and  a  double-insulated 
top  for  comfort,  heated  glass 
rear  window  for  visibility  and 
reinforced  windshield  pillars 
for  safety. 

You  could  drive  it  all  year 
long  and  not  realize  it's  a  convert- 
ible until  you  dropped  the  top. 


The  Saab  900  Turbo  Con- 
vertible is  just  one  of  the  ways 
Saab  dealers  help  keep  people 
from  buying  the  wrong  cars- 
cars  that  offer  fun  without  prac 
ticality  or  practicality  without 
fun  or  status  at  prices  that 
sting  long  after  the  honey- 
moon is  over. 

Don't  buy  the  wrong  car. 
Don't  fall  in  love  with  a  car  you 
can't  live  with.  Instead,  make  a 
date  to  test  drive  a  Saab. 

Your  Saab  dealer  will  be 
more  than  happy  to  set  you  up 


The  most  intelligent  cars  ever  built. 


bsare  intelligently  priced  from  $16,995  to  $32,095,  900  Turbo  Convertible  shown  tiere:  $32,095.  MSRR  not  including  taxes,  license,  freight,  dealer  charges  or  options, 
es  subject  to  change.  ©1989  Saab-Scania  of  America,  Inc 
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lion  superhighway  in  southern  China. 

Smaller  investors,  especially,  are  get- 
ting nervous.  "They  don't  believe  any- 
body's in  charge.  They  just  don't  know  if 
contracts  signed  now  will  still  be  valid 
when  the  new  powers  get  in,"  says  Eric 
T.  Kalkhurst,  a  Hong  Kong-based  busi- 
ness consultant. 

Some  Hong  Kong  Chinese  are  voting 
with  their  feet — and  money.  In  a  poll 


taken  on  May  22-24,  nearly  ST'X  of  Hong 
Kong  residents  said  they  wished  to  emi- 
grate before  1997 — up  six  percentage 
points  from  a  similar  poll  taken  in  Feb- 
ruary. Canada  and  Australia  are  the  fa- 
vored destinations. 

In  Vancouver,  Steven  C.  Funk,  presi- 
dent of  a  venture-capital  fund  that  helps 
Hong  Kong  Chinese  buy  their  way  into 
Canada,  says  there  is  a  marked  increase 


in  walk-in  inquiries.  Hong  Kong  citizdg 
who  bring  more  than  $210,000  into  Caii,* 
da  get  speedy  landed-immigrant  stat^^ 
Indeed,  as  China's  shock  waves  wai- 
over  Hong  Kong,  everyone  is  comingja 
realize  that  what  a  few  old  men  in  Bf 
ing  decide  one  day  can  be  changed  ie 
next.  ' 

By  Dori  Jones  Yang  and  Dinah  Leel. 
Hong  Kong  [ 


EUROPE  I 


THE  EUROPEAN  PARLIAMENT 
GETS  ITS  ACT  TOGETHER 


With  elections  on  June  18,  it  is  emerging  as  Europe's  new  powerhouse 


Once  a  month,  hundreds  of  law- 
makers from  Ireland  to  Greece 
gather  in  the  sumptuous  con- 
crete-and-glass  Palais  de  I'Europe  in  the 
French  city  of  Strasbourg  for  a  week- 
long  session  of  the  European  Parlia- 
ment. This  time  around,  the  hot  issue  is 
TV.  As  a  crowd  of  angry 
French  filmmakers 
marches  on  the  plaza 
outside,  demanding 
curbs  on  American  tele- 
vision programs,  a 
Bush  Administration 
lobbying  squad  pounds 
the  Parliament's  long 
corridors  to  argue  for 
free  trade. 

In  the  lobbyists' 
briefcases  are  copies  of 
a  letter  from  U.  S. 
Trade  Representative 
Carla  A.  Hills  threaten- 
ing retaliation  under 
the  new  trade  law  if  the 
Parliament  restricts  the 
$650  million  in  Ameri- 
can TV  fare  sold  in  Eu- 
rope each  year.  But  the 
threat  is  to  no  avail. 

On  May  24,  the  Par- 
liament voted  to  require 
European  Community 
broadcasters  to  run  "a 
majority  of  European 
works"  in  entertain- 
ment lineups  beginning 
in  1990.  The  measure 
now  heads  for  the  Euro- 
pean Council  of  Minis- 
ters, which  is  expected 
to  adopt  it  on  June  14. 
POWERHOUSE.  In  TV  and 
other  areas,  the  EC's 
Parliament  suddenly  is 
emerging  as  Europe's 
new  powerhouse.  As- 


sertive, increasingly  protectionist,  and 
decidedly  populist,  Strasbourg  styles  it- 
self as  the  voice  of  the  EC's  320  million 
citizens.  If  all  goes  right,  the  Parliament 
could  become  something  akin  to  a  legis- 
lature for  Europe.  In  health,  safety,  and 
other  common  areas  of  regulation,  gov- 


LASSIE,  GO  HOME: 
EUROPEAN  WRITERS 
TO  U.S.  SHOWS 


riche  de  Ui  dlwersfti 

l,te^c«&||es  A  en  amitii  awec 


DElATHBnSKni 

BTATS  GENERftUX  DE  LA  CULTURE 

"  ^  .1  .LI1  


THE  EUROPARIIAMENT  FLEXES  ITS  MUSCIES 

TELEVISION 

►  Orders  that  by  1990,  majority  of  EC  entertainment  programming  be 
produced  in  Europe.  Council  of  Ministers  expected  to  approve 

ENVIRONMENT 

►  Requires  that  new  small  cars  use  catalytic  converters  by  1991 

►  Votes  nonbinding  resolution  seeking  to  ban  chlorofluorocorbons.  Vote 
pushes  European  Commission  to  call  for  global  conference  on  ozone  layer 

►  Expected  to  ban  tropical  timber  imports  to  protect  Amazon  forests 

HEALTH 

►  Bans  imports  of  $100  million  v/orth  of  hormone-treated  U.  S.  beef 

TRADE 

►  Rejects  trade  agreement  with  Israel  over  its  policies  in  West  Bank 


ernments  of  EC  states  will  have  to  abje 
by  its  rulings.  .  \ 

While  Strasbourg  can't  initiate  legi^i- 
tion  in  congressional  fashion,  it 
something  almost  as  good — a  veto  ojr 
many  EC  decisions.  In  fact,  most  Pari- 
ment  members  now  vote  U.  S.-sty, 
forming  party  caucuses  that  surmoi(t 
national  political  interests.  The  Pan- 
ment  can  strike  down  directives  origirt- 
ing  with  the  Brussels-based  Europe  n 
Commission.  It  can  also  bar  treaties  !- 
tween  the  EC  and  nonmember  stats. 
And  it's  not  averse  to  stepping  on  a  it 
of  toes  in  its  work  (table). 

Strasbourg's  importance  has  groin 
enough  that  Europewide  parliamentiy 
elections  scheduled  r 
June  18  are  attractg 
as  much  interest  as 
tional  political  conte; 
In  Britain,  the  Paiji- 
ment  vote  is  the  fit 
nationwide  electni;* 
since  1987.  Conservatea 
Prime  Minister  Mar|i-I 
ret  Thatcher's  rivalslnl 
the  Labor  Party  lei 
campaigning  hard  W 
such  issues  as  a  {> 
posed  European  "soil 
charter"     protect g 
workers'  rights.  "D('t 
let  Labour  in  throvh 
the  back  door,"  th,> 
ders  one  Conservai'e 
campaign  billboard. 

In  Germany,  mfj 
voters  see  the  Paiia- 
mentary  contest  as  a 
vote  on  the  futurebf 
embattled  Chancer 
Helmut  Kohl.  A  p\ 
showing  by  the  ruig 
center-right  coalitin 
could  fuel  a  "Du>F 
Kohl"  movement  at  ae.. 


Pf 


September  congress 
the  chancellor's 
tian  Democratic 
party.  That  could  pe 
Kohl   replaced  bj 
"red-green"  coalitiorbf 
Socialists  and  envi:n 
mentalists  in  1990.  i  :  -j 
While  the  ParlianW 
can  affect  national 
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I  JUST  HAD  ANOTHER 
GREAT  IDEA.  SANYO. 


My  first  "big"  idea  was 
oing  into  business.  It  took 
lot  of  work,  but  now  it's 
3al!y  off  the  ground. 

Success  is  made  of  a 
)t  of  small  but  important 
ecisions.  Like  choosing 
ffice  automation  equip- 
ment. It  should  be  state-of- 
le-art,  affordable,  and  it 


has  to  be  easy  to  use. 

After  a  lot  of  shopping 
around,  we  decided  on 
Sanyo.  Their  personal  com- 
puters, plain  paper  copiers 
and  fax  machines  easily  met 
all  of  our  criteria. 

Now,  if  you  ask  me, 
Sanyo  office  automation 
is  second  to  none.  In  fact. 


it's  nothing  short  of  an- 
other "big"  idea. 


MBC-17  PLUS     SANFA/  ' 


ANYO  OFFICE  AUTOMATION. 
HE     SMART  SOLUTION. 


SA0YO 


'to  BUSINESS  SYSTEMS  CORP,  51  JOSEPH  ST,  MOONACHIE,  NJ  07074,  1-800-524-0047.  EXT  276/IN  NEW  JERSEY.  201-440-9300,  EXT  276 


The  key  to  global  performance  is 
understanding  local  marketsr 


When  youVe  searching  for  opportunities  in  global  finance,  experience 
shows  that  any  answer  also  poses  questions:  Does  a  cost  advantage  out- 
weigh the  price  risk  involved?  Can  risks  be  mitigated  through  hedging  o 
other  strategies?  How  can  implicit  yield  and  currency  considerations 
aiiect  total  return?  For  investors  and  borrowers  alike,  J.R  Morgan s  world 
wide  financial  network  is  unequaled  in  its  ability  to  anticipate  the  ques- 
tions and  supply  the  answers.  By  providing  local-market  intelligence 
viewed  within  a  global  context,  we  can  help  you  make  the  right  moves  ' 
when  the  timing  and  circumstances  are  right  for  your  objectives. 


i_  l'WIJ|'M..rfji,  M  .,.  lM,,.r|.,.,ji.  ,l 


JPMorgan 


1 


I  ;lobal  finance,  the  best  opportunities  seldoin  arrive  on  schedule,  lo  move  when  the  time  is  right,  you  need  f 
I'  l-market  intelligence  viewed  from  a  global  perspective. 

{ 


one  that  has 
or  sold  out.  The  same  people  who  put  it 
still  run  it. 

"Actually,  they're  the  moststable  co 
business; 


fin 

MO.  We  showed  them.  Let  us  showyou' 


lOfK  Goriwration,  1^.. 
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5,  it  lacks  clout  in  key  areas.  With  no 
wer  to  tax,  national  governments  con- 
»1  the  Parliament's  purse  through  the 
budget,  which  comes  from  import  tar- 
i  and  a  1.2%  levy  on  members'  value- 
ied  tax  receipts.  European  Commis- 
in  bureaucrats  also  draft  the 
rulations  that  make  the  EC  tick.  But  in 
;  past  year,  the  Parliament  has 
.lieved  a  surprisingly  large  list  of 
IS.  In  fact,  German  Parliament  mem- 
•  Otto  von  Habsburg  now  estimates 
,t  "half  of  the  legislation  that  comes 
,  of  the  Bundestag  is  based  on  direc- 
;s  from  the  EC." 

I  RTRESS  EUROPE.'  In  helping  set  the 
e  for  post-1992  Europe,  the  Parlia- 

I  at  is  placing  economic  nationalism 
h  on  its  agenda.  Carla  Hills,  for  one, 
s  that  the  Parliament's  recent  TV 
i  "sends  a  message  to  Americans 
t  the  EC  1992  initiative  is,  indeed,  be- 
used  as  an  excuse  to  construct  a 
tress  Europe."  tut  many  Parliament 
nbers  are  unmoved.  "I  want  to  pro- 
European  integrity  in  a  number  of 
Is,  like  cars,  electronics,  and  aero- 
;e,"  says  British  Labor  delegate  Car- 
Tongue. 

arliament  members  haven't  always 
1  so  outspoken.  The  founding  fathers 
created  the  European  Community 
)58  organized  it  more  like  an  interna- 
organization  than  a  federal  repub- 
rhe  tide  began  to  turn  when  voters 
m  electing  members  of  Parliament 
:tly  in  1979.  But  much  of  the  Parlia- 
t's  new  muscle  has  come  from  the 
need  powers  it  gave  itself  in  the 
1987  act  that  abolished  EC  internal 
barriers  by  1992. 
)w,  ambitious  members  of  the  Par- 
ent are  bent  on  grabbing  power 
the  national  governments,  whose 
power  lies  in  the  12-member  Coun- 
Ministers.  In  the  past,  amendments 
when  the  council  exercised  its  right 
verrule  parliamentary  votes.  But 
1  the  Parliament  and  the  bureau- 
elite  of  the  Brussels  commission 
3  on  a  measure,  only  a  unanimous 
by  the  council  can  overrule  them. 
5  getting  hard  to  assemble  such  a 
Lately,  the  Parliament  has  imposed 
ill  by  forming  an  effective  alliance 
the  commission.  The  two  bodies  re- 
y  stymied  efforts  by  council  minis- 
from  France  and  Spain  to  block  a 
imentary  ruling  that  new  cars  must 
uipped  with  U.  S.-type  catalytic  con- 
rs  by  1991.  The  measure  probably 
)ecome  law  in  June, 
the  Parliament  rises  in  prominence, 
•ules  is  becoming  a  key  issue.  Until 
the  Parliament  has  been  dominated 
moderately  conservative  majority. 
1  the  June  elections,  a  shift  of  just 
seats  could  give  the  moderate  left 


control  for  the  first  time.  The  environ- 
mentalist Greens  alone  are  expected  to 
gain  12  seats.  A  leftward  shift  would 
most  likely  strengthen  the  Parliament's 
interventionist  economic  bent. 
WORST  NIGHTMARE.  In  Britain,  Thatch- 
er's staunch  opposition  to  full-scale  EC 
integration  is  giving  the  battered  Labor 
Party  a  new  lease  on  life.  Once  a  bastion 
of  British  nationalism,  the  Laborites  are 
styling  themselves  as  the  new  party  for 


EC  headquarters  in  Brussels.  Corporate 
executives  and  diplomats  are  also  hitting 
Strasbourg  with  an  "enormous"  effort, 
says  Parliament  President  Lord  Plumb. 
Last  October,  for  example,  Fiat  Manag- 
ing Director  Cesare  Romiti  joined  col- 
leagues from  France's  Pechiney  and 
Holland's  Philips  in  a  round  of  talks  with 
the  entire  Parliament  on  European  in- 
dustrial strategies.  Romiti  suggested 
that  the  Parliament  adopt  a  broad  auto 


Europe's  workers.  "To  them,"  Labor 
leader  Neil  Kinnock  says  of  the  Tories, 
"the  future  is  deregulation  without  so- 
cial obligation."  With  one  poll  predicting 
Labor  will  pick  up  eight  seats,  some  ob- 
servers speculate  that  Prime  Minister 
Thatcher  is  headed  for  her  worst  night- 
mare: A  Socialist-led  Parliament  forcing 
Britain  to  accept  policies  the  Tories 
would  never  adopt  at  home. 


Many  in  the  Parliament  see 
Strasbourg,  rather  than  their 
own  national  capitals,  as  the 
fast  track  to  glory 


No  matter  which  side  of  the  aisle  they 
occupy,  many  of  the  Parliament's  hot- 
test new  talents  see  Strasbourg,  rather 
than  their  own  national  capitals,  as  the 
fast  track  to  political  glory.  It's  a  stun- 
ning change — and  a  clear  sign  of  how 
fundamental  the  new  European  power 
shift  really  is. 

Lobbyists  are  increasingly  concentrat- 
ing their  efforts  on  both  Strasbourg  and 


policy  spanning  such  issues  as  pollution 
standards,  safety  regulations,  and  Japa- 
nese competition. 

Corporations  aren't  the  only  ones  that 
are  eyeing  the  Parliament  in  a  new  light. 
In  October,  America's  C-Span  cable-TV 
network  plans  to  broadcast  a  phone-in 
show  that  will  let  viewers  across  the 
U.  S.  to  pose  questions  to  Parliament 
members.  And  filmgoers  the  world  over 
will  soon  be  treated  to  a  new  British 
thriller.  Pans  by  Night,  in  which  Char- 
lotte Rampling  plays  a  Tory  member  of 
the  Parliament  who  becomes  caught  up 
in  a  murder. 

For  a  legislature  that  was  once  consid- 
ered a  political  dumping  ground,  the 
sudden  burst  of  interest  comes  as  some- 
thing of  a  vindication.  More  important, 
many  believe  that  it  shows  the  Parlia- 
ment is  at  long  last  beginning  to  capture 
people's  imaginations.  In  just  a  few 
years,  says  Lord  Plumb,  the  Parliament 
"has  changed  beyond  all  recognition."  In 
so  doing,  it  is  helping  to  forge  a  Europe- 
an identity,  without  which  the  single 
market  will  never  go  beyond  the  realm 
of  economic  integration. 

By  Blanca  Rieyner  in  Strasbourg,  vnth 
Richard  A.  Melcher  in  London  and  bureau 
reports 
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EUROPE'S  SHORT-RANGE  MISSILES 
NAIL  THEIR  FIRST  VICTIM 


E 


Hated  by  the  settlement  of  a  dispute  within  NATO  over 
I  short-range  nuclear  missiles,  Chancellor  Helmut  Kohl 
I  crowed  that  allied  leaders  were  "all  winners"  at  NATO's 
May  29-30  summit  in  Brussels  (page  22).  But  West  German 
Foreign  Affairs  Minister  Hans-Dietrich  Genscher,  who  had 
sought  a  NATO  showdown  on  the  issue,  was  a  clear  loser. 

For  years,  Genscher  has  promoted  a  wide-ranging  detente 
with  the  Soviet  Union,  keeping  lines  to  Moscow  open  even  at 
the  height  of  tensions  over  the  So\iets'  1979  invasion  of  Af- 
ghanistan. In  the  latest  version  of  "Genscherism,"  he  hoped  to 
prod  SATO  to  agree  to  early  talks  with  Moscow  on  removing 
short-range  nuclear  missiles  from  Cen- 
tral Europe.  At  the  same  time,  Genscher 
tried  to  stir  hopes  of  eventual  reunifica- 
tion of  West  and  East  Germany.  For 
Genscher  and  his  small  Free  Democratic 
Party  (FDP),  the  junior  partner  in  Kohl's 
governing  coalition,  these  issues  have 
powerful  appeal  among  West  German 
voters.  But  they  make  the  countr\''s  al- 
lies nervous  about  the  West  Germans' 
commitment  to  NATO.  President  Bush's 
offer  to  negotiate  deep  cuts  in  NATO  and 
Warsaw  Pact  conventional  forces  helped 
smooth  over  the  missile  dispute  and  in 


GENSCHER  PUSHED  FOR  TALKS— AND  LOST 


effect  pulled  the  issue  out  from  under  Genscher. 
RIPE  ISSUE.  If  the  Soviet  threat  in  conventional  weapons  dimin- 
ishes, it  will  be  harder  for  the  U.  S.  and  other  allies  to  argue 
that  the  short-range  missiles  are  still  needed,  but  the  issue  is 
now  on  the  back  burner  at  least  until  West  Germany's  federal 
elections  in  late  1990. 

Genscher's  push  for  negotiations  on  short-range  missiles 
was  a  bold  gamble,  largely  driven  by  domestic  German  poli- 
tics. With  his  party  showing  badly  in  recent  elections,  he  hoped 
that  he  could  use  this  vote-getting  issue  either  to  get  rid  of  the 
missiles  or  to  win  nationalist  votes  for  Genscher's  stand,  even 
at  the  cost  of  splitting  NATO.  Last  January,  the  Free  Demo- 
crats were  dropped  from  the  local  legislature  in  Berlin  because 


the  party  failed  to  win  the  minimum  5%  of  the  vote  required 
qualify  for  seats,  and  it  looked  as  if  it  would  fare  badly 
other  contests.  Although  Genscher  has  managed  to  serve  o 
tinuously  as  Foreign  Affairs  Minister  for  15  years — in  succ 
sive  FDP  coalitions  with  the  Social  Democratic  Party  and 
Kohl's  Christian  Democratic  Union — the  PDF  needs  to  maint 
its  own  identity  by  pursuing  policies  that  are  sometimes 
odds  with  its  bigger  partners'. 

Bush's  address  in  Brussels,  however,  gave  Kohl  the  opp 
tunity  he  needed  to  stall  Genscher's  push  for  a  showdown  u 
the  missiles.  Kohl  told  his  advisers  that  he  wanted  a  solutu 
to  the  growing  NATO  crisis  over  thisii 
sue.  Kohl  won  and  Genscher  lost  «( 
cause  Kohl  was  willing  to  compromi  ' 
but  Genscher  couldn't  afford  to.  M  | 
Kohl,  Bush's  broad  proposal  to  redw 
tanks,  soldiers,  and  aircraft  has  chanjd  ' 
the  political  ground  rules  by  providin  a  j 
disarmament  plan  with  wide  voter  >  ' 
peal  that  Kohl  can  support. 
HELPFUL  IMAGE.  When  Soviet  Presidrt  |, 
Mikhail  S.  Gorbachev  arrives  in  Bonn  » 
a  June  12-15  visit,  he'll  be  getting  ji  - 
explanation  of  NATO's  latest  move  frai 
Kohl  and  Genscher.  Ironicallv,  both  ki- 


ers  had  been  seen  in  Washington  and  London  as  too  ealy 
influenced  by  Gorbachev's  long-running  "charm  offensi^ 
Now,  Kohl  will  be  able  to  project  an  image  to  Ger 
voters  of  ha\ing  rescued  NATO  from  a  looming  cr 
But  Genscher's  push  for  detente  may  have  backfired  by 
forcing  West  Germany's  ties  to  NATO  under  stronger  II 
leadership. 

The  result,  for  Gorbachev,  is  to  dim  any  hope  that  the  Soet 
leader  may  have  had  of  loosening  West  Germany's  links  \i 
the  Western  alliance.  That  will  reduce  the  incentive  for  Goia- 
chev  to  put  the  reunification  of  East  and  West  GermanyjB 
the  agenda  of  detente.  ^  ,j 

By  John  Templeman  and  Gail  Schares  in  Bit  - 


GLOBAL  WRAPUPI 


ARGENTINA 


Triggered  by  the  countrj^'s  continu- 
ing economic  slide,  riots  and  loot- 
ing in  major  cities  forced  President 
Raiil  Alfonsin  to  declare  a  state  of 
siege  at  the  end  of  May.  But  Alfonsin, 
a  lame  duck  whose  five-year  term  ends 
on  Dec.  10,  lacks  political  clout  for  deci- 
sive actions  to  shore  up  the  economy. 
And  the  army,  resentful  of  punish- 
ments during  Alfonsin's  term  for  earli- 
er human-rights  abuses,  appears  reluc- 
tant to  help  police  quell  the  riots. 

Staying  on  the  sidelines,  so  far,  is 
Peronist  President-elect  Carlos  Saiil 
Menem.  Aides  say  he  intends  to  base 
his  proposed  "productive  revolution" 


on  ideas  of  University  of  Pennsylva- 
nia's Nobel  prizewinning  economist, 
LawTence  Klein.  But  despite  calls  for 
an  accelerated  presidential  succession, 
Menem  seems  reluctant  to  step  in  be- 
fore Dec.  10  with  his  fresh  mandate  to 
try  to  halt  the  economic  tailspin. 

ISRAEL  

A speech  on  May  22  by  Secretary  of 
State  James  A.  Baker  III,  urging 
Israel  to  give  up  land  for  peace,  is  seen 
in  Jerusalem  as  a  harbinger  of  new 
U.  S.  moves  for  an  Arab-Israeli  settle- 
ment. Israelis  also  see  growing  signs 
of  U.  S.-Soviet  coordination  of  Mideast 
policy.  Soviet  Foreign  Minister  Eduard 
Shevardnadze,  like  President  Bush,  has 


cautiously  endorsed  Prime  Minisir  1£ 
Yitzhak  Shamir's  proposal  for  electics 
in  the  West  Bank  and  Gaza. 

Hardening  political  lines  in  Isra,  .1 
however,  may  block  peace  moves.  -  ,„ 
side  Shamir's  Likud  Party,  the  electi 
proposal  is  opposed  by  leaders  such  3  ic 
Commerce  &  Industrj-  Minister  Aj'1 
Sharon  and  Housing  Minister  Dai 
Levy.  And  the  Likud's  central  comn>  :tl 
tee  may  reject  the  plan.  >  ^ 

If  the  plan  stalls,  the  Labor  Pay  ' 
may  find  it  difficult  to  stay  in  the  i- 
tional  unity  coalition.  But  the  politiLl 
right's  growing  strength  may  rule  •  t 
any  chance  that  new  elections  wod 
produce  a  government  with  broa  r  j 
support  for  a  settlement. 
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INTERNATIONAL  OLiO 


No  title  in  golf  is  more  difficult  to 
capture  or  more  prized  than  the  U.S. 
Open.  Beyond  the  competition  of 
some  156  of  the  game's  best  players, 


Oak  HUl  Country  Club,  site  of  the  1989  U.S.  Open. 

the  Open  champion  must  contend  with 
a  course  on  which  greenskeepers  have 
been  instructed  to  narrow  the  fairways, 
nurture  the  rough,  and  bring  the 
greens  to  championship  speed. 

The  stature  of  today's  event  could 
hardly  have  been  foreseen  by  the 

golfers  at  the  first 
Open.  There  were 
just  eleven  that 
October  day  in 
1895,  and  only  200 
spectators  to  cheer 
them  through  36 
holes  at  the 
Newport  Golf 
Club.  Briton 
Horace  Rawlins  bested  nine  fellow 
pros  and  one  amateur  to  win  a 
medal  and  a  modest  cash  prize 

Americans  had  to  wait 
sixteen  years  for  one  of  their 
own  to  take  the  title.  John  J. 
McDermott  did  it  in  1911. 

T)day  as  many  as  6,000 
entrants  vie  for  a  spot  in 
the  field,  and  professionals 


1911:  John  ].  McDermott, 
first  American  to  win. 


Curtts  Strange,  winner  of  the  1988  U.S.  Open. 

The  U.S*  Open  and  Rolex: 
two  of  the  gamers 
most  venerable  names* 

'  play  for  a  total  purse 

of  more  than  a  million 
dollars.  But  beyond 
the  financial  rewards  is 
the  immortality  achieved 
in  having  one's  name 
etched  on  the  championship 
silver  trophy. 

At  an  event  so  distinguished 
it  has  become  a  classic,  it  isn't 
surprising  that  a  classic  .t, 
timepiece  is  so  often  the 
one  of  choice— Rolex.  ROLEX 


Oyster  Perpetual  Day-Date  in  I8kt  gold  with  12  diamonds  on  bezel  and  bark  finish  President  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  652.  Rolex  Building,  665  Fifth  Avenue.  New  York,  New  York  10022-5383. 

©  1989  Rolex  Watch  U.S.A.,  Inc. 

Rolex.  Oyster  Perpetual.  Day-Date  and  President  are  trademarks 


The 
ProSpeed"386 
desktop. 


To  understand 
its  massive 
power, 


In  the  past,  people  who  were 
serious  about  their  computers 
have  had  a  serious  dilemma. 

They  could  either  buy  a  pow- 
erful desktop  and  give  up 
any  thoughts  of  portability.  Or 
get  a  laptop,  and  forget  about 
expansion  and  connectivity 
capabilities. 

But  never  could  they  find  a 


computer  flexible  enough  to 
give  them  both. 

Until  now.  With  the  ProSpeed 
386  from  NEC. 

As  you'd  expect  from  a  pow- 
erful 386  desktop,  it  runs  at 
a  swift  I6MH2,  has  seven 
expansion  slots  and  up  to  four 
drives.  So  it  can  handle 
anything  you  throw  its  way. 

And  when  you  want  to  take  it 


on  the  road,  it's  still  a  high-  [ 
powered  computer.  The  laptop*- 
unit  is  available  with  either  a  *f 
or  100  MB  hard  disk.  It's  also, 
battery  operated  and  has  up  to|j 
megabytes  of  memory.  There's' 
even  a  paper-white  Monograpl^. 
screen  with  EGA  resolution 
that  provides  the  readability  , 


CsC 


Compute's  ano  Commun  cations 


you  have 
to  take  it 
apart. 


graphics  capabilities  of 
ill-sized  CRT. 
II  this  and  total  connec- 
y  capability,  too.  When 
want  to  turn  it  back 
I    a  desktop,  you  merely 

the  computer  into  a 
I  ue  Docking  Station'  that 
1  T  leaves  your  desk.  It 
f  ains  two  standard  drive 
i  as  weW  as  the 


capacity  for  four  full-sized 
cards.  So  in  a  matter  of  sec- 
onds, you're  fully  integrated 
back  into  your  office. 

No  manual  reconfiguring. 
No  phone  lines  to  connect. 
No  cable  hookups. 

What's  more,  for  a  computer 
with  this  kind  of  flexibility, 


the  price  isn't  a  hassle  either. 
So  if  you'd  like  us  to  continue 
taking  the  ProSpeed  386  apart, 
call  NEC  Home  Electronics  (USA) 
Inc.  at  1-800-FONE-NEC. 
Or,  if  you'd  like  to  dissect 
it  yourself,  call  for  product 
literature  at  1-800-826-2255. 
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WHAT  STIRS  THE  SPIRIT  MAKERS: 
VODKA,  VODKA,  VODKA  

are  flooding  into  a  hot  market — and  many  will  flop 
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Premium-priced  foreign  brands 


Try  pronouncing  this:  Wyborowa.  If 
the  name  gets  tangled  on  your 
tongue,  House  of  Seagram,  which 
is  soon  to  repackage  and  relaunch  this 
brand  of  Polish  vodka  in  the  U.  S., 
doesn't  mind.  Seagram  officials  believe 
the  unusual  name  will  make  their  prod- 
uct stand  out  in  the  category  of  import- 
ed vodka,  which  will  be  awash  in  new 
entrants  this  year.  Says  Thomas  K. 
Mclnerney,  executive  vice-president  for 
marketing:  "This  is  what  we  call  a  prob- 
lem, slash,  opportunity." 

But  cashing  in  on  that  opportunity 
may  be  as  hard  as  speaking  Polish.  No 
fewer  than  10  new  premium-priced  for- 
eign vodkas,  with  such  names  as  Icy, 
Elduris,  and  Denaka,  are  now  on  sale  or 
will  be  by  the  end  of  the  year.  They 
should  have  a  hard  enough  time  slug- 
ging it  out  with  each  other  for  attention, 
but  they  will  also  be  going  up  against 
two  powerful  established  brands:  Abso- 
lut, the  category  leader  from  Sweden, 
and  Stolichnaya,  the  Russian  favorite. 
"Many  of  the  guys  who  are  coming  in 
now  will  make  an  honest  attempt  and 
fall  flat  on  their  ever-loving  faces,"  says 
Brian  Dunn,  president  of  Park,  Benziger 
&  Co.,  which  recently  began  to  market 
Tarkhuna,  a  vodka-like  spirit  from  Sovi- 
et Georgia  faintly  flavored  with  a  local 
variety  of  grass. 

WHITE  SPIRIT.  It's  easy  to  see  why  distill- 
ers have  such  a  taste  for  fancy  vodka. 
While  overall  spirits  consumption  in  the 
U.S.  fell  2.6%  last  year,  the  eighth 
straight  year  of  decline,  according  to 
BUSINESS  week's  annual  liquor  survey, 
sales  of  imported  vodka  grew  22%,  to  3.3 
million  cases.  Brown-Forman  Beverage 
Co.,  which  will  sink  more  than  $15  mil- 
lion into  the  national  launch  of  its  first 
white  spirit.  Icy  vodka  from  Iceland,  ex- 
pects the  market  to  grow  to  about  4.5 
million  cases  by  1992. 

Although  most  of  this  year's  new- 
product  activity  centers  on  vodka,  a 
number  of  companies  are  also  spending 
heavily  to  introduce  or  relaunch  brands 
in  categories  that  haven't  been  too 
healthy  in  recent  years.  As  Absolut  has 
shown  in  the  once-stagnant  vodka  mar- 
ket, a  single  product  can  buck  the  pre- 
vailing trend  and  turn  in  handsome  prof- 


its— if  it's  marketed  right.  "If  you  can 
make  a  successful  brand,  the  fact  that 
the  category  is  declining  is  irrelevant," 
says  William  G.  Pietersen,  president  of 
House  of  Seagram. 

The  only  problem  with  a  successful 
brand  is  that  it  attracts  a  lot  of  imita- 
tors, because  liquor  has  always  been  a 
"me-too"  business.  After  Nation- 
al Distillers  Products  Co.  hit  on 
a  smashing  success  with  its  De- 
Kuyper  Peachtree  peach-fla- 
vored schnapps  in  1985,  many  of 
its  competitors  quickly  decided 
that  sweet,  low-alcohol  spirits 
were  the  way  to  go,  and  began 
churning  out  dozens  of  new  cor- 
dial flavors.  That  led  to  a  surge 
in  cordial  sales,  followed  more 
recently  by  an  ominous  drop.  In 
1988,  volume  tumbled  nearly  8% 
from  the  1987  peak  of  16.8  mil- 
lion cases.  "It  does  look  as  if 
the  sweet,  fruity  thing 
has  run  its  course," 
says  Nicolas  Fur- 
lotte,  editorial  di- 
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rector  of  Jobson 
Beverage  Alco- 
hol Group,  a 
trade  magazine 
publisher.  "The 
industry  is  now 
focusing  more 
closely  than 
ever  on  tradi- 
tional goods, 
and  really  the 
premium  prod- 
ucts are  where 
the  action  is." 

Premium  vod- 
ka may  be  the 
place  to  be,  but 
Absolut,  which 
passed  Stolich- 
naya as  the 
leading  import 
in  1985,  will  be  a 
hard  act  to  fol- 
low. Thanks  to  a 
brilliant  ad  cam- 
paign that  uses 
clever  renditions 
of  the  Absolut 


THE  SPIRITS  U.S. 
DRINKERS  ARE  POURIHG 


bottle,  Carillon  Importers  Ltd.  has  bu  ita 
a  special  cachet  around  its  brand.  B 
Carillon  Chairman  Michel  P.  Roux,  w!  fst 
will  spend  about  $23  million  advertisii  »e, 
and  promoting  Absolut  this  year, 
lieves  that  "there  is  room  for  people  w 
don't  try  to  imitate  others.  They  have 
create  their  own  image  and  quality." 

He's  deadly  serious  about  th 
last  part.  Roux  didn't  take  kir 
ly  to  a  Brown-Forman  trade 
showing  the  Icy  bottle  over 
words  Absolute  Improvement, 
was  a  direct  takeoff  of  such  a 
as  "Absolut  Elegance,"  feati 
ing  the  Absolut  bottle  with 
bow  tie  around  its  neck.  Carill 
obtained  a  court  order  to  st 
Brown-Forman  from  using 
word  absolute.  Now  a  new  tra 
ad  reads:  "The  dawn  of  the 
age."  Stephen  B.  Kauffman,  a 
ecutive  vice-president  for  mi 
keting  at  Brown-Form|__ 
in  Louisville,  says  L-  : 
has  a  lot  of  resp«: 
for  Absolut 
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Category 

1988* 

1987** 

1978 

Percent  of  total  market 

CANADIAN 

13.1% 

13.2% 

11.4% 

BOURBON 

10.8 

11.0 

13.7 

SCOTCH 

9.0 

9.1 

12.0 

BLENDED 

6.3 

6.5 

10.7 

OTHER 

0.4 

1.0 

1.0 

TOTAL 
WHISKEY 

39.6 

40.8 

48.8 

VODKA 

21.6 

20.4 

20.0 

CORDIALS 

11.3 

11.9 

7.9 

GIN 

8.6 

8.4 

9.5 

RUM 

8.3 

8.2 

5.8 

BRANDY 

4.7 

4.7 

3.8 

PREPARED 

COCKTAILS 

3.6 

3.2 

2.7 

TEQUILA 

2.3 

2.4 

1.5 

TOTAL 

60.4 

59.2 

51.2 

NONWHISKEY 

Millions  of  gallons 

TOTAL  CON- 
SUMPTION 

378.1 

388.2 

431.6 

'Estimates  **Revised 
DATA:  JOBSON  BEVERAGE  ALCOHOL  GROUP 
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MARK* 


)of  product  differs  from  the  first  gen- 
ttion  of  light  whiskeys  sold  in  the 
Os,  which  were  essentially  80-proof 
rits  diluted  with  water.  Mount  Royal 
ht  uses  a  special  process  to  extract 
alcohol  without  changing  the  charac- 
and  flavor  of  the  drink,  the  company 
ims.  Pietersen  is  sure  the  concept  will 
"You  have  light  wines  and  light 
rs.  The  only  alcoholic  beverages  that 
I't  have  light  are  distilled  spirits,"  he 
s. 

eagram  isn't  the  only  company  tak- 
a  fresh  look  at  whiskey.  Schenley 
ustries  Inc.  is  relaunching  Pinch 
tch  as  a  superpremium  brand  aged 
15  years  instead  of  12.  In  an  attempt 
?ive  the  product  more  of  a  quality 
ge,  Schenley  has  once  again  sur- 
nded  the  oval-shaped  Pinch  bottle 
1  wire  mesh,  a  feature  that  was  re- 
'ed  in  the  1960s  as  a  cost-saving  mea- 
3.  The  company  expects  to  spend 
ut  $20  million  to  advertise  Pinch  in 
next  three  years.  Predicts  Alexander 
Berk,  president  of  Schenley:  "Scotch 
come  back  because  it  is  too  presti- 
Ls  a  drink  not  to." 


'Scotch  will  come  back 
because  it  is 
too  prestigious 
a  drink  not  to' 


;^en  Brown-Forman's  conservative 
Daniel  Distillery  is  coming  out  with 
irst  new  product  in  more  than  100 
'  s,  a  premium  sour  mash  whiskey 
d  Gentleman  Jack,   retailing  for 
i.t  $20  a  bottle.  Because  the  product 
i.ires  special  hand-finishing  tech- 
3S,  it  cannot  be  mass-produced  and 
Ibe  available  in  limited  quantities  in 
t  10  major  U.  S.  cities, 
ijuor  industry  consolidation  has  put 
■  f  of  the  leading  distillers  in  the 
■s  of  global  giants  such  as  Britain's 
i  d  Metropolitan  PLC  and  Guinness 
and  that  means  they  now  have  the 
cial  muscle  to  back  up  these  newly 
ed  brands.  They  can  also  afford  to 
risks,  even  if  some  products  won't 
it.  "As  companies  were  going 
-li  reorganizations,  things  were 
ally  driven  by  financial  people, 
we're  seeing  an  opportunity  for  the 
ting  people  to  respond  more  effec- 
to  consumer  demand,"  says  Wil- 
Slone,  publisher  of  Beverage  Me- 
.  trade  magazine.  As  distillers  have 
e<.  ed,  good  marketing  is  key,  whether 
th'l  :-e  selling  whiskey,  schnapps,  or  a 
ful  y-sounding   Polish   vodka  pro- 
^0  ?ed  "Vee-ba-rova." 

By  Amy  Dunkin  in  New  York 


RANK 

SALES 

THOUSANDS  OF  CASES 

5- YEAR 
GROWTH 
RATE 

'88 

'87' 

'86' 

BRAND 

TYPi 

MARKETER 

1988 

1987* 

1986' 

1 

1 

1 

BACARDI 

Rum 

Bacardi 

7350 

7330 

7120 

0.2  % 

2 

2 

2 

SMIRNOFF 

Vodka 

Heublein 

5900 

5510 

6100 

-0.7 

3 

3 

3 

SEAGRAM'S  7-CROWN 

Blended 

Seagram 

00  /I  A 

oo40 

OQAA 

-4.5 

4 

4 

4 

CANADIAN  MIST 

Canadian 

Brown-Forman 

3370 

3410 

3560 

0.0 

5 

7 

c 
D 

POPOV 

Vodka 

Heublein 

3250 

3060 

3410 

1.6 

6 

5 

7 

JIM  BEAM 

Bourbon 

Jim  Beam 

3200 

3250 

3240 

-0.3 

7 

8 

8 

JACK  DANIEL 

Tennessee 

Brown-Forman 

OAOA 

OOZA 

zVoO 

0.2 

8 

9 

9 

SEAGRAM'S  GIN 

Gin 

Seagram 

3150 

2970 

OAOA 

3.9 

9 

6 

6 

DEKUYPER  CORDIALS 

Cordial 

Jim  Beam 

OC  C  A 

2550 

0  1  AA 
0  100 

00/0 

-13.0** 

10 

in 

in 

CANADIAN  CLUB 

Canadian 

Hiram  Walker 

9'?  "in 

9  "inn 

2250 

-1.8 

11 

n 

1 1 

SEAGRAM'S  VO 

Canadian 

Seagram 

2200 

2230 

00  C  A 

2250 

-5.5 

12 

12 

12 

DEWAR'S 

Scotch 

Schenley 

2100 

2070 

2160 

-0.9 

13 

13 

13 

WINDSOR  SUPREME 

Canadian 

Jim  Beam 

1  AAA 
1900 

1  00  A 

1  AAA 

-2.2 

14 

14 

16 

E&J 

Brandy 

E  &  J  Gallo 

1850 

1790 

1670 

9.1 

15 

1  / 

1 A 
1  f 

GORDON'S  GIN 

Gin 

Schenley 

1740 

iA';n 

ly^n 
1  /  j\j 

-3.9 

16 

15 

15 

BLACK  VELVET 

Canadian 

Heublein 

1730 

1690 

1740 

-1.9 

17 

16 

18 

HIRAM  WALKER 

Cordial 

Hiram  Walker 

1690 

1680 

1650 

7.5 

18 

18 

17 

GORDON'S  VODKA 

Vodka 

Schenley 

1650 

1610 

1650 

-1.7 

19 

20 

20 

KAHLUA 

Cordial 

Maidstone 

1550 

1580 

1470 

2.4 

20 

9A 

£.0 

JOSE  CUERVO 

Tequila 

Heublein 

1 1  sn 

12.0 

21 

19 

19 

KAMCHATKA 

Vodka 

Jim  Beam 

1490 

1600 

1570 

-3.1 

22 

32 

41 

ABSOLUT 

Vodka 

Carillon 

1410 

1 1 10 

900 

25.1** 

23 

24 

23 

CROWN  ROYAL 

Canadian 

Seagrom 

1310 

1220 

1200 

5.0 

24 

22 

22 

J&B 

Scotch 

Paddington 

1260 

1320 

1300 

-5.3 

25 

29 

ov 

SOUTHERN  COMFORT 

Cordial 

Brown-Forman 

1 190 

1 1  sn 
1 1  j\j 

1  inn 

3.5 

26 

28 

31 

TANQUERAY 

Gin 

Schieffelin/Somerset 

1 180 

1 150 

1 100 

4.9 

27 

34 

33 

SKOL 

Vodka 

Glenmore 

1 170 

1070 

1030 

7.9 

28 

30 

29 

GILBEY'S  VODKA 

Vodka 

Jim  Beam 

1 160 

1 130 

1 130 

-2.3 

29 

25 

21 

EARLY  TIMES 

Bourbon 

Brown-Forman 

1 150 

1200 

1330 

-4.8 

30 

27 

24 

CHRISTIAN  BROTHERS 

Brandy 

Christian  Brothers 

1 1 

1  1  Jv 

1 190 

1 1  An 

1  1  Ov 

-2.2 

31 

26 

27 

GILBEY'S  GIN 

Gin 

Jim  Beam 

1 130 

1 190 

1 150 

-8.7 

32 

33 

28 

KESSLER 

Blended 

Seagram 

1090 

1090 

1 140 

-4.6 

33 

31 

25 

JOHNNIE  WALKER  RED 

Scotch 

Schieff  elin  /  Somerset 

1060 

1 120 

1 150 

-1.2 

34 

36 

32 

LORD  CALVERT 

Canodian 

Seagram 

1030 

1020 

1070 

-0.9 

35 

40 

39 

ANCIENT  AGE 

Bourbon 

Age  International 

960 

900 

930 

1.9 

36 

39 

42 

BAILEY'S 

Cordial 

Poddington 

950 

920 

890 

4.8 

37 

37 

37 

BEEFEATER 

Gin 

Buckingham  Wile 

930 

950 

980 

-4.5 

38 

45 

49 

STOLICHNAYA 

Vodko 

Monsieur  Henri 

900 

790 

740 

14.7 

39 

41 

44 

WOLFSCHMIDT 

Vodka 

Seagram 

890 

890 

870 

-1.4 

40 

00 

TEN  HIGH 

Bourbon 

Hiram  Walker 

OOV/ 

1  uou 

innn 

-4.0 

41 

21 

40 

GOLDEN  SPIRITS 

Prep  Cktl 

Seagram 

850 

1350 

910 

-3.2** 

42 

38 

43 

CLUB  COCKTAILS 

Prep  Cktl 

Heublein 

840 

930 

880 

-2.2** 

43 

43 

35 

FLEISCHMANN'S  VODKA 

Vodka 

Glenmore 

800 

850 

1000 

-4.4 

44 

42 

34 

ARROW  CORDIALS 

Cordial 

Heublein 

750 

850 

1000 

-8.6 

45 

AA 

7ft 
00 

LEROUX  CORDIALS 

Cordial 

Seagram 

7  "in 

ftin 

0';n 

7  Jv 

-1.3 

46 

47 

46 

CHIVAS  REGAL 

Scotch 

Seagram 

740 

750 

750 

-2.2 

47 

48 

47 

HENNESSY 

Cognac 

Schieffelin/Somerset 

740 

730 

750 

3.5 

48 

46 

45 

CUTTY  SARK 

Scotch 

Buckingham  Wile 

730 

760 

770 

-7.0 

49 

50 

50 

RON  CASTILLO 

Rum 

Bacardi 

720 

720 

740 

-3.2 

50 

JO 

';7 

BARTON  VODKA 

Vodko 

Barton  Brands,  Ltd. 

/\f\C\ 

OOKJ 

Ann 

Ain 

0  1 V 

1.0 

51 

58 

56 

Mccormick  vodka 

Vodka 

McCormick 

630 

590 

610 

13.7 

52 

61 

61 

OLD  CROW 

Bourbon 

Jim  Beam 

620 

520 

480 

-5.6 

53 

51 

54 

FLEISCHMANN'S  GIN 

Gin 

Glenmore 

610 

700 

680 

-2.0 

54 

52 

51 

CANADIAN  LTD 

Canadian 

Glenmore 

600 

670 

720 

-0.8 

55 

49 

48 

OLD  SMUGGLER 

Scotch 

W.  A.  Taylor 

600 

730 

750 

-3.7 

56 

60 

59 

EVAN  WILLIAMS 

Bourbon 

Heoven  Hill 

600 

580 

590 

-1.7 

57 

53 

58 

SCORESBY 

Scotch 

Glenmore 

600 

630 

590 

8.4 

58 

57 

53 

RELSKA 

Vodka 

Heublein 

590 

600 

690 

-2.8 

59 

54 

52 

CALVERT  EXTRA 

Blended 

Seagram 

570 

620 

710 

-8.9 

60 

59 

60 

COURVOISIER 

Cognac 

W.A.Taylor 

550 

580 

540 

6.1 

'Revised    **  1986-88    DATA:  ESTIAAATtS  OF  RHAIL  SALES.  ROUNDED  TO  NEAREST  10,000  MIXED  CASES,  FROM  JOBSON  BEVERAGE  ALCOHOL  GROUP 
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ENVIRONMENT! 


JUST  WHEN  THE  OZONE 
WAR  LOOKED  WINNABLE . 


New  data  show  that  curbing  CFCs  alone  won't  do  the  job 


It  looked  as  if  an  unusual  global  alli- 
ance was  about  to  lick  one  of  the 
world's  worst  environmental  prob- 
lems. Three  dozen  nations  signed  the  un- 
precedented Montreal  Protocol  in  1987, 
promising  to  cut  production  of  chloroflu- 
orocarbons  (CFCs),  the  chemicals  that  are 
eating  at  the  ozone  layer,  in  half  by 
1998.  Then,  in  May,  at  a  meeting  in  Hel- 
sinki, the  treaty  signers  informally 
pledged  to  ban  CFCs,  which  are  found  in 
$135  billion  worth  of 
U.  S.  products,  by  the 
year  2000. 

But  it  also  became 
clear  at  Helsinki  that 
even  those  reductions 
are  unlikely  to  stave 
off  widespread  de- 
struction of  ozone, 
which  shields  the 
earth  from  dangerous 
ultraviolet  radiation. 
The  breakdown  of  the 
ozone  layer  is  escalat- 
ing— and  scientists  are 
convinced  that  com- 
pounds not  covered  by 
the  treaty  are  also  ma- 
jor culprits.  What's 
more,  substitutes  for 
CFCs  are  risky,  too. 

The  news  is  pushing 
policymakers  to  con- 
sider even  more  draco- 
nian  actions.  But  any  new  restrictions  on 
ozone-depleting  chemicals  could  be  more 
disruptive  to  chemical  makers  and  users 
of  CFCs  than  the  Montreal  Protocol. 
"The  bad  news  is  that  it's  going  to  be 
much  harder  to  fix  the  ozone  layer  than 
we  thought,"  says  David  P.  Doniger, 
head  of  the  Natural  Resources  Defense 
Council's  ozone  protection  project. 
DESTRUCTIVE  FORCE.  The  threats  to  the 
protective  screen  are  everywhere.  Chlo- 
rine-laden CFCs  are  used  in  everything 
from  coolants  for  refrigerators  and  air 
conditioners  to  foam  insulation  and 
cleaners  for  electronic  parts.  Once  they 
are  released  into  the  stratosphere,  ultra- 
violet light  breaks  them  down,  and  their 
chlorine  attacks  ozone. 

Scientists  continue  to  find  alarming 
evidence  of  CFCs'  destructive  power. 


During  the  winter  of  1988,  the  size  of 
the  hole  in  the  ozone  layer  over  the 
South  Pole  increased  dramatically.  And 
a  just-completed  expedition  to  the  North 
Pole  found  that  it  "is  primed  for  the 
same  kind  of  event,"  says  Ralph  J.  Cice- 
rone, director  of  atmospheric  chemistry 
at  the  National  Center  for  Atmospheric 
Research  in  Boulder,  Colo. 

To  make  matters  worse,  researchers 
are  just  beginning  to  grasp  the  dangers 


CUTTING  DOWN  ON  OZONE-EATING  CHLORINE 


CUMULATIVE  REDUCTIONS 
ON  PARTS  PER  BILLION 


2020  2040  2060 

DATA:  ENVIRONMENTAL  PROTEOION  AGENO 


of  two  Other  chlorine-based  chemicals: 
methyl  chloroform,  used  as  a  degreasing 
agent  for  metals  and  electronics-equip- 
ment parts,  and  carbon  tetrachloride, 
which  is  used  to  make  CFCs  as  well  as 
pesticides  and  dyes.  By  May,  the  Envi- 
ronmental Protection  Agency  concluded 
that  over  the  next  century,  methyl  chlo- 
roform will  account  for  35%  of  the  build- 
up of  chlorine  in  the  atmosphere.  Unless 
the  substances  are  controlled,  it  will  be 
"extremely  difficult"  to  lower  chlorine 
levels  and  repair  the  ozone  hole,  says 
Robert  T.  Watson,  chief  atmospheric 
chemistry  researcher  at  the  National 
Aeronautics  &  Space  Administration. 

Indeed,  EPA  data  show  that  without 
tougher  limits  than  those  allowed  by  the 
Montreal  agreement,  chlorine  levels  in 
the  stratosphere  will  leap  from  under 


three  parts  per  billion  today  to  14  parj1 
per  billion  by  2100  (chart).  Even  the  ele;^ 
tronics  industry  agrees  that  a  freeze  (i 
the  600  million  pounds  of  methyl  chlor 
form  it  uses  annually  may  be  warrante; 

But  placing  any  new  limits  will  be  d! 
ficult.  It  took  years  to  get  just  one-fif' 
of  the  world's  nations  to  agree  to  th: 
limited  Montreal  treaty.  And  banniii 
methyl  chloroform  could  backfire.  Tlj 
electronics  industry  uses  it  as  a  subsj 
tute  for  CFC113,  a  compound  with  fi 
greater  ozone-depleting  potential.  11 
stead,  it's  most  important  "to  get  lOQ ' 
compliance  with  the  Montreal  Protocol ; 
says  Paul  A.  Cammer,  president  of  tl 
Halogenated  Solvents  Industry  Allianc 
The  situation  is  complicated  by  HCFO 
the  hydrogen-containing  compounds  the  i 
Du  Pont  Co.,  the  world's  largest  mak!' 
of  CFCs,  and  other  chemical  companii  i 
are  counting  on  as  substitutes.  Whj;  - 
most  HCFCs  have,  at  most,  5%'  of  ti^ 
ozone-depleting  pot4 
tial  of  CFCs,  EPA  j- 
sessments  show  the 
if  HCFC  use  grows  t» 
fast,  it  will  hinder  <■ 
forts  to  cut  chlorine  i 
levels  set  by  the  Mc- 
treal  pact. 

Chemical  produceji 
oppose  any  mandatj 
limits  on  HCFCs.  Tt 
U.  S.  is  unlikely  to  ii- 
complish  the  quit 
substitution  of  CF^ 
without  using  mol; 
HCFCs,  says  Marilyn. 
Montgomery,  geneil 
manager  of  Genetrci, 
a  unit  of  Allied  SigiP 
Inc.  Chemical  mak(> 
argue  that  improv 
ments  in  CFC  handliii, 
such  as  preventi:? 
leaks  in  air  conditi(* 
ers  and  recycling,  will  help  keep  em^ 
sions  down.  ■ 
STAGGERING  COSTS.  In  August,  polii- 
makers  will  gather  again  to  consicr 
these  new  threats  to  the  ozone  lay  . 
The  West  Germans  have  proposed  i 
phaseout  of  carbon  tetrachloride  al 
methyl  chloroform,  and  the  U.  S.  ml 
move  that  way.  Says  Eileen  B.  Claussi., 
director  of  the  epa's  office  of  atrf- 
spheric  and  indoor  air  programs:  '% 
fairly  clear  we  will  do  something  ab(t 
these  two  chemicals." 

If  the  industrialized  nations  agree  i 
a  more  stringent  regulatory  scheme " 
preserve  the  ozone,  the  costs  to  businff 
will  be  staggering.  But  governmii 
leaders  may  decide  that  doing  anjrthis 
less  would  be  even  more  costly.  ; 

By  Vicky  Cahan  in  Washing!^ 


MONTREAL 
PROTOCOL  ONLY 


PLUS  PHASING 
OUT  Cf  Cs 


PLUS  PHASING  OUT 
URBON  TETRACHLORIDE 


PLUS  PHASING  OUT 
METHYL  CHLOROFORM 


2080 


2100 
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Advertisement 


A  Chance  Meeting  On  An  Irish  Train 


57 


Advertiseine 


Ireland  has  consistently  been 
the  most proGtable  location 
in  Europe  for  US  business  - 
and  by  1992  Europe  will  be 
the  largest  single  market  in 
the  world. 


He  was  a  fellow  American,  i  knew  he  was  American  because 
he  asked  for  more  ice. 
"if  i  put  in  any  more  ice,"  scolded  the  steward,  "there'll  be  no 

ROOM  FOR  THE  WHISKEY." 

"TERRIBLE  COUNTRY,"  REMARKED  MY  COMPATRIOT. 
I  WAS  LOATH  TO  ANSWER  HIM  LEST  HE  DISCOVER  FROM  MY 
ACCENT  THAT  I  WAS  MORE  SOUTH  OF  SAN  FRANCISCO 
THAN  SOUTH  OF  DUBLIN. 

"MMMH,"  I  MURMURED,  ENIGMATICALLY.  BUT 
LONELINESS  MUST  HAVE  FINE-TUNED  HIS  EAR  BECAUSE 
HE  POUNCED  AT  ONCE. 

"YOU'RE  American!"  he  cried  much  as  Moses  might  have  greeted 

THE  GENTLEMAN  WHO  DELIVERED  THE  TABLETS  OF  STONE 
"Yes,"  I  SIGHED. 
"VACATION?"  HE  ASKED. 
"No,  I  LIVE  HERE." 

"You  LIVE  HERE?"  HE  WAS  AGHAST.  "HOW  CAN  YOU  STAND  IT. 


ALL  THAT  RAIN 
Over  900  overseas  companies 


have  set  up  a  manufacturing 
base  in  Ireland  -  the  ideal 
location  to  serve  the  European 
market. 


IT  HAD,  INDEED,  BEEN  RAINING  SINCE  WE  BOARDED 
THE  TRAIN  BUT,  PRIOR  TO  TODAY,  THE  MONTH  HAD  BEEN 
DRY  AND  SUNNY.  TO  TELL  THE  TRUTH,  I  WAS  GLAD  OF  A 
SPOT  OF  RAIN.  IT  MIGHT  RAISE  A  FEW  TROUT. 

"You  A  WRITER?"  MY  COMPANION  PROBED  SUSPICIOUSLY. 
WICHITA,  I  SURMISED. 

"No,  Software." 

"No  KIDDING,"  SAID  MR  WICHITA  WHO  CLEARLY  BELIEVED  I  WAS. 
KIDDING,  THAT  IS. 

ACTUALLY,  I  HEAD  UP  THE  EUROPEAN  SOFTWARE  DIVISION 
OF  ONE  OF  THE  US'S  BIGGEST  ELECTRONICS  CORPORATIONS, 
BUT  I  DIDN'T  WANT  TO  GO  INTO  THAT. 


Advertisemen 


"Electronics?  In  Ireland?"  scoffed  my  friend  as  though  I'd 
suggested  that  i  was  cattle-ranching  in  manhattan. 

"we're  in  ireland,"  i  told  him  a  little  coldly,  "because  this  is 
europe  —  which  is  precisely  where  an  electronics  company 
should  be." 

at  that  moment,  john  sullivan  hove  into  view, 
i  felt  relief  and  trepidation  in  equal  measure, 
john's  eldest  son,  a  very  hot  young  software 
designer,  works  for  the  company.  unfortunately, 
john  has  a  second  son  soon  to  be  similarly 
qualified,  and  he's  anxious  to  place  him.  it's  very 
hard  to  say  'no'  to  john.  for  one  thing,  he's  six-foot-four.  for 
another,  he  owns  our  local  restaurant.  on  my  last  two  visits, 
he  has  given  by  far  the  larger  lobster  to  my  wife. 

"Sure  you  need  fattening  up,"  he  told  her,  thereby  gaining  a 
friend  for  life. 

"i  mean,  i  could  understand  the  uk." 

"What?"  I'd  forgotten  about  Mr  Wichita. 

"He  could  understand  the  UK,"  offered  John  helpfully, 
stretching  out  his  hand  and  introducing  himself 
to  mr  wichita. 

"hank  roth,"  said  mr  wichita,  wincing  in  john's 
handshake. 

"go  on,  hank,"  encouraged  john,  "you  were 
saying  you  could  understand  the  uk." 

"ireland,"  i  said  patiently,  "has  half  the  inflation  ofthe  uk  and 
even  more  important,  it's  got  the  people  we  need." 

"Exactly!"  beamed  John. 

"So  many,"  I  FAIRLY  SPAT,  "THAT  WE  RECRUITED  ALL  THE  KEY  PERSONNEL 
WE  NEEDED  ALMOST  IMMEDIATELY.  ALL  WE  NEEDED,"  I  ADDED  FOR 
GOOD  MEASURE. 


Half  the  population  of  Ireland 
is  under  28  —  in  an  ageing 
Europe  faced  with  shortages  of 
skilled  labour  this  gives  the 
Irish  a  signiScant  competitive 
advantage. 


InBation  in  Ireland  is  one  of  the 
lowest  in  the  European 
community  and  less  than  half 
that  of  the  UK. 


INFLATION  RATE  1988 

Ireland 

2.1% 

U.K. 

5.75% 

Portugal 

9.0% 

Spain 

4.8% 

Denmark 

4  6% 

Germany 

1.2% 

Italy 

4.9% 

EC  Average 

3.75% 

source:  Economist  Irteni, 


More  than  250  electronic 
companies  have  a 
manufacturing  base  in  Ireland 
-  including  Amdalil,  Analog, 
Apple,  DEC,  Ericsson,  General 
Electric,  Wang,  Westinghouse 
and  Zenith. 


Maximum  corporation  profit 
tax  in  Ireland  is  10%  until  the 
year  2000  -  a  clear  indication 
of  consistent  and  long-term 
Government  support  for 
business. 


"but,"  interjected  john  sadly,  "things  are  going  very  badly  for 
the  company  now." 
"what?"  i  exploded. 

"sure  if  you  were  going  well,  wouldn't  you  be  expanding  — 
taking  on  more  staff.  am  i  right,  hank?" 

"Guess  so,"  said  hank,  whose  drink  had  now 
arrived  containing  enough  ice  to  constitute  a 
shipping  hazard, 
"who  asked  you?"  i  rounded  on  the  innocent  hank, 
"don't  mind  him,"  john  soothed  my  visiting 
compatriot.  "he's  out  of  sorts  because  he  hasn't 
caught  a  fish  all  season." 

"What  DID  YOU  SAY?"  I  HISSED. 
"ME?" ASKED  JOHN,  ALL  BLAND  INNOCENCE. 

THERE  ARE  NO  DEPTHS  TO  WH ICH  JOHN  WILL  NOT  SINK  TO  OVERRUN  MY 
COMPANY  WITH  HIS  PROGENY.  HIS  SEEMINGLY  INNOCENT  ALLUSION  TO  FISH 
WAS,  IN  FACT,  A  BRAZEN  ATTEMPT  TO  BLACKMAIL  ME.  YOU  SEE,  ON  OUR 
LAST  FISHING  EXPEDITION,  I  HAD  FOOLISHLY  ALLOWED  JOHN  TO  TALK  ME 
INTO  PASSING  OFF  ONE  OF  HIS  CATCH  AS  MY  OWN. 

MY  WIFE'S  CONGRATULATIONS  WERE  STILL  RINGING  IN  MY 
EARS  WHEN  JOHN  REMINDED  ME  THAT  ONE  GOOD  TURN 
DESERVED  ANOTHER. 

"BLACKMAILER,"  I  SAID. 

"YERRA  WILL  YOU  WHISHT,"  SAID  JOHN  WHO, 
OCCASIONALLY,  TO  AMUSE  HIMSELF  TALKS  LIKE  A 
CHARACTER  FROM  "The  QUIET  MAN." 
"ALL  I  WANT,"  HE  SAID,  ADDRESSING  HIS  REMARKS  TO  HANK  (WHO  WAS 
BEGINNING  TO  LOOK  LIKE  A  MAN  WHO  HAD  INADVERTANTLY  STRAYED  INTO 
A  HOME  FOR  THE  BEWILDERED),  "ALL  I  WANT  IS  MY  FAMILY  AROUND  ME.  IS 
THAT  TOO  MUCH  TO  ASK?" 


"NO,  SIR,"  SAID  HANK  UNEASILY. 


I  SHOULD  POINT  OUT  THAT  JOHN'S  SECOND  SON  JOE  WILL  SOON 
BE  EVEN  MORE  HIGHLY  QUALIFIED  THAN  HIS  BROTHER. 
"JOE  COULD  GET  A  JOB  IN  ANY  OF  THE  ELECTRONICS  COMPANIES  IN 
IRELAND,  FOR  GOD'S  SAKE,"  I  REMINDED  JOHN  ,  "THERE  ARE  HUNDREDS  OF 
THEM  -  WHY  PICK  ON  ME?" 

"BECAUSE,"  SAID  JOHN,  "YOU'RE  THE  ONLY  ONE  THAT'S  RIGHT  HERE  IN 
MY  HOME  TOWN.  AND  BESIDES,"  HE  ADDED  DISARMINGLY,  "YOU'RE  MY 
BEST  FRIEND." 

"FRIEND?  You  BEAT  ME  AT  GOLF,  YOU  FLIRT  WITH  MY 
WIFE,  YOU  BORROW  MY  COPY  OF  ULYSSES  AND  DON'T 
RETURN  IT..." 

"SURE  WHAT  WOULD  I  BORROW  YOUR  COPY  OF  ULYSSES 
FOR?"  ASKED  JOHN,  ALL  SWEET  REASON,  "ONLY  AMERICANS 

READ  Ulysses.  Am  I  right  Hank?" 

"Right  as  rain,"  replied  Hank,  who'd  grown  witty  on 
an  over-indulgence  of  ice.  i  laughed  a  little  wildly. 

"Hasn't  he  a  great  heart  though,"  remarked  John  to  Hank,  "his 
company  going  to  the  wall  and  he  can  still  laugh." 

"Going  to  the  wall?"  I  fairly  yelled,  "we're  doubling  our  plant 
next  year.  doubling  it!" 

"Next  year?  There's  serendipity  for  you," 
CROONED  John,  "Joe  will  just  be  qualified." 

I  FELT  AS  THOUGH  I'D  BEEN  ARM  WRESTLING  WITH  AN 
OCTOPUS.  EXHAUSTED  I  COULD  ONLY  MANAGE  A  WEAK, 

"Well,  I  might  just  see  him  ...  no  promises  mind." 

"That's  settled  then,"  said  John  comfortably, 
"COME  uptothe  restaurant  tonight.  I've  a  lobster  earmarked  for 
you  that's  as  big  as  the  markets  of  the  us  and  Japan  combined." 

"But  not  quite  as  big  as  the  European  market,"  I  suggested  drily. 

"Ah  no,"  said  John,  "I'm  saving  that  one  for  your  wife." 


Irish  engineering  and 
computer- related  graduates 
will  increase  by  33%  betv^een 
now  and  1991.  Availability  of 
these  key  skills  is  one  reason 
why  Ireland  is  the  first  choice 
for  US  electronic  companies. 


Dublin's  new  international 
Financial  Services  Centre  has 
already  attracted  over  60 
leading  financial  institutions  — 
a  strong  vote  of  confidence  in 
the  Irish  economy 
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evelopments  to  Watc 


ED  BY  EMILY  T.  SMITH 


KING  SOME  UNCERTAINTY 
T  OF  TOXIC-WASTE  CLEANUPS 


'hen  cleanup 
teams  arrive 
at  a  hazardous 
waste  site,  they  sel- 
dom know  what 
noxious  chemicals 
they  will  confront. 
That  makes  it  diffi- 
cult to  determine 
what  kind  of  protec- 
tive clothing  to 
wear  and  how  long 
that  clothing  will 
de  protection.  Now,  Arthur  D.  Little  Inc.  is  marketing  a 
kit  that  measures  how  long  it  takes  for  unknown  chemi- 
to  penetrate  protective  clothing. 

s  test  is  done  by  placing  the  unknown  chemicals  into  a 
then  stretching  a  covering  of  the  material  used  in  the 
ctive  clothing  over  the  cup.  The  cup  is  weighed  and 
d  upside  down.  The  cup  is  reweighed  periodically  to 
are  whether  the  chemical  has  seeped  through  the  suit 
-ial  and  begun  to  evaporate.  Once  evaporation  begins,  the 
it  which  the  chemicals  are  permeating  the  suit  material 
le  calculated.  Breakthrough  time  and  permeation  rates 
isually  be  determined  within  30  minutes.  The  reusable 
:its  cost  $2,795  each. 


IRE'S  HO  MAYBE  ABOUT 
S  FUZZY-IOGIC  ADVANCE 


!  yes/no,  on/off  nature  of  digital  logic  isn't  always  well 
lited  for  making  decisions  in  the  real  world,  where  uncer- 
;s  and  ambiguities  abound.  There,  "maybe"  can  be  as 
ive  as  you  can  get.  Computer  scientists  have  concocted  a 
line  dubbed  fuzzy  logic  to  deal  with  imprecise  informa- 
3ut  the  concept  has  never  caught  on — largely  because 
1  purists  contend  that  it  leads  to  unreliable  systems. 

that  was  before  Hiroyuki  Watanabe,  a  former  fuzzy- 
sxpert  at  AT&T  Bell  Laboratories  and  now  an  assistant 
;sor  of  computer  science  at  the  University  of  North 
na  at  Chapel  Hill,  came  up  with  a  microprocessor-like 
hat  has  an  all-digital  "architecture"  yet  can  execute 
logic  inferences.  In  fact,  its  680,000  transistors  can  whip 
jh  580,000  "if-then"  decisions  per  second.  That's  100 
faster  than  the  next  best  fuzzy-logic  chip — designed  in 

where  fuzzy  logic  has  a  big  following, 
anabe's  fuzzy  chip  was  produced  by  the  Microelectronics 
•  of  North  Carolina,  a  nonprofit  research  consortium  in 
reh  Triangle  Park,  N.  C,  which  helped  develop  the  chip. 
it  application  may  come  as  the  "brains"  in  the  mobile 

that  Oak  Ridge  National  Laboratory  is  developing  for 

radioactively  hot  areas  inside  nuclear  power  plants. 


IISTRIAL  R&D  SPENDING: 
\  )RRY  SHOWING  FOR  1989? 


il  'ith  all  the  concern  over  the  competitiveness  of  U.  S. 

■  industry,  you  might  think  companies  would  be  stepping 

i>  ir  research  and  development  spending.  But  that  doesn't 

t  :o  be  the  case.  Industry's  overall  funding  of  R&D  is 


slowing  this  year,  according  to  a  recent  study  by  the  National 
Science  Foundation. 

The  NSF  now  projects  that  total  spending  in  1989  won't  even 
keep  pace  with  inflation,  rising  a  meager  2%  over  the  $58.1 
billion  that  the  agency  figures  U.  S.  companies  spent  last  year. 
The  new  1989  projection — $61.4  billion — is  down  from  an  earli- 
er forecast  of  $62.6  billion. 

The  92  companies  surveyed  account  for  half  of  all  industry- 
funded  R&D.  Fully  a  third  of  the  respondents  reported  that 
their  R&D  budgets  were  frozen  or  falling.  Typically,  they  cited 
disappointing  sales  or  profits,  plus  management  emphasis  on 
reducing  costs,  as  reasons  for  the  lack  of  growth.  The  NSF 
specifically  asked  whether  the  October,  1987,  stock  market 
crash  had  an  impact  on  R&D  spending.  The  answer  was  no. 


A  SOIL  FUHGUS  COULD  PUT 
YOUR  MOTHBALLS  IH  MOTHBALLS 


It's  summer,  time  to  pack  those  wool  clothes  in  mothballs  to 
prevent  insects  from  eating  holes  in  your  favorite  sweater. 
You  may  soon,  however,  be  able  to  forget  that  annoying 
annual  exercise. 

Scientists  at  the  U.  S.  Agriculture  Dept.  have  developed  a 
new  way  to  protect  wool  clothes  from  insects  without  using 
smelly  mothballs  or  storing  clothes  away.  They're  using  an 
extract  derived  from  a  soil  fungus.  Called  Avermectin,  the 
substance  was  originally  developed  by  Merck  &  Co.  to  prevent 
internal  parasites  in  animals.  But  the  Agriculture  scientists 
have  found  that  fabric  treated  with  a  solution  of  the  chemical 
repels  webbing  clothes  moths,  the  furniture  carpet  beetle,  and 
the  black  carpet  beetle — the  three  worst  enemies  of  wool 
fabric.  Mothballs  protect  fabric  for  about  a  year,  but  Avermec- 
tin-treated  cloth  lost  little  of  its  protective  value  even  after 
five  years.  Roy  E.  Bry,  an  Agriculture  entomologist  based  in 
Savannah,  Ga.,  says  the  protectant  could  probably  be  devel- 
oped as  an  aerosol  spray. 


AEROSOL  CAHS  THAT  RUH  ON 
COMPRESSED-AIR  POWER 


When  the  U.  S.  banned 
chlorofluorocarbons 
(CFCs)  for  use  in  aerosol  cans 
a  decade  ago,  manufacturers 
switched  to  hydrocarbons,  in- 
cluding butane  and  propane. 
But  those  materials  increased 
the  possibility  of  explo- 
sion. Compressed  air  seemed 
an  ideal  alternative,  but  it 
runs  out  before  all  of  the 
product  is  sprayed. 

Now,  Werding  Technol- 
ogies, based  in  Geneva,  says 
it  has  come  up  with  a  new 

valve  system  that  licks  the  i  :  :  

problem.  Products  such  as  hair  spray  are  placed  in  a  flexible 
pouch,  then  compressed  air  is  injected  into  the  can  surround- 
ing the  pouch.  As  the  pressure  drops,  the  valve  automatically 
modifies  the  flow  of  hair  spray  to  ensure  a  constant  spray 
pattern. 

Werding  is  targeting  Europe  and  Japan,  where  CFCs  are 
only  now  being  phased  out  for  aerosol  use.  Eventually  it  hopes 
to  crack  the  North  American  market.  Tliat  will  pit  it  against 
Exxel  Container,  a  Somerset  (N.J.)  company  that  markets  a 
rubber  sleeve  that  squeezes  material  out  of  a  prefilled  pouch. 
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"Digital  is  more 
than  just  one 
of  the  product 
lines  we  sell. 
At  Pioneer, 
we  bet  our 
business  on  it!' 


"As  an  electronics  distributor, 
Pioneer  does  more  than  just  sell  Digital's 
products.  We  own  a  VAXcluster  "  system 
ourselves.  Information  can  be  accessed 
from  the  warehouse  clerk's  desk  as  well 
as  my  own.  Technical  support,  sales, 
marketing,  logistics  are  all  intimately 
familiar  with  the  system.  So  we  have  an 
advantage  when  we  give  a  demo -it's 
live,  not  a  model. 

"We  chose  Digital  for  our  oun 
use  because  it  has  the  distributed 
quality  our  business  requires.  And  the 
ability  to  grow  when  we  do.  We're 
being  serviced  well  by  Digital,  and  that 
helps  us  serve  our  customers  better. 

"Being  both  a  distributor  and  a 
user  of  Digital's  produas  makes  a  sum 
far  greater  than  the  individual  pieces. 
Consumers  of  computer  equipment 
are  now  more  comfortable  dealing 
with  a  distributor.  But  with  Digital's 
resources  and  support  behind  us,  they 
find  that  we  really  are  the  source." 

The  rewards  of  working  together. 

With  Digital's  continuous  support 
as  a  working  partner,  authorized  dis- 
tributors are  an  excellent  source  of 
Digital's  produas  and  services.  They 
can  also  provide  produa  knowledge, 
training  and  tailored  computing 
solutions. 

Today,  Digital's  leadership  prod- 
ucts and  comprehensive  services  give 
you  an  elegandy  simple  way  for  your 
people  to  work  together  more  pro- 
duaively,  more  creatively,  more  effi- 
ciendy,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
ne\  er  before.  T~\  •    •  1 

Digital 


I.. :  .  V   .    .  )a\'man 
President,  COO 
Pioneer-Standard 
Elearonics,  Inc. 
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DEFENSE  I 


FEWiR  GUNS  COULD  MEAN 
A  WHOLE  LOT  MORE  BUTTER 


Forecasts  show  that  big  defense  cuts  would  only  be  a  temporary  setback  for  the  economy 


It's  premature,  to  be  sure.  Politically, 
it  would  be  an  uphill  battle.  But  it's 
no  longer  outright  folly  to  contem- 
plate a  time  in  the  not-too-distant  future 
when  the  U.  S.  could  spend  a  good  deal 
less  on  defense.  While  the  Pentagon  has 
tightened  its  belt  since  the  Reagan  arms 
buildup  in  the  early  1980s,  further  prog- 
ress on  both  strategic  and  conventional 
arms  control  negotiations  with  the  Sovi- 
et Union  could  pave  the  way  for  much 
deeper  cuts.  By  eliminating  missiles  and 


might  enhance  the  productivity  of  the 
work  force.  So  spending  on  guns  rather 
than  butter  carries  hidden  costs. 

BUSINESS  WEEK  asked  DRi/McGraw 
Hill,  the  economic  consulting  and  fore 
casting  firm,  to  simulate  the  effect  that 
sustained  cuts  in  the  defense  budget 
during  the  1990s  would  have  on  the 
economy.  The  cuts  would  have  to  be 
phased  in  over  a  period  of  years  to  ease 
the  shock  to  industries  and  regions 
heavily  dependent  on  militar\'  spending. 


vive,  growing  at  a  modest  1%  to 
through  the  end  of  the  decade.  At 
time,  says  Brown,  the  Defense  D 
will  be  entering  a  new  procuremeni 
cle,  during  which  it  will  contract 
more  advanced  generations  of  weapc 
based  on  research  and  development : 
taking  place. 

And  BrowTi  isn't  alone  in  belies 
that  cuts  will  be  hard  to  come  by. 
massive  Reagan  buildup  "locked  in' 
creases  of  27c  to  5%  in  real  terms  for 


HOW  THE  ECONOMY  WOULD  BE  AFFECTED  BY  DEFENSE  CUTS  | 

GROWTH  SLOWS,  THEN  REBOUNDS        DURABLES  RISE  IN  LATER  YEARS  ^        THE  BUDGET  GOES  INTO  SUfit 

4-1  1     215-,  ^  200-,  
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demobilizing  troops,  America  could  reap 
a  sizable  peace  dividend  by  the  year 
2000.  Short-term  interest  rates  could  fall 
to  less  than  57^,  housing  could  surge,  the 
federal  budget  would  move  into  surplus, 
and  growth  would  accelerate. 

The  economic  consequences  of  deep 
defense  cuts  would  be  long-term  gain — 
with  some  near-term  pain.  That's  be- 
cause at  269f  of  the  government's  total 
budget,  defense  outlays  pack  a  w-allop. 
The  1981-85  buildup  alone  created  more 
than  7  million  defense-related  jobs. 

But  by  the  same  token,  military 
spending  of  close  to  $S00  billion  a  year  is 
occurring  at  a  time  when  the  federal 
government's  overall  budget  is  still  $150 
billion  in  the  red.  Defense  spending  di- 
verts precious  resources  from  the  pri- 
vate economy,  as  well  as  from  other 
forms  of  government  spending  that 


DRl's  results  show  that  industrial  out- 
put, capital  spending,  and  gross  national 
product  all  grow^  at  a  slower  rate  in  the 
early  years — though  at  no  time  do  they 
experience  outright  declines. 
NEW  CYCLE.  Later,  though,  as  a  shrink- 
ing deficit  pushes  interest  rates  lower 
and  keeps  inflation  tame,  capital  spend- 
ing rises,  production  revives,  and  overall 
growth  rates  accelerate  (charts).  "Those 
are  some  prettj'  impressive  impacts  over 
the  long  run,"  says  George  F.  Brown 
Jr.,  executive  vice-president  at  DRi/ 
McGraw-Hill.  "It  would  be  wonderful  if 
the  world  were  that  nice  as  to  accommo- 
date such  deep  cuts  in  spending." 

DRl's  base  forecast  assumes  real  cuts 
in  defense  averaging  2.3%  a  year  for 
fiscal  years  1989-91.  But  beginning  in 
fiscal  1992,  DRI  economists  figure  that 
budget  allocations  in  real  terms  will  re- 


operations and  management  part  oi 
defense  budget,  says  Douglas  Lee, 
president  at  Washington  Analysis  0 
And  Gordon  Adams,  director  of  Defi, 
Budget  Project,  a  nonprofit  grou] 
Washington,  notes  that  Defense  Si 
tary  Richard  B.  Cheney  has  escb 
cutting  or  delaying  any  of  the  15  t! 
major  new  hardware  programs  thatin 
the  "real  budget  busters." 

Still,  budget  realities  and  gen 
arms  control  could  change  all  that.  'fP 
alternate  scenarios  were  plugged  W 
DRl's  long-term  model,  and  the  resllti 
were  compared  with  the  original  cas'  h 
the  first  instance,  "moderate"  cuts  o,25 
a  year,  beginning  in  fiscal  1992  and  in 
tinuing  to  the  year  2000,  were  iiro 
duced.  In  the  second  example,  "big"  it 
of  4%  a  year,  for  the  same  time  peN 
were  adopted.  Although  these  num?r 
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ly  seem  small,  even  the  "moderate" 
5  accumulate  to  a  sizable  $182  billion 
;r  the  period,  while  the  47c  formula 
ounts  to  a  cumulative  contraction  of 
i7  billion.  With  those  deeper  cuts,  the 
'ense  budget,  instead  of  totaling  $600 
ion,  as  dri  expects,  would  only  reach 
.6  billion  by  the  year  2000. 
kGGERiNG.  Although  the  payoff  from 
se  savings  isn't  immediate,  in  later 
.rs,  it  becomes  enormous.  Growth,  af- 
slowang  markedly  in  response  to  the 
rp  fiscal  restraint  implied,  starts  to 
ound  in  mid-decade.  By  the  year  2000, 
1  gross  national  product  in  the  "mod- 
te"  case  is  growing  0.4%  faster  than 
he  base  case,  while  sustained  cuts  of 
a  year  yield  a  growth  rate  0.7%  fast- 
than  in  the  base  case.  Because  of 
ver  growth  in  the  earlier  years,  how- 
r.  the  absolute  level  of  GNP  is  about 
same  in  all  three  cases  by  the  end  of 
decade. 

ther  gains  are  immediate.  The  hous- 
industry  from  the  outset  shows 
iter  strength  than  in  the  base  case, 
the  budget  deficit  starts  to  shrink, 


glected  by  the  federal  dollar,  could  pro- 
duce long-term  payoffs  above  and  be- 
yond the  savings  that  budget-cutting 
might  yield. 

Furthermore,  since  defense  spending 
is  so  production-intensive,  the  model  ini- 
tially yields  a  sharp  slowdovm  in  manu- 
factured-goods  output,  DRi's  Caton 
notes.  But  it's  unlikely  that  this  process 
would  continue  unchecked.  With  severe 
dislocations  likely  to  take  place  in  cer- 
tain industries  and  regions,  the  govern- 
ment might  introduce  financial  assis- 
tance and  retraining  to  cushion  the  blow. 

Decentralized  planning  at  the  factory 
level  would  be  essential  to  make  the 
shift  from  "military  Keynesianism"  as 
painless  as  possible,  says  Seymour  Mel- 
man  of  Columbia  University,  author  of 
several  books  on  defense  and  the  econo- 
my. Indeed,  strategies  to  ease  the  pain 
of  cutbacks  might  be  helpful  right  now. 
Even  without  arms  control,  small  cuts, 
delays,  and  cancellations  are  inevitable. 
To  help  reduce  the  fiscal  1990  budget  by 
1%  in  real  terms.  Defense  Secretary 
Cheney  proposed  a  batch  of  such  moves. 


economies  at  the  time  of  the  layoffs 
makes  a  difference.  "It  all  depends  on 
context,"  says  Adams.  If  the  local  econo- 
my and  the  national  economy  are  in  re- 
cession, there's  little  opportunity  for  job 
absorption.  But  relatively  healthy  econo- 
mies can  weather  small  cutbacks,  and  in 
regions  with  skilled-worker  shortages, 
laid-off  workers  might  have  little  trouble 
finding  new  employment. 
■SUPERCHARGING  EFFECT.'  Finally,  the 
simulations  probably  understate  the 
benefits  that  could  be  gained  from  de- 
fense cutbacks,  because  the  model 
doesn't  draw  a  qualitative  difference  be- 
tween mihtary  spending  and  nonmilitary 
spending.  Not  everyone  agrees  that 
there  actually  is  a  difference,  but  some 
critics  charge  that  the  military-industrial 
complex  that  Dwight  D.  Eisenhower 
warned  of  decades  ago  has  robbed  the 
economy  of  critical  resources  that  might 
have  been  used  in  more  productive  and 
efliicient  ways. 

The  Pentagon  budget  has  decreased 
as  a  share  of  GNP  in  recent  years,  to  its 
current  6%,  but  that  figure  may  mask  a 


ASSUMES  REAL  INCREASES  OF  NEARLY  2%  PER  YEAR  IN  DEFENSE  BUDGET, 
EGINNING  IN  FBCAL  YEAR  1992,  FOLLOWING  DECLINES  Of  1%  TO  2%  IN  FISttL  1990  AND  1991 


DfRATL  CUTS  2%  REAL  ANNUAL  CUTS 
IN  DEFENSE  BUDGET,  BEGINNING  IN  1992 


BIG  CUTS  4%  REAL  ANNUAL  CUTS 
IN  DEFENSE  BUDGET,  BEGINNING  IN  1992 
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•est  rates  head  south.  Those  lower 
>  not  only  spur  business  activity  but 
shrink  the  interest  portion  of  the 
ral  debt.  Indeed,  the  benefits  are  so 
paring  that  in  both  alternate  scenar- 
a  budget  surplus  develops — al- 
gh,  says  Christopher  Caton  of  DRI, 
hronic  surplus  wouldn't  be  sustain- 
You  would  have  to  assume  some 
I  tribution  through  tax  cuts." 
i  at's  but  one  way  in  which  the  simu- 
TS  don't  capture  the  range  of  re- 
^  ses  to  events  that  might  be  possible. 
>  )f  the  defense  cuts,  for  instance, 
translated  one-for-one  into  overall 
I"  et  savings.  But  it's  more  likely  that 
if  ch  large  savings  could  be  made  in 
^'  ise,  there  would  be  a  reallocation 
least  a  portion  of  the  resources 
I'd  spending  on  infrastructure  and 
iiion.  Such  investments,  long  ne- 


from  the  cancellation  of  the  new  F-14D 
fighter  and  the  V-22  Osprey  tilt-rotor 
aircraft  to  the  delay  of  the  Stealth  bomb- 
er. Grumman  Corp.  estimates  that  can- 
cellation of  the  fighter  plane  will  force 
the  company  to  lay  off  5,600  out  of  the 
19,600  workers  it  employs  on  Long  Is- 
land over  three  or  four  years. 

It's  hard  to  calculate  the  effect  of 
such  cuts.  Economists  say  the  overall 
health  of  both  the  local  and  national 


Over  the  past  10  years,  the 

Defense  Dept.'s  share 
of  the  federal  R&D  dollar 
has  risen  from  45%  to  67% 


far  larger  impact.  Over  the  past  10 
years,  the  Defense  Dept.'s  portion  of  the 
federal  R&D  dollar  has  risen  from  45%  to 
67%.  Approximately  30%  of  all  scientists 
and  engineers  are  employed  in  defense- 
related  research  and  production.  Redi- 
rect those  resources  into  civilian  efforts, 
and  that  will  have  a  "supercharging  ef- 
fect on  productivity  and  growth,"  says 
Lloyd  J.  Dumas,  an  economist  at  the 
University  of  Texas  at  Dallas. 

The  DRI  simulations  show  that  gains 
will  accrue  irrespective  of  such  consider- 
ations. But  planning  could  help  ease  the 
downside  of  defense  cuts,  and  a  realloca- 
tion of  resources  might  bring  extra 
benefits.  Then  the  short-run  economic 
pain  would  not  be  as  significant  as  the 
model  predicts,  while  the  long-term  divi- 
dends would  be  that  much  larger. 

By  Karen  Pennar  in  New  York 
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OPERATION  ILL  WIND 
WHIPS  THROUGH  LORAL 


Investors  fret  as  the  U.S.  probe  jeopardizes  a  major  contract 


It  could  have  been  a 
banner  week  for  Ber- 
nard L.  Schwartz, 
chairman  of  defense  con- 
tractor Loral  Corp.  On 
Monday,  May  15,  he 
bought  most  of  Fairchild 
Weston  Systems  from 
Schlumberger  Ltd.  for  a 
bargain  price  of  $185  mil- 
lion. The  next  day,  he  an 
nounced  a  22%-  earnings 
jump  for  the  fiscal  year 
ended  Mar.  31.  But  by 
Wednesday,  Loral's  stock 
had  dropped  more  than 
two  points,  to  31.75.  Loral 
had  become  the  latest  tar- 
get of  the  government's 
sweeping  Operation  111 
Wind  probe  into  defense 
procurements. 

On  May  12,  the  General 
Accounting  Office  urged 
the  U.  S.  Air  Force  to  re- 
scind a  major  electronics 
contract  Loral  had  won 
"last  December.  Competitor 
Litton  Systems  Inc.  had 
protested  the  award  after 
a  Justice  Dept.  affidavit 
was  unsealed  showing  that 
Loral  obtained  sensitive 
Litton  documents  from 
consultant  William  Galvin, 
one  of  the  scandal's  central  figures.  The 
GAO  ruling  isn't  binding,  and  the  Air 
Force  has  asked  the  agency  to  reconsid- 
er. But  even  if  the  contract  stands,  the 
government  promises  to  keep  investigat- 
ing Loral's  alleged  wrongdoings  and 
could  penalize  the  company  later. 
'A  BITCH.'  Scandal  or  no,  it's  an  uncertain 
time  for  Loral.  Like  other  defense  com- 
panies, it  faces  a  flat  budget,  increased 
administrative  scrutiny,  and  stiff  compe- 
tition on  every  bid.  While  Loral's  earn- 
ings fi'om  continuing  operations  rose 
22%,  to  $60.3  million  this  year,  sales 
grew  just  4%,  to  $1.2  billion.  Moreover, 
Loral's  backlog  has  suffered  from  a 
dearth  of  new  bidding  opportunities  and 
program  delays  (chart).  The  stock  has 
recovered  to  about  33  but  still  trades 
19%  below  its  12-month  high.  Says 
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Schwartz  of  the  con- 
tracting environment: 
"It's  a  bitch." 

But  that  hasn't 
slowed  him  down.  In 
March,  he  put  $10  mil- 
lion of  his  own  money  into  a  controver- 
sial deal  to  buy  from  Loral  two  slow- 
growth  nonelectronics  businesses.  Loral 
had  acquired  the  units — which  make  an- 
tiskid airplane  brakes  and  crash-resis- 
tant fuel  tanks — as  part  of  its  1987  pur- 
chase of  Goodyear  Aerospace  Corp.  But 
since  they  didn't  fit  Loral's  niche, 
Schwartz  decided  to  sell  them.  Trouble 
was,  the  best  offer  he  could  muster  was 
$320  million.  So  he  led  a  group  including 
Shearson  Lehman  Hutton  Inc.  that  an- 
ted up  $455  million  in  cash  and  convert- 
ible debt. 


BACKLOG  FROM 
CONTINUING  OPERATIONS 


FISUL  YEARS  ENDING  IN  MARCH 


Some  investors  cried  conflict  of  inir 
est — particularly  after  another  comp;ia 
came  in  with  a  similar  last-minute  a 
But  that  offer  hinged  on  further  negci 
ations,  and  analysts  note  that  as  Lorf.- 
biggest  stockholder,  with  6%  of 
shares,  Schwartz  has  as  much  intereS|!?i 
the  company's  health  as  anybody.  Lc|i. 
promptly  used  some  of  the  cash  to  i\ 
Fairchild  Weston,  which  will  add  $11 
million  in  new  sales  and  $310  millior|i: 
backlog.  Specializing  in  surveillance,  jr. 
aging,  and  training-simulation  syste;! 
Fairchild  fits  well  with  Loral. 
CHOICE  BIO.  Indeed,  as  the  troubled  d'l 
tracting  environment  drives  down  an:, 
values,  buying  other  companies  i;; 
their  contracts  can  be  cheaper  than  b 
ding  for  new  business.  But,  as  one  in. 
tutional  investor  notes,  acquisitions  -i 
only  a  partial  solution.  Loral's  existi;- 
program  base  of  self-protection,  sur 
lance,  and  simulation  systems  is  heal 
But  long-term  growth  will  depend 
new  contracts.  "The  backlog  has  to' 
the  first  thing  that's  going  right,"  s{% 
the  investor. 

That's  why  the  GAO  dispute  is  so  oiir 
ous.  The  contract  is  to  provide  ra,a 
warning  systems  to  the  Air  Force's  ^[x 
program.  As  it  expands  to  include  otir 
planes  and  foreign-owned  F-16s,  ai 
lysts  say  it  could  mean  $2  billion  in  hv\ 
ness  through  the  1990s.  Says  Kidar, 
Peabody  &  Co.  analyst  Michael  Lailr: 
"This  contract  changed  Loral's  fut-;- 
prospects  from  nominal  growth  to  fa| 
significant  growth." 

For  its  part,  Loral  iS 
suspended  Lou  Obd- 
dorf,  a  marketing  V3- 
president  named  in  le 
affidavit.  And  while  le 
company  admits  it  rt 
documents  from  Gal  % 
it  insists  the  data  di('t 
change  its  bid,  which  i- 
dercut  Litton's  by  $lO 
million.  That's  $100  f 
lion  the  Air  Fo:e 
doesn't  want  to  give  3. 
In  asking  the  GAO  to  Sr 
consider,  procuremit 
officials  argue  that  "to  terminate  le 
contract  will  only  cause  harm  to  the  ^  f- 
ernment."  They  insist  a  better  course)! 
action  would  be  to  suspend  or  fine  L<al 
later,  if  the  evidence  warrants  it. 

In  the  end,  the  Air  Force  may  \ill 
convince  the  GAO  that  its  recommera- 
tion  is  too  pricey  a  solution.  Schw£;z 
says  he's  confident  the  contract  willte 
saved.  But  given  the  government's  jr- 
sistence  throughout  the  III  Wind  invfi- 
gation,  it  is  unlikely  Loral  will  escie 
completely  unscathed. 

By  Michael  Oneal  in  New  ll-A 
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en  the  publishers  of  this  many  newspapers 
all  agree  on  anything,that's  news. 
But  that  TO  the  story  * 
when  agroup  of  industry  experts  said, 
"Let^  reach  a  little  higher." 
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In  recent  years,  the  newspaper  business  has  been  faced  with  an 
increasing  need  to  print  more  color  Unfortunately  until  recently  color 
could  only  be  added  at  the  cost  of  overall  page  count.  But  thanks  to 
an  industrywide  advisory  group  formed  by  Goss  Products,  the  graphic 
systems  people  of  Rockwell,  newsp^ers  are  now  able  to  hav^e  their  cal^ 
and  eat  it,  too  Here's  the  story  from  the  people  who  made  it  happen. 


Kienzle:  Today's  daily  newspapers 
need  the  ability  to  compete  with  other 
media  for  adveitising  revenues— 
tv,  magazines,  preprinted  inserts. 

Gledhill:  Well,  ifs  no  longer  a  black 
and  white  world.  As  we  told  Rockwell, 
we  wanted  the  ability  to  print  a  full 
96-page  Los  Angeles  Times -Aong  mth 
process  color 

Cox:  I  first  got  involved  when  my 
boss  came  in  and  said,  "The  Grey  Lady's 
going  color"  That  was  a  first  for  us. 

Kienzle:  The  original  idea  for  the 
Colorliner  press  went  back  to  some  dis- 
cussions we  were  having  with  Gannett, 
isn't  that  right,  Danny? 

Machaj:  I  thought  it  was  all  your  idea. 

Kienzle:  WeO  sure  it  was.  But  those 
initial  discussions  led  the  engineers  to 
putting  some  circles  on  paper  to  see  how 
we  could  do  things  better  Then  Danny's 
guys  built,  would  you  believe,  a  plywood 
mockup  of  the  Colorliner 

Bella:  Actually  it  looked  pretty  good 
made  out  of  wood. 

Cox:  It  was  certainly  the  first 
wooden  press  we  ever  bought 

Mach^:  These  guys  climbed  all 


over  that  thing.  And  they  were  not 
at  all  bashfiil  about  telling  us  what 
they  thought. 

Bella:  That  group  had  a  lot  of 
input  on  the  design.  I  think  it  was  the 
first  time  I  ever  saw  Goss  (or  anybody 
else)  sit  down  with  a  group  of  people 
iuid  say  "Look,  tell  us  what  you  tliiiik 
about  this.  Ifs  important." 

Kienzle:  I  think  weVe  done  more 
customizing  to  customers'  wants  and 
needs  tlian  ever  before  in  the  history 
of  our  company 

Cox:  You  had  die  feeling  that  diey 
were  working  with  you . . .  that  you  had 
input  into  the  design  and  m^uiufacture 
of  your  press. 

Bella:  Right  Everybody  wanted 
something  diiierenL  We  chose  a  very 
colorfiil  press,  a  press  that  can  open 
doors  for  us  in  commercial  printing. 

Gledhill:  All  we  wanted  was  a 
press  diat  would  put  us  in  die  forefi^ont 
of  teclinology  for  the  next  40  years. 

Machaj:  Obviously  we  c^in't  do 
everytliing  everybody's  way  We  have  to 
make  some  find  calls. 

Bella:  But  there  really  did  seem  to 


be  a  middle  ground  diat  everybody's 
happy  widi.  We've  got  our  first  press  up 
and  running  and  I'm  sure  diat  soon 
we'll  have  anodier  meeting  to  get  back 
togedier  and  say  "We've  got  some  of 
these  presses  running  now  and  here's 
wliat  we're  finding." 

Kienzle:  You'll  be  glad  to  lie^ir  it's 
iilready  in  die  works,  Mickey 

Cox:  The  one  diing  you  can  say 
is  die  people  are  customer  oriented. 
I  don't  care  how  long  you've  had  a 
Goss  press,  die/re  going  to  back  you  up. 

Lets  reach  a  little  higher. 
Rockwell's  Graphic  Systems  Division  is 
an  acknowledged  leader  in  kii);e  news- 
paper printing  presses  and  pcirt  of  our 
international  team  of  more  di^ui  100,000 
Rockwell  people.  Working  together 
and  widi  our  customers,  we  apply 
science  and  technology  to  reach  a  little 
higher  in  aerospace,  electronics,  auto- 
motive, industriiil  automation  iuid 
graphic  systems.  If  you'd  like  to  know 
more,  write:  Rockwell  International, 
PO.  Box  39185,  Department  815B-03, 
Los  Angeles,  CA  90039. 


Rockwell 
International 
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WILL  THIS  VIDEO  CHAIN 
STAY  ON  FAST-FORWARD? 


Blockbuster  could  get  snarled  in  its  accounting  methods 


For  those  who  scoff  at  the  explosive 
growth  of  his  Blockbuster  Enter- 
tainment Corp.,  H.  Wayne  Hui- 
zenga  has  a  simple  retort:  "You  either 
believe  in  the  industry  or  not."  Say  this 
for  Huizenga  (pronounced  high-zen-ga): 
He  has  believers.  In  two  years,  he  has 
expanded  Fort  Lauderdale  (Fla.)-based 
Blockbuster  from  100  video  rental  "su- 
perstores" to  700.  Profits  nearly  quadru- 
pled to  $15.5  million  last  year  as  sales 
tripled  to  $137  million.  For  its  part.  Wall 
Street  has  bid  the  company's  stock  up 
nearly  sevenfold  since  1987.  But  then, 
who  wouldn't  bet  on  the  man  who  earli- 
er helped  convert  a  small  trash-hauling 
company  into  a  multibillion-dollar  empire 
called  Waste  Management  Inc.? 

There  are  some.  On  May  8,  Bear, 
Stearns  &  Co.  took  a  sharp  poke  at 
Blockbuster's  balloon.  In  a  harshly  con- 
trarian report,  accounting  analyst  Lee  J. 
Seidler  alleged  Blockbuster's  100%  rise 
in  1988  per-share  profits  was  achieved 
largely  with  overly  aggressive  account- 
ing. The  stock  dropped  7  points,  to  27,  in 
6  days.  But  rather  than  turning  on  Hui- 
zenga, his  army  of  Wall  Street  support- 
ers blasted  the  messenger.  Chicago 
Corp.  analyst  Gary  Wirt  griped  that 
Bear  Stearns's  report  presented  the  ab- 
solute worst-case  scenario.  Within  three 


weeks,  Blockbuster  was  back  at  33,  a 
lofty  57  times  earnings. 

The  episode  did,  however,  raise  an  un- 
settling question:  Will  Blockbuster's  ac- 
counting practices  haunt  it  in  the  form 
of  lower  future  earnings?  Huizenga's 
strategy  depends  on  industry  growth 
staying  hot,  even  though  it  is  already 
showing  signs  of  cooling.  Blockbuster 
plans  to  add  300  stores  this  year;  profits 
and  sales  are  expected  to  double.  But 
Bear  Stearns  questions  the  quality  of 
those  earnings. 

FRANCHISE  BONANZA.  When  Blockbuster 
buys  a  video  chain,  it  stretches  out  the 
accounting  charge  for  the  deal's  good- 
will over  40  years,  the  longest  period 
allowed  by  accounting  standards.  The  re- 
sult is  that  the  expense 
is  lower  over  the  short 
term  but  affects  earn- 
ings for  a  long  time. 
There  are  no  hard  and 
fast  rules,  but  Jay 
Shapiro,  an  entertain- 
ment accounting  expert 
at  Laventhol  &  Hor- 
wath,  agrees  with  Bear 
Stearns  that  Blockbust- 
er is  mortgaging  its  fu- 
ture: The  company  gets 
higher  profits  now,  but 
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if  revenue  growth  slackens,  the  exttd- 
ed  goodwill  schedule  could  hurt  its  em- 
ings  later. 

That  gives  investors  plenty  to  wcy 
about.  But  there's  more.  When  a  fm- 
chisee  signs  up  with  Blockbuster,  it  p^'S 
a  onetime  franchise  fee  as  well 
to  lock  in  its  territory.  It  also  buysts 
initial  inventory  from  the  head  ofle. 
Last  year.  Blockbuster  received  2&7dt 
its  revenue  from  such  onetime  {y- 
ments.  If  Blockbuster  keeps  openg 
stores  forever,  that's  fine.  But,  s^s 
Shapiro,  "if  franchise  growth  stopfit 
would  definitely  hurt  earnings."  far 
Stearns  also  notes  that  the  Securitie!& 
Exchange  Commission  could  easily  jk 
Blockbuster  to  shorten  its  amortizaftn 
schedules,  thereby  dropping  eami^ 
precipitously.  By  amortizing  over 
years.  Bear  Stearns  figures  Blockb^t- 
er's  earnings  would  have  been  just  3;  a 
share  last  year,  not  the  reported 
(chart).  That  would  put  Blockbusf-'s 
earnings  multiple  at  an  overblown  )3, 
Analysts  who  back  Huizenga  insist  lai" 
Stearns's  five-year  schedule  is  ricfu- 
lously  conservative. 
Huizenga,  who  wouldn't  commentor 
this  article,  agrees  id 
stands  by  his  practi^. 
In  a  previous  intervlw. 
he  said  his  formulak- 
lies  heavily  on  a  pnBC- 
tion  that  by  1995,  If" 
of  U.  S.  homes  will  Ive 
VCRS,  against  66%  »■ 
day.  Some  experts,  llw- 
ever,  say  the  video  Ksi- 
ness  is  already  mibr- 
ing.  With  VCR  sales  p- 
ing  off,  entertainnnt 
analyst  Peter  Tin^'of 
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frJiemBds 


among  friends. 


J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 
To  send  a  gift  of  J&B  anywhere  in  the  U.S.,  call  1-800-528-6148.  Void  where  prohibited. 

J&B  Blended  Scotch  Whisky,  43%  Ale.  by  Vol  ,  Imported  by  The  Poddington  Corporation,  ft.  Lee,  NJ  ©  1989. 


"What  do  you  mean, 
you  don't  even  have  a  phone?" 


It  is  really  amazing  the  methods  some  people  use  for  communication.  But  for 
business  transactions  across  borders  and  time  zones,  only  the  best  equipment  will  do. 
If  you  want  to  improve  your  communication  with  Germany,  have  a  word  with  the 
Deutsche  Bundespost.  They  have  the  most  up-to-date  know-how,  nationwide  net- 
works and  advanced  communications  services  available.  Whether  it's  Text  or  Data 
Communication,  Videoconference,  ISDN  or  optical  fibre  technology,  today  and  in 
the  future  the  Deutsche  Bundespost  is  the  right  partner  for  companies  dependent  on 
communication  across  boundaries.  For  further  information  please  contact:  Deutsche 
Bundespost,  P.O.  Box  1190,  D-6600  Saarbrucken,  Federal  Republic  of  Germany. 
Telephone:  ++  496151834641.  We're  removing  old  barriers  to  cooperation. 


iQf  Deutsche  Bundespost 


chard  Blum  Associates  believes  even 
1o  penetration  is  optimistic — especially 
the  laser  disks  now  hitting  the  market 
come  the  next  fad. 

Cable  TV  presents  another,  if  more  dis- 
it,  threat.  Already,  nearly  14%  of  the 
S.  homes  wired  for  cable  subscribe  to 
^'ices  that  charge  only  for  movies 
ly  watch.  Selections  are  limited,  but 
)le  companies  are  developing  systems 
offer  more  releases.  Then  there's 
)wing  rental  competition  from  ware- 
ise-size  record  stores  and  supermar- 
s.  Warns  entertainment  consultant 
ith  Benjamin  of  New  York's  Silber- 
g,  Rosenthal  &  Co.:  "I  wouldn't  put 
my  eggs  in  one  basket." 
luizenga,  50,  is  accustomed  to  doubt- 
.  He  spent  much  of  his  career  at 
ste  Management,  which  he  and  two 
tners  founded  in  1972.  There  he  bat- 
1  allegations  of  price-fixing,  improper- 
nfluencing  government  officials,  and 
jally  dumping  hazardous  chemicals. 
1976,  Huizenga  signed  a  consent  de- 
j  with  the  SEC  promising  not  to  make 
jal  campaign  contributions.  And  this 
t  the  first  time  he  has  taken  heat  at 
I  :kbuster.  Kellogg  Associates,  a  Los 
:  feles  accounting  firm,  began  debunk- 
the  rosy  financials  a  year  ago.  Then, 
February,  Blockbuster  stock  shot  up 
when  it  hailed  a  distribution  agree- 
it  with  Walt  Disney  Co.  When  Dis- 
tersely  noted  the  deal  wasn't  exclu- 
to  Blockbuster,  the  stock  retreated. 
STAKE.  But  it's  hard  to  argue  with 
'kbuster's  formula:  By  offering  7,000 
s,  stores  average  $70,000  in  monthly 
nues — well  above  competitors', 
le  glue  that  holds  together  Huizen- 
strategy,  however,  is  the  share 
;     The  higher  it  goes,  the  easier  it  is 
1  lake  low-cost  acquisitions  with  stock. 
■,  zenga  benefits,  too.  He  bought 
1>  kbuster  in  1987  with  two  other 
'  te  Management  veterans:  John  J. 
I  c,  now  a  franchisee,  and  Donald  F. 
1  n,  currently  Waste  Management's 
(  '  financial  officer.  The  trio  owns  25% 
t  he  company's  stock.  But  are  they 
{  ting  an  unduly  bright  picture  at  the 
f  nse  of  future  earnings? 
any  investors  don't  seem  worried, 
res  Gulfstream  Financial  Associates 
analyst  R.  Jerry  Falkner:  "Even  if 
technologies  do  displace  Blockbust- 
y  that  time,  we  will  have  made  so 
1  money  I  really  wouldn't  care." 
short-seller  Joseph  Feshbach  of 
Alto,  Calif.,  says  it's  too  soon  to  bet 
lockbuster's  decline.  Huizenga  may 
onfronting  more  naysayers  these 
But  as  long  as  he  keeps  making 
money,  his  many  believers  are  like- 
hang  on  for  the  ride. 
/  Pete  Engardio  arid  Antonio  N.  Fins 
<ami 


FIDELITY  AGGRESSIVE  TAX-FREE  PORTFOLIO 


Fidelity's  Highest 
Tax-Free  Yields 


Aggressive  Tax-Free  is  designed  to  seek 
the  highest  federally  tiix-free  yields*  among 
lower-rated,  more  volatile  long-term  munici- 
pal bonds.  At  the  33%  maximum  federal 
income  tax  rate,  you'd  have  to  earn  11. 87%  on 
a  taxiible  investment  to  equal  the  income  from 
a  federally  tax-free  investment  yielding  795%, 
as  the  chart  shows.  The  fund's  share  price, 
yield  and  return  will  vary,  and  you  may  have  a 
gain  or  loss  when  you  sell  your  shares. 


7.95% 

Average  Net 
Yield  .todays 
ended  4/24/89 

11.87% 

Tax  Equivalent 
Yield  30  days 
ended  t/24/89 

9.95% 

One  Year 
Total  Return 

3/31/88-5/51/89 

12.23% 

Life  of  Fund 
Average  Annual 
Return 

9/15/85-5/51/89 

Total  returns  include  change  in  share  price  and  reinvestment  of  dividends.  Average  Annual  Returns  are  aver- 
aged figures  and  not  vear-bv-vear  results  Historical  performance  figures  do  not  reflect  the  fund's  V\ 
deferred  sales  charge  (applicable  onl\  on  shares  held  less  than  d  months),  which  would  reduce  performance. 
The  adviser  paid  some  of  the 
fund's  expenses  during  these 
periods,  which  increased  total 
return.  'A  portion  of  the  fund's 
income  may  be  subject  to  the 
alternative  minimum  tax 


Fidelity  Aggressive  Tax-Free  Portfolio. 

For  more  complete  information,  including  management  fees  and 
expenses,  call  or  w  rite  for  a  free  prospectus,  Plea,se  read  it  care- 
fulK  before  vou  invest  or  .send  monev  Fidelity  Distributors  Corpo- 
ration (General  Distribution  Agent),  I'O,  Box  (idOdDr  Dallas,  TX 

.((.(()i  ^Fidelitv 
Call  toll-free  2t  hours  Investments" 

,  1-800-544-6666   code:  BW/FAT/061289 
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I     I  I  111  niin  iny,  please  chaiiye  iii\  address  as  indi- 
caled  below 

I    I  Please  extend  my  Business  Week  subsenpticni  lor 
one  year  at  $39.95  (In  Canada.  CS  .M.^.S) 

I    I  I'd  like  to  heconie  a  suhsci  iber  lor  one  \ear  l.'i  I 
issues)  at  $39.95, 
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I     I  Bill  me  Liter 


To  take  care  of  any  other  business. call  toll-lree 


1-800-635-1200 
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TRANSPORTATION! 


PIPER  MAY  STILL  BE 
CARRYING  EXCESS  BAGGAGE 


Chairman  Millar  turned  it  around,  but  lawsuits  could  cripple  it 


MILLAR:  HE  HAS  BUILT  PIPER'S  ORDER  BACKLOG  FROM  $6  MILLION  TO  $150  MILLION 


Piper  Aircraft  Chairman  M.  Stuart 
Millar  was  recently  showing  a 
customer  around  the  company 
plant  in  Vero  Beach,  Fla.,  when  the  visi- 
tor, a  trained  pilot,  admired  Millar's  own 
sporty  Piper  Cub  parked  on  the  tarmac. 
Millar  promptly  invited  him  to  try  it  out. 
"Take  it  up,"  he  urged.  "Have  fun." 

The  64-year-old  Millar  wants  to  put 
the  fun  back  into  flying.  He  says  that's 
why  he  bought  Piper  Aircraft  Corp.  in 
1987.  So  far,  his  unorthodox  approach  to 
business  is  paying  dividends:  Piper  is 
thriving  under  his  exuberant  manage- 
ment. In  the  two  years  Millar  has  been 
in  charge,  the  company's  order  backlog 
has  gone  from  $6  million  to  $150  million. 
'EARNEST  AS  HELL.'  Employment  has 
doubled  to  1,550,  as  Piper  plans  this  year 
to  deliver  600  of  its  small,  propeller-driv- 
en planes  to  executives,  recreational  fli- 
ers, pilot  schools,  and  airlines.  Sales  for 
1989  should  hit  about  $150  million.  Mil- 
lar, a  World  War  II  fighter  pilot  who 
took  his  first  flight  lesson  at  age  16  in  a 
Piper  Cub,  declares  that  Piper  is  profit- 
able and  that  he  is  a  happy  man.  "No 
one,"  he  says,  "could  have  come  closer 
to  his  heart's  desire  than  I  have." 

Yet,  Piper  could  still  break  Millar's 
heart.  Industry  executives  wonder  if  he 


can  profitably  fill  all  the  new  orders  he 
has  landed  by  reintroducing  old  models 
at  cut-rate  prices.  Says  one  former  Piper 
executive:  "Stuart  is  as  earnest  as  hell 
about  aviation,  but  he's  naive  about  air- 
plane manufacturing."  And  the  company 
labors  under  the  threat  of  60  potentially 
crippling  product-liability  suits,  which 
charge  that  errors  of  manufacturing  and 
design  are  the  root  cause  of  crashes  in- 
volving Piper  planes. 

Although  Piper  long  defended  the  in- 
tegrity of  its  product,  the  cost  of  those 
suits  had  combined  with  other  problems 
to  push  the  plane  maker  to  the  brink 
when  Millar  arrived  on  the  scene.  Found- 
ed by  William  Piper  in  1937,  the  compa- 
ny had  an  illustrious  reputation  as  the 
maker  of  light,  sturdy  planes  with 
names  like  Warrior  and  Navajo.  Piper's 
fortunes  peaked  in  1978,  when  it  rolled 
out  almost  3,000  aircraft.  Then  the  mar- 
ket collapsed  for  Piper  and  its  rivals. 
Overproduction  pushed  down  prices  just 
when  a  wave  of  lawsuits  forced  insur- 
ance premiums  up  sharply.  By  late  1986, 
Piper,  then  owned  by  Lear-Siegler  Corp., 
was  paying  a  $25  million  premium  for 
coverage  in  excess  of  $100  million  and 
only  selling  around  300  planes  a  year. 
When  the  investment  firm  of  Forstmann 


Little  &  Co.  bought  Lear-Siegler,  P«r 
seemed  ready  for  liquidation. 

Watching  all  this  with  dismay  as 
Millar,  an  avid  flyer  from  Newm 
Beach,  Calif.,  who  had  modestly  succjj 
ful  businesses  in  microfilm  and  induii- 
al  instruments.  Millar  offered  to  ice 
Piper  and  its  liabilities  off  Forstma^s 
hands  for  a  sum  he  refuses  to  divge 
(the  estimates  range  from  next  to  rfclv 
ing  to  about  $6  million).  By  May,  M'i 
Piper  was  his.  L 

Once  in  charge,  Millar  acted  fastjFo 
generate  new  sales  and  develop  cus';rr; 
ers,  he  stripped  down  an  existing  Fie  • 
model  and  turned  it  into  a  trainer  pht 
the  Cadet,  which  he  offered  at  a  .i- 
count.  Major  flight  schools  at  the  'n  - 
versity  of  North  Dakota  and  Embry  ic 
die  in  Florida  placed  big  orders  forh 
Cadet.  Millar  also  sold  Pipers  as  train.: 
aircraft  to  foreign  airlines  such  as  Atn- 
lia  and  All  Nippon  Airways  Co.  Forec 
reational  fliers,  Millar  reintroduce  a 
souped-up  version  of  the  classic  'ib, 
and  for  executives  he  produced  a  ure 
powerful  model  of  the  popular  six-;at 
Malibu.  Now,  he  is  reviving  an  old  I)er 
jjrogram  that  trains  pilots. 
CASH  CRUNCH.  Millar's  initial  suc;ss 
has  won  him  many  admirers.  Says  ,hii 
D.  Odegard,  dean  of  the  Center  of  ho- 
space  Sciences  at  the  Universitj  of 
North  Dakota:  "Not  only  is  Millarfor 
real,  but  he  might  be  the  man  to  irn 
around  general  aviation." 

But  before  Millar  saves  the  indun'. 
he  must  resolve  Piper's  legal  woes.^!S 
first  steps  were  to  cancel  Piper's  pitey 
insurance  policy,  set  aside  a  reserv(for 
potential  damages,  and  hire  lawyei  to 
fight  to  the  finish  any  suit  he  deeied 
unwarranted. 

Millar's  bold  approach  can  be  cclly. 
In  December,  Piper  lost  a  $5  m^^on 
judgment  stemming  from  a  1985  ise 
that  Millar  could  have  settled eor 
$800,000.  Competitors  say  the  judgipnt 
has  strained  Piper's  cash  flow,  alridy 
stretched  to  cover  escalating  produjon 
schedules.  Millar  disputes  that,  ac|ng 
that  any  cash  crunch  has  been  relij'ed 
through  a  $15  million  credit  line  IpeB 
has  obtained  from  Congress  FinaHal 
Corp.,  a  New  York-based  finance  colpai 
ny.  And  Jan  VonFlatern,  Piper  jUr^ 
craft's  general  counsel,  points  out  hat 
the  company's  estimated  $13  millic  ;ii 
legal  fees  for  1989  is  still  less  thaifche 
cost  of  insurance,  while  far  fewerkw' 
suits  are  being  filed.  | 

Should  Piper  be  hit  with  a  maivc 
judgment,  Millar  says,  he  will  siply 
turn  over  the  company  keys  to  theHn- 
ner  of  the  suit.  But  if  he  avoids  ha1'> 
unhappy  fate,  he  may  yet  restore  c  o; 
the  best-known  names  in  aviation. 
By  Gail  DeGeorge  in  Vero  BeackFla^ 
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$100,  $200  or  $500  back  on 
Zenith's  entire  line  o  f  laptop 
PC's?  Now  that's  what  I  call 
crunching  the  numbers! 


Zenith's  Laptop  Rebate 
( Offer  Ends  June  30, 1989! 


0  0 


ZENITH  INNOVATES  AGAIN 

Get  world-class  rebates  of  up  to  $500  on  the  world's  number  one 
selling  battery-powered  portables*  from  Zenith  Data  Systems. 

The  Versatile  SupersPort™ 

The  SupersPort  is  so  versatile,  it  easily  adapts  to  your  computing 
style. ..to  give  you  economical  80C88  desktop  performance  to  go.  It 
also  features  your  choice  of  dual  3.5"  720K  floppy  or  20MB  hard 
disk  storage.  Plus  Zenith's  Intelligent  Power  Management  System^ 
which  lets  yo«  control  power  usage  to  maximize  battery  life.  And 
a  dazzling  backlit  Supertwist  LCD  screen  for  superior  readability 
in  virtually  all  lighting  conditions. 

The  Number-One  Selling  SupersPort™  286 

Today's  best  selling  286  battery-powered  portable*  offers  you  AT 
desktop  performance  anywhere  your  business  takes  you... to  tackle 
huge  spreadsheets,  files  and  databases.  SupersPort  286  also  features 
Zenith's  Intelligent  Power  Management  System™  for  over  four  hours  of 
battery  life.  And  a  backlit  Supertwist  LCD  screen  for  crisp  text  and 
dazzling  graphics.  All  to  make  you  number  one  on  the  road! 

The  Revolutionary  TurbosPort™  386 

Ideal  for  advanced  financial,  scientific  and  engineering  applications, 
TurbosPort  is  a  small-footprint  Intel386™  desktop  that's  also  a  battery- 
powered  portable.  With  32-bit  power  A  40MB  hard  drive.  Even  a 
detachable  keyboard.  You  also  get  a  brilliant  Page  White™  display 
that  virtually  duplicates  printed-page  clarity  And  our  Intelligent 
Power  Management  System  for  up  to  three  hours  of  battery  life. 

And  now  Zenith  crunches  the  numbers  again.  With  world-class 
rebates  of  up  to  $500.  So,  call  for  the  name  of  your  nearest  participat- 
ing Zenith  Data  Systems  authorized  dealer  today: 

1-800-553-0203 


data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON' 
TO 


^Source:  Dataquest 


/raphici  Simulate  Microsofr*  Windows,  a  product  and  trademark 
'laptop  Rebates  are  only  available  from  participating  authorized 


of  Microsoft  Corporation  ln!cl.i?Sb  is  a  tradeniark  of  Intel  Corporation 

Zenith  Data  Systetns  dealers  until  June  30.  1989,  All  rebate  claims  must  be  postmarked  by  July  14.  1989.       <Q  1989,  Zenith 


Data  Systems 
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DETROIT  TRIES 
TO  REV  UP 

CAN  BEHER  MARKETING  REVERSE  A  SALES  SLUMP? 


A 


menea's  five-year  car-buying 
spree  is  running  out  of  gas.  The 
.  signs  of  trouble  are  everywhere. 
New-car  sales  slowed  8%  in  the  first 
four  months  of  this  year,  and  combined 
car  and  light-truck  sales  could  fall  below 
15  million  units  for  the  first  time  since 
1984.  The  industry's  favorite  quick  fix — 
the  $1,000  giveback  or  0%  loan  to  the  car 
buyer — failed  to  give  the  crucial  spring 
selling  season  much  of  a  jump  start. 
And  after  winning  back  market  share 
from  the  Japanese  last  year,  U.  S.  manu- 
facturers are  again  losing  ground. 

Even  before  all  the  bad  news,  Detroit 
was  beginning  to  recognize  that  it  need- 
ed to  rev  up  its  marketing  efforts.  After 
all,  the  winners  in  any  tightening  market 
are  the  competitors  that  can  take  sales 
away  from  the  other  guy.  The  Big  Three 
may  have  improved  their  product  quali- 
ty, gotten  their  act  together  in  design 
and  styling,  and  chiseled  away  at  their 
heavy  cost  structures.  But  when  it 
comes  to  such  basics  as  advertising,  pro- 
moting, and  selling,  the 
auto  giants  have  been 
stuck  in  low  gear — and 
that  could  take  a  heavy 
toll  as  auto  sales  stall. 

The  stakes  are  high  for 
both  the  industry  and  the 
U.  S.  economy.  Already, 
Ford  Motor  Co.  and  Gen- 
eral Motors  Corp.  have 
trimmed  production  plans 
and  idled  some  plants.  In 
the  wake  of  disappointing 
mid-May  sales  numbers, 
for  example.  Ford  an- 
nounced that  it  would 
temporarily  close  two  U.  S.  assembly 
plants,  its  first  shutdowns  since  1983. 
And  Chrysler  Corp.  dropped  plans  to  re- 
call 1,600  workers. 

TRAFFIC  JAM.  The  Stagnating  market 
comes  at  a  particularly  frustrating  time 
for  U.  S.  auto  makers.  Detroit  has  signif- 
icantly narrowed  its  quality  gap  with  im- 
ports— and  the  perceived  gap  is  expected 
to  disappear  in  the  early  1990s  (chart, 
page  81).  But  the  U.  S.  car  market  is 
becoming  an  increasingly  crowded,  noisy 
place,  where  even  a  top-notch  product 
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has  trouble  pulling  away  from  the  pack. 

At  the  same  time,  a  glut  of  more  than 
350  different  models  of  cars  and  trucks 
has  weakened  the  advantage^ 
that  any  one  producer  holds  ^ 
in  styling  or  technical  gadget- 
ry.  And  carmakers  have  dou- 
bled their  ad  spending  in 
major  media  during  the  past 
five  years,  to  nearly  $2.8  bil- 
lion a  year.  Amid  this  costly, 
clamorous  confusion,  market- 
ing will  become  an  even  more 
crucial  battleground  for  the  auto 
industry  in  the  1990s. 

To  arm  themselves,  Detroit's 
carmakers  are  looking  to  ad 
agencies  and  consumer-goods 
companies  such  as  Procter  &  Gam- 
ble Co.  for  inspiration  and  marketing 
managers.  They're  using  more  sophisti- 
cated market  research  to  find  out  who 
their  customers  are  and  what  they  want. 
They're  pressing  their  ad  agencies  to 
produce  more  creative,  more  effective 
ads.  They're  experiment- 
ing with  everything  from 
direct  mail  to  computer 
disks  to  find  new  ways  to 
reach  sales  prospects. 
They're  even  starting 
over  again  with  new 
brands  such  as  Saturn, 
trying  to  tap  the  best  of 
the  new  marketing  with- 
out the  worst  baggage  of 
the  old. 

And  in  what  could  be 
Detroit's  most  conten- 
tious issue,  carmakers 
are  also  struggling  to 
gain  more  control  over  what  happens  to 
customers  when  they  reach  the  dealer — 
the  point  at  which  all  the  industry's  lav- 
ish marketing  efforts  can  come  to 
naught.  There's  certainly  room  for  plen- 
ty of  forward  motion.  After  all,  Ameri- 
cans love  cars,  but  they  hate  car  dealers 
(page  83). 

Unfortunately,  Detroit  doesn't  have  a 
great  track  record  when  it  comes  to  rec- 
ognizing and  responding  to  the  changing 
needs  of  consumers.  It  managed  to  lose 
13%  of  the  domestic  market  from  1978  to 
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THE  SELLING 
OF  A 
DREAM 

Car  advertising  re- 
flects much  of  20th 
century-  American  his- 
tor}-.  Early  ads  had  to 
explain  what  cars 
were.  Later  ads  fo- 
cused on  image.  Here, 
some  scenes  from  our 
not-always-happy  love 
affair  with  the  auto. 


BIG  BEGINNINGS  The 

Packard,  one  of  115  auto 
companies  around  long 
before  anyone  heard  of 
the  Big  Three. 


PAST  LUXURY  This  or- 
nate ad  for  a  1927  Lincoln 
Limousine  was  one  of 
Detroit's  first  efforts  at 
upscale  marketing. 


MASS  APPEAL  Supply 
couldn't  meet  demand  in 
1946,  as  .^ericans  put 
their  names  on  long  wait- 
ing lists  to  get  a  car. 


BOOM  TIMES  Postwar  growth  sjr 
put  at  least  one  car  in  every  dri\'*; 
the  1950s.  Meanwhile,  auto  mai's 
couldn't  add  enough  chrome,  ga*.- 
now-ubiquitous  options. 


1987  to  foreign  auto  makers  that  were 
quicker  to  fill  the  growing  demand  for 
more-reliable,  fuel-efRcient  cars.  The  Big 
Three  lost  an  additional  1.5  points  of 
market  share  this  year  to  Japanese  car- 
makers that  put  up  new  plants  in  Ameri- 
ca— and  built  solid  marketing  strategies 
to  back  their  cars.  For  ex- 
ample, while  Detroit  con- 
fused buyers  with  one  new- 
campaign  after  another, 
Toyota  Motor  Sales  US.\  Inc. 
has  changed  its  theme  only 
tw^o  times  in  the  past  13 
years. 

IN  THE  DOGHOUSE.  The  U.  S. 

car  industry  doesn't  seem  to 
get  much  bang  for  its  ad 
buck,  either.  Take  the  expe- 
rience of  Chevrolet  Motor 
Div.  In  1986,  its  "Heartbeat 
of  America"  ad  campaign 
captured  the  No.  11  slot  on  a 
sur\-ey  of  consumers'  favor- 
ite ads.  That  w-as  only  the 
second  time  in  nine  years 
that  a  U.  S.  auto  maker 
made  the  top  25.  A  year  lat- 
er, though,  Chevj-'s  ads  had 
fallen  to  No.  19.  Still,  that's 
prett\-  good — until  you  con- 
sider that  No.  20  was  a  campaign  for 
Ralston  Purina  Co.'s  Lucky^  Dog,  and 
that  Che\-j-  spent  S187  million  on  the 
campaign  that  year — compared  with 
Lucky  Dog's  S4  million  budget. 

With  successes  like  that,  it's  no  won- 
der that  the  U.  S.  auto  industry  spends 
so  much  time  in  the  doghouse.  Even  De- 
troit executives  admit  that  their  ads 
leave  much  to  be  desired.  "As  an  indus- 
try,  I  think  we're  putting  out  a  lot  of 
crap,"  says  Chrj-sler  Motors  Chairman 
Bennett  E.  Bidw-ell.  "We're  stoning  the 
public  to  death  with  marshmallows." 

That's  when  the  industry^  isn't  burying 
the  public  under  an  avalanche  of  re- 


bates. With  inventories  averaging  as 
much  as  27%  above  normal  by  late 
March,  the  industry  pushed  its  panic 
button,  trying  to  fire  up  the  market  with 
cash-back  offers  and  financing  incen- 
tives of  the  sort  that  usually  are  not 
seen  until  midsummer,  w-hen  it  is  time 


'Ver\'  often,  the  difference  bet'ween  one  product  and 
another  is  the  advertising,  the  brand  personality' 


LAUREL  CUTLER 

Chrysler  vice-president 


to  clear  the  showTooms  for  new-  models. 

Once  upon  a  time,  such  incentives 
could  shift  sales  into  overdrive.  In  Sep- 
tember, 1986,  offers  of  2.9%  financing 
briefly  pushed  seasonally  adjusted  annu- 
al domestic  car  sales  to  18  million  units. 
But  giveaway  gimmicks  no  longer  work 
so  well — or  for  very  long.  The  latest 
round  of  incentives  boosted  sales  to  an 
annual  rate  of  only  7.7  million  units  by 
the  middle  of  April,  compared  with  6.6 
million  in  March  without  rebates.  Worse, 
by  mid-May,  sales  sagged  back  down  to 
a  rate  of  6.7  million  units  a  year. 

That's  particularly  unnening  for  De- 
troit, where  such  programs  are  often  a 


substitute  for  broader  creative  maru 
ing  strategies.  And  incentives  are  cosy 
Despite  stronger  sales  and  the  cona- 
ny's  highest  market  share  since  r8. 
Ford's  first-quarter  U.  S.  auto  pnts 
fell  5.5%,  largely  because  of  higher  rj- 
keting  costs.  Still,  carmakers  aren't  te- 
ly  to  kick  the  rebate  hat 
North  America  will  have^ 
million  more  cars  than  ly- 
ers  next  year,  estimates  u- 
tofacts  Inc.,  a  research  fhi. 

That  glut  means  corn- 
ued  givebacks — and, 
versely,    higher  sticer 
prices.  In  late  May,  Fro 
upped  the  incentive  antay 
offering  first-ever  Sl,000-e- 
bates  on  its  luxury  Lin'li 
Continental  and  boosting.ie 
cash-back  offers  on  s:h 
subcompacts  as  the  Merory^-, 
Tracer  to  as  much  as  r 
Just  two  weeks  earlier,  frd 
had  raised  the  base  priC'Oi 
the  Continental  by  $433  vi:^^ 
hiked  the  tab  for  somcp-.  i 
tions.  G.M,  which  had  rajd^, 
its  owTi  option  prices  earjr,  t, 
quickly  extended  severaiof-;.. 
its  generous  rebate  to-;. 
grams.  By  gi\ing  with  one  hand  oi^ 
taking  with  the  other,  carmakers  t)alfc|. 
they  can  soften  the  rebate  burden  od  ,■• 
ensure  that  they'll  make  more  monepr 
each  car  sold  even  if  sales  droop. 
SMARMY  SALESMAN.  If  there's  any  soce  , 
for  Detroit,  it's  that  the  Japanese  If^a, 
been  making  their  share  of  markeag  l;. 
blunders  lately,  too.  WTiile  the  camp.?"  ^ 
featuring  "Joe  Isuzu"  has  built  hiaa^ 
awareness,  the  smarmy,  King  sales  ar  ,, 
hasn't  created  a  positive  image  joi  .. 
Isuzu:  Its  U.S.  car  sales  fell  38%  ist,: 
year.  And  no  one  is  immune  from  he  . 
rebate  bug.  Even  oncein\incible  Hcda.; 
Motor  Co.,  stung  by  a  6.3%  sales  de<fle  ; 
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i  NVASION  UNSAFE  AT  ANY  SPEED  GAS  CRUNCH  One  of  De-  CAR  CLICHE  The  ever-  BACKFIRE  Joe  Isuzu  s  wildly  exaggerated 

i  aght  of  imports  Sexy  ads  lure  buyers,  but  troit's  answers  to  the  en-  present  auto  image  of  claims  caught  viewers'  attention,  but  he  hasn't 

i  1  in  this  1960  the  Corvair  also  drew  un-  ergy  crisis  in  1974 — and  a  the  eighties:  A  "beauty  been  very  good  at  selling  cars.  Joe  tells  one 

j  ;  ad.  Detroit  welcome  attention  from  reason  imports  took  off  in  shot"  of  a  car  winding  truth:  Foreign  carmakers  can  slip  up  in  their 

erbe  the  same.  Ralph  Nader.  the  1970s.  down  the  road.  marketing  efforts,  too. 
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:he  first  quarter,  began  offering  its 
t  cash  incentives  to  dealers, 
mid  the  gloom,  there  are  signs  that 
Big  Three  are  starting  to  come  up 
1  some  more  effective  artillery.  Car- 
eers know  that  if  they're  going  to  be 
ng  away  part  of  their  marketing 
Js  to  buyers  as  re- 
;s,  they'll  have  to 
nd  the  remainder 
•e    astutely.  The 
t  significant  sign  of 
.:  roit's  new  emphasis 
i:  marketing  may  be 
's   being   put  in 
■ge  of  it.  At  Chrys- 
Motors,  Chairman 
I  ell  has  assumed  di- 
responsibility  for 
ar  and  truck  adver- 
g.  "It's  not  the  nor- 
function  of  a  chair- 
to  do  that,"  he 
t  its.  "If  we  don't  get 
i  [ht,  then  they'd  bet- 
t  :hange  me." 

lere  will  not  be 
'o  instant  solutions, 
t  gh.  The  industry  is 
s  ggling  to  relearn 
t  sort  of  marketing 
't  :s  GM,  Ford,  and 
^  sler  rarely  had  to 
^'  'v  about  during 
of  their  histories, 
focused  on  pro- 
ion,  engineering, 
design  and  simply 
whatever  they 
1  make.  Detroit's 
experiments  with 
key  marketing 
pts  as  segmenta- 
lame  in  the  1920s, 
GM's  then-Presi- 
Alfred  P.  Sloan  es- 
hed  a  pecking  or- 
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der  among  GM  divisions.  First-time  buy- 
ers would  start  with  a  Chevy,  graduate 
to  a  Pontiac,  and  end  up  in  a  Cadillac. 

The  strategy  became  the  standard  for 
the  auto  industry.  But  the  lines  grew 
blurred  because  managers  and  dealers 
at  each  division  wanted  to  make  and  sell 
a  broader  range  of  cars. 
"These  guys  said,  'Hey, 
I  can  do  a  cheap  Olds 
and  an  expensive  Olds, 
a  small  Chevy  and  a  big 
Chevy,'  "  says  Jack 
Trout,  a  marketing  con- 
sultant. "They  de- 
stroyed the  meaning  of 
their  brands." 

The  blurring  of 
brands  has  also  compli- 
cated Detroit's  relation- 
ships with  its  dealers. 
Powerful  "superdeal- 
ers"  now  offer  dozens 
of  car  lines  at  multiple 
outlets.  Only  57^  of  the 
nation's  dealers,  they 
sell  30%  of  all  cars.  Al- 
ready, some  super- 
dealers  have  better  lo- 
cal name  recognition 
than  some  of  the  cars 
they  sell.  And  increas- 
ingly, these  dealers  sim- 
ply won't  give  "shelf 
space"  to  weak  or  re- 
dundant vehicle  brands. 

Now,  Detroit  aims  to 
reestablish  its  brands 
as  distinct  entities.  But 
there  are  some  big  hur- 
dles. It  still  makes  eco- 
nomic sense  for  manu- 
facturers to  tweak  the 
same  basic  car  into  an 
Olds  or  a  Buick.  And 
plenty  of  dealers  will 
still  squawk  when  a 


company  tries  to  cut  back  its  offerings 
to  become  more  focused. 

That's  where  Detroit  can  learn  a  lot 
from  the  sellers  of  soap  and  diapers, 
companies  that  use  marketing  to  differ- 
entiate virtually  identical  products.  Says 
Laurel  Cutler,  a  vice-chairman  at  ad 
agency  FCB/Leber  Katz  Partners  and  a 
vice-president  for  consumer  affairs  at 
Chrysler:  "Very  often,  the  difference  be- 
tween one  product  and  another  is  the 
advertising,  the  brand  personality." 
SYMBOL  OF  CHANGE.  A  consultant  for 
Chrysler  since  1985,  Cutler  became  a 
symbol  of  change  in  an  industry  domi- 
nated by  engineers  and  finance  types 
when  she  was  hired  as  the  company's 
first  woman  vice-president  last  year. 
She's  being  asked  to  draw  from  her  ex- 
perience with  such  clients  as  General 
Foods  Corp.  and  Campbell  Soup  Co.  to 
boost  Chrysler's  brand-building  efforts. 
Chrysler's  emphasis  on  brands  is  partly 
the  result  of  its  experience  with  Jeep, 
which  it  acquired  through  a  merger  with 
American  Motors  Corp.  in  1987.  Unlike 
Chrysler's  cars.  Jeeps  sell  for  premium 
prices — and  sell  out — thanks  partly  to 
their  distinct  image.  "They  see  now,  as 
perhaps  they  never  had  before,  the  pow- 
er inherent  in  a  real  brand  that  stands 
for  something,"  Cutler  says. 

Over  at  GM,  Cutler's  counterpart  is 
Shirley  Young,  who  is  attempting  to  es- 
tablish clear  and  separate  identities  for 
GM's  divisions.  Under  Young's  direction, 
each  unit  had  to  draft  its  own  image 
statement:  Buick  is  the  "Premium  Amer- 
ican Motor  Car,"  Cadillac  is  the  "World 
Standard,"  Pontiac  is  the  performance 
division,  and  so  on.  Now,  Pontiac's 
Grand  Prix  has  been  given  a  racier  look 
and  Buick's  Regal  a  softer  suspension. 
Reporting  to  Young  is  Philip  Guarascio, 
a  former  senior  vice-president  at  New 
York  ad  agency  D'Arcy,  Masius,  Benton 
&  Bowles  Inc.,  who  was  hired  by  GM  in 
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1985.  Guarascio  began  seeking  better  re- 
turns on  his  ad  money  through  more 
sawy  media  buying  and  instituted  GM's 
first  annual  reviews  of  its  ad  agencies. 

Guarascio  is  putting  the  heat  on  the 
agencies  because  GM  is  already  in  the 
fire.  Its  new-car  market  share  slipped  to 
35%  in  the  first  quarter,  from  36%  in 
1988  and  a  44%  share  as  recently  as 
1984.  As  they  try  to  battle  back,  GM's 
divisions  are  experimenting  with  flashy 
ads.  Olds,  for  example,  is  beckoning  new 
buyers  with  spots  proclaiming  "This  Is 
Not  Your  Father's  Oldsmobile."  In  one, 
Jay  Carpenter  and  his  father,  astronaut 
Scott  Carpenter,  strap  themselves  into  a 
Cutlass  Supreme  for  blast-off:. 

Taking  another  leaf  from  the  pack- 
aged-goods marketer's  handbook,  De- 
troit is  looking  for  more  sophisticated 
market  research.  The  industry  typically 
segmented  markets  along  obvious  demo- 
graphic lines — young,  first-time  buyers, 
families,  more-affluent  drivers,  and  so 
on.  Now,  carmakers  are  trying  to  find 
out  why  people  buy.  "The  kind  of  seg- 
mentation that  has  replaced  demograph- 
ics in  packaged  goods  and  now  in  auto- 
mobiles is  'benefit'  segmentation,"  says 
Robert  Kernish,  research  group  manag- 
er at  Booz,  Allen  &  Hamilton  Inc.  "Here, 
you're  dividing  people  on  the  basis  of 
attitudes  toward  the  product  itself." 
MACHO  MEN  AND  MOMS.  Take  four-wheel- 
drive  vehicles.  Many  buyers  want  sporty 
trucks  for  the  obvious  reason:  off-road 
recreational  driving.  But  many  suburban 
women  also  buy  them  for  their  carrying 
capacity  and  foul-weather  safety  fea- 
tures. "You're  going  to  have  two  very 
different  ads  for  the  macho  drivers  and 
the  car-pooling  moms,"  says  Kernish. 

Cadillac  is  already  changing  its  tactics 
in  response  to  some  revelations  from  re- 
search. In  focus  groups,  it  found  that 
buyers  associated  Cadillac  with  safety 
only  because  of  the  car's  size  and  mass, 
not  because  of  design.  So  the  division 
developed  dealer  information  and  ads 
emphasizing  the  safety  features  engi- 
neered into  Caddies.  Sales  rose  36%'  in 
test  markets,  against  only  19%  in  control 
markets.  The  cars  were  seen  as  safer 
than  before,  while  the  safety  image  of 
competitors  such  as  Volvo  and  BMW  de- 
teriorated. Cadillac  inserted  its  safety 
message  into  its  national  ads  during  the 
Masters  golf  tournament  in  April. 

In  another  experiment,  Buick  Motor 
Div.  lets  consumers  use  a  computer  pro- 
gram to  compare  models,  see  a  demon- 
stration of  how  electronic  engine  con- 
trols work,  and  examine  their  financing 
options,  all  in  their  own  home.  Buick 
gave  175,000  free  copies  of  its  "Dimen- 
sions" software  program  to  users  of  IBM 
and  Apple  computers  last  year.  The  com- 
pany thinks  the  demographics  of  the 


more  than  3  million  "computer  comfort- 
able" Americans  fit  its  buyers'  profile. 

Even  after  taking  a  Buick  for  a  test 
disk-drive,  though,  consumers  still  have 
to  buy  the  car  at  a  dealership.  And  most 
people  "would  probably  want  to  have  a 
root  canal"  rather  than  visit  a  dealer, 
says  Jeremy  P.  Anwyl,  president  of  USP 
Automotive  Advertising  in  Irvine,  Calif. 
To  prod  their  dealers  to  higher  ground, 
manufacturers  have  been  trying  to  re- 
ward retailers  for  pleasing  customers  in- 
stead of  just  for  high  sales  volume.  "We 
no  longer  recognize  the  guy  who  sold 
200  units,  maybe  by  ripping  off  the  cus- 
tomer," says  Richard  L.  Fenstermacher, 
Ford  Div.  general  sales  manager. 


'People  don't  take  pictures  of 
their  Big  Macs' 


PHILIP  GUARASCIO 

GM  advertising  guru 


Now,  carmakers  are  getting  more  in- 
volved in  retailing.  At  Chrysler,  for  ex- 
ample, some  3,500  managers  are  calling 
more  than  180,000  Chrysler  owners  to 
ask  how  they  were  treated  by  dealers 
and  how  they  feel  about  Chryslers.  "The 
next  great  leap  forward  in  the  car  indus- 
try isn't  going  to  happen  in  Detroit," 
says  Chrysler  Chairman  Lee  A.  lacocca. 
"It's  going  to  happen  at  the  dealership." 

To  some  dealers,  though,  the  carmak- 
ers looking  over  their  shoulders  are  also 
breathing  down  their  necks.  They  won- 
der what  wholesale  manufacturers  know 
about  retail  sales.  "We  don't  want  some- 
body who's  run  their  business  so  poorly 
to  tell  us  how  to  run  our  business,"  says 


Ronald  B.  Tonkin,  president  of  the  i|- 
tional  Automobile  Dealers  Assn. 

Sometimes,  though,  it's  dealers  ^'l 
tell  carmakers  how  to  run  their  b| 
ness.  Last  fall.  Ford's  Lincoln-Merc 
Div.  unveiled  Mercury's  new  ad  the 
"Mercury:  Where  Comfort  and  Conjj 
Are  One."  The  dealers  refused  to 
the  line  in  their  local  ads,  and 
forced  Ford's  hand.  The  company  tfe 
to  keep  its  marketing  consistent  at  jjt 
national,   regional,  and  dealer  levje 
That  improves  brand  recognition,  ||c 
it's  one  reason  Ford's  first-quarter 
market  share  rose  1.6  percentage  pois 
to  23.4%'.  In  three  months.  Ford  ki^ 
the  new  campaign,  and  brought  back 
familiar  growling  cougar  after  a  10-jl 
absence.  "We're  doing  this  because  j 
dealers  told  us  to,"  admits  Ross  H. 
erts,  vice-president  and  general  mana 
of  Ford's  Lincoln-Mercury  Div. 
STARTING  FROM  SCRATCH.  In  their  bj) 
est  attempts  to  use  the  best  markei 
techniques,  some  carmakers  are  stari|| 
from  scratch.  Toyota's  Lexus  Div., 
san's  Infiniti  Div.,  and  GM's  Saturn  ri 
all  creating  new  cars,  new  brand  id(ta 
ties,  and  new  marketing  and  retai| 
organizations.  Launching  an  unknij 
brand  is  extraordinarily  expensive,  bi 
has  some  advantages.  "Lexus  doesi 
have  a  single  dissatisfied  custom?|'iie 
says  J.  Davis  lUingworth,  general  ruk^ 
ager  of  Toyota  Motor  Corp.'s  new  hii's, 
ry  division.  "It  has  no  past  mistakeiaa 
liabilities  to  live  down."  As  Honda  dili  ia 
1986  with  its  Acura  Div.,  Saturn,  Le:«:as 
and  Infiniti  are  choosing  from  the 
dealers  and  requiring  them  to  build  : 
ities  devoted  solely  to  that  car  line. 

A  key  goal  is  creating  consistticjive 
among  dealers  to  build  a  coherent  biflj:  k 
image.  Infiniti,  for  example,  requirespj);? 
its  dealerships  to  follow  the  same  aipi^l 
tectural  design,  featuring  Japanese-s)4-jai 
wood-and-paper  screens.  Carmalfct 
have  "lost  millions,  and  I  emphasize  jjtij 
lions,  in  brand  identity  by  letting  deait  i 
put  up  different  buildings  across  ^es 
country,"  says  William  R.  Bruce,  IrjHifoi 
ti's  vice-president  and  general  manasis( 

Of  course,  there  are  limits  to  the  rU  riij 
ber  of  marketing  lessons  carmakers  a  ij 
learn  from  the  folks  who  sell  shaniO  nji 
or  cookies.  Cars,  after  all,  can't  be  ri<  jj 
signed  overnight.  Customers  don't  sn 
ally  shop  for  autos  on  impulse,  and  e;  jft, 
can't  afford  to  make  $13,000  mista&Vie^ 
On  the  other  hand,  consumers  I'V^, 
more  affection  for  their  cars  than  ?o  i 
most  other  purchases.  "People  cn'  .-dj 
take  pictures  of  their  Big  Macs,"  |i 
GM's  Guarascio.  Carmakers  are  selliif  [, 
product  that  Americans  adore.  Ya' 
think  it  would  be  a  little  easier.  jj 
By  James  B.  Treece  and  Wendy  Zellnoi 
Detroit,  with  Walecia  Konrad  in  New  jf 
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Commentary/ by  James  B.  Treece 


DEALING  WITH  A  CAR  DEALER  SHOULDN'T  BE  SO  DEMEANING 


E 


aster  repairs.  Spiffy  showrooms. 
Loaner  cars"  when  vehicles  are 
in  the  shop.  Caring  salespeople, 
thday  cards.  Friendly  receptionists. 
!Tiese,  some  car  dealers  believe,  are 
ways  to  satisfy  their  customers, 
jy  might  as  well  be  polishing  the 
jcaps  on  a  jalopy.  For  all  their  ef- 
ts to  make  customers  happier,  nei- 
r  dealers  nor  auto  makers  are  will- 
to  address  the  core  of  car  buyers' 
satisfaction:  the  suspicion  that 
y're  being  ripped  off.  Car  shoppers 
)W  that  anywhere  they  go,  list 
;es  are  going  to  be  as  padded  as  a 
ghtlifter  on  steroids,  and  they'll 
e  to  haggle.  "We've  got 
egalized  con  game  out 
re,  in  some  ways,"  says 
hard  D.  Recchia,  execu- 
!  vice-president  at  Mitsu- 
li  Motors  Corp. 
•ther  auto  makers  share 
ichia's  irritation.  Despite 
ir  sophisticated  new 
•keting  approaches,  car- 
eers have  little  control 
r  the  buyer's  experience 
he  point  of  sale.  On  the 
face,  that's  not  much 
'erent  from  the  chai- 
se facing  marketers  of 
;hpaste  or  televisions, 
where  a  toothpaste  or 
buyer  might  shrug  off 
rpaying  by  40  or  $40,  a 
buyer  is  less  sanguine 
ut  being  taken  to  the 
i  of  $400.  And  shoppers 
t  feel  comfortable  in  a 
ermarket  enter  a  car 
swoom  as  if  they  were 
iping  into  a  war  zone 


■re  they'll  have  to  do  battle. 
Dme  shoppers  enter  the  fray  armed 
1  invoice  printouts  from  Consumer 
oris  or  with  advice  from  an  array 
nanuals  on  negotiating  car  prices, 
ers  hire  mercenaries — car  brokers, 
'  promise  to  use  their  skills  to  get  a 
er  price  than  a  mere  amateur 
d.  Such  stratagems  are  popular  be- 
56,  after  all,  Americans  don't  want 
aggie,  right? 

AAR  WORLD.  Except  when  they 
t  to.  Americans  shopping  for  elec- 
ic  goods  or  major  appliances  can 
to  Glitzy's  Department  Store  and 
the  price  on  the  tag,  or  to  Wacky 
ly's  Warehouse  and  try  to  talk  it 
n.  And  many  car  shoppers  want  to 
ie-trade  before  they  have  picked 


out  their  new  car.  The  buyer  has  this 
trade-in,  see,  which  clearly  is  worth 
more  than  the  dealer  is  offering — ^just 
get  a  load  of  that  baby's  interior  . . . 

So  for  all  that  Americans  claim  to 
hate  haggling,  they're  partly  responsi- 
ble for  the  souklike  atmosphere  at 
dealerships.  Carmakers  have  tried  sim- 
ply offering  lower  prices.  When  Gener- 
al Motors  Corp.  introduced  its  GMIO 
coupes  last  year,  it  offered  a  low  stick- 
er on  the  Buick  Regal  and  a  higher 
price,  but  with  rebates  almost  immedi- 
ately, on  the  Oldsmobile  Cutlass  Su- 
preme. The  Regals  languished  on  the 
lots,  while  the  Oldsmobiles — similar 


cars  at  comparable  prices — sold  at  a 
steady  clip. 

Still,  the  car  bazaar  is  largely  the 
creation  of  Detroit  and  its  dealers.  Just 
like  department  stores,  Detroit  has 
taught  drivers  to  expect  a  sale.  Chrys- 
ler Vice-Chairman  Gerald  Greenwald 
admits  that  carmakers  pad  their  price 
tags  to  limit  the  margin  damage  they'll 
suffer  later,  when  they  offer  rebates. 

Carmakers  complain  that  dealers  are 
sullying  the  industry's  reputation,  but 
manufacturers  do  their  part  to  flum- 
mox the  customer,  too.  American 
Honda  Motor  Co.  refused  to  let  its 
Acura  dealers  set  up  showrooms  next 
door  to  a  Honda  store.  That  was  partly 
to  help  build  a  distinct  brand  image  for 
Acura.  But  it  also  kept  Honda  shop- 


pers from  easily  learning  that  they 
could  get  the  supposedly  more  presti- 
gious Acura  Integra  for  less  money 
than  some  Honda  Preludes. 
SOMETHING  EXTRA.  The  marketplace 
should  offer  a  choice  to  those  consum- 
ers who  don't  want  to  play  the  indus- 
try's various  shell  games.  Some  car 
buyers  wouldn't  mind  paying  the 
tagged  price,  or  maybe  even  more,  if 
they  felt  that  they  were  getting  some- 
thing extra  in  the  deal.  That  might  be 
superior  service,  with  a  promise  of  a 
free  loaner  vehicle  if  their  car  needs 
repairs,  or  even  being  treated  with  a 
little  respect  in  the  showroom.  Instead, 
they  have  almost  no  choice: 
All  dealers  claim  to  com- 
pete on  price.  And  they 
don't  even  do  that  well,  giv- 
en the  typical  car  buyer's 
suspicion  that  the  dealer  is 
trying  to  take  him  for  more 
than  one  kind  of  ride. 

The  system  needs  to 
change.  But  over  the  years, 
states  passed  laws  to  pro- 
tect dealers  from  carmak- 
ers, and  those  laws  now  de- 
fend the  status  quo  against 
retailing  innovation.  Manu- 
facturers, preferring  the 
loyalty  of  small  dealers, 
have  resisted  the  rise  of 
superdealers  who  are  big 
enough  to  carve  out  brand 
images  for  themselves.  But 
keeping  dealers  weak  is  sil- 
ly. "Bloomingdale's  can  be 
famous,  and  it  doesn't 
harm  the  dressmaker  who 
sells  dresses  there,"  notes 
Sidney  J.  Levy,  chairman  of 


the  marketing  department  at  North- 
western University's  Kellogg  School. 

It  won't  be  easy  for  dealers — or  any- 
one else — to  unlearn  the  ways  cars 
have  been  sold  for  more  than  40  years. 
Dealers  will  have  to  stop  their  constant 
hawking  of  supposedly  low  prices  and 
develop  new  retailing  strategies  that 
respect  the  buyers'  intelligence.  Manu- 
facturers will  have  to  relinquish  some 
of  their  power  over  dealers.  And  buy- 
ers will  have  to  stop  demanding  big 
bucks  on  their  trade-ins  if  they  want 
dealers  to  stop  inflating  the  price  of 
the  car  on  the  lot.  But  those  who  are 
willing  to  change  will  ultimately  win 
the  customer-satisfaction  sweepstakes. 
Only  then  will  buying  a  car  be  as  plea- 
surable as  driving  off  in  one. 


TORY 
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It's  90° 
90% 
humidity 
outside 
and  your 
building's  air 
conditioning 
just  went 
down. 
What  do 
you  think? 


DAVID  HINSON  IS  STRETCHING 
MIDWAY'S  WINGS 


He  placed  a  $900  million  order  for  37  McDonnell  Douglas  jet  M 


After  a  loud  hum  and  a  small  jerk 
to  the  right,  the  133-passenger 
McDonnell  Douglas  jet  is  sud- 
denly racing  down  the  runway  of  the 
Long  Beach  (Calif.)  airport.  Within  min- 
utes, the  plane  levels  off  at  30,000  feet, 
its  nose  heading  toward  Chicago.  As  the 
"No  Smoking"  signs  click  off,  the  dark- 
suited  man  at  the  controls  scrambles  out 
of  the  cockpit  with  all  the  enthusiasm  of 
a  kid  who  has  just  learned  to  ride  a  bike 
without  training  wheels.  Beams  Captain 
David  R.  Hinson:  "How  am  I  doing?" 

Not  bad,  for  a  CEO.  But  Hinson,  the 
former  full-time  airline  pilot  who  now 
runs  Midway  Airlines  Inc.,  has  pulled  off 
a  much  more  impressive  performance 
back  at  headquarters.  Almost  grounded 
by  heavy  losses  in  the  early  1980s,  Chi- 
cago-based Midway  has  cruised  in  the 
black  on  an  operating  basis  ever  since 
Hinson  took  the  controls  in  1985.  While 
Midway's  1988  revenues  of  $412  million 
make  it  a  sparrow  in  skies  increasingly 
ruled  by  airline  hawks,  the  company's 
dominance  at  Chicago's  close-in  Midway 
Airport  has  helped  it  become  one  of  only 
three  startup  jet  carriers  to  survive  air- 
line deregulation. 

Now,  Hinson,  56,  is  pushing  hard  for 
growth.  In  late  March,  he  announced  a 
$900  million  order  for  37  McDonnell 
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(oin 


fele 


Douglas  Corp.  MD-80  jets,  with  op 
on  an  additional  37  aircraft.  He  rec< 
unveiled  the  carrier's  first  nations 
campaign  and  began  offering  coai 
coast  travel  with  flights  between 
York  and  Los  Angeles.  On  May  31, 
son  bid  $200  million  for  the  Philade 
hub,  some  Boston  facilities,  and  twd 
nadian  routes  of  bankrupt  Eastern  ^ 
Lines  Inc.  "As  we  mature  and  be( 
larger,  decisions  about  where  we 
the  airline  become  more  critical, 
says.  "The  large  carriers  can  make 
mistake  and  survive.  We  can't." 
GATEKEEPER.  Buying  a  new  hub  mK' 
sense,  as  Midway  Airport  won't  be  Ihj  - 
enough  to  accommodate  the  airline' le  jj 
pected  growth  in  the  next  few  yilf); 
But  Eastern,  which  wants  cash  quwPe 
has  already  agreed  to  sell  its  Phip> 
phia  and  Canadian  routes  to  uSAirjfl'  te 
for  $85  million.  Chances  are  Hinsor^ 
start  searching  for  another  hub.    y  \ 
It's  easy  to  see  why  he  wants  grcrt  ifj 
Aggressive  expansion  by  fare-slasii , 
Southwest  Airlines  Inc.  is  pine: 
yields  on  Midway's  key  Chicago-D(; 
route.  With  46  daily  nonstops,  2 
which  go  to  Detroit  for  as  little  as 
Southwest  has  in  four  years  becomitl  _  ], 
second-biggest  carrier  at  Midway  p  j, 
port.  Hinson's  grip  on  22  of  the  airpp;  t. 
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gates  has  helped  contain  Southwest, 
the  Texas  airline's  new  hubs  in  St. 
lis  and  Detroit  could  start  shaving 
(way's  profits. 

&TRICIDE.'  That's  the  last  thing  Hin- 
needs.  Although  revenues  have 
•e  than  doubled  since  he  took  control, 
way's  profits  have  been  erratic.  Last 
r,  it  reported  net  income  of  $6.5  mil- 
— a  drop  of  $12.1  million  from  1987. 
decline  was  mainly  because  of  low 
( Stability  on  new  routes  and  stiff 
ipetition  from  larger  airlines'  "triple- 
sage"  promotions.  With  those  prob- 
3  out  of  the  way,  1989's  first  quarter 
ight  record  earnings  of  $2.9  million. 
Wall  Street  remains  wary.  While 
way's  share  price  has  climbed  rough- 
3%  in  the  past  year,  to  about  15,  over 
past  24  months  its  stock  has  under- 
brmed  the  merger-charged  airline  in- 
;ry.  And  it  still  hasn't  reached  its 
■  high  of  1778. 

)me  outsiders  think  Midway  is  vul- 
ible  to  a  raider.  Unless  Hinson  be- 
developing  a  second  hub,  he  may 


MEET  MIDWAY'S 
MR.  EXPANSION 


85  Hinson,  brought  in  to  rescue  floundering  Mid- 
y,  cuts  10%  of  flying  staff  and  scraps  first-class- 
y  service,  stuffing  more  seats  in  each  plane 

^B6  With  an  82%  increase  in  passenger  traffic, 
s  company  in  the  black  for  first  time  since  1982; 
ams  $9  million 

17  Buys  commuter  airline  Fischer  Brothers  Avia- 
1  to  feed  passengers  to  Chicago's  Midway  Airport 
n  19  U.S.  cities 

\\  a  Expands  system  by  2 1  % ,  adding  eight  new 
js,  but  net  income  plunges  65%,  to  $6.8  million 

19  Announces  plans  to  buy  nearly  $900  million 
ew  aircraft;  inaugurates  coast-to-coast  service; 
;  for  Eastern's  Philadelphia  hub 

DATA.  BW,  COMPANY  REPORTS 


little  choice  but  to  sell  Midway  to  a 
lly  expanding  upstart  like  South- 
er America  West  Airlines  Inc.  or  to 
ger  airline  that  wants  a  major  pres- 
in  Chicago.  "There's  a  bit  of  fratri- 
going  on  between  the  smaller  carri- 
ike  Midway  and  Southwest,"  notes 
er,  Peabody  &  Co.  analyst  David  G. 
ister.  "So  the  main  benefit  of  small 
ers  teaming  up  is  they  would  quit 
leting." 

:tison  seems  tailor-made  to  handle 
:hallenge.  After  graduating  with  a 
iiess  degree  from  the  University  of 
lington,  the  Muskogee  (Okla.)  na- 
coined  the  Navy  for  a  four-year  tour 
fighter  pilot,  then  flew  commercial 
IS  for  Northwest  and  United.  In 
he  landed  as  director  of  flight 
ling  at  West  Coast  Airlines,  where 
;g  T.  Tague — who  would  later  found 


Midway — was  general  manager.  After 
10  years  at  the  company,  then  owned  by 
billionaire  Howard  Hughes,  Hinson  left 
to  service  and  sell  general  aircraft. 

He  stumbled  onto  Midway  in  the  late 
1970s,  when  Tague  invited  him  to  invest 
in  and  become  a  director  of  a  startup 
airline  modeled  after  Southwest's  high- 
frequency  schedule  out  of  Dallas'  aging 
Love  Field.  Tague,  who  would  become 
the  new  airline's  vice-chairman,  figured 
a  similar  strategy  would  work  at  aban- 
doned Midway.  'The  airport  is  only  20 
minutes  from  downtown,  much  closer 
than  O'Hare  International  Airport. 

Early  on.  Chairman  Arthur  C.  Bass 
made  Midway  an  all-business-class  carri- 
er with  four-abreast  seating  and  free 
drinks.  But  not  enough  high-fare  busi- 
ness passengers  switched  to  Midway  to 
compensate  for  the  smaller  number  of 
seats  on  the  planes,  which  led  to  operat- 
ing losses  of  $23.9  million  in  1983  and 
1984.  Bass,  now  chairman  of  Cooper 
Cos.,  was  shown  the  door  in  1985. 
Enter  David  Hinson,  who  had  been 
quietly  acting  as  a  director  for  six 
years.  His  first  prescription  as  cor- 
porate doctor  was  laying  off  10%  of 
Midway's  flying  staff  to  cut  costs. 
Within  three  months,  Hinson  had 
also  begun  scrapping  the  all-busi- 
ness-class strategy'  and  adding  con- 
ventional coach  seating  to  Mid- 
way's planes.  The  19%  increase  in 
seats  on  its  DC9s,  the  easing  of  air 
traffic  restrictions,  and  the  growth 
of  Air  Florida  Inc. — acquired  just 
before  Bass's  ouster — helped  Mid- 
way yield  a  small  operating  profit 
for  the  first  time  since  1982. 
SUITING  DOWN.  Although  Hinson 
comes  across  as  rather  buttoned- 
down,  he  isn't  stuffy.  At  an  an- 
nouncement in  April  to  name  Mid- 
way the  official  airline  of  the 
Chicago  White  Sox,  the  team's  own- 
ers arrived  in  dark  business  suits, 
but  Hinson  showed  up  wearing  a 
White  Sox  jacket  and  baseball  cap. 
Away  from  the  oflfice,  friends  describe 
him  as  a  spirited  tennis  player.  When  he 
was  a  guest  several  years  ago  at  a  re- 
treat held  by  the  Conquistadores  del 
Cielo,  a  group  of  100  top  aerospace  exec- 
utives, the  Midway  chief  wasn't  content 
just  to  mingle  and  enjoy  the  scenery:  He 
was  too  busy  winning  the  group's  tennis 
tournament. 

Given  the  current  airline  environment, 
Hinson  must  be  equally  aggressive  at 
the  office.  While  he  probably  won't  get 
Eastern's  Philadelphia  assets,  the  early 
results  from  his  assault  on  the  West 
Coast  are  encouraging.  In  fact,  by  next 
spring,  he  expects  to  be  offering  service 
to  San  Francisco  and  San  Diego.  And  if 
he's  lucky,  he  might  even  get  to  fly  a 
few  of  them  himself. 

By  James  E.  Ellis  in  Chicago 


THINK 


Your  local  authorized  LINC 
Service®  Contractor  can  solve 
almost  any  emergency  service 
problems — and  show  how  LINC 
Service®  can  help  to  prevent  prob- 
lems from  happening  again , 

LINC  Service®  is  a  unique 
preventive  maintenance  program 
designed  to  keep  your  building's  air 
conditioning  system  in  peak  opera- 
ting condition.  Through  special  LINC 
Service®  features  like  system 
analysis,  component  testing,  and 
computerized  maintenance  schedu- 
ling, problems  are  solved  before  they 
ever  become  problems.  The  result? 
Air  conditioning  systems  that  run 
reliably,  efficiently  and  affordably. 

And  LINC  Service®  is  available 
for  a  conveniently  affordable,  fixed 
monthly  fee.  Just  think,  no  more 
surprises  in  your  building  or  on  your 
bottom  line! 

So  this  summer,  THINK  LING® 
and  quit  sweating  over  your  build- 
ing's air  conditioning  problems. 

For  the  name  of  the  LINC  Service® 
Contractor  nearest  you,  call 

800-638-2000 

(in  Maryland,  800  831-4300} 
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HOUSING  I 


THE  'REVEREND  JACK'  BELIEVES 
NOW  HE  HAS  TO  DELIVER 


Kemp  is  crusading  for  a  new  'war  on  poverty'  with  a  decidedly  conservative  arsenal 


U; 


nder  a  steamy  tent  in  LeClaire 
Courts,  a  down-at-the-heels  Chica- 
go housing  project,  the  man  they 
call  "the  Reverend"  is  booming  his  mes- 
sage of  hope  to  several  hundred  poor 
black  tenants.  "We  can't  give  up,"  he 
says,  his  raspy  voice  echoing  across  the 
courtyard.  "Like  Nehemiah,  we've  got  to 
look  forward.  There  will  be  slandering, 
gossiping.  But  we've  got  to  keep  our 
hand  on  the  plow." 

Jesse  Jackson  doing  a  little  sermoniz- 
ing on  home  ground?  It  could  be,  except 
that  the  speaker  is  white,  conservative, 
and  an  emissary  of  George  Bush.  The 
orator  is,  in  fact,  former  New  York  Rep- 
resentative Jack  F.  Kemp,  President 
Bush's  surprise  pick  as  Housing  &  Ur- 
ban Development  Secretary.  Since  Kemp 
landed  the  hud  job,  the  53-year-old  for- 
mer All-Pro  quarterback  hasn't  spent 
much  time  in  Washington.  Instead, 
Kemp  seems  to  have  picked  up  where 
his  failed  1988  Presidential  campaign 
left  off.  He's  hit  the  road,  visiting  proj- 
ects such  as  LeClaire  Courts  and  St. 
Louis'  notorious  Cochran  Garden. 


Considering  Kemp's  stress  on  self-reli- 
ance over  federal  assistance,  you  might 
expect  that  he'd  get  a  chilly  reception 
from  disillusioned  representatives  of  the 
urban  poor.  After  all,  ghetto  activists 
have  seen  many  a  HUD  Secretary  visit 
their  blighted  landscape,  take  the  obliga- 
tory tour  with  cameras  in  tow,  and  dis- 
appear, never  to  be  heard  from  again. 
■AMERICAN  DREAM.'  Kemp,  whom  LeClair 
Courts  residents  dubbed  "Reverend 
Jack"  in  tribute  to  his  ardent  proselytiz- 
ing, vows  that  things  are  going  to  be 
different  this  time.  And  so  far,  his  opti- 
mism seems  to  be  contagious.  "Jack  is 
really  departing  from  the  mainstream," 
says  Robert  Woodson,  head  of  the  Na- 
tional Center  for  Neighborhood  Enter- 
prise and  a  black  self-help  advocate.  "He 
is  making  it  clear  that  his  priority  is 
poor  people." 

Indeed,  it's  hard  not  to  be  swept  up  by 
the  HUD  chief's  soaring  calls  for  "a  new 
war  on  poverty,"  even  if  it  includes  a 
distinctly  different  strategy  from  the 
last  one.  Kemp  aims  to  sell  off  public 
housing  to  tenants,  rather  than  to  build 


more  units.  He  wants  to  spur  investn 
in  inner  cities  through  tax  breaks 
stead  of  direct  spending.  And  in  the  j 
of  a  tight  budget,  he  is  encouraging 
unteer  groups  and  public-private  p 
nerships  to  take  the  initiative  in  revit 
ing  urban  neighborhoods  (table).  [ 

"That  is  the  American  Dream — ow'*! 
ship,"  says  Kemp,  sitting  in  a  panii(. 
HUD  office  decked  out  with  a  menora.h 
portrait  of  Martin  Luther  King  Jr.,  ac 
other  gifts  that  serve  as  icons  of  irou 
sion.  "I  know  this  program  will  worii 
we  can  develop  this  indigenous,  erjje- 
preneurial  spirit."  | 

The  stakes  are  enormous.  If  Kerfs 
market-oriented  policies  for  tack|||: 
homelessness,  urban  blight,  and  the  jiric 
of  affordable  housing  are  successf*-- 
something  many  experts  question-tie 
will  win  more  than  praise  for  bein  ;'. 
good  HUD  Secretary.  He  also  would  ro- 
vide  a  substantial  boost  to  Republari 
efforts  to  woo  away  as  much  as  lO/O. 
the  black  vote  from  Democrats,  bt: 
Kemp's  still-smoldering  Presideriai 
hopes  would  gain,  especially  if|ho 


THE  IHITIATIVES 
KEiyiP  IS  PUSHING 

 HOMELESSWESS 

He  seeks  $746  million  for  shelters,  in- 
cluding government  property  that  cott] 
serve  as  temporary  housing.  He  also 
wants  $50  million  to  help  promising 
state  and  local  shelter  programs. 

AIFORDABLE  HOUSING 


He  backs  a  $4.1  billion  bill  sponsored  I 
Senators  Alfonse  M.  D'Amato  (R-N.Y. 
and  Alan  Cranston  (D-Calif.)  that  woul 
subsidize  low-  and  moderate-income 
housing  and  let  first-time  homebuyers 
tap  their  tax-deferred  savings  account! 
for  downpayments. 

ENTERPRISE  ZONES 


KEMP  IN 
BOSTON: 
ENCOUItA4;lN0i 
OWNEliSHlii  . 


He  wants  legislation  authorizing  70  en' 
terprise  zones,  through  which  tax      'j  | 
breaks  would  go  to  businesses  that  lo-  *'■ 
cate  in  distressed  neighborhoods.  Cos 
to  the  Treasury:  about  $150  million. 
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is  successful  in  his  early  attempts  to 
play  a  broad  role  in  shaping  the  Bush 
Administration. 

In  some  ways,  it  will  be  easy  for 
Kemp  to  look  good  in  his  initial  months 
in  office.  He  succeeds  the  somnolent 
Samuel  R.  Pierce  Jr.,  whose  eight-year 
fling  with  invisibility  at  HUD  earned  him 
the  handle  "Silent  Sam."  Now,  Pierce 
has  become  embroiled  in  a  growing  con- 
troversy triggered  by  a  HUD  inspector 
general's  probe  started  last  year.  The 
investigation  concluded  that  some  top 
HUD  officials  used  a  housing  rehabilita- 
tion program  to  steer  lucrative  contracts 
to  political  allies. 

BRICKBATS  AND  KUDOS.  At  a  blistering 
May  25  congressional  hearing.  Pierce 
told  skeptical  members  of  a  House  sub- 
committee on  government  operations 
that  he  was  unaware  aides  had  used  the 
program  to  dole  out  political  favors.  In 
one  case,  a  client  who  retained  the  con- 
sulting firm  of  Charles  Black,  Kemp's 
former  campaign  manager,  raked  in 
some  big-bucks  awards.  "All  we  did  was 
take  a  client  and  help  coach  them 
through  the  bureaucracy,"  Black  says. 
"Nobody  has  done  anything  wrong." 

Members  of  the  committee,  which  con- 
tinues to  investigate  the  matter,  do  not 
feel  that  the  involvement  of  Black,  Man- 
afort.  Stone  &  Kelly  has  in  any  way 
compromised  Kemp.  In  fact,  Kemp  won 
plaudits  for  shutting  down  the  suspect 
program  and  instituting  new  audit  safe- 
guards. "I'm  satisified  that  it's  cleaned 
up,"  says  Kemp. 

His  rapid  response  to  the  hud  scandal 
is  typical  of  Kemp's  energetic  approach. 
But  despite  his  version  of  Reverend 
Kemp's  Traveling  Medicine  Show,  not 
everyone  is  impressed.  "Local  people  are 
always  going  to  show  up  when  a  nation- 
al official  comes  into  their  neighbor- 
hood," says  Jesse  Jackson.  "We  need  an 
urban  policy,  not  an  urban  tour."  Kemp 
counters  that  he  does  have  a  policy — 
just  one  that's  a  lot  different  from  the 
traditional  one.  "I  cannot  match  the  Left 
in  redistributing  income  . . .  and  hud  is 
not  going  back  into  the  housing-con- 
struction business,"  he  says. 

Instead,  Kemp  plans  to  make  greater 
use  of  a  partnership  approach  used  only 
sparingly  so  far.  At  a  recent  stop  in 
Detroit,  Kemp  praised  developers  of  a 
shiny  new  19-story  residential  and  retail 
complex  near  the  downtown  area,  hud 
provided  the  leverage  for  the  $69  million 
project  with  just  $6.5  million  in  grants. 
The  rest,  Kemp  proudly  says,  came  from 
local  companies  and  tax-exempt  bonds. 
Such  efforts  have  even  won  approving 
murmurs  from  former  advisers  to  Dem- 
ocratic Presidential  candidate  Michael 
Dukakis,  who  included  the  partnership 
idea  in  his  platform.  "Government  can't 


do  it  alone,"  says  Christopher  F.  Edley 
Jr.,  a  Harvard  law  school  professor  who 
was  Dukakis'  top  domestic  adviser  dur- 
ing the  campaign.  "You  have  to  harness 
the  entrepreneurial  skill  and  resources 
of  both  the  public  and  private  sectors." 

As  an  unabashed  promoter  of  supply- 
side  economics,  Kemp's  favorite  policy 
tool  is  the  tax  break.  He  is  pushing  leg- 
islation to  create  urban  tax  havens, 


called  "enterprise  zones,"  which  are 
posed  to  promote  development  by  o 
ing  business  reduced  tax  rates, 
generally,  the-  President  "recogn 
that  there  has  to  be  some  incentiv 
the  tax  code  directly  targeted  to  hou 
and  housing  opportunity,"  Kemp  sa 
But  not  even  a  raft  of  tax  breaks 
make  a  dent  in  the  nation's  intrac 
housing  problems.  That,  urban  exp 


THE  MAN  WHO'S  GIVING 
CHICAGO'S  PROJECTS  SOME  R-E-S-P-E-C- 


Ask  Vincent  Lane  about  life  in 
Chicago's  sprawling  public- 
housing  system,  and  watch  the 
wealthy  real  estate  developer  become  a 
fire-breathing  reformer.  "People  are 
sleeping  in  bathtubs  to  avoid  gunfire. 
There's  no  respect  for  life  in  some  of 
the  projects,"  says  Lane.  "Until  that 
changes,  you  can  forget  the  rest." 

Taking  on  the  drug  lords  and  gangs 
reigning  over  Chicago's  crumbling  pub- 
lic high  rises  is  more  than  just  tough 
talk  for  Lane,  47.  He's 
chairman  of  the  Chicago 
Housing  Authority  (CHA). 
And  since  taking  over  in 
1988,  he  has  cut  violent 
crime  13%  with  police 
sweeps,  security  check- 
points, and  curfews.  He 
has  also  shaken  up  CHA's 
torpid  bureaucracy  and 
pushed  tenants  to  take  on 
more  responsibility  for 
day-to-day  management. 
Housing  &  Urban  Devel- 
opment Secretary  Jack  F. 
Kemp  has  trumpeted 
Lane's  brassy  approach  as 
a  model  for  housing  nationwide. 

Lane's  tactics  have  created  some 
problems,  however.  The  American  Civil 
Liberties  Union  sued  him  for  alleged 
illegal  searches  and  other  violations. 
Lane  settled  the  suit  by  agreeing  to 
back  off  on  some  of  his  practices.  Also, 
his  crime-busters'  approach  doesn't 
tackle  a  tougher  challenge  confronting 
urban  housing  officials:  where  to  come 
up  with  the  cash  to  upgrade  and  ex- 
pand crumbling  government  housing? 
'ECSTATIC  Still,  Lane  has  made  dra- 
matic improvements  in  his  agency, 
which  two  years  ago  was  nearly  taken 
over  by  hud  because  of  inept  manage- 
ment and  financial  woes.  Gang  violence 
helped  push  vacancy  rates  as  high  as 
40%.  At  some  complexes,  janitors  trad- 
ed cleaning  services  for  sexual  favors. 
Lane  has  fired  or  reassigned  virtually 


all  top  managers  at  the  patronage- 
den  agency.  Richard  M.  Daley,  who 
cently  replaced  fellow  Democrat 
gene  Sawyer  as  mayor,  demonstrai 
his  support  by  keeping  Lane.  "H 
changing  an  agency  that  has  had 
vision  or  accountability,"  says  Dal 
"I'm  ecstatic." 

So,  apparently,  is  Kemp,  who  mist 
enly  called  Lane  a  fellow  Republicar 
a  recent  TV  spot.  Lane,  an  independe 
chuckles  when  asked  about  the  fj 
pas.  But  he  and  Ke^ 
aren't  that  far  apart  id 
logically.  A  longtime 
vate-housing  develoj 
who  earned  his  MBA  at 
University  of  Chicago, 
believes  federal  fund: 
isn't  a  panacea  for  impr 
ing  the  quality  of  pul 
housing.  "The  aver; 
American  thinks  that  m|lj 
ey  has  been  thrown  doai 
a  rat  hole,"  says  La?! 
"And  they're  right." 
LOOKING  UP.  Kemp 
Lane  also  share  otlt 
goals.  One  is  tenant  mjij 
agement.  Lane  has  already  cleared 
way  for  the  residents  of  the  615-i!^ 
LeClaire  Courts  to  handle  such  choa 
as  collecting  rent  checks.  He  hopes;^ 
launch  three  more  such  efforts  ^ 
year.  Another  mutual  objective  is 
ing  Lane  succeed:  In  January,  budj* 
strapped  hud  agreed  to  pump  $40  il 
lion  into  CHA  over  two  years.  !l 
The  money  is  maybe  a  quarterw 
what's  needed  for  capital  impne- 
ments  in  Chicago's  public  housing,  it 
for  the  agency's  145,000  tenaiS, 
things  are  looking  up.  "cha  had  b;» 
putting  the  game  on  us  for  so  lor,' 
says  Irene  Johnson  of  LeClaire.  "Lie 
is  willing  to  take  risks."  For  the  f<cs 
slugging  it  out  on  Chicago's  mearst 
streets,  Lane  is  offering  somethg 
that's  in  drastically  short  supply:  h(«. 

By  Brian  Bremner  in  Chulo 
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Why  build  a  printer 
you  can  stand  on,  when 
all  it  will  ever  carry  is 
a  full  office  workload? 

The  answer  is  reliability. 

We  built  the  best  track  record  in  the  industry 
by  demanding  a  lot  more  from  our  products 
than  you  ever  will.  OKIDATA  engineers  call  this 
"championship  specs."  Over  3  million 
OKIDATA  users  call  it  rugged  reliability.  And  it 
shows  in  the  quality  and  performance  of  every 
printer  and  modem  we  make. 

You  can  see  it  in  our  new  300  series  of  9-pin 
and  24-pin  printers.  Their  speed,  print  quality 
and  sheer  versatility  can  carry  a  ton  of  paper- 
work. With  day  in,  day  out  reliability. 
OKIDATA  wouldn't  have  it  any  other  way. 
Why  should  you? 

Call  1-800-OKIDATA  for  the  dealer  near  you. 


I  IDATA  is  a  registered  trademark  of  Oki  America,  Inc., 
tfque  deposee  de  Oki  America,  Inc. 


OKHWA 

an  OKI  AMERICA  company 

We  put  business  on  paper. 
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believe,  will  take  a  lot  more  federal 
spending  than  a  budget-conscious  Presi- 
dent Bush  seems  willing  to  tolerate.  Def- 
icit concerns  were  a  key  reason  that 
Kemp  lost  a  skirmish  with  the  Treasury 
Dept.  over  whether  to  extend  a  $3  billion 
tax  credit  designed  to  stimulate  invest- 
ment in  low-income  housing. 

Kemp  is  likely  to  have  trouble  squeez- 
ing money  out  of  Congress  as  well.  Un- 
der a  1987  law,  HUD  can  fix  up  apart- 
ments and  sell  them  to  tenants,  as  it  did 
in  selling  Kenilworth-Parkside  in  the 
capital  for  $1.  But  the  agency  expects  to 
spend  $29  million  renovating  the  464-unit 
project.  And  that  doesn't  include  the  un- 
told millions  it  will  cost  to  find  replace- 
ments for  the  sold  units,  as  required  by 
law.  Yet  Kemp  believes  the  program  is 
cheaper  to  society  than  leaving  commu- 
nities prey  to  "a  sense  of  despair,  hope- 
lessness, drugs,  crime,  and  gangs." 
GLAZED  EYES.  Kemp's  interests  go  well 
beyond  housing.  He  frequently — too  fre- 
quently, say  exasperated  White  House 
aides — pipes  up  in  Cabinet  meetings. 
And  he  has  been  known  to  cause  Bush's 
eyes  to  glaze  over  with  discourses  on 
economic  policy.  Kemp  is  a  noisy  critic 
of  Alan  Greenspan's  tight-money  policies 
and  has  called  the  Federal  Reserve 
Board  Chairman  on  several  occasions  to 
critique  monetary  policy.  The  HUD  chief 
has  also  joined  with  Administration 
hardliners  to  argue  against  subsidized 
grain  sales  to  the  Soviet  Union  and  with 
Council  of  Economic  Advisers  Chairman 
Michael  J.  Boskin  to  assail  the  toughen- 
ing of  Administration  trade  policy.  Has 
George  Bush  taken  umbrage  at  these 
Kempian  excursions?  "Nah,  the  Presi- 
dent's been  great,"  Kemp  says.  "For  in- 
stance, with  housing  starts  off  and  price 
indicators  stable,  you  could  make  the 
case  that  the  Fed  overreacted.  No  one's 
called  me  on  the  carpet.  Frankly,  I  think 
they  agree  at  the  White  House." 

That's  pure  Kemp.  Assertive.  Exuber- 
ant. And  utterly  self-assured.  Right 
now,  Kemp's  dynamism  and  political 
savvy  have  won  him  favorable  reviews, 
both  on  the  Hill  and  among  housing  ad- 
vocates. But  what  happens  a  year  from 
now  if  reporters  retrace  Kemp's  steps, 
revisit  rundown  areas  he  trekked  to,  and 
pronounce  them,  alas,  still  dumps? 

"That  stuff  is  predictable,"  Kemp 
sighs.  "I'm  not  going  to  worry  about  it. 
I'll  be  judged  by  this:  How  did  Kemp  do 
in  getting  his  legislation?  Is  there  any 
change  in  expectations  in  these  pockets 
of  urban  poverty?  Is  there  any  change 
in  the  reality  of  housing  and  jobs?  There 
will  be  things  to  measure  by.  If,  a  year 
later,  I'm  still  talking  about  enterprise 
zones,  and  there's  only  one  community 
in  the  country  that  has  moved  into  ten- 
ant management ..."  And  then  the 
ever-confident  Kemp's  voice  trails  off. 

By  Ron  Stodghill  II  in  Chicago 
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MEET  WALL  STREET'S 
NEW  BUGABOO:  CFIUI 
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The  agency  can  nix  foreign  takeovers  on  national  security  groui  nbei 


Tokuyama  Soda  Co.,  a  Japanese 
chemical  maker,  was  all  set  in  Jan- 
uary to  make  a  friendly,  $59  mil- 
lion acquisition  of  General  Ceramics  Inc., 
based  in  Haskell,  N.  J.  But  a  small  unit 
happened  to  have  a  classified  subcon- 
tract for  the  Energy  Dept.  for  heat-re- 
sistant ceramics  used  in  making  nuclear 
weapons.  That  caught  the  attention  of 
the  Committee  on  Foreign  Investment  in 
the  U.  S.  (CFIUS),  which  started  asking 
some  questions.  Tokuyama  Soda  soon 
withdrew  its  bid. 

CFIUS  is  one  of  Washington's  legions  of 
interagency  committees,  and  until  last 
August,  it  was  as  toothless  and  obscure 
as  any.  But  the  1988  trade  bill  changed 
all  that.  Eight  short  paragraphs,  known 
as  the  Exon-Florio  amendment,  gave  the 
President  the  power  to  just  say  no  to  a 
foreign  takeover  on  national  security 
grounds.  The  new  law  also  handed  CFIUS 
the  task  of  recommending  when  the 
President  should  nLx  a  deal. 
FEAR  ON  THE  STREET?  By  investigating 
what  used  to  be  private  transactions  be- 
tween consenting  companies,  CFIUS  is 
swiftly  taking  its  place  alongside  the  SEC 
and  IRS  in  its  ability  to  strike  fear  in 
Wall  Street  hearts:  Because  of  CFlus's 
new  role,  many  deals  are  suddenly  vul- 
nerable to  being  delayed,  blocked,  or 
worse,  unscrambled  long  after  they've 
taken  place.  As  a  result,  investment 
bankers  are  starting  to  cut  the  price 
tags  of  companies  whose  sale  to  foreign 
bidders  could  raise  a  national  security 
question. 

And  many  could.  Of  646  U.  S.  compa- 
nies acquired  by  foreigners  last  year  for 
about  $60  billion,  CFIUS  will  review  some 
100,  estimates  Peter  Rona,  chief  execu- 
tive of  IBJ  Schroder  Bank  &  Trust,  a  unit 
of  Industrial  Bank  of  Japan  Ltd.  Typical- 
ly, he  says,  they'll  be  little-known  com- 
panies that  have  about  $100  million  a 
year  in  sales  and  "interesting  technol- 
ogy" but  "have  run  out  of  capital." 

Senator  J.  James  Exon's  (D-Neb.)  in- 
spiration for  the  amendment  came  in 
1987,  when  he  went  to  President  Reagan 
to  protest  Fujitsu's  bid  for  Fairchild 
Semiconductor  and  Sir  James  Gold- 


smith's swipe  at  Goodyear  Tire  & 
ber.  The  White  House,  says  Exon, 
sponded  that  there  was  nothing 
President  could  do  short  of  declarir 
national  emergency. 

Both  takeovers  fizzled:  Fujitsu 
withdrew  its  bid  after  Fairchild  Semi 
ductor  Corp.'s  security  clearance 
under  question,  and  what  sharehoL 
say  was   "greenmail"   satisfied  C 
smith.  But  the  call  was  close  enoug 
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persuade  Congress  to  pass  the  billJi  -  Jt'i 
sponsored  by  Representative  Jami;j  »a; 
Florio  (D-N.J.),  giving  the  PresiAT  i 
and  CFIUS — new  power.  .^  ^it 

Companies  are  already  learning  tlr^esi 
they  call  in  CFIUS  early — and  most  M  ai 
55  cases  to  date  have  been  vf^'Jl'i 
teered — things  go  smoothly.  Gouldr--;ei 
an  Eastlake  (Ohio)  electronics  mak€|  -yer, 
proached  by  Nippon  Mining  Co.,  v^'-  atr; 
teered  to  first  divest  two  sensitive:|f«  *r  j 
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DOING  A  DEAL  WITH  FOREIGNERS? 
WHEN  TO  ALERT  THE  FEDS 


including  one  tiiat  makes 
iters  for  jet  fighters, 
t  a  divestiture  can  get 
J.  General  Ceramics  earned 
approval  only  by  agreeing 
;sign  an  American-owned 
any  its  classified  subcon- 
and  sell  it  the  related  assets, 
riven  Japanese  sensitivity  to 
)versy,  especially  over  nu- 
weapons,  it  is  not  clear  that 
'  'ama  still  wants  to  buy  Gen- 
eramics.  After  four  months, 
mber  of  issues  still  remain," 
Michael  DeMartini,  execu- 
/ice-president  of  Pacific  Alliance 
the  Los  Angeles  consultant  to 
ama  Soda. 

Street  is  concerned  that  this  type 
ced  divestiture  of  a  high-tech  divi- 
;ould  lower  a  company's  value, 
a  high-tech  division  might  be  hard 
arate  from  the  rest  of  the  compa- 
f  you  are  forced  to  sell  off  parts, 
you  are  willing  to  wait  and  get 


IF  YOUR  COMPANY... 


...has  classified  contracts  with  the  Defense  or  Energy  Depts.,  the 
Notional  Security  Agency,  the  CIA,  or  NASA 

...has  employees  with  security  clearances  for  classified,  secret, 
or  top  secret  information 

. .  .is  the  last  U.S.  producer  of  an  item  that  may  become  crucial  to 
the  defense  industry 

...does  no  defense  business,  but  has  cutting-edge  R&D  or  prod- 
ucts in  superconductors,  supercomputers,  carbon  fiber,  lasers,  or 
specialty  semiconductors 

...would  be  seen  by  the  public  as  related,  even  indirectly,  to  the 
national  security 

DATA:  TREASURY  DEPT.,  MUDGE  ROSE  GUTHRIE  ALEXANDER  &  FERDON 


Even  deals  that  CFIUS  ultimately 
0.  K.'s  can  become  more  difficult.  Take 
Monsanto  Co.'s  sale  of  its  silicon  wafer 
division — the  last  U.  S.  maker  of  this  ba- 
sic semiconductor  component — to  West 
Germany's  Heuls.  Monsanto  argued  that 
silicon  wafers  are  a  commodity  product. 
However,  Sematech,  a  government-fund- 
ed consortium  whose  mission  is  to  boost 
the  U.  S.  semiconductor  industry,  lobbied 


lue,  you  are  forced  into  a  bit  of  a 
ie,"  says  DeMartini.  Early  last 
U.  S.  investment  banker  was  try- 
^ell  a  munitions  unit  that  did  90% 
lusiness  with  the  U.  S.  Army  to 
.  S.  and  foreign  buyers.  "This 
would  tell  the  investment  bank 
waste  its  time  trying  to  find  a 
buyer,"  says  partner  Stanley 
1,  a  lawyer  at  Mudge  Rose  Guth- 
xander  &  Ferdon. 


to  block  the  sale,  with  its  chief  execu- 
tive, Robert  N.  Noyce,  making  a  two- 
hour  speech  to  CFIUS  members.  The  De- 
fense Dept.  even  offered  to  buy  half  the 
Monsanto  division,  but  no  U.  S.  company 
offered  to  buy  the  other  half  because  it 
was  unprofitable.  "The  issue  was  for 
Monsanto  to  close  it  or  to  sell  it  to  some- 
one who  would  build  it  up.  CFIUS  made 
the  reasonable  decision  that  it  would  be 
better  to  have  it  in  stronger  hands  than 


evaporate,"  says  a  Defense  Dept. 
source.  So,  CFIUS  allowed  the  sale 
to  Heuls. 

CFIUS's  job  also  extends  to  jaw- 
boning, just  short  of  setting  writ- 
ten conditions.  CFIUS  has  held 
extensive  conversations  with  for- 
eign acquirers  to  encourage  them 
to  support  U.  S.  research  and  de- 
velopment, to  maintain  domestic 
production,  and  not  to  export  to 
the  Soviets. 

Wall  Street  also  worries  that 
CFIUS  may  snarl  routine  financing 
from  abroad.  If  a  U.  S.  company 
borrows  from  foreign  banks  and  then 
defaults,  control  can  switch  to  the  credi- 
tors. With  more  financing  from  foreign 
banks,  this  is  a  legitimate  concern.  In- 
deed, many  high-tech  deals,  financed 
with  venture  capital,  give  debt  holders 
control  of  the  board  in  a  default.  Con- 
vertible debentures  present  a  more 
nightmarish  prospect:  If  enough  foreign- 
ers happen  to  hold  them  when  a  compa- 
ny's success  makes  it  profitable  to  swap 
them  for  common  shares,  control  passes 
quietly  into  foreign  hands. 
MARCHING  ORDERS.  Finally,  there  is  con- 
cern that  CFIUS  will  be  abused  as  the 
latest  takeover  defense.  International 
Banknote  Co.,  a  New  York  company 
with  classified  contracts  for  its  holo- 
gram technology,  asked  CFIUS  to  investi- 
gate when  it  was  under  proxy  attack 
from  a  Japanese  investor.  CFIUS,  without 
saying  why,  stood  aside,  as  it  did  with  a 
tulip-bulb  grower,  a  swimming  pool  com- 
pany, and  a  Maine  timber  owner.  "One 
can  expect  companies  under  hostile  at- 
tack to  try,  but  our  job  is  national  securi- 
ty," says  Stephen  J.  Canner,  staff  chair- 
man of  CFIUS  and  director  of  Treasury's 
Oflfice  of  International  Investment. 

CFIUS  was  created  in  1975  out  of  con- 
cern that  Arabs  were  buying  up  too 
many  U.  S.  companies.  But  all  the  com- 
mittee could  do  was  monitor  and  mutter. 
Now,  CFIUS  has  its  marching  orders.  It 
represents  eight  agencies  and  offices,  in- 
cluding two  heavyweights,  Treasury  and 
Defense.  Although  it  has  a  staff  of  only 
six  part-time  Treasury  professionals, 
CFIUS  can  tap  the  other  agencies'  re- 
sources. The  panel  has  30  days  to  decide 
whether  to  investigate  a  case  and  45 
days  to  make  its  recommendation.  Then, 
the  President  has  15  days  to  act. 

Treasury's  Canner  insists  that  CFIUS 
isn't  out  to  discourage  foreign  investors. 
This  "is  still  a  picnic  in  comparison  to 
buying  a  division  in  France,"  says  bank- 
er Rona.  But  by  brandishing  the  power 
to  kill  sensitive  deals,  CFIUS  is  putting 
the  world  on  notice  that  even  in  Ameri- 
ca, some  things  are  not  for  sale. 

By  Leah  J.  Nathans  in  New  York 
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^1  here  is  a  lot  to  be  said  for  a 
watch  that  can 
ip  to  a  classic 
Or  in  our  case, 
n  classic  dials. 
Let  us  begin,  as  few  other 
imakers  would,  with  the 
of  the  watch.  The  back  of  a 
t"  watch  has  the  same  mirror 
t  finish  as  the  front  bezel  - 
■suit  of  a  patented  process, 

MOBLIA 

RANTED  TO  JANUARY  1,2001 

aCK  HILLHAN 

ated  by  NASA,  that  com- 
the  durabiUty  of  titanium 
he  warmth  of  gold. 
Detaihng  on  a  Nobha*  watch 
confined  to  the  dial.  Some- 
as  insignificant  to  other 
makers  as  a  winding  stem  is 
full,  coin-edged  cabochon 
,  set  with  onyx. 
Vor  have  we  neglected  the 
>f  the  timepiece  that  don't 
ime.  Our  bands  are  fash- 


ioned only  from  genuine  lizard 
or  crocodile  or  peccary  (the 
finest  glove-grade  pigskin), 
and  even  the  narrowest  straps 
are  padded  and  finely 
stitched  for  comfort 
and  good  looks. 


(Bracelet  versions 
of  Spirit  watches 
are  joined  with  a 
jewelry  clasp  that  has 
been  engraved  with  the  makers 
mark,  a  sign  of  nothing  but  pride.) 

This  painstaking  approach 
to  watchmaking  reflects  an  era 
when  craftsmanship  was  a  given: 
when  the  moon 
wasn't  a  desti- 
nation; and  when  time  was 
measured  by  the  slow  sweep  of  a 
second  hand  over  Roman  numer- 
als on  a  mother-of-pearl  dial. 

But  unlike  its  mechanical 
forebearers,  a  Spirit  watch  is  water 


resistant  to  three  atmospheres 
(99  feet).  And  it  is 
equipped  w  ith  a 
quartz  movement 
so  accurate  it 
may  take  years 
before  the  loss  of 
*   even  a  few  seconds 

can  be  detected  by  its  owner. 

And  so  it  is  only  fitting 
that  a  timepiece  from  Noblia  be 
protected  by  the  most  remark- 
able warranty  of  our  time:  One 
that  lasts  until  the  year  2001.  * 
Upon  registration,  Noblia  owners 


personalized  gold  ^ 
card  embossed  with  their  name 
and  warranty  number.  Classic 
timepieces  were  always  designed 
to  last;  it  is  time  they  were  con- 
structed that  way. 


NOBLIA 

SPIRIT 


Warranted  to  the  Year  2001. 


B.  Altman  •  Bloomingdale's  •  Carson  Pirie  Scott  •  D.H.  Holmes  •  Emporium  Capwell  •  Foley's  •  Fortunoff 
G.  Fox  •  Garfinkels  •  Hecht's  •  Higbee's  •  J.W.  Robinson  •  Kaufmanns  •  Liberty  House  •  Lord  &Tavlor  •  Mary's 
Maison  Blanche  •  Marshall  Field  s  •  May  Company  •  May  D  &  F  •  Nordstrom  s  •  Rich  s  •  The  Broadway 


*For  details,  see  manufacturer's  warranty. 
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INVESTMENT  BANKING  I 


SAIDMON  JUST  CAN'T  IDSE 
—IN  TOKYO 


It  has  faltered  stateside — but  it's  on  a  hot  streak  in  Japan 


On  Wall  Street,  Salomon  Inc.  is  a 
slumbering  giant.  While  bravely 
pressing  forward  into  merchant 
banking  and  merger  activities  that  it  had 
previously  neglected,  this  trading-orient- 
ed powerhouse  has  yet  to  regain  its  lost 
profitability.  But  in  Japan,  Solly  has  be- 
come Tokyo's  largest  and  most  success- 
ful foreign  brokerage — and  it's  deter- 
mined to  stay  at  the  top  of  the  heap. 

In  contrast  to  the  difficulties  encoun- 
tered by  its  parent,  Salomon's  wholly 
owned  Asian  subsidiary,  Salomon  Broth- 
ers Asia  Ltd.,  has  thrived  in  a  notorious- 
ly tough  environment.  It's  easily  the 
most  profitable  U.  S.  brokerage  in  Ja- 
pan— and  has  been  for  three  straight 
years  (table).  The  firm  has  seen  its  staff 
in  Tokyo  rise  some  44%',  to  500  employ- 
ees, over  the  past  two  years.  Salomon 
Asia  Chairman  Deryck  C.  Maughan,  a 
former  official  at  the  Bank  of  England, 
predicts  that  the  Tokyo  office  may  hit 
600  by  the  end  of  next  year.  Solly  is  the 
only  U.  S.-owned  firm  to  have  a  perma- 
nent seat  in  the  Japanese  government 
bond  syndicate.  Some  rivals  carp  that 
Solly  is  a  token,  chosen  to  succeed  while 
other  foreign  brokerages  falter. 

Although  charges  of  favoritism  have 
been  denied  by  Salomon  and  Japanese 
government  officials,  there's  no  doubt 
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that  the  firm  has  substantial  local  clout. 
One  U.  S.  official  notes  that  "Salomon  is 
accorded  that  extra  degree  of  respect 
and  fear  that  Nomura  is  accorded  on  the 
domestic  side,"  and  that  the  Finance 
Ministry  "never  leaves  Salomon  out 
when  it's  considering  something  that  af- 
fects the  foreign  sector."  Salomon,  in 
fact,  is  the  lone  foreign  representative 
on  the  new  Tokyo  Financial  Futures  Ex- 
change Committee,  and  the  Finance  Min- 
istry recently  asked  the  firm  to  take 
part  in  a  group  that  will  draw  up  stan- 
dards for  new  financial  products.  To 
make  sure  that  local  relationships  keep 


SALOMON  LEADS 
THE  PACK  IN  JAPAN 


JAPANESE  PRBAX  PROFITS*       Millions  of  dollars 

SAIOMON  BROTHERS 

$53.0 

GOLDMAN  SACHS 

12.7 

FIRST  BOSTON 

7.2 

MORGAN  STANLEY 

5.8 

MERRILL  LYNCH 

1.0 

PRUDENTIAL-BACHE 

-0.2 

SMITH  BARNEY  HARRIS  UPHAM 

-0.2 

KIDDER  PEABODY 

-2.1 

SHEARSON  LEHMAH  HUHON 

-7.0 

*For  six  months  ending  Mar.  31 

DATA:  JAPAN  ECONOMIC  JOURNAL 
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running  smoothly,  Salomon  has  retasd 
as  advisers  Sumio  Hara,  former  diresor 
general  of  the  National  Tax  Adminisja- 
tion  Agency  and  ex-chairman  of  he 
Bank  of  Tokyo,  and  Makoto  Kurod  a 
former  trade  negotiator. 

Salomon's  Tokyo  triumph  comes  .  a 
time  when  other  foreign  brokers  Ij 
made  little  headway.  Although  22  j 
eign  firms  have  elbowed  their  way 
Tokyo's  bourse,  they  still  claim 
4.5?(  of  trading  volume.  Salomon  A| 
trading  of  Japanese  government  seij 
ties,  U.  S.  equities  and  Treasury  bo!i; 
and  more  recently,  Japanese  stocks  la; 
made  it  the  sole  American  challenge  tu 
Japan's  Big  Four  securities  firms.In 
Japanese  government  bond  dealing,  a 
omon  trails  only  the  top  quartet — Nc  : 
ra,  Daiwa,  Nikko,  and  Yamaichi.  t 
firm's  main  money-maker  is  trading  o 
its  own  account,  but  commission  reveut 
is  climbing. 

SCRATCHING  THE  SURFACE.'  A  hg 

'iush  in  Japanese  equities  since  Saloon 
;  )ined  the  stock  exchange  a  year  g'^ 
has  quintupled  its  Tokyo  trading  o. 
ume,  to  400  million  shares  monthljor 
29th  among  Japan's  269  securities  fiis. 
"I  believe  our  equity  business  will  bas 
big  as  our  bond  business,"  says  Majh- 
an.  "We're  just  scratching  the  surfer. " 
Salomon's  move  into  stocks  is  part  a 
response  to  the  start  of  trading  in  Jsan 
in  equity-futures  contracts  and  siriar 
products  in  which  Solly  has  exter.ve 
experience.  Chief  bond  salesman  Thi- 
haru  Kojima,  a  highly  regarded  maig- 
er,  is  directing  the  venture  into  stocs. 

Salomon's  strength  in  Tokyo  doeswt 
extend  to  the  lucrative  U.  S.-Japan  mg- 
er  business.  The  firm  sent  a  manang 
director  to  Tokyo  last  fall  to  put  sine 
fire  into  this  area,  but  the  results  Ive 
been  slim  so  far.  According  to  Maugan, 
his  people  are  only  involved  in  "eigl  to 
ten  modest  transactions."  Salomi's 
weakness  in  mergers  and  acquisitioij  in 
America  means  that  it  is  outside  the  bal 
flow  and  has  fewer  ideas  to  take  to  afH 
anese  clients.  "We  never  run  into  thiii, " 
says  one  U.  S.  merger  specialist  inro- 
kyo.  "In  fact,  we  bump  into  Japapsej^ 
investment  bankers  more  than  W(|do 
Salomon."  * 

Salomon  Asia  still  has  a  long  wa  to  t 
go  before  it  can  compete  in  every  a|naj^ 
with  the  Big  Four,  especially  Norlira, 
Securities  Co.  But  its  strengths  areftor 
to  be  taken  lightly — above  all  the 
carefully  nurtured  special  relatiorhip-^]p 
with   the  Japanese  establishment!  ''I 
don't  think  the  authorities  would  be^is; 
appointed  if  one  or  two  foreign  firmjiifi 
well  here,"  Maughan  says.  And  ifche 
past  is  a  prologue,  one  of  those  tvj  is 
likely  to  be  their  old  pal  Solly.  j 

By  Ted  Holden  in  IfyV' 


IBM  Wheelwriter  Typewriters 

Model  50  &  70  Series  II 


And  you  could  win 
some  of  your  own. 


Grand  Prize 

1989  Camaro  RS  Convertible 


you  want  to  get  on  track  to  higher  office  productiv- 
y,IB]Vl  has  your  Wheels— the  Wheelwriter  "  Series  II 
I ypewriters.  Test- drive  the  Wheelwriter  50  or  70  in 
)ur  own  office.  It's  free.  Discover  why  Buvers  Lahora- 
iry  Inc.  rated  the  Wheelwriter  50  an  "ideal  tool  lor 
ord  processing  and  statistical  typing,"  and  the 
h'heelwriter  70  the  "Most  Outstanding  Display- 
ised  Electronic  Typewriter"  of  the  year  "that  otters  a 
ide  range  of  excellent  word  processing  capabilities." 

Give  the  Wheelwriter  the 
green  light  and  vou  could  get  even 
more — up  to  a  $250.00  trade-in 
allowance  on  an  IBM  Correcting 
^'^"''^''iw  Selectric®  II  or  III  Typewriter. 


Plus,  when  you  choose  a  Supj)lies 
Agreement,  you  II  get  two  print- 
wheels  from  IBM  absolutely  fre«\ 

When  you  take  the  W  heelwriter  50  or 
70  for  a  spin,  you'll  be  eligible  to  win  the  Grand  Prize 
in  the  Test  Our  Wheels  Sweepstakes — a  1989  Camaro 
RS  Convertible.  2,500  First  Prize  wiiuiers  will 
also  receive  a  pair  of  stylish  Ray-Ban  Wayfarer 
sunglasses.  For  details  on  how  to  arrange  for  a  free 
test  and  complete  sweepstakes  information, 
contact  your  participating  IBM  Business  Partner — 

Authorized  Tvpewriter  Dealer  or   

call  1  800  lBM-7257,  ext.  176.*  But  Y'^~=i= 
hurry,  offer  ends  July  31, 1989.  ===^=  ~  = 


Wht'clwrilrr  ami  Selt'clric  are  registered  trademarks  of  International  Business  Marhines  (Corporation.  Wayfarer  is  a  rej^istered  trademark  of  Bausch  A  Lomh.  *No  test  neeessar\. 


BY  GENE  G.  MARCIAL 

STRIDE  RITE  MAY 
SOON  BE 
WALKING  TALLER 


When  Stride  Rite  announced 
on  May  1  that  it  was 
"amending"  its  shareholder- 
rights  plan — a  nice  way  of  saying  that 
it's  making  it  tougher  for  anyone  to 
raid  or  acquire  the  company — some- 
thing unexpected  happened.  Instead  of 
declining,  Stride  Rite  jumped  in  the 
next  two  days  from  40  to  43  a  share.  It 
now  trades  at  47. 

Stride  Rite,  a  leader  in  kids'  shoes 
and  casual  footwear — notably  the  Keds 
and  Sperry  Topsider  brands — says  that 
nobody  has  expressed  an  interest  in 
acquiring  it.  But  the  professionals  have 
sniffed  takeover  blood  and  are  scoop- 
ing up  shares.  They  may  be  on  the 
right  trail. 

A  New  York  investment  group  is  ex- 
pected to  file  a  13D  and  then  seek 
clearance  from  the  Federal  Trade  Com- 
mission to  buy  up  to  15%  of  the  13.5 
million  shares  outstanding,  according 
to  some  big  investors.  Two  influential 
institutions  already  own  big  chunks: 
FMR  Corp.,  the  holding  company  for  Fi- 
delity mutual  funds  and  investments, 
has  an  8.2%-  stake,  and  Citicorp's  asset- 
management  unit  owns  7.8%. 

The  New  York  group  made  an  offer 
last  year  for  a  sportswear  company 
but  lost  out  to  a  higher  bidder.  This 
time,  says  one  Boston  investment  man- 
ager, the  group  is  determined  to  go 
after  Stride  Rite,  whose  assets  are  esti- 
mated to  be  worth  more  than  $60  a 
share.  The  group,  which  started  buying 
shares  in  January  when  the  stock  was 
at  26,  now  owns  about  5%. 

Steve  Goldstein,  a  trading  strategist 
at  Knight-Ridder  Financial  Informa- 
tion, notes  that  from  its  trading  pat- 
tern, Stride  Rite  stock  is  "very  strong, 
with  some  high-volume  days  showing 
up  in  the  past  few  months."  There's 
nothing  to  indicate  that  its  strength  is 
likely  to  ebb  soon,  he  adds. 

Management's  May  1  plan  lowered 
the  ownership  threshold  from  20%-  to 
10%:  At  that  point.  Stride  Rite's  share- 
holder-rights plan  is  triggered.  The 
plan  gives  stockholders — other  than 
the  entity  acquiring  10%- — the  right  to 
double  their  holdings.  The  betting 
among  some  pros  is  that  Stride  Rite 
will  speed  up  its  stock-buyback  plan  as 
part  of  its  defense.  In  January,  the 
board  authorized  the  repurchase  of  2.2 


STRIDE  RITE 
STOCK  IS  MOVING  UP 


MAY  30 


DATA:  SlilDGE  INFORMATION  SYSTEMS  INC. 


million  shares,  b.ut  it  hasn't  bought  any 
shares  yet. 

Even  without  a  takeover,  the  stock 
still  may  be  undervalued.  Analysts  are 
forecasting  strong  earnings.  Estimates 
for  1989  range  from  $3.10  to  $3.40  a 
share,  and  $4  to  $4.40  for  1990,  up 
sharply  from  last  year's  $2.53. 

To  cut  costs.  Stride  Rite  last  year 
shut  down  its  money-losing  Overland 
Trading  unit,  which  sold  adult  foot- 
wear lines.  And  early  this  year,  it  un- 
loaded the  Herman  workshoe  division, 
another  loser.  The  company  has  about 
14,000  wholesale  customers  and  also 
has  262  retail  stores. 


SITTING  PRETTY 
AT  LADD 


With  the  economy  slowing  and 
the  housing  market  slump- 
ing, it  is  no  great  surprise 
that  the  demand  for  furniture  is  in  the 
cellar.  Manufacturers  have  cut  produc- 
tion, and  profit  margins  have  shrunk. 
Yet  the  stock  of  Ladd  Furniture,  one 
of  the  nation's  largest  furniture  com- 
panies, is  hitting  new  highs.  The  stock 
has  climbed  from  about  14  in  early 
April  to  nearly  18. 

Management  owns  some  40%  of  the 
stock,  so  any  takeover  is  remote.  But 
the  betting  is  that  a  leveraged  buyout 
by  management  is  in  the  cards.  One 
takeover  analyst  estimates  the  private- 
market,  or  breakup,  value  of  Ladd,  a 
maker  of  wood,  metal,  and  upholstered 
furniture,  at  $26  a  share.  Management 
recently  authorized  the  repurchase  of 
an  additional  1.5  million  shares,  or  8%. 

Why  would  management  do  an  LBO 
when  it  already  has  effective  control? 


One  good  reason  is  that  the  stocti 
cheap  relative  to  the  long-term  piih 
pects  of  the  company,  which  has  v^ 
little  debt  and  a  rising  cash  flow,  iv- 
eral  big  furniture  makers  have  gje 
private  through  management-led  Llk. 
The  deals  were  done  at  price-earni  js 
ratios  ranging  from  20  to  27.  Lac^ 
current  p-e  is  12.  First  Pacific  Ag- 
sors,  an  asset- value  investor,  o'p: 
5.6%,  and  Ruane  Cuniff,  another  ai 
player,  owns  2.7%.  With  these 
stakes,  management  could  swing  te 
LBO  quite  easily.  A  Ladd  spokesijlc 
said  management  is  examining  s(i(e 
options,  including  an  LBO,  to  get  ma- 
mum  value  for  its  shareholders.  L 


AN  UNDERGROUND  i 
STOCK  SURFACES 


You  may  have  missed  the  E|i- 
ronmental  Protection  Ageiy 
regulation  issued  last  Septliii- 
ber  requiring  the  testing  for  leak^lBf 
all  underground  fuel-storage  tanks^ 
1993.  But  savvy  Wall  Street  invests 
already  see  it  as  a  gold  mine  for  jfy 
Arizona  Instrument,  a  maker  of  mip- 
processor-controlled  analytical  ins||- 
ments.  The  company's  Soil  Sentryl^? 
it's  called,  is  specifically  designec|j£ 
measure  underground  contaminjjfe 
such  as  leaks  from  gasoline  taia. 
"Our  sensors  are  so  sensitive  that  tsy. 
detect  leaks  even  before  they  get  tdSjfSj 
serious  problems,"  says  President  # 
CEO  John  Hudnall.  , ; 

The  EPA  requirement  is  expecte(ite 
force  state  and  local  governmentiitor 
demand  more  stringent  testing  forla- 
derground  leaks.  Oil  companies,  ifti 
ports,  and  the  military  are  potentipjf! 
big  customers  for  Arizona.  One 
oil  company  and  two  military  basesft!-' 
ready  have  placed  orders,  say:  a; 
source  close  to  the  company. 

Arizona  Instrument's  sales  "shild 
rocket,  starting  in  the  third  quartelo^ 
this  year,  with  revenues  hitting  16 
million  in  1989  and  $25  million  by  he 
end  of  1990,"  figures  Steve  RabinotaJ 
managing  partner  at  Boston's  Celtlii 
Partners,  which  has  acquired  a  '5?'^ 
stake.  Sales  in  1988  were  $10  milk! 
This  year,  he  expects  the  companjto 
earn  50(t  a  share  and  $1.25  in  1990'/s. 
a  loss  in  1988.  Management  owns  T/" 
of  the  2.2  million  shares  outstancig, 
making  the  company  almost  takecpr- 
proof.  But  it  could  still  be  raided,  l)e- 
cause  the  stock  is  cheap  and  thereire' 
giants  that  could  make  alluringbf- 
fers,"  says  one  investor.  The  stockas 
risen  from  6  to  8  during  May.  * 
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YOUR  CORPORATE  POLICY. 


OUR  CORPORATE  POLICY 


ONLY  CONTINENTAL 
LETS  YOU  RESERVE  AND 
FLY  FIRST  CLASS  FOR  A 
COACH  TICKET 

The  corporate  policy  of  most 
companies  is  to  fly  you  at  tfie  lowest 
ovaibble  coacfi  fare.  But  it's  not 
always  easy  to  book  discount  fares 
for  a  business  tnp.  So  sometimes, 
you  have  to  fly  on  o  full  coach  fare. 
If  that's  the  case,  you  should  fly  on 
Continentol.  Because  our  corporate 


policy  IS  to  fly  you  first  class  for  a 
full  coach  ticket. 

Comfortable,  spacious  seats. 
Legroom.  Delicious  food.  Fine  wine. 
Good  service. That's  Continental's 
first  doss.  And  now  it's  all  yours 
for  a  full  coach  fare. 

It's  a  great  way  to  pamper 
yourself.  Not  to  mention  a  great 
business  advantage,  too. 

So  call  your  travel  agent  or 
Continental  at  800-525-0280.  And 
ask  for  the  full  coach  fare  that  lets 


you  fly  first  class.  It's  a  reservation 
you'll  be  very  comfortoble  with. 

Valid  for  OnePass*  members 
everywfiere  we  fly  in  tfie  mainland  U.S. 
except  between  Houston  Intercontinental 
or  Houston  Hobby  and  ttiese  cities: 
Boston,  Los  Angeles,  New  York  City/ 
LaGuordio,  Newark,  San  Francisco  or 
Washington,  D.C.  jOffer  valid  between 
Houston  Hobby  and  Newark.)  In  a  few 
3-class  widebody  aircraft,  your  full  coacfi 
fare  lets  you  fly  business  class.  Instant 
OnePass  enrollment  available  at  time  of 
reservation- 


Working  to  be  your  choice. 


CONTINENTAL 


'1989  Continental  Airlines,  Inc 


investments 
:  for  themselves 


We've  captured  the  essence  of  our  best- 
selling  business  books  on  tape  to  make  it 
easy  to  preview  and  review  their  innovative 
ideas  anytime,  anyplace.  There's  master 
communicator  Donald  Walton  detailing 
techniques  from  Are  You  Communicating? 
. . .  Al  Ries  and  Jack  Trout  driving  home 
concepts  from  two  of  their  positioning 
and  marketing  classics . . .  Philip  Crosby 
relaying  the  message  of  his  influential 
quality  and  management  books ... 
William  J.  O'Neil  of  Investor's  Daily 
passing  on  the  winning  ways  for 
good  times  and  bad  times  laid  out 
in  How  to  Make  Money  in  Stocks . . . 
and  more.  But  don't  let  your  eyes 
deceive  you.  These  tapes  are 
not  60-minute  readings  from 
the  books.  They're  original 
thoughts  and  comments  by 
the  authors— the  sound  of 
business  success,  taped 
direct  from  the  source. 
Sound  investments 
for  every  business 
person. 


I  ARE  YOU  COMMUNICATING?  •  Wnltoii 
Book:  0-07-068052-3,  $19.95  •  Tape:  0-07-068053-1,  $9.95 

I  HOW  TO  MAKE  MONEY  IN  STOCKS  •  O'Neil 
Book:  0-07-047760-4,  $21.50 'Tape:  0-07-047791-4,  $9.95 

I  TRIGGER  POINTS  •  Kami 

Book:  0-07-033219-3,  $17.95 -Tape:  0-07-033223-1,  $9.95 

MAXIMARKETING  •  Rapp/Collins 

Book:  0-07-051191-8,  $22.95  •  Tape:  0-07-051195-0,  $9.95 

BOTTOM-UP  MARKETING  •  Ries/Trout 

Book:  0-07-052733-4,  $19.95  •  Tape:  0-07-052734-2,  $9.95 

POSITIONING  •  Ries/Trout 

Book:  0-07-065264-3,  $21.50 -Tape:  0-07-065265-1,  $9.95 


■  QUALITY  IS  FREE  •  Crosby 
Book:  0-07-014512-1,  $29.95 -Tape:  0-07-014556-3,  $9.95 

■  QUALITY  WITHOUT  TEARS  •  Crosby 
Book:  0-07-014530-X,  $26.50 'Tape:  0-07-014557-1,  $9.95 

■  RUNNING  THINGS  •  Crosby 
Book:  0-07-014513-X,  $21.50 '  Tape:  0-07-014558-X,  $9.95 

■  THE  ETERNALLY  SUCCESSFUL  ORGANIZATION  •  Crosby 
Book:  0-07-014533-4,  $19.95  •  Tape:  0-07-014534-2,  $9.95 

■  LET'S  TALK  QUALITY  •  Crosby 
Book:  0-07-014565-2,  $19.95 -Tape;  0-07-014559-8,  $9.95 

■  HOW  TO  LEAVE  YOUR  JOB  AND  BUY  A  BUSINESS  g 
OF  YOUR  OWN  •  Peterson  S; 
Book:  0-07-049633-1,  $19.95  •  Tape:  0-07-049648-X,  $9.95  ^ 
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m  CASSONI  GET  OLIVETTI  OFF 
HE  SLIPPERY  SLOPE? 


argins,  profits,  market  share,  and  stock  price  are  sliding — and  1992  looms 


tound  about  10:30  p.m.,  when  Vit- 
torio  Cassoni  finally  gets  back  to 
his  downtown  Milan  apartment 
sr  a  typical  12-hour  day  running  Oli- 
ti,  Europe's  largest  maker  of  person- 
computers  and  office  equipment,  he 
•s  to  lose  himself  in  a  good  Robert 
ilum  thriller.  "I  was  embarrassed  to 
ait  I  liked  Ludlum  until  I  read  that 
■iner  U.  S.  Defense  Secretary]  Caspar 
inberger  was  a  big  fan,"  says  Cas- 
i,  stubbing  out  yet  another  Marlboro, 
hese  days,  it's  a  wonder  he  has  any 
3  to  read — or  even  smoke.  In  the 
r  since  Cassoni  returned  from  an  18- 
ith  stint  as  head  of  American  Tele- 
ne  &  Telegraph  Co.'s  computer  oper- 
ns,  the  46-year-old  executive  has 
stled  with  one  of  the  most  daunting 
in  Corporate  Europe:  revamping 
etti  to  arrest  a  sharp  drop  in  mar- 
i,  profits,  market  share,  and  stock 
9.  Last  month,  Olivetti,  the  flagship 
pany  of  Italian  industrialist  Carlo 
Benedetti,  reported  1988  net  profits 
254  million  on  $6.1  billion  in  sales,  a 
I  of  11%  and  way  below  the  record 
million  the  group  netted  in  1986. 
.ING  BARRIERS.  Beyond  its  eroding 
Dm  line,  Olivetti  faces  graver  chal- 
es.  The  biggest  is  Europe's  plan  for 
itegrated  market  in  1992.  European 
puter  makers  such  as  Olivetti, 
ice's  Bull,  and  West  Germany's  Nix- 
Computer  have  been  strong  in  their 
e  markets,  but  weak  in  other  parts 
he  Continent  and  outside  Europe. 
'  also  lack  the  financial  and  techno- 
al  clout  of  the  leading  U.  S. -based 
liers,  which  have  strong  pan-Euro- 
businesses.  "None  of 
national  champions  is 
to  be  able  to  stand 
i  when  the  barriers 
down  in  1992,"  says 
rto  Masiero,  a  former 
Jlivetti  executive  who 
w  head  of  IDC  Italia,  a 
et  researcher, 
itil  recently,  Olivetti 
j  ed  the  Continent's  best 
j  36  to  stand  up  to  U.  S. 
^'i  Japanese  competitors. 
*    I  1984  to  1987,  aggres- 
marketing  made  the 


1 


S  Ci 


company  No.  2  to  IBM  in  PCs  in  Europe. 
But  Olivetti  began  having  quality  prob- 
lems and  was  slow  to  add  new  products. 
That  helped  rivals  such  as  Compaq  Com- 
puter Corp.  Last  year,  as  Olivetti's  10% 
market  share  dropped  by  1.5  points, 
Compaq's  European  sales  leaped  150%, 


OLIVETTI'S  DIP 
IN  MARKET  SHARE. 


...HAS  MADE  IT  A 
LOSER  IN  THE  MARKET 

PRICE  OF  OLIVmi  $HARES 
ON  THE  MILAN  BOURSE 


SHARE  OF  EUROPEAN 
PERSONAL  COMPUTER  SHIPMENTS 


I 

■87 


▲  PERCENT 


DATA:  IDC  ITAUA 


6 
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JUNE  '86  APR.  '89 

A  THOUSANDS  OF  URE 

DATA:  SALOMON  BROTHERS  INC 


to  $734  million,  giving  it  7% 
of  the  market.  In  the  first 
quarter  of  1989,  Compaq 
was  No.  2  in  European  PC 
sales,  according  to  Intelli- 
gent Electronics/ Dataquest. 
With  7.2%  of  the  market, 
Olivetti  dropped  to  No.  4  be- 
hind Apple  Computer  Inc., 
though  it  claims  to  remain 
No.  2  in  unit  sales.  In  the 
U.  S.,  Olivetti  is  hardly  a  fac- 
tor: Its  sales  through  AT&T 
give  it  a  1.1%  market  share. 

But  Cassoni  insists  that 
he  has  the  right  plan  to  turn 
things  around.  "I  came  here 
last  June,  spent  a  holiday 
with  De  Benedetti  going 
over  what  had  to  be  done, 
announced  our  changes  in 
September,  and  implement- 
ed them  last  January,"  he 
says.  Cassoni  quickly  or- 
dered extensive  manage- 
ment reshuffles  and  layoffs, 
including  former  No.  2  Vit- 
torio  Levi.  To  revitalize  the 
product  line,  he  replaced  the 
entire  PC  development  team. 
WARY  FRIEND.  He  and  De 
Benedetti  agreed  that  the 
best  way  to  focus  on  the  ar- 
eas they  had  identified  as  most  promis- 
ing would  be  to  break  Olivetti  into  three 
independent  operating  companies.  Be- 
fore the  reorganization,  monthly  execu- 
tive committee  meetings  "began  with 
discussions  of  portable  typewriters  and 
went  on  to  mainframes  and  copiers.  It 
just  didn't  make  any 
sense,"  recalls  Cassoni. 

Now,  Olivetti's  core  $2.5 
billion  office  equipment 
businesses  are  lumped  un- 
der Olivetti  Office.  This  in- 
cludes Olivetti  typewriters, 
which  retain  a  40%  share  of 
the  European  market,  and 
stand-alone  PCs.  Minicom- 
puters and  high-end  PCs 
that  run  networks  fall  into 
Olivetti  Systems  &  Net- 
works. Olivetti  Information 
Services  handles  sales  of 
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SIEMENS 

We  make  it  work. 
We  make  it  liere. 


A  leader... nationwide. 

In  our  47  manufacturing  and  assem- 
bly locations  coast  to  coast,  over 
10,000  Siemens  employees  are  pro- 
ducing advanced  electrical  and 
electronic  equipment  for  markets 
worldwide.  In  fact,  Siemens  is  fast 
becoming  known  as  one  of  Amer- 
ica's leading  manufacturers  with 
more  than  28,000  employees  and 
U.S.  sales  of  more  than  $3  billion. 

Increased  U.S.  manufacturing. 

Achieving  a  top  spot  in  the  U.S. 
marketplace  is  the  direct  result  of 


producing  more  and  more  high 
quality  products  right  here.  Just  ask 
the  engineers,  business  people, 
technicians  and  doctors  who  use 
them  everyday  Or,  our  overseas 
customers  who  generate  15%  of  our 


sales  through  exports  from  the  U.S, 

Worldwide  quality  and  reliability. 

Across  the  country  and  around  the 
world  the  name  Siemens  means 
quality  and  reliability.  Through  I 
advanced  products  that  help  peod 
to  communicate,  store  information, 
work  faster  and  smarter,  utilize 
power,  automate  factories,  save  liv^ 
and  drive  safer  cars  and  trucks. 

Discover  more  about  what  Siemen 
can  offer  you.  Write  for  "Siemens 
Report '89,"  Box  8003  M-2, 
Trenton,  NJ  08650. 


Telecommunications  •  Medical  Systems  •  Automotive  Electronics  •  Energy  •  Graphic  Systems  •  Electronic  Component 
Automation  •  Lighting  Systems  •  Information  Systems  •  Power  Generation 


Meet  the  ^y/ 
platinum  bear 
everybody  is 
bullish  on. 

Ask  about 
the  Australian 
Platinum  Koala  Coin 

Call  now  -  1  -800-937-3393 

PaineWfebber  b 
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DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  woPot  diseases  of 
our  time. 
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software.  Analysts  note  that  the  new 
structure  makes  it  easy  to  break  up  Oli- 
vetti. And  Cassoni  says:  "It  is  envisaged 
we  would  bring  these  companies  public." 

So  far,  the  restructuring  has  had 
mixed  results.  After  trailing  competitor's 
in  the  introduction  of  new  technology, 
Olivetti  in  April  brought  out  one  of  the 
first  PCs  to  use  the  latest  version  of 
Intel  Corp.'s  80386  microchip — a  month 
ahead  of  Compaq.  Cassoni  also  has 
brought  out  a  clone  of  IBM's  PS/2.  "We 
frankly  were  late  on  key  products,"  he 
says.  "We've  learned  our  lesson." 

But  Olivetti's  minicomputer  effort  still 
seems  to  be  running  out  of  steam.  Since 
the  company  spent  $500  million  to  bring 
out  a  new  line  of  minis  in  1987,  its  share 
of  the  European  market  has  dropped 
from  3.47f  to  3.2'a.  Partly,  that  reflects 
the  dramatic  growth  of  Digital  Equip- 
ment Corp.  in  Europe.  But  another  fac- 
tor is  that  powerful  microcomputers 
threaten  to  make  minicomputers  obso- 
lete. Cassoni  isn't  yet  giving  up  on  minis, 
however.  "In  this  industry,  nothing  goes 
to  hell  fast,"  he  says. 

One  thing  that  has  clearly  improved 
since  Cassoni  took  over  is  Olivetti's  rela- 
tionship with  .^T&T.  The  telecommunica- 
tions goliath  bought  into  the  Italian  com- 
pany in  1983  and  by  1986  was  buying 
more  than  200,000  Olivetti  PCs  a  year  for 
sale  in  the  U.  S.  But  by  1987,  AT&T's 
marketing  problems  and  Olivetti's  prod- 
uct shortcomings  cut  the  volume  to 
44,000,  sparking  some  very  public  bicker- 
ing between  De  Benedetti  and  .VT&T 
Chairman  Robert  E.  Allen. 

Cassoni  has  helped  patch  up  the  rift, 
in  part  by  fixing  quality  problems  and 
producing  new  models.  Now,  AT&T  says 
it  plans  to  hang  onto  its  217^  stake  in 
Olivetti.  Still,  the  commercial  relation- 
ship has  cooled.  In  April,  AT&T  disclosed 
that  it  is  seeking  a  second  PC  supplier. 
Robert  M.  Kavner,  president  of  AT&T's 
Data  Systems  group,  says  he's  not  obli- 
gated to  stick  with  Olivetti:  "If  they 
have  the  right  products  with  the  right 
quality  at  the  right  price,  they  will  be 
one  of  the  vendors  we  buy  from."  And 
Olivetti  has  agreed  to  make  PCs  in  Eu- 
rope for  .AT&T  rival  Digital  Equipment. 
FAILED  BID.  Perhaps  more  serious  than 
the  rift  with  AT&T  were  the  questions 
about  De  Benedetti's  continuing  commit- 
ment to  Olivetti.  The  Piedmontese  indus- 
trialist paid  $17  million  for  a  stake  in 
Olivetti  in  1978  and  then  transformed 
the  money-losing  typewriter  maker  into 
an  office-equipment  colossus.  But  in  re- 
cent years,  De  Benedetti  has  spent  time 
away  from  Olivetti  pursuing  takeovers 
outside  Italy.  He  also  scored  daring  fi- 
nancial coups  on  various  European 
bourses.  Last  year,  he  ran  into  trouble 
after  pumping  $1.6  billion  into  a  failed 


bid  for  Societe  Generale  de  Belgi 
That  sparked  rumors  that  he  would  i  e 
cash  by  selling  his  147c  stake  in  0!i\  ,i. 
perhaps  to  AT&T. 

Now,  De  Benedetti  says  he's  stic  t 
with  Olivetti  for  the  long  run.  To  ui  r 
score  his  commitment — and  to  fore  i, 
any  move  by  AT&T  to  attempt  a  take  2 
or  to  sell  its  shares  to  someone 
would — De  Benedetti  spent  $110  m  ■ 
to  buy  Olivetti  stock  on  the  open  ms  t' 
after  Cassoni  was  named  chief  open  1; 
officer.   Now   De  Benedetti's  stak^ 
roughly  equal  to  AT&T's,  and  he's  k 
again  spending  two  days  a  week  at>i: 
vetti's  headquarters  in  Ivrea,  90  mintt 
outside  Milan.  "I  can  guarantee  via. 
says  Cassoni,  "that  having  $1  billiolu 
vested  in  Olivetti,  his  attention  lev'j  1 
now  very,  very  high."  i 

To  Olivetti-watchers,  the  combinao 
of  De  Benedetti  and  Cassoni  siga: 
more  bold  moves  ahead.  Cassoni,  fob: 
ample,  considered  the  idea  of  mor. 


'We  frankly  were 
late  on  key  products. 
We've  learned 
our  lesson' 


Olivetti's  entire  marketing  operatic 
Paris  to  give  it  a  more  internationai 
look.  He  is  also  rumored  to  be  com 
ing  a  deal  to  license  graphics  techm 
from  Steven  P.  Jobs's  Next  Inc. 
Olivetti  is  expected  to  continue  b 
new  businesses.  It  recently  acquirei! 
Systems  Corp.,  a  Spokane  (Wash.)  ak._ 
er  of  banking  automation  systemsfo  " 
$174  million.  With  Bunker  Ramo  Crf 
which  Olivetti  acquired  in  1986,  ?ia_ 
gives  the  company  a  No.  2  positioiibe-[ 
hind  IB.M  in  that  U.  S.  niche  market; 

Will  all  the  deals,  the  revamping,[ni 
Cassoni's  widely  acknowledged  ta^it 
be  enough  to  turn  Olivetti  around?  ns 
lysts  say  the  bottom  line  could  rebb 
next  year,  thanks  to  the  reorganizaj)n 
and  cost-cutting.  But  some  companiii: 
siders  say  that  more  drastic  action  ^a; 
be  needed  to  ensure  Olivetti's  long-|n: 
health.  It  remains  a  diffused  com{b\ 
selling  everything  from  Hitachi  liir 
frames  to  PCs,  calculators,  typewritrs 
even  floppy  disks — and  trying  to  nnjte 
a  dozen  technologies.  "One  thing  I  fp 
out  when  I  got  back  to  Olivetti  washa 
it's  a  good  body,  it  reacts  well  and  net 
quickly,"  says  Cassoni.  But  to  getha 
body  into  shape  for  the  1990s  mafn 
quire  an  even  tougher  workout.  | 

By  John  Rossant  and  Thane  Peimji'l 
Ivrea,  with  bureau  reports  ' 
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I  ^NKS  FOR  YOUR  SUPPORT  AND  HERE'S  TO  ANOTHER  GREAT  60  YEARS! 

\  iE  THE  MARKETING  TEAM,  TAKING  THE  OCCASION  OF  BUSINESS  WEEK'S  60TH 
\I  IVERSARY  TO  EXTEND  SPECIAL  THANKS  TO  YOU,  OUR  ADVERTISERS.  TOGETHER, 
V  IE  BUILT  A  VERY  SUCCESSFUL  PARTNERSHIP  OVER  THE  PAST  60  YEARS,  AND  WE 
-C  K  FORWARD  TO  ITS  CONTINUED  SUCCESS  FOR  THE  NEXT  60. 
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TELECOMMUNICATIONS  I 


A  HOT  PHONE  MAKER 
THAT  COOLED  OFF  FAST 


Investors  loved  IMM — but  it  isn't  selling  many  phones 


William  J.  Hilsman  earned  his 
telecommunications  stripes 
setting  up  battlefield  phones 
for  the  Army  in  Vietnam  in  the  1960s. 
Over  the  next  20  years,  Major  Hilsman 
rose  to  lieutenant  general  and  head  of 
communications  for  the  entire  U.  S. 
armed  forces.  And  when  he  retired  from 
the  Pentagon  in  1983,  his  credentials 
opened  a  door. 

Sherwin  I.  Seligsohn,  a  Philadelphia 
entrepreneur  who  ran  a  company  called 


months.  None  of  this  concerned  iMM's 
hyperactive  PR  department,  which  treat- 
ed each  new  expression  of  customer  in- 
terest as  a  major  order.  Last  September, 
for  instance,  BellSouth  Corp.  agreed  to 
buy  up  to  8,000  Ultraphones,  worth  an 
estimated  $27  million,  by  the  end  of 
next  year.  So  far,  it  has  taken  32.  Mean- 
while, IMM  is  struggling  to  sell  a  version 
of  its  phone  for  the  wider  cellular 
market. 

All  of  which  has  taken  investors  on  a 


IMM'S  SLOW  START 


International  Mobile  Machines  Corp., 
had  been  developing  a  device  called  Ul- 
traphone,  which  sends  and  receives  calls 
via  radio  waves.  He  hired  Hilsman  as 
IMM's  CEO,  figuring  that  the  general 
could  sell  the  $3,500  phone  to  the  mili- 
tary and  his  old  Baby  Bell  contacts:  The 
phone  companies  could  use  the  equip- 
ment in  areas  too  isolated  for  regular 
phone  lines.  So  much  for  that  theory. 
Since  1986,  IMM  has  lost  $42  million  on 
revenues  of  just  $8.3  million,  leaving  it 
in  a  battle  for  survival.  "This  ain't 
easy,"  says  Hilsman. 
ROLLER  COASTER.  Bad  timing,  technical 
glitches,  and  a  clumsy  marketing  strate- 
gy have  plagued  IMM.  For  instance,  it 
wasn't  until  December,  1987,  that  the 
Federal  Communications  Commission 
designated  special  frequencies  for  radio- 
phones in  rural  areas.  Then  IMM  discov- 
ered technical  bugs  in  Ultraphone  that 
forced  the  suspension  of  sales  for  six 
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▲MILLIONS  OF  DOLURS 

DATA:  COMPANY  REPORTS 


roller-coaster  ride.  IMM 
went  public  in  1981  at 
3,  and  by  mid-1987 
reached  a  high  of  16. 
But  slow  sales  of 
phones — a  third  of  last 
year's  $4.3  million  in 
revenues  came  from  providing  communi- 
cations training  for  the  Army — have 
knocked  IMM's  shares  down  to  9%.  And 
there's  heavy  betting  that  the  price  will 
fall  even  further.  Indeed,  short  sellers 
hold  3.4  million  of  IMM's  14.1  million 
shares.  Says  Sidney  D.  Rosenblatt,  IMM's 
chief  financial  officer:  "It's  a  very  emo- 
tional stock." 

Not  that  IMM  has  nothing  to  crow 
about.  Southwestern  Bell,  U.  S.  West, 
and  others  have  installed  about  1,000  Ul- 
traphones in  11  states  and  Canada.  IMM 
estimates  that  demand  in  the  U.  S.  from 
homes  without  phones  or  on  party  lines 
should  support  a  market  of  $1  billion  a 


year.  Overseas,  IMM  has  orders  fron 
dia  and  Mexico. 

But  a  lot  of  these  orders  are 
promises.  The  big  phone  companies 
committed  to  buying  Ultraphones 
as  they  need  them.  And  they  have 
incentive  to  hurry.  For  one  thing,  t 
is  no  competition  for  local  phone  cus 
ers.  And  like  most  utilities,  phone 
panics  depreciate  their  network  ei 
ment  over  long  periods,  someti 
setting  back  new  installations  for  y 
Hilsman  has  another  diagnosis:  "I 
to  use  the  term  bureaucratic,  but  t 
what  [the  phone  companies]  are." 
goal  is  to  sell  3,500  phones  this  year 
break  even  by  the  fourth  quartei 
far,  he  has  shipped  370. 
'NO  WAY.'  Further  delays  could  iir 
tiny  IMM  as  elephants  such  as  Boein] 
and  Rockwell  International  begin  s( 
competing  radiophones.  Hilsman  p 
out  that  his  big  ally  is  Hughes  Air 
Co.,  which  builds  Ultraphone.  Eve 
says  Robert  Geldmacher,  manage 
new-business  development  at  Bell  P. 
tic  Corp.'s  Federal  Systems  Div.,  Il 
"the  typical  small  company  dealing 
large-company  environment.  They'v 
to  noodle  their  way  through." 

This  problem  will  worsen  as 
pushes  into  mobile  cellular  equipi 
dominated  now  by  American  Telef 
&  Telegraph,  Northern  Telecom,  IV 
ola,  and  L.  M.  Ericsson.  Concedes 
man:  "There's  no 
we  can  play  in 
large  cellular  m 
worldwide  witho 
strategic  partner.' 
will  even  sell  an  e 
stake — if  anyon 
interested. 

IMM's  operating 
penses  doubled 
year,  to  $26.2  m 
mainly  to  fund  pr 
tion  for  this  year 
far-unrealized  sur 
orders.  Hilsman 
reveal  his  source 
new  funding,  sayi 


million  in  working  capital  came  fr 
private  placement  at  below-mi 
prices.  If  this  doesn't  carry  him  thi 
the  third  quarter,  and  if  sales 
surge,  he  insists  that  he  can  go  ba 
the  well.  IMM's  backers,  says  Rosen 
are  "high  rollers  . . .  looking  for  an 
MCI,  another  Apple,  another  Xerox 
Hilsman  has  the  old  can-do  Armj 
it  when  he  considers  his  predica 
"We're  world  leaders  today,"  he 
"and  damn  it,  I  ain't  going  to  lose 
course,  the  last  time  an  American  j 
al  said  that  was  probably  in  Vietn 
By  Joseph  Weber  in  Philadelphia 
John  J.  Keller  in  New  York 
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INTRODUCING  A  FULL-COLOR  COPIER 
50  REVOLUTIONARY  IT'S  AFFORDABLE. 

The  new  Brother  CC5500  Full-Color  Copier  is  a  first.  And  so  is  its  extremely  affordable  price. 

The  Brother  Full-Color  Copier  is  a  totally  unique  system  that  utilizes  the  latest  Cycolor"  technolosy.  This  break- 
irough  means  you  set  copies  of  near-photographic  quality  that  compare  with  the  most  expensive  copiers. 

It  also  means  you  get  a  big  break  in  price.  And  Brother's  advanced  technology  also  makes  it  highly  reliable  and 
iractically  maintenance  free.  Its  one-pass  paper  path  means  fewer  operating  problems.  And  since  the  color  is  in 
le  paper,  you'll  never  have  to  change  chemicals,  ribbons  . 

r  toners  again.  ^.        '     *     i      FOR  ABOUT 

If  you'd  like  to  see  this  revolutionary  copier  at  work,  or  if  Wm  i 

Du  just  want  more  information,  call  us  at  the  number  below. 
\X/hen  it  comes  to  quality  and  affordabilit/,  the  Brother  CC5500 
Color  Copier  is  a  true  original.  ^ -QQQ-552)-'^200 
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Investing 


YOU  JUST  MIGHT  CLEAN  UP 
WITH  POLLUTION  STOCKS 


T 


he  Alaska  oil  spill. 
The  greenhouse  ef- 
fect. The  vanishing 


ozone  layer.  Public  aware 
ness  about  the  environ- 
ment is  higher  than  it  has 
been  in  years — and  Wall 
Street  knows  it.  So,  don't 
be  surprised  if  your  broker 
starts  pitching  you  pollu- 
tion-control stocks.  This 
mundane  group  is  sudden- 
ly hot. 

Merrill  Lynch  suggests 
pollution-control  stocks  in 
newspaper  advertisements 
and  direct-mail  appeals  to 
its  customers,  and  Fidelity 
Investments  is  developing 
what  could  be  the  first  mu- 
tual fund  devoted  to  the 
stock  group.  The  question 
for  investors:  Has  the 
group  already  peaked,  or  is 
this  only  the  beginning  of 
a  long  bonanza  for  compa- 
nies that  specialize  in 
cleaning  up  the  messes 
that  others  leave  behind? 
'OPPORTUNITIES.'  The  four 
large  stocks  that  make 
up  the  Standard  &  Poor's 
pollution-control  index 
showed  great  gains  from 
1985  to  1987  (chart).  But  in 
1988,  as  a  group.  Waste 
Management.  Browning- 
Ferris  Industries,  Zum  In- 
dustries, and  Rollins  Envi- 
ronmental Services  trailed 
the  market.  Then  this 
April,  they  started- surging 
again.  Through  May  24, 
the  s&P  pollution  index  was 
up  22.7ff,  bringing  the  cu- 
mulative increase  since  1984 
to  3039f.  "There  are  enormous 
growth  opportunities  in  everj- 
sector  of  the  business,"  says 
Marc  Sulam,  an  anMlyst  at 
Kidder,  Peabody.  "Over  the 
next  year,  selected  stocks  will 
outperform  the  market." 

Not  ever\'one  is  that  bullish 
for  the  short  term.  "The 
group  has  had  such  a  big 


move,  and  most  of  the  stocks 
are  trading  at  new  highs. 
They're  just  too  expensive  for 
us  now,"  says  Har\-ey  Eisen, 
president  of  Integrated  Re 
sources  Asset  Management. 
The  average  price-earnings 
ratio  for  a  Kidder  Peabody  in- 
dex of  20  pollution-control 
stocks  is  21,  vs.  an  average  of 
13  for  the  S&P  500. 


Over  the  long  term,  howev- 
er, many  analysts  believe  that 
pollution-control  stocks  will  do 
verj-  well.  The  potential  mar- 
ket for  the  industn,-'s  senices 
is  huge.  With  landfills  run- 
ning out  of  space,  creative 
ways  must  be  found  to  dis- 
pose of  trash.  In  response 
to  public  concern,  federal, 
state,  and  local  governments 


are  spurring  the  ii 
tr>-'s   rapid  growth 
-pending  programs 
regulations  that  re 
environmentally 
waste  disposals. 

The  problem  for 
tors  is  that  the  Indus 
barely  two  decades 
Just  a  handful  of 
companies  dispose 
household  and  indu 
garbage.  The  vast  ma 
of  companies  in  this  i 
tr\-  have  sales  in  the 
of  S50  million  to  $20^.' 
lion.  And  many  of 
have  to  operate  in  i 
dictable  areas  such  i 
bestos  removal  and 
waste  disposal  and 
with  experimental  te 
ogies  for  waste-f 
power  plants 
PATIENCE.  Bu\ing  inl 
smaller  companies 
risky  proposition,  pe 
more  so  than  with 
high-tech  fledglings 
tors  must  be  selecti' 
patient,  since  earning 
be  stalled  by  delays 
ulatory  approvals, 
breakdowTis,  litigatio^ 
not-in-my-backyard 
cal  battles.  Yet  somH 
lysts  are  betting  on  ff 
standouts,  such  as  t- 
burgh-based  ChambeJi 
velopment,  a  S137 
solid  waste  disposal  c|| 
ny  that  has  grown  ; 
age  of  78fc  over  thU 
four  years,  and  Emcd 
sociates,  a  S35  milliois 
ronmental  engineerinfS 
consulting  firm  in  Sani^ 
Calif. 

Investing  in  companiejl- 
specialize  in  hazardous  T 
is  also  tricky.  The  mar^' 
disposing  of  toxic  chei^ 
and  bv'products  of  the  n| 
industry  is  estimated 
much  as  $5  billion  a  ye 
it  is  a  dangerous  huM 

1 


POLLUTION  CONTROL 
STOCKS  CLEAN  UP 


20 


hat  also  has  many 
regulations  and 
ologies  and  is  of- 
xposed  to  political 

;  solid-waste  busi- 
which  uses  land- 
)  dispose  of  house- 
and  commercial 

,  ,ge,  is  much  more 
ar  with  analysts. 

,  market  is  a  lot 
r — estimated  at 
lillion — and  it's  a 
more  predictable  busi- 
The  two  largest  compa- 
W&ste  Management  and 
ning-Ferris,  are  Wall 
's  favorite  pollution-con- 
ocks. 

!te  Management,  which 
the  buy  list  of  Merrill 


S&P  500 
POLLUTION 
CONTROL  INDEX* 
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A  PERCENT 

•STOCK  PRICES  OF  WASTE  MANAGEMENT  ROLLINS  ENVIRONMENTAL 
SERVICES,  ZURN  INDUSTRIES,  AND  BROWNING-FERRIS 
•  'THROUGH  MAY  23  DATA;  STANDARD  &  POOR'S  CORP 


Lynch,  Kidder  Peabody,  and 
Bear  Stearns,  among  others, 
is  currently  trading  at  52,  up 
from  last  year's  low  of  32.  It 
could  reach  the  mid-60s  by 
yearend,  says  Merrill  Lynch's 
William  Genco.  The  $3.6  bil- 
lion company  is  one  of  the  old- 


est  and  largest  in  the 
business  and  has  aver- 
aged 30%  earnings 
growth  over  the  last  10 
years.  It  owns  the  most 
landfill  sites  in  the 
country.  So  with  this 
much  capacity,  it  bene- 
fits from  the  ongoing 
increases  in  tipping 
fees — the  price  it 
charges  for  accepting 
garbage  from  trash 
haulers. 
As  the  industry  continues 
to  consolidate  because  of  in- 
creasing regulations  and 
costs.  Waste  Management  has 
the  financial  muscle  to  ac- 
quire small  disposal  compa- 
nies and  absorb  municipal 
processing  operations  that 


want  out.  The  company  is  a 
leader  in  the  trend  toward  full 
service,  taking  on  all  kinds  of 
pollution  control,  including 
hazardous  waste  through  its 
81%'  ownership  of  Chemical 
Waste  Management  (which  in 
turn  owns  49%  of  The  Brand 
Cos.,  an  asbestos  removal  spe- 
cialist that  Goldman  Sachs 
likes). 

Dealing  vnth  past  pollution 
alone  could  keep  companies 
humming.  Asbestos  removal 
is  a  $2.5  billion  business,  and 
it's  growing  about  40%-  a  year. 
And,  as  long  as  people  contin- 
ue to  put  more  pollution  into 
the  environment,  at  least 
some  of  the  clean-up  compa- 
nies could  become,  well,  filthy 
rich.  Leah  Nathans 


ounds  like  an  insurance 
3nt's  idea  of  a  joke:  a 

policy  that  pays  noth- 
hen  you  die.  Yet  such 
s  are  for  real,  and  the 
nee  industry  is  herald- 
3m  as  perhaps  the  best 
et  for  an  affluent  cou- 
help  their  children  pay 
taxes  some  day.  Called 
worship"  or  "second-to- 
surance,  it's  a  form  of 
iife  policy  that  pays  off 
fter  both  you  and  your 

have  died. 

push  on  survivorship 
ace  is  the  industry's 

hat  belated  response  to 
■  il  tax  reform  measure 

exempts  a  surviving 
from  paying  any  in- 

ice  tax.  The  govern- 
'  ontent  to  wait  for  its 
;1  the  second  spouse 
lien  the  full  estate 
1  he  heirs.  Then  its  tax 
be  huge.  While  cred- 
■  the  first  $600,000  ex- 
ibove  that  the  rate 
I  18%  and  swiftly  in- 
to 55%  for  anything 

lan  $3  million. 

lEMiUMS.  But  if  a  cou- 

s  a  survivorship  policy 
children's  name,  the 
s  are  exempt  from 

Late  and  income  taxes. 
;  ilicy  geared  to  the  esti- 
ize  of  your  estate  tax- 
ests  Robin  Welch,  se- 
e-president at  New 
fe,  can  provide  your 
ith  cash  to  cover  the 
ler  you're  both  gone, 
insurance  can  also  be 


Planning 

THIS  POIICY  TAKES  THE  STING 
OUT  OF  INHERITANCE  TAXES 


written  for  two  partners  in  a 
business,  for  example,  with 
their  children  as  beneficiaries. 
When  the  second  partner  dies, 
the  money  can  defray  the  cost 
of  inheritance  taxes — without 
starving  the  business. 

Since  an  insurer  has  to  set 
reserves  aside  for  only  one 
death-benefit  payment,  rather 
than  for  two  separate  ones, 
the  premium  cost  is 
low.  It's  roughly  50% 
or  60%  of  what  two 
people  would  pay  to 
purchase  the  same 
amount  of  individual 
whole-life  coverage. 

Yes,  it's  possible  that 
the  two  insured  people 
might  die  together  in, 
say,  a  car  or  plane 
crash.  But  insurers 
know  the  odds  are 
against  it.  Says  Welch: 
"If  the  probability  is  1 
in  100  thai  one  party 
will  die  at  a  certain 
age,  the  probability 
that  both  will  die  at  the 
same  time  is  1  in 
10,000."  Taking  age 
disparities  into  account, 
premiums  are  set  ac- 
cording to  the  couple's 
"joint  equal  age,"  with 
allowances  made  for 


BUSINESS 


such  factors  as  pairing  smok- 
ers and  nonsmokers. 

One  couple,  aged  67  and  68, 
recently  bought  a  $10  million 
survivorship  policy  for 
$200,000  a  year,  says  Edward 
Graves,  American  College  as- 
sociate professor  of  insur- 
ance. In  contrast,  a  68-year- 
old  male  smoker  would  pay 
about  $150,000  to  buy  $10  mil- 


lion worth  of  one-year  term 
insurance  just  for  himself.  At 
New  York  Life,  which  intro- 
duced a  survivorship  program 
in  March,  the  first  sale  was 
an  $18  million  policy.  Its  cost, 
"about  $300,000"  annually, 
says  Welch,  "isn't  much  when 
you  figure  the  expenditure 
preserves  one-half  of  an  es- 
tate worth  $37  million  or  so." 

To  lower  premiums,  policies 
sold  by  Northwestern  Mutual 
Life  and  New  England  Mutu- 
al Life,  among  others,  let  buy- 
ers include  some  inexpensive 
decreasing  term  insurance 
with  the  higher-priced  whole- 
life  coverage  in  the  initial 
years;  later,  the  whole- 
life  dividends  help  pay 
the  premiums  and 
boost  the  death  benefit. 

When  real  estate  or 
a  family-owned  busi- 
ness is  part  of  the  in- 
heritance package,  hav- 
ing immediate  cash 
available  from  a  survi- 
vorship policy  can  be 
particularly  valuable. 
"Otherwise,  in  some  in- 
stances, the  business 
might  have  to  be  liqui- 
dated or  property  sold 
to  pay  the  taxes,"  says 
Graves.  "Or  take  a 
case  where  two  sons  in- 
herit the  business  and 
split  on  keepiifg  it  go- 
ing. One  couid  use  his 
half  of  the  insurance 
proceeds  to  buy  out  the 
other's  interest  in  the 
company."     Don  Dunn 
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Smart  Money 

A  SEXY  NEW  TAX  SHELTER 
FROM  ACROSS  THE  ATLAHTIC 


Demand  for  municipal 
bonds  has  pushed  yields 
to  a  two-year  low.  If  that 
makes  them  too  expensive 
a  tax  shelter,  consider  new 
issues  of  British  preferred 
stock.  Thanks  to  a  happy 
combination  of  factors  in  the 
British  security  laws  and  the 
American  tax  code,  individ- 
ual investors  on  this  side  of 
the  Atlantic  fork  over  only 
an  11%  tax  on  the  dividends 
from  these  newfangled  is- 
sues, instead  of  as  much  as 
33%  on  dividends  that  they 
receive  from  American  cor- 
porations. 

The  first  of  these  issues 
will  soon  be  available.  So  far, 
BET  and  Barclays  are  offer- 
ing stock,  with  an  issue  from 
Allied  Irish  Banks  in  the 
wings.  BET,  a  large  service 
conglomerate  with  about 
$3.2  billion  in  sales  last  year, 
will  float  200  million  shares. 
Barclays  will  offer  275  mil- 


The  tax  bite  on  these 
British  issues  comes 
out  to  only  11% 


lion  shares.  Neither  company 
has  established  the  prices 
of  iheir  shares  yet.  But  the 
shares  will  all  be  denominat- 
ed in  dollars  to  please  Ameri- 
can investors.  That  means 
the  dividend  won't  fluctuate 
with  changes  in  the  pound. 
Robert  Willens,  an  account- 
ing expert  at  Shearson  Leh- 
man Hutton,  says  that  as 
many  as  a  dozen  more  is- 
sues, in  the  form  of  Ameri- 
can Depositary  Receipts 
(ADRs)  listed  on  the  New 
York  Stock  Exchange,  could 
follow. 

TWICE  BLESSED.  When  a  Brit- 
ish corporation  pays  a  divi- 
dend, it  pays  the  British 
government  an  Advance  Cor- 
poration Tax  (ACT)  equal  to 


one-third  the  amount  of  the 
dividend.  But  the  American 
recipient  of  the  dividend  is 
allowed  a  refund  of  the  ACT. 
Better  yet,  the  American 
investor  is  also  entitled  to 
a  foreign  tax  credit,  for  Brit- 
ish taxes  withheld,  to  offset 
U.  S. -levied  taxes  on  the 
dividend. 

For  example,  here's  how 
the  math  works  out  for  a 
7.5%  dividend  on  a  hypotheti- 
cal $100  unit.  With  the  $2.50 
refund  from  the  ACT,  the 
American  shareholder  gets 
$10,  on  which  the  British 
withhold  15%.  That  $1.50  is 
credited  against  the  $3.30,  or 
33%,  that  American  taxpay- 
ers pay  in  the  top  bracket. 
That  leaves  the  American  in- 
dividual shareholder  with 
$6.70  in  his  pocket  out  of  a 
$7.50  dividend,  or  nearly  90%. 
The  gross  yield  on  the  issue 
from  Barclays  is  11.12% — a 
spread  of  about  50  basis 
points  over  similarly  rated 
American  bank  stocks. 

FLUCTUATION  SHIELD.  The 

cost  of  entry  is  the  same 
commission  that  your  broker 
charges  for  American  stocks. 
What's  in  it  for  the  British? 
Access  to  fresh  capital  that 
won't  dilute  the  common  eq- 
uity of  the  shareholders.  The 
preferred  stock  isn't  consid- 
ered true  equity  there,  be- 
cause it's  not  convertible 
and,  in  the  case  of  the  Bar- 
clays issue,  it  can  be  called 
at  the  company's  option  after 
five  years. 

Analysts  expect  many  sub- 
sequent issues  to  be  bank 
stocks.  It's  one  way  for  the 
banks  to  build  capital  to  com- 
ply with  new  international 
standards  and  shield  that 
base  against  fluctuations  in 
currencies. 

A  word  of  warning:  No 
matter  how  neat  the  tax  ad- 
vantages, remember  you  are 
buying  shares  in  a  company. 
Make  sure  you  want  to  be  an 
owner.  Laura,  Jereski 


DRIVING  HOME  A  POINT  AT  A  SKIP  BARBER  CLASS 


Leisure 


A  SCHOOL  WHERE  YOU  PASS 
THE  TEST  AT  125  MPH 


Ri 


ush  hour  has  been  hell. 
Inching  along  at 
speeds  your  arthritic 
dog  could  easily  match,  you 
dream  of  opening  it  up.  If 
Paul  Newman  and  Tom 
Cruise  can  zoom  around  a 
track  on  their  free  weekends, 
why  can't  you? 

Well,  you,  too,  can  be  an 
amateur  racer,  hurtling  into 
the  curves  at  a  local  track  at 
speeds  approaching  125  mph. 
But  before  you  do,  it's  best  to 
attend  one  of  the  several  rac- 
ing schools  around  the  coun- 
try. The  biggest  is  the  Skip 
Barber  Racing  School.  Based 
in  Canaan,  Conn.,  Skip  Barber 
uses  16  tracks  nationwide, 
from  Riverside,  Calif.,  outside 
of  Los  Angeles,  to  West  Palm 
Beach,  Fla.  The  school  pro- 
vides the  cars,  mechanics,  in- 
structors, and  equipment. 
SPECIAL  FORMULA.  A  three- 
day  course  at  Skip  Barber 
costs  $1,600.  The  school  also 
offers  one-day  programs  for 
$250  and  "corporate  days"  for 
groups.  But  at  the  end  of  the 
three-day  course,  you'll  be 
certified  for  competitive  ama- 
teur racing.  Then,  you  could 
shell  out  $25,000  for  one  of 
those  tiny,  high-powered  For- 
mula Fords  that  many  ama- 
teur tracks  use.  A  better  bet 
is  to  attend  some  of  the 
school's  weekend  races.  They 


cost  about  $1,000  per  ^ 
end,  including  use  of  a  d 

At  the  three-day  Skipi); 
ber  course,  you'll  get  ai  ic 
ful  of  classroom  lectun  < 
such  topics  as  locating  t' 
apex  of  a  curve  and  the 
ry  of  downshifting  j, 
niques.  But  the  realti 
comes  when  you're  r^r 
around  the  track. 

You'll  practice  negoii: 
hairpin  turns  using  thd^ 
heel  maneuver,  a  moc  - 
double-clutching  techm 
that  consists  of  slammiit 
the  brakes  and  downsh  i) 
all  at  once.  Instructors  a| 
erywhere,  flagging  you  (jv 
giving  you  pep  talks  oiy^ 
ing  at  you  for  not  going:i 
enough  into  the  curves,  j 

A  practice  run  on  th| 
mile  Riverside  track,  wi 
nine  curves  and  two  str 
aways,  is  the  payoff 
speed  around,  gliding 
the  outside  to  the  insi- 
the  track  in  search  o  I 
shortest  line  betweerti 
curves.  With  each  lap  o 
confidence  grows  and  yi 
faster  and  faster.  On  tWi 
lap,  you  roar  into  the 
banked  curve  at  top  ^' 
You  hurtle  out  of  the  cr 
onto  the  straightaway 
barrel  across  the  finish  le 
105  mph.  Now  that's  a'U 
hour.  Eric  $i 
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Dining 

NEW  FRENCH 
FARE:  VnrElA 
REVOIUTIOH 


With  France's  bicen 
tennial  approaching 
fast,  it's  only  fit 
ting  that  another  revolution  is 
well  under  way.  And  it  con 
cerns  something  the  French 
are  even  more  passionate 
about  than  politics:  food.  Sev- 
eral upstart  restaurants  art' 
challenging  the  country's  olil 
gastronomic  temples  with  a 
new  cuisine  that  emphasizes 
lighter  preparations,  high 
quality — and  more  down-to 
earth  prices. 

Leading  the  van- 
guard is  Jose  Lampreia, 
a  35-year-old  Portu- 
guese immigrant  who's 
making  his  mark  in  Par- 
is at  La  Maison  Blanche 
(82  Boulevard  Lefebvre; 
phone  number:  48-28-38- 
83).  For  a  prix  fixe  of 
about  $40,  you  can  sam- 
ple a  savory  mix  of  re- 
gional dishes  cooked  up 
with  an  unusually  light 
touch. 

Lampreia  starts  with 
simple  fare  such  as  his  favor- 
ite— potato  puree — and  does 
wonders  with  it.  Try  the  ga- 
teau landais,  a  feuilletee  of 
potatoes  interleaved  with  thin 
slices  of  foie  gras.  Another 
rewarding  choice  is  cabbage 
stuffed  with  oysters.  Desserts 
at  La  Maison  Blanche  are 
among  the  best  in  Paris.  If 
you  have  time  to  wait  for  the 
special  preparation,  hold  out 
for  the  fondant  with  white 
chocolate  ice  cream. 
THE  NEXT  BOCUSE?  Another 
rising  star  is  Philippe  Groult, 
36,  an  engaging  Norman  who 
got  his  start  at  13  as  a  busboy 
in  a  Paris  airport  restaurant. 
Groult's  career  took  off  when 
he  met  Joel  Robuchon,  whose 
Paris  restaurant,  Robuchon, 
is  arguably  the  best  in  the 
city.  Robuchon  put  him  to 
work  behind  his  stoves  for  10 
years,  and  Groult  is  now 
emerging  as  France's  next 
Paul  Bocuse. 


Groult  has  a  knack  for 
bringing  out  the  true  flavor 
of  a  dish,  whether  it's  his  rich 
terrine  of  lapin  (Groult 
breeds  his  own  rabbits)  or  his 
caramelized  lemon  fondant. 
His  real  test  will  come  in  a 
few  weeks,  when  he  opens  his 
first  restaurant  in  Paris.  It's 
called  Amphycl^s,  after  a 
cook  in  ancient  Greece  re- 
nowned for  his  unpretentious 
but  superb  cuisine.  Lunch  at 
Amphycles  (78  Avenue  des 
Temes;  45-74-31-57)  will  cost 
about  $50,  including  wine. 

Chef  Michel  Derbane's  res- 
taurant Les  Chants  du  Piano 
(10  Rue  Lambert;  42-62-02-14) 
offers  one  of  the  better  val- 
ues in  town.  Derbane  concocts 
such  unusual  yet  tasty  dishes 
as  a  Sauternes-sprinkled  sor- 
bet of  foie  gras  and  lobster- 
filled  medallion  of  rabbit.  At 
about  $25,  lunch  is  a  bargain. 
The  restaurant  also  has  an  ex- 
cellent wine  list. 


For  a  relaxing  week- 
end outside  Paris,  head 
out  to  Chef  Patrick 
Pages'  one-star  restau- 
rant/hotel called  Chant- 
oiseau  (Pont-de-Mont- 
vert,  Vialas  (Lozere); 
66-41-00-02).  It  is  tucked 
away  in  the  remote 
Cevennes  mountains 
in  southern  France. 
Known  as  the  "retreat 
of  the  warrior,"  Chantoiseau 
is  set  in  a  charming  17th-cen- 
tury former  relay  station,  in 
the  village  of  Vialas,  about 
400  miles  from  Paris.  The 
meals  that  Pages  cooks  up  for 
his  guests  almost  upstage  the 
gorgeous  surroundings. 

Pages  offers  more  than  a 
dozen  seasonal  menus  with 
such  offbeat  entrees  as  trout- 
filled  blinis  and  fricassee 
of  frog.  Mushrooms  hold  a 
special  place  in  Pages'  cook- 
ing. There  are  a  dozen  differ- 
ent varieties  in  the  region, 
such  as  the  rare  and  exquisite 
girolle  and  morille.  The  res- 
taurant has  a  special  nine- 
course  menu,  where  each  dish 
is  prepared  with  a  different 
variety  of  mushroom.  Pages' 
masterpiece  is  his  "10 
courses,  10  wines  prestige" 
menu.  It's  so  elaborate  that  it 
must  be  ordered  a  few  days 
ahead  of  time.  Here,  too,  the 
price  is  reasonable — less  than 


$100  per  person  for  the  i 
Despite  Chantoiseau'; 
mote  location.  Pages  hi 
steady  clientele  that  inc. 
French  President  Fraij 
Mitterrand  and  former 
German    Chancellor  ^| 
Brandt.  The  restaurant  i| 
cessible  by  helicopter  or  l{| 
Cevenol,  a  train  that  |e 
through  110  tunnels  as  it|i 
up  the  mountains.  Hotel  i 
run  around  $40  a  nights 
there   are   only   15  gi 
rooms,  so  make  reservaj? 
early.  Pia  Fi'ii 


Worth  Noting  I 


■  ON  AND  UNDER  WATER.!l^ 

visitors  to  Manhattan,  jtj 
Sea-Air-Space  Museun-j^ 
Pier  86  boasts  a  new  exb^ 
The  Growler,  the  first  Ijl 
submarine  to  carry  missel 
is  now  moored  alongside}! 
mammoth  World  War  Hi: 
craft  carrier.  Intrepid.  1 
ships  are  open  daily  thrcg 
Labor  Day  (212  245-0072], 

■  THE  BEAT  GOES  ON.  ]? 

top-of-the-line  personal  sw 
OS  ($235  to  $290)  from  J^x 
boast  built-in  lead-acid  a 
teries:  They  allow  21/2  h'iu 
of  cassette  play  on  a  15-i] 
ute  charge.  And  teamed  it 
two  alkaline  aaas,  they  !^ 
12  hours  of  steady  playbtl 
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Introducing 


I,  a  telephone 
system  that  will  take  all 
your  telecommunications 
worries  away. 
GTE  CentraNet'  service, 
available  only  from 
the  telephone  company. 

CentraNet  is  an 
advanced,  digital  switch- 
ing service  that  comes 


don't  have  to  worry  about 
with  CentraNet  is  your 
phone  system  becoming 
obsolete.  We  constantly 
upgrade  our  central  otTice 
switch  with  the  latest 
technology.  So  your  tele- 
communications system 
always  remains  state-ot~- 


#  t he-art. 

It^vou've  been  putting 


Order  GTE  CentraNet  and 

you'll  have  someone 
watching  over  your  system 
twenty-four  hours  a  day. 


directly  from  the  GTE 
central  otTice. 

Technicians  watch  over 
your  system  24  hours  a 
day.  And  the  digital  switch 
itself  is  programmed  to 
diagnose  potential  prob- 
lems before  thev  happen. 
So.  most  problems  will  be 
eliminated  before  you 
notice  them. 

Another  thing  you 


t)tl' installing  a  new  system 
because  there's  too 
much  to  worry  about,  avoid 
installing  one  at  all. 
Make  GTE's  central  otTice 
your  communications 
choice.  And  we'll  do  the 
staying  awake  from 
now  on. 

For  availability  and 
more  inR)rmation.  call 
i-SOO-325-6844. 


SB 


THE  POWER  IS  ON 


CiTE  CentraNet   service  is  a  registered  ser\ leemark  ul  GTE  Corn 


Give  a  man  a  fish 
and  you  feed  him  for  a  day. 


Teach  liim  how  to  fish 
and  yon  feed  liim  for  life. 


It's  a  concept  as  time-honored  as  it  is  timely. 
Yet  most  foreign  aid  programs  continue  to  provide  short  term 

answers,  rather  than  long  term  solutions.  The  only 
food  that  lasts  a  lifetime,  is  knouiedge.  The  kind  of  knowledge 
we  at  Technoserve  have  been  supplying  to  farmers 
from  Africa  to  Latin  America,  for  the  last  twenty  years.  We've  taught 
tens  of  thousands  of  needy  men  and  women  how  to 
run  agricultural  enterprises  that  produce  food 
and  income,  ultimately  producing  that  most  precious  of 

commodities:  se/f-reliafice.  We've  accomplished 
so  much,  but  we  still  have  so  far  to  go.  For  us  to  teach, 
please,  we  need  you  to  help. 

TechnoServe 

A  working  solution  to  world  hunger. 


TECHNOSERVE 


148  East  Avenue,  Norwalk,  Connecticut,  USA  06851, 

Call  1-800-99-WORKS 


All  OVER  THE  WORLD, 


COMPUTER  SYSTEMS. 
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I  HATS  GOTTEN  INTO  THEM? 


EMCS  ORION  Solid 
State  Disk  Subsystem. 

The  smallest,  fastest, 
most  reliable  Solid 
State  Disk  device 
available  Ttie 
ORION-ST  (pictured 
here)  stands  just  26" 
high  One  ORION 
Series  subsystem  can 
increase  the  power  of 
up  to  eight 
mainframes 
simultaneously. 


For  many  of  the  world's  major  corpo- 
rations, getting  a  better  computer  sys- 
tem doesn't  mean  getting  a  new  one. 
It  means  getting  more  performance 
out  of  ttie  computer  they've  already 
paid  for. 

And  where  do  these  large  computer 
users  turn  to  enhance  their  informa- 
tion assets:  To  a  company  called  EMC. 

EMC  Corporation  makes  faster,  more 
powerful  computer  systems  -  without 
making  computer  systems  at  all. 
Instead,  EMC  provides  the  memory, 
storage  devices  and  system-wide  strate- 


gic thinkmg  that  extend  a  computer's 
speed,  capacity  and,  yes,  life  expectancy. 
EMC's  products  boost  the  capabilities 
of  the  most  sophisticated  computer  sys- 
tems manufactured  by  IBM,  Digital, 
Hewlett-Packard  and  Wang. 
And  EMC's  customers  include  more 
than  half  of  the  Fortune  500. 

What's  gotten  into  the  world's  largest 
computer  users' 

EMC.  The  one  computer  mvestment 
that  protects  all  your  others. 

For  more  information  about  turning 
your  present  computer  into  a  better 
computer,  call  us,  toil-tree,  at: 

1-800-222-EMC2  Extension-6400. 


(In  MA ,  call 
508-435-1000) 


EMC 


THE  SYSTEM  ENHANCEMENT  COMPANr. 

110C-CA 


NEC  AMERICA,  INC. 


IS  PLEASED  TO  AXXOUXCE  THE 
FORMATION  OF  A  NEW 
SUBSIDIARY: 


NEC  Business  Communication  Systems  (WestK  Inc. 


This  company  was  created  as  a  result  of  NEC's  acquisition  of  API  Telephone 
S^'stems  and  subsequent  merger  wiih  NEC  Business  Conmiuni cation  Systems 
direct  sales  group. 

The  purpose  of  this  company  will  be  to  provide  the  linesi  quality  ser\"ice  directly 
to  the  users  of  NEC  telephone  systems  in  California  and  Nevada.  NEC  Business 
Communication  Systems  lWest^  Inc.  will  also  be  represented  by  a  direct  field 
sales  force  providing  new  systems  sales  to  the  end-user  commimity. 

For  further  information  contact: 


NEC  Business  Communication  Systems  (West).  Inc. 

3655  Lenawee  Avenue 
Los  Angeles.  CA  9001S 
(213  204-6500 
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Importers  54 

Grumman  66 

srs 

GTE  30 

>pment  106 

Guinness  54 

I  nl  Waste 

*  jement  106 

H 

78, 83 

Heuls  90 

29,  96 

Hitachi  99 

1  Computer  99 

Home  Shopping 

s  Financial  76 

Network  30 

,ent 

Hondo  Motor  78,  83 

'«  logics  26 

House  of  Seagram  54 

Computer  26 

Hughes  Aircraft  104 

IBJ  Schroder  Bank  & 

Trust  90 
IBM  26,32,99 
Industrial  Bank  of 

Japan  90 
Intel  26,99 
International 

Banknote  90 
International  Mobile 

Machines  104 
Investment  Limited 

Partnership  29 
ISC  Systems  99 
Isuzu  78 
ITT  10 


Kellogg  Associates  72 
Kinder-Care  28 
Kohlberg  Kravis 

Roberts  29 
Kubota  26 

L 


Ladd  Furniture  96 
Lear-Siegler  76 
Lincoln-Mercury  78 
Little  (Arthur  D.)  63 
Litton  Systems  68 
Lodestar  Group  28 
Loral  68 
LTV  32 

M 


Mary  Key  32 
McDonald's  27 
McDonnell  Douglas  84 
MCI  Communications  30, 

104 
Merck  63 

Merrill  Lynch  29,  106 
Midway  Airlines  84 
MIPS  Computer  26 
Mitsubishi  Motor  83 
Monsanto  90 
Morgan  Guaranty  29 
Motorola  26,  104 
Mutual  Savings  & 
Loan  114 


New  England  Mutual 

Life  107 
New  York  Life  107 
Next  99 

Nippon  Mining  90 
Nissan  78 

Nixdorf  Computer  99 
Nomura  Securities  94 
Northern  Telecom  104 
Northwest  Airlines  29 
Northwestern  Mutual 
Life  107 

o 


Oak  Industries  32 
Olivetti  99 


Pan  Am  29 

Park,  Benziger  54 

Pechiney  44 

Philip  Morris  32 

Philips  44 

Piper  Aircraft  76 

Prochemco  7 

Procter  &  Gamble  27,  78 

Prudential-Bache 
Securities  29 


Ralston  Purina  78 

Richardson  Greenshields 
of  Canada  7 

RJR/Nabisco  18 

Rockwell  104 

Rollins  Environmental 
Services  106 


Saatchi  &  Saotchi  27 

Salomon  94 

Schenley  Industries  54 

Schlumberger  68 

Shearson  Lehman 
Hutton  68 

Silicon  Graphics  26 
Skip  Barber  Racing 
School  108 

Societe  Generole  de 
Belgique  99 

Southwest  Airlines  84 

Southwestern  Bell  104 

Stellar  Computer  26 

Stride  Rite  96 

Sun  Microsystems  26 

SunBonk  28 

T 


Tokuyamo  Soda  90 
Toshiba  26 
Toyota  Motor  78 
Travis  Savings  7 

u 


U.  S.  West  104 

Unisys  26 

USAir  84 

USP  Automotive 
Advertising  78 

V 


Volvo  78 
W 


Waste  Management  72, 
106 

Werding  Technologies  63 
X 


Xerox  104 
Z 


Zurn  Industries  106 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal. 

10 

General  Electric 

11                                 Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shiell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

27 
million  i 
Americans 
can^read. 
And  guess  \ 
whop^ys 
the  price.  | 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


alition  for  Literacy 
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Connecticut  Mutual  Life  Insurance  Company 

>  Conneclitul  Mutual  Financial  Services  •  Urbcci  •  GmupAmcricu  Insurance  Company  •  Stale  House  Capital  Managemeni 
•  CM  Life  •  CM  Assurance  •  CM  Asset  Advisors  •  CM  Transnational  •  Diversifieil  Insurance  Services  of  America 

Hartford,  Connecticut  06154 


The  giS  Alliance 


An  Alliance  of  Blue  Chip  Companies 


vestment  Figures  of  the  Wee 


HENTARY 

rock  market  took  a  breather 
eek,  after  climbing  most  of 
But  the  damage  was  mostly 
ed  to  big-name  stocks.  Of 
□jor  indexes,  only  the  Dow 
d  a  loss.  Small  companies, 
•ds  in  the  most  recent  rally, 
some  strong  gains,  up 
for  the  week.  Tokyo  and 
0  stocks  also  moved  up  by 
han  1  % .  The  dollar,  which 
during  May,  came  under 
pressure  and  dropped 
Yields  on  short-term  T-bills 
up  0.2  percentage  points. 


Moy  25-31 


BONDS 

May  Nov. 


May     May  23-31 


THE  DOLLAR 

May      Nov.      May     May  25-31 


Shearson  Lehman 
Treosury  Index 


 ^  m   1288  58 

l-J  —  1J80  90 


'  1250  80 


52-week  change 
+20.2% 


1  -week  change 
-hO.4% 


52-week  change 


1  -week  change 
+0.3% 


52-week  chonge  1 -week  change 

+8.8%  -0.7% 


RKET  ANAtYSIS 


%  change 


iTOCKS 

Latest 

Week 

52-week 

lONES  INDUSTRIALS 

2480.2 

-0.1 

20.2 

IMPANIES  (Russell  1000) 

169.9 

0.6 

20.4 

COMPANIES  (Russell  2000) 

171.5 

1.2 

20.1 

iMPANIES  (Russell  3000) 

182.5 

0.6 

20.4 

%  change  (local  currency) 

m  STOCKS 

Latest 

Week 

52-week 

N  (FINANCIAL  TIMES  100) 

21 14.4 

-0.9 

17.1 

(NIKKEI  INDEX) 

34,266.8 

1.2 

23.7 

rO  (TSE  COMPOSITE) 

3707.4 

1.1 

13.0 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.9% 

8.7% 

6.7% 

30-YEAR  TREASURY  BOND  YIELD 

8.6% 

8.6% 

9. 1  % 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.4% 

3.6% 

S&P  500  PRICE/EARNINGS  RATIO 

12.5 

12.5 

14.2 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 

294.2 

292.2 

Positive 

Stocks  above  26-week  moving  average 

68.6% 

68.5% 

Neutral 

Speculative  sentiment;  Put/call  ratio 

0.22 

0.22 

Negative 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.66 

1.63 

Positive 

USTRY  GROUPS 


change 


BRIDGE  INFORMATION  SYSTEMS  INC. 


change 


WEEK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52 -week 

Price 

S  AND  MOTELS 

17.3 

45.9 

HILTON  HOTELS 

30.4 

86.9 

82 

:0NDUCT0RS 

13.8 

5.2 

MOTOROLA 

20.0 

19.7 

54% 

IEERIN6  AND  CONSTRUCTION 

12.7 

35.6 

FLUOR 

16.9 

58.3 

28V2 

BUILDING 

12.2 

56.6 

PHM 

22.2 

164.0 

16^/2 

1 1.2 

45.0 

HASBRO 

15.4 

37.5 

20% 

VEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

.  AND  GLASS  CONTAINERS 

-5.0 

17.3 

CROWN  CORK  &  SEAL 

-7.3 

29.1 

47% 

MINING 

-3.6 

-6.5 

NEWMONT  MINING 

-7.9 

-7.6 

34% 

.S 

-3.4 

23.3 

ASARCO 

-5.5 

18.1 

27% 

JMENTATION 

-3.1 

0.6 

HEWLETT-PACKARD 

-4.0 

0.2 

541/8 

INE  TOOLS 

-1.6 

-2.0 

CROSS  &  TRECKER 

-1 1.9 

-16.1 

13 

UAL  FUNDS 


mORningstar  inc. 


s 

1  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

MAN  OCEANOGRAPHIC  TECHNOLOGY 
i  SANDERS  SPECIAL 
VELL  EMERGING  GROWTH 

1  1.4 
9.9 
9.6 

UNITED  SERVICES  GOLD  SHARES 

STRATEGIC  INVESTMENTS 

COLONIAL  ADVANCED  STRATEGIES  GOLD 

-8.3 
-7.2 
-6.5 

total  return 

% 

52-week  total  return 

% 

AANN 

MRE  GROUP  TREND 
tENA  GROWTH 

67.4 
51.7 
51.5 

STRATEGIC  INVESTMENTS 
STRATEGIC  GOLD/MINERALS 
FINANCIAL  STRATEGIC  GOLD 

-24.5 
-23.6 
-20.1 

■]  S&P  500 

ek  total  returr 


TIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


nounts 

t  the  present 
1)  $10,000 
l<  one  year 
|i'3ch  portfolio 

es  indicate 
'•W  otal  returns 


U.  S.  stocks 
$12,496 

-0.91  % 


Treasury  bonds 
$11,831 

+  0.74% 


Foreign  stocks 
$11,422 

-0.68% 


nil 


Money  market  fund 
$10,683 

+  0.18% 


Gold 
$8,058 

+  0.65% 


This  poge  ore  as  of  market  close  Wednesdoy,  May  31,  1989,  unless  otherwise  indicated.  May  30.  Mutual  fund  returns  are  as  of  Moy  26.  Relotive  portfolios  ore  valued  os  of  May  30.  A  nnore 
jps  include  S&P  500  companies  only;  performance  ond  sfiore  prices  ore  as  of  market  close        detailed  explonotion  of  tfiis  page  is  available  on  request. 


BUSINESSWEEK/JUNE  12,  1989 113 


jtorials 


NATO  DEFENSE  CUTS: 
PLAN  FOR  THE  PAYOFF 

reassurance  that  Congress  can  put  its  house  back  a 
semblance  of  order. 

But  before  the  lawmakers  get  too  complacent,  they  w  g 
be  wise  to  heed  the  new  moral  climate  on  Capitol  Hill-  d 
act  accordingly.  House  and  Senate  task  forces  on  e  % 
reform  are  expected  to  issue  their  recommendations  she 
And  change  is  needed  urgently.  Congress  should  move  £  by; 
from  the  kingdom  of  brazen  self-interest  where  legisl»8 
exempt  themselves  from  the  laws  they  impose  on  othersited 
where  special  interests  shamelessly  shower  the  pow^f'  1 
with  campaign  contributions  and  honoraria. 

The  House  and  Senate  should  act  swiftly  on  legisl^n 
that  would  bar  lawmakers  from  becoming  lobbyists  foilfce 
year  after  they  leave  office.  And  while  they  are  at  itIBie 
legislators  should  close  the  loophole  that  allows  menrte-s  ^ 
elected  before  1980  to  convert  their  leftover  campaign  cc! 
butions  to  personal  use  when  they  retire.  The  ethics  jith  - 
forces  also  should  call  for  an  end  to  speaking  honoraijlhiii 
exchange  for  a  25%  pay  raise  for  House  and  Senate  Mtmi 
bers.  Despite  the  lapses  of  a  few,  the  lawmakers  as  a  v^i 
deserve  it,  just  as  the  public  deserves  a  Congress  that  mM 
legally  on  the  take  all  the  time.  H 

■pi^resident  George  Bush's  proposal  for  deep  cuts  in 
B^Pconventional  forces  in  Europe  has  a  far-reaching  cor- 
H     ollary:  the  prospect  of  big  savings,  later  if  not  sooner, 
in  overall  U.  S.  defense  spending.  After  all,  60%  of  the  $305 
billion  annual  U.  S.  military  budget  is  dedicated  directly  or 
indirectly  to  the  defense  of  Europe,  the  focus  of  the  East- 
West  conflict  for  40  years.  A  cut  in  conventional  forces  in 
Europe  by  both  sides  will  greatly  reduce  the  threat  of  a 
Soviet  armed  attack  against  Western  Eui-ope.  That  will  al- 
low the  U.  S.  to  make  even  bigger  reductions  in  overall 
defense  spending,  beyond  the  specific  cuts  in  Europe  that 
are  envisioned  in  Bush's  plan  (page  22).  As  the  threat  of 
Soviet  conventional  forces  diminishes  in  Europe,  Washington 
can  begin  looking  for  more  ways  to  wind  down  the  U.  S.- 
Soviet arms  spiral. 

Bush  has  scheduled  strategic  arms  reduction  talks  (start) 
with  the  Soviets,  beginning  on  June  19,  to  negotiate  further 
cuts  in  nuclear  weapons.  Now  he  must  lose  no  time  in 
launching  yet  another  major  multilateral  defense  review  fo- 
cusing on  how  reduced  superpower  tensions  can  be  most 
effectively  translated  into  concrete  budgetary  savings.  If  the 
Bush  Administration  does  not  take  the  initiative  on  this 
issue.  Congress,  strongly  backed  by  public  opinion,  certainly 
will.  The  growing  climate  of  detente  is  not  likely  to  allow  the 
President  the  luxury  of  waiting  for  the  final  outcome  of 
either  the  Vienna  talks  or  the  Start  negotiations  before 
starting  to  plan  for  slimmed-down  U.  S.  armed  forces  and 
reduced  spending  on  weapons  and  military  research. 

Barring  an  abrupt  shift  toward  more  hostile  policies  by 
Soviet  President  Mikhail  S.  Gorbachev,  the  American  people 
and  Congress  will  rightly  conclude  that  some  of  the  hun- 
dreds of  billions  of  dollars  that  the  U.  S.  has  been  pouring 
into  defense  every  year  can  now  be  better  used  to  meet 
other  urgent  needs  to  invest  in  our  human  capital,  from 
education  and  combating  drugs  to  shrinking  the  budget 
deficit.  There  are  going  to  be  job  dislocations  if  the  defense 
cutbacks  are  major,  and  some  of  the  savings  are  going  to 
have  to  be  sijent  on  retraining  displaced  workers.  The  alloca- 
tion of  limited  budget  resources  should  correspond  to  these 
changing  priorities. 

PUT  THE  S&U  1 
ON  A  SHORT  LEASH  1 

■■  t's  sickening.  At  a  time  when  the  official  estimate  ohh 
H  cost  to  the  American  taxpayer  of  bailing  out  the  sawsB 
H  and  loan  industry  ranges  up  to  a  high  of  $285  billior|||iM 
industry's  lobbying  arm  is  badgering  Congress  to  guflteB 
reform.  The  centerpiece  of  the  Bush  Administration's  niifi 
plan  for  the  thrifts  is  to  beef  up  the  industry's  araSk 
capital  requirements — now  much  lower  than  those  reqted 
of  commercial  banks.  Capital  is  the  bedrock  of  any  fincBia 
institution,  and  over  the  years.  Congress  has  heedec^e 
industry's  plea  to  dilute  capital  requirements  until  theyiOW 
include  such  things  as  goodwill,  which  won't  buy  you  <iup! 
of  coffee. 

If  the  industry  pitchmen  in  Washington  get  their  wajliiCi 
taxpayers  will  be  anteing  up  billions  of  dollars  every  o 
of  years  to  pay  for  the  mistakes  of  irresponsibly  marked 
thrifts.  Despite  the  appearance  of  reform,  nothing svil' 
change.  What  is  needed  is  more  financially  sound  initu-j 
tions  with  deeper  pockets,  not  marginal  operations  flyii  " 
the  seats  of  their  pants.  By  letting  the  people  who  cjsei 
the  problem  have  their  way.  Congress  will  only  make  t  ag'-. 
worse. 

We  couldn't  agree  more  with  famed  investor  WarnjM 
BufTett,  whose  Berkshire  Hathaway  Inc.  owns  Mutual  ■  i  j 
ings  &  Loan  Assn.  of  Pasadena,  Calif.  Disgusted  wit  H  (] 
U.  S.  League  of  Savings  Institutions'  lobbying  campai^ 
the  Hill,  Buffett's  thrift  withdrew  from  the  group  wjh 
parting  blast  that  we  think  sums  up  the  situation:  "It 
unfair  to  liken  the  situation  now  facing  Congress  to  cacei 
and  to  liken  the  league  to  a  significant  carcinogenic  ajenl' 
And,  like  cancer,  our  present  troubles  will  recur  if  Con  'e?; 
lacks  the  wisdom  and  courage  to  excise  elements  'lic:  ^ 
helped  cause  the  troubles."  To  that  we  say  Amen. 

CONGRESS, 
CLEANSE  THYSELF 

^      ^hatever  else  his  almost  certain  elevation  to  House 
W^^w  Speaker  brings,  Majority  Leader  Thomas  S.  Foley 
(D-Wash.)  is  no  Jim  Wright.  He  is  cautious  and 
thoughtful,  where  Wright  was  brash  and  abrasive.  Foley  is 
judicious  and  honorable,  where  Wright  had  a  gaping  ethical 
blind  spot.  For  all  House  members  who  fear  that  the  strict 
ethical  accountability  sweeping  the  Capitol  right  now  could 
cost  them  their  seats,  a  leader  with  those  qualities  will  offer 
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da  lot 
e. 

Dad. 


O  tj  N  A  (■ 


Hennessy. 


SI'!  CIM 


>■  -J  jfxJ  hoiilctl  III  Cf^nacfraucc, 


Cognac 
Hennessy 
Hie  Spirit  of  the  Civilized  Rogue. 

Hennessy  as  a  gift,  visit  your  local  retailer  or  call  1-800-CHEER-UP. 
This  telephone  service  is  void  where  prohibited  by  law 


■CI  1989  Schieffehn  &  Somersel  Co .  NY,  NY,  Cognac  Hennessy  40%  Ale  /Vol  (80°) 


She  also  doesn't  realize 
Hewlett-Packard  makes  PC: 


386  is  a  trademark  <if  InU-l  Corporatiim 

©  1989  Hewlett  Packard  Company  (:P-FC9()4 


Wliat  a  loss.  Because  Hewlett- 
Packard  has  a  line  of  eiglit 
high-performance  personal 
computers.  PCs  which  range 
from  desktop  and  floor-mount 
Intel386"  based  powerhouses 
to  entry-level  8086-compati- 
bles.  PCs  which  offer  you  a 
better  way  of  doing  business. 

Hewlett-Packard  personal 
computers  give  you  plenty  of 
opportunity  for  expansion. 
As  well  as  plenty  of  options. 


The  HP  Vwtra  QS/20  PC.  One  in 
a  line  of  eight  PCs  from  Hewlett-Packard. 
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The  Great  Leap 

Backward.... 


743675 


Window  of  opportunity. 


About  three  years  ago.  to  preserve  a 
local  landmark.  Eastman  Kodak 
Company  bought  an  empty.  107-year 
old  seminary,  just  a  stone's  throw 
from  their  largest  manufacturing  site 
in  Rochester.  New  York. 

Soon  afterward,  they 
decided  to  put  a  research  and  develop- 
ment unit  into  the  top  floor.  The  problem 
was,  there  was  no  effecti\'e  wav  to  set 
am  thing  bigger  than  a  seminary  student 
into  the  building.  No  loading  docks. 
No  elevators.  And  three-story  stairwells 
too  twisty  to  hike  any  furniture  up. 

So.  Kodak  called  on  John  Donohue 
of  Merkel-Donohue.  their  full-service 
Steelcase  dealer  in  Rochester,  with  70 
employees  and  25-years  experience. 
Donohue  and  the  Kodak  people  put 
their  heads  toeether. 


■■John,  it's  i^oin^  to  be  a  challeni^e." 


"Challenge? 
We're  going  to 
need  a  shoehorn!" 

The  best  approach,  they  decided,  was 
to  jury-rig  an  outside  elevator.  They 
took  out  a  third-story  bay  window.  Built 
a  scaffold.  And  rolled  a  giant  crane 
over  from  Kodak.  Steelcase  s  deliveries 
were  coordinated  so  that  as  furniture 
arrived,  it  was  unloaded,  hoisted  up  to 
the  scaffold,  and  moved  in  through 
the  window. 

Working  together,  Merkel-Donohue, 
Kodak,  and  Steelcase  managed  to 
deliver  three  huge  trailers  worth  of 
furniture— Series  9000,  plus  chairs, 
files,  the  works.  Enough  for  40  offices  and 
several  conference  rooms.  In  one  day. 

One  long,  late-November  day 

In  a  blizzard. 


Steelcase 

The  Office  ijn  irnnmeru  Company 


For  more  mformatton.  call  }-H(H)-W)9V) 


Yesterday,  it  was  not  unusual  for  banks  and  clients  to 
form  temporary  alliances. 

Today,  an  increasing  number  of  corporations  believe  that 
their  interests  are  best  served  by  long-term,  in-depth  banking 
relationships. 

So  does  Bankers  Trust.  A  cornerstone  of  our  merchant 
banking  philosophy  is  the  maintenance  of  multi-level,  multi- 
service relationships. 

We  have  become  a  trusted  financial  advisor  to  many  clients, 
providing  everything  from  cash  management  to  risk  manage- 
ment. This  keeps  us  constantly  abreast  of  your  overall  financial 
plans. 

So  when  special  opportunities  arise  — a  recapitalization,  a 
merger,  an  acquisition  — we  are  perfectly  positioned  to  help  you 
take  advantage  of  them.  There  is  no  learning  curve  to  climb, 
no  long-term  objectives  to  be  identified. 

Solid  merchant  banking  relationships  have  never  been 
more  productive  than  in  the  uncertain  world  of  today. 

OBankersTrust  Company 

Because  today  isn't  yesterday. 
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TEARS  IN  TIANANMEN  SQUARE:  A  BILLION  DREAMS  OF  FREEDOM  AND  PROSPERITY  HAVE  BEEN  BRUTALLY  CRUSHED— FOR  NOW 


Cover  Story 

28  THE  GREAT  LEAP  BACKWARD 
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PRODUCTION 

Change  from  last  week:  -0.1% 
Change  from  lost  year:  2.7% 
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LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year:  6.8% 
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The  production  index  wos  neorly  flat  for  the  week  ended  May  27.  On  a 
seasonally  adjusted  basis,  this  week's  output  of  electric  power,  paper,  trucks,  lumber, 
and  crude-oil  refining  increased.  Production  of  autos,  rail-freight  traffic,  paperboard, 
and  cool  declined.  Output  of  steel  was  unchanged  for  the  week.  Prior  to  calculation 
of  the  four-week  moving  average,  the  index  rose  sharply  to  177.5  from  174.8  for  the 
week  before. 

BW  production  index  copyright  1989  by  McGraw-Hill  Inc. 


The  leading  index  was  basically  unchanged  for  the  week  ended  May  27.' 
shorp  decline  in  the  growth  in  materials  prices  ofTset  the  positive  signs  given 
higher  stock  prices,  lower  bond  yields,  faster  growth  in  M2,  and  a  drop  in 
number  of  business  foilures.  The  change  in  real  estate  loans  was  down  slightly  for  t 
week.  Before  calculation  of  the  four-week  moving  overage,  the  index  dropped  I 
210.6  from  211  in  the  previous  week. 

Leading  index  copyright  1989  by  Center  tor  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


lEADING  INDICATORS 


Latest 
week 

Week  '/ 
ago 

0  Change 
year  ago 

STEEL  (6/3)  thous.  of  net  tons 

1,920 

1,954# 

-2.8 

AUTOS  (6/3)  units 

122,695 

148,363r# 

-11.6 

TRUCKS  16/3)  units 

72,377 

85,907r# 

0.0 

ElEQRIC  POWER  (6/3)  millions  of  kilowatt-hours 

54,123 

54,702r# 

6.2 

CRUDE-OIL  REFINING  (6/3)  thous.  of  bbl./do/ 

13,924 

13,733r# 

0.8 

COAL  (5/27)  thous.  of  net  tons 

1 8,593  # 

18,896 

3.2 

PAPERBOARD  (5/27)  thous.  of  tons 

735.2  # 

736.4r 

-2.3 

PAPER  (5/27)  thous.  of  tons 

739.0# 

713.0r 

2.6 

LUMBER  (5/27)  millions  of  ft. 

487.5  # 

484.0 

-6.6 

RAIL  FREIGHT  (5/27)  billions  of  ton-miles 

19.7# 

19.8 

0.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA'^,  Association  of 
Americon  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/7) 

142 

143 

125 

GERMAN  MARK  (6/7) 

1.97 

1.99 

1.72 

BRITISH  POUND  (6/7) 

1.58 

1.57 

1.82 

FRENCH  FRANC  (6/7) 

6.68 

6.74 

5.79 

CANADIAN  DOLLAR  (6/7) 

1.20 

1.21 

1.22 

SWISS  FRANC  (6/7) 

1.70 

1.72 

1.43 

MEXICAN  PESO  (6/7)^ 

2,481 

2,472 

2,300 

Sources:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

Latest 
week 

Week  '9 
ago 

0  Change 
year  ago 

GOLD  (6/7)  $/troy  02. 

374.200 

361.800 

-18.3 

STEEL  SCRAP  (6/6)  #  1  heavy,  $/ton 

1 18.00 

114.50 

8.3 

FOODSTUFFS  (6/5)  index,  1 967  =  1 00 

222.9 

226.6 

-6.9 

COPPER  (6/3)  ^/Ib. 

117.8 

1 16.2 

10.5 

ALUMINUM  (6/3)  «/lb. 

95.0 

96.5 

-26.4 

WHEAT  (6/3)  #  2  hord,  $/bu. 

4.37 

4.46 

25.6 

COTTON  (6/3)  strict  low  middling  1  - 1  / 1 6  in.,  a/\b. 

64.26 

62.47 

-2.2 

Latest 
week 


Week 
ago 


STOCK  PRICES  (6/2)  s&P  500 


321.77 


320.04 


tan  Jo 


CORPORATE  BOND  YIELD,  Aaa  (6/2) 


9.37% 


9.41  % 


INDUSTRIAL  MATERIALS  PRICES  (6/2) 


103.7 


104.4 


BUSINESS  FAILURES  (5/26) 


250 


254 


REAL  ESTATE  LOANS  (5/24)  billions 


$325.2 


$324.6r 


MONEY  SUPPLY,  M2  (5/22)  billions 


$3,081.2  $3,075.0r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/20)  thous 


303 


326 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  D 
Bradstreet  (foilures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  set 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


Ilia  lei 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week.  Kansas  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ago 

%Cb|( 

yeai»i 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (May) 

117.2 

117.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (May) 

5.2% 

5.3% 

PURCHASING  MANAGERS'  INDEX  (May) 

49.7% 

53.0% 

CONSTR.  SPENDING  (Apr.)  annual  rote,  billions 

$414.9 

$414.6r 

Sources:  BLS,  National  Association  of  Purchasing  Monagement,  Cen 

sus  Bureau 

MONETARY  INDICATORS  U 

Latest 
week 

Week 
ago 

reo^ 

MONEY  SUPPLY,  Ml  (5/22) 

$772.5 

$773.0r 

BANKS'  BUSINESS  LOANS  (5/24) 

316.4 

316.9r 

FREE  RESERVES  (5/31) 

639 

329r 

NONFINANCIAL  COMMERCIAL  PAPER  (5/24) 

122.9 

123.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for ) 
a  two-week  period  in  millions). 

ree  reserves,  \ 

vhich  are  expressfll 

  I 

MONEY  MARKET  RATES  J 

Latest 
week 

Week 
ago 

1  1 
Ve, 

'i. 

FEDERAL  FUNDS  (6/6) 

9.58% 

9.77% 

7.:°/ 

PRIME  (6/7) 

11.00 

11.50 

% 

COMMERCIAL  PAPER  3-MONTH  (6/7) 

9.03 

9.31 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/7) 

9.25 

9.55 

7.1, 

EURODOLLAR  3-MONTH  (5/31) 

9.50 

9.46 

7.  1 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense  equip 
1  =  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        N A  —  Not  available        r  =  revised        NM  =  Not  meaningful 
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ARE  ESOPs  GOOD  FOR  COMPANIES? 
YES  AND  NO  

■ congratulate  BUSINESS  WEEK  for  thfe 
Cover  Story  "ESOPs:  Are  they  good 
for  you?"  (May  15).  It  gave  a  balanced 
account  of  the  issue  and  explained  the 
important  role  employee  ownership  and 
participation  can  play  in  restoring  this 
nation's  competitiveness. 

We  must  not  ignore 
the  potential  of  our 
greatest  national  re- 
source, our  people. 
ESOPs  can  help  realize 
this  potential,  especially 
when  employee  owners 
actively  participate  in 
managerial  decision- 
making and  are  given 
responsibility  for  help- 
ing to  make  their  com- 
panies more  productive. 

Employee  stock  own- 
ership, or  "supply-side 
for  workers,"  can  be  the 
basis  of  a  new  relation- 
ship between  corporations  and  their  em- 
ployees. It  can  spread  the  pride  of  own- 
ership and  encourage  the  self-esteem 
that  comes  with  being  a  master  of  one's 
own  destiny. 

In  our  state,  we  have  endorsed  em- 
ployee ownership  and  participation  as  an 
economic  development  strategy.  The 
state  runs  programs  that  help  business 
and  labor  establish  employee  ownership 
plans  and  participative  management  pro- 
grams. These  have  proven  to  be  both 
popular  and  effective. 

ESOPs  are  one  example  of  the  new 
thinking  we  need.  I  hope  business  week 
will  report  other  examples  as  well. 

Mario  M.  Cuomo 
Governor 
State  of  New  York 


with  up-front  tax  and  cash-flow  ben* 
thereby  gaining  the  time  needed  to  tit  - 
an EI  program  and  generate  positiv 
turns  on  the  investment.  The  re: 
Win-win-win:  for  the  company,  the 
agement,  and  the  employees. 

Ronald  J.  Gi 
Pres 

ESOP  Services 
Scottsville, 


Is  It  Good  For  You? 
Or  Your  Company?. 


Are  employee  stock-ownership  plans 
here  to  stay?  Your  article  provided 
a  timely  and  positive  answer  to  this 
question. 

The  ESOP  can  satisfy  Corporate  Ameri- 
ca's appetite  for  quick  returns  while 
dealing  with  the  long-term  payback  real- 
ity of  employee  involvement  (El)  pro- 
grams. The  ESOP  provides  the  company 
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nee  agam, 
magazine  has 
sen  to  ignore  the  le| 
five  goal  of  ESOP  le{ 
tion   (i.e.,   to  ex 
capital  ownership) 
instead   focus  on 
agenda  of  its  owi 
sign:  increasing  pn 
tivity  through  work; 
participation — an 
doubtedly  desirable 
but  a  goal  only  taMypatr 
tially  related  to  ESC  adverl 

Are  ESOPs  good 
you?  ESOPs  were  sj  mt 
cally  designed  a; 
ownership-broadening  technique  ol 
porate  finance — not  (as  BUSINESS  ^ 
would  have  its  readers  believe)  as  a 
to  enhance  productivity  via  work 
participation.  Last  year,  the  U.  S.  e 
my  financed  $430  billion  in  new 
and  equipment  plus  $311  billion  in  r 
ers  and  acquisitions.  How  much  of 
was  financed  via  ESOPs?  Less  thai 
With  fully  half  of  that  $741  billii 
nanced  for,  at  most,  3%  to  5%  ojt 
already-wealthiest  U.  S.  household: 
correct  question  to  be  asking  is:  "I 
ESOP  finance  good  for  you?" 

Jeffrey  R. 

Co 
Kelso 
New 

s  an  early  ESOP  advocate,  I 
Lwith  great  interest  your  recen 
ture  article  on  the  subject.  Pa 
Corp.  originally  established  its  ES 
1976,  with  the  purchase  of  24%  ( 
company's  shares  from  the  estate 
founder,  Ralph  M.  Parsons. 

Parsons  is  now  1009^  owned  by  it 
ployees.  There  is  only  one  class  of 
none  being  reserved  for  officers. 
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ocated  annually  to  all  employees  in 
Drtion  to  their  relative  salaries  as 
:.B0  debt  is  paid  down.  Presently, 
of  all  shares  have  been  allocated  to 
oyees. 

lave  not  been  surprised  to  observe 
we  are  able  to  attract,  retain,  and 
rate  the  highest  quality  staff.  Work 
s  have  sharply  improved.  Productiv- 
as  increased.  We've  gained  a  com- 
ve  edge  in  the  markets  we  serve, 
domestic  and  foreign. 

•  took  the  ESOP  step  with  caution 
in  two  stages,  but  it  has  been  a 
lying  experience  to  see  the  favor- 
mpact  it  has  made  in  our  company. 
1  age  of  enlightenment,  ESOP  has 
a  the  way  to  optimize  owner-man- 
?mployee  relationships. 

W.  E.  Leonhard 
Chairman  and  CEO 
Parsons  Corp. 
Pasadena,  Calif. 

lur  story  unfortunately  and  uncriti- 
ally  parrots  our  competitor's  long- 
ig  advertising  campaign  about  the 

•  of  their  ESOP  to  improve  service 
ncrease  market  share  ("With  its 
Avis  tries  even  harder,"  Cover  Sto- 
ay  15).  Neither  of  these  alleged 
ts  have  materialized. 

the  service  side,  a  dramatic  drop  in 


EXPRESS  DELIVERY 
OF  BUSINESS  WEEK 


Some  of  our  subscribers  have  request- 
ed speedy  express  delivery  of  their 
weekly  copies  of  BUSINESS  WEEK.  We 
now  offer  delivery  by  overnight  couri- 
er at  a  yearly  charge  of  less  than  $10  a 
copy.  A  courier  will  deliver  BUSINESS 
WEEK  by  10:30  every  Friday  morning — 
to  your  home  or  office  virtually  any- 
where in  the  U.  S.  If  you  are  interest- 
ed, please  call  Mary  Pizzarelli  at  212 
512-6246. 


customer  complaints  was  cited  as  evi- 
dence of  improvements  brought  about 
by  the  ESOP.  Had  your  reporter  checked 
with  Hertz,  he  would  have  learned  that 
our  complaints  are  down  by  an  equally 
dramatic  amount. 

A  more  egregious  factual  error  was 
the  level  of  debt  Avis  must  bear.  Accord- 
ing to  published  sources.  Avis  has  more 
than  $600  million  outstanding,  not  the 
$395  million  cited.  This  level  of  debt 
places  Avis  fourth  among  the  top  four 
rental-car  companies  in  the  critical  mea- 
sure of  debt  to  equity,  with  a  ratio  of  13 
to  1.  Hertz,  by  comparison,  is  at  2.5  to  1. 

This  is  an  important  point,  because  it 
means  their  ability  to  fund  the  develop- 


ment of  new  services  is  severely  ham- 
pered. Their  lack  of  innovative,  substan- 
tive programs  and  new  services  over  the 
past  year  is  evidence  of  this  weakness. 

Their  heavy  debt  load  also  questions 
the  assertion  that  Avis  "has  recorded 
higher  profit-sales  ratios  than  car-rental 
leader  Hertz  Corp."  The  fact  is  that 
their  profitability  is  not  better  than  ours. 

Finally,  and  most  important.  Avis  is 
no  closer  to  becoming  No.  1.  According 
to  Automotive  Fleet  Factbook,  Avis  is 
seven  points  behind  Hertz  in  market 
share  with  19.49'<,  compared  with  our 
26A7(.  At  the  critical  airport  locations. 
Auto  Rental  News  places  Avis  nearly 
5%  behind  us  (27.3%  vs.  32.1%).  In  fact. 
Avis'  on-airport  market  share  peaked  at 
28%  in  November,  1987,  and  has  declined 
since. 

This  evidence  certainly  does  not  sup- 
port BUSINESS  week's  contentions  about 
the  power  of  Avis'  ESOP.  Quite  the  con- 
trary, the  evidence  constitutes  a  picture 
of  a  struggling  competitor  fighting  just 
to  maintain  its  market  position. 

Joseph  M.  Russo 
Staff  Vice-President 
Hertz  Corp. 
Park  Ridge,  N.J. 

Editor's  note:  The  debt  figure  cited  in 
the  story  was  identified  as  "buyout 


What  do  you  give  someone 
ho's  honestwell4oved  and  has 
proved  with  age? 


WILDTORKEir 

8  years  old,  101  proof,  pure  Kentucky 


T  OF  WILD  TURKEY^/lOl  PROOF  ANYWHERE' CALL  1  800  CHEER  UP  •EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHISKEr  ALC  BY  VOL  506%  AUSTIN  NICHOLS  DISTILLING  CO  LAWRENCEBURG  KY©1988 


SPARCSTAnON 
POWERFUL  DESKIOf) 


Corporate  desktops  are  about  to  experience 
an  extremely  powerful  takeover 

Presenting  the  incredibly  powerful 
SPARCstation"!  from  Sun  Microsystems?" 

A  miracle  of  miniaturization,  integration 
and  innovation,  the  SPARCstation  1  sets  a 


new  benchmark  of  price,  performance  anf  P( 
fianctionality  by  which  all  desktop  compi 
must  be  judged. 

Simply  put:  for  less  than  $9,000,*  the 
SPARCstation  1  gives  you  more  power  inl-  'i[ 
grated  with  more  features  than  any  othei 
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•  The  U.S.  lis!  price  far  one  SPARCsiuiiim  I  wiih  a  1 7-inc  h  momichromelnraacale  mimiiur  ami  emhi  mef^ubvies  iil  mum  memiin  Pmsihlx  the  hesi  desktop  aimpuier  deal  in  histtin.  0/  course. 
SPARC slalions  arcmmlahle  m  a  variety  ol  contiKuralmns  lo  salisly  the  needs  of  di/lereni  users  Citpyrmhi  <  IWISun  Mitrusvstems  Im  SPARC.  SPARCslaimn.  SP.ARCserver  SPARCmtre.  DOS 
Wmdows  and  Systems  for  Open  Computing  are  trademarks,  and  Sun  Microsystems  and  the  Sun  liino  are  registered  trademarks  of  Sun  Microsystems.  Inc.  UNI.X  is  a  reaistered  trademark  and 
OPEN  LOOK  IS  a  trademark  ol  ATA  I  A II  other  products  or  services  menlumed  are  identified  by  the  trademarks  oj  their  respective  organizations. 
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HE  WORLD'S  MOST 
DRTHE  PRICE  OF  A  PC 


3sktop  computer  in  the  world. 

Tlie  RISC-based  SPARCstation  1  is  smaUer 

lan  an  IBM  PC.  Yet  despite  its  size,  it 

jlivers  12.5  MIPS  of  performance. 

That's  three  times  the  power  of  the  most 

lly  loaded  and  most  hotly  accelerated  PC. 

What's  more,  the  SPARCstation  1  comes 

ith  built-in  32-bit  Ethemet,  a  speaker  and 

icrophone  jack  for  voice  mail  and  multi- 

edia  applications  and  needless  to  say, 

iggering  graphics  performance. 

Best  of  ail,  the  SPARCstation  1  is  just  one 

ember  of  a  whole  family  of  high-perform- 

ice  SPARCstations  and  SPARCservers7 

PRESENTING  OPEN  LOOK. 
UNIX  FOR  THE  REST  OF  US. 
A  simple,  intuitive,  point-and-click  inter- 
ne OPEN  LOOK™  uses  graphical  icons  and 
nouse  to  navigate  through  the  easiest-to- 
e  UNIX*  interface  ever  seen. 
Printing  a  document,  sending  a  fax,  trans- 
ling  a  file  or  leaping  from  one  application 
another  is  as  simple  as  pointing  at  an  icon 
d  clicking  a  mouse. 

THERE'S  A  SPARCWARE 
APPLICATION  FOR  EVERY  JOB 
UNDER  THE  SUN. 
There  are  over  500  third-party  SPARCware™ 
plications  that  you  can  unwrap  and  put 
use  in  your  company  right  now. 


SPARCstation  1 


'  )PARC Station  1.  It  may  look 
'  but  when  you  compare  its  power  and 
res  to  anything  else  on  the  market, 
clearly  the  world's  most  powerful  desktop 


In  addition,  with  DOS 
Windows™  a  SPARCstation  1  can 
easily  satisfy  the  needs  of  the  casual 
DOS  user  who  occasionally  needs  to 
iccess  DOS  applications  and  files. 


OPEN  LOOK  gives  you  all  the  power  of  UNIX  with  an  interface  that's 
as  easy-to-use  as  the  easiest-to-use  personal  computer  Point  at  an 
icon,  click  the  mouse  button  and  your  SPARCstation  I  goes  to  work 
at  blinding  speeds.  Shown  here:  Sun  Write.  SunPaint  and  SunDraw 
working  with  Lotus  1-2-3. 

WE'RE  OPEN  FOR  ANYTHING. 

Thanks  to  Sun's  philosophy  of  Open 
Computing,  you  can  have  the  power  of 
SPARC™  without  being  tied  into  one  pro- 
prietary operating  system,  instruction  set 
or  user  interface. 

Which  means  you  can  choose  the  hard- 
ware, software  applications  and  network 
solutions  that  are  best  for  you.  Whatever  they 
may  be.  Or  whoever  may  supply  them. 
So  before  you  purchase  another  desktop 

computer,  get  the 
details  on  Open 
Computing  and 
our  new  SPARC 

—  ^   .  family  Call  us  at 

1-800-223-6736. 
Or  in  Califomia,  1-800-322-6736. 
Then  get  ready  to  set  off  a 
few  sparks  of  your  own. 

^  microsystems 


msvax 


Systems  for 
Open  Computing" 


ALL  THESE  WILL  BE  DELIVERED. 


BUT  ONLY  Tins  ONE  WILL  BE  OPENEE 
AND  READ  93%  OF  THE  TIME. 
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Today,  you  can  depend  on  most  mail  to  be  delivered,  but  being  opened  and  read  is  another  matter 
Only  Western  Union  Mailgram  can  boast  of  being  opened  and  read  93%  of  the  time. 
If  that's  the  kind  of  response  you  want.  Western  Union  Mailgram  is  the  only  one  to  trust. 
For  more  information  call  1-800-373-6245,  DEPT.  550 

WESTERN 
UNION 


'Cil9H9  We6t-?rn  Union  Corporation 


Speed.  Impact.  Response. 
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'  to  distinguish  it  from  borrowings 
erseas  units  and  fleet  financing. 

T  USE  THE  1'  WORD 

ESCRIBE  S  CORPS  

i  tax  tip  in  your  article  "When  an  S 
irp  may  spell  tax  relief"  (Personal 
ess,  May  15)  refers  to  the  S  corpo- 

provision  of  the  1986  tax  law  as  a 
)r  loophole"  for  small-business 
•s.  It  might  have  been  helpful  if  a 
Df  the  legislative  history  of  S  corps 
sen  mentioned.  This  provision  came 
he  tax  law  in  1958  as  part  of  a 
ge  of  legislative  relief  for  small- 
;ss  owners.  It  gave  recognition  to 
ct  that  a  small-business  owner  has 
ce  of  three  forms  of  business.  At 
ime,  it  was  recognized  that  busi- 
lonsiderations,  other  than  income 

should  contrOi  the  decision  to 
;  between  a  proprietorship,  part- 
p,  or  corporation, 
hope  that  a  deficit-conscious  Con- 
will  continue  to  recognize  and  re- 
he  S  corp  provision  as  "small-busi- 
elief"  and  not  as  a  major  loophole. 

G.  Burke  Mims 
Nygaard,  Mims  &  Hoffman 
Portland,  Ore. 


ARE  WILDCATTERS 

AN  ENDAKGERED  SPECIES?  

Your  generally  accurate  description 
of  the  sad  state  of  domestic  petro- 
leum exploration  and  drilling  activity 
("The  big  spill's  big  chill,"  Industries, 
May  1)  may  nonetheless  leave  some 
readers  with  an  incomplete  picture. 

The  article  focused  primarily  on  activi- 
ty by  big  oil,  the  integrated  international 
petroleum  companies.  Historically,  the 
wildcatters,  independent  explorers  and 
producers,  have  been  the  driving  force  in 
domestic  oil  and  natural-gas  exploration 
and  development  in  our  country. 

For  example,  independents  drill  about 
90%'  of  exploratory,  or  wildcat,  wells  and 
80%  to  85%  of  all  wells  in  the  U.  S.— 
onshore,  offshore,  in  Alaska,  and  in  the 
lower  48.  Also,  independents  find  signifi- 
cantly more  than  half  of  all  new  oil  and 
natural-gas  reserves. 

No  matter  how  desirable,  development 
of  alternatives  to  conventional  oil  and 
natural  gas  as  our  primary  energy 
sources  is  highly  unlikely  before  the 
year  2000.  Thus,  at  least  for  the  next 
decade,  the  fate  of  U.  S.  energy  supply 
and  security  is  inextricably  tied  to  inde- 


pendent producers.  The  question  is:  Will 
there  be  enough  independents  and  do- 
mestic industry  infrastructure  left  to 
meet  the  challenge? 

Activity  by  independents,  to  a  great 
extent,  drives  the  domestic  drilling  rig 
count  either  up  or  down.  It  is  the  utiliza- 
tion— or  lack  thereof — of  domestic  drill- 
ing rigs  that  in  turn  fuels  the  infrastruc- 
ture of  domestic  exploration  and 
production.  This  infrastructure  provides 
hundreds  of  thousands  of  jobs,  not  just 
in  oil-  and  natural  gas-producing  states, 
but  throughout  the  U.  S. 

Congressional  enactment  of  measures 
to  stimulate  increased  activity  by  inde- 
pendents is  essential.  But  this  won't  hap- 
pen unless  consumers — individual,  busi- 
ness, and  industrial — recognize  the  vital 
role  of  the  independent  explorer/ produc- 
er and  the  need  for  action. 

H.  B.  "Bud"  Scoggins  Jr. 

President 

Independent  Petroleum  Assn. 

Washington 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas. New  York.  N  Y.  10020-  Fax;  (212)  512-6875, 
Telex:  12-7960,  Intl.  4998204,  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  nght  to  edit  letters 
for  clarity  and  space. 
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NECESSITIES:  RACIAL  BARRIERS  IN  AMERICAN  SPORTS 

By  Phillip  M.  Hoose 

Random  House  •  163  pp  •  $15.95 


HOW  RACISM  IN  SPORTS 
TILTS  THE  PLAYING  FIELD 


It  has  been  two  years  since  Al  Cam- 
panis  vanished  into  the  Bermuda  Tri- 
angle of  sports  analysis.  On  the  40th 
anniversary  of  Jackie  Robinson's  debut 
as  major  league  baseball's  first  black 
player,  Campanis,  then  vice-president  for 
player  personnel  of  the  Los  Angeles 
Dodgers,  was  discussing  racial  integra- 
tion in  baseball  with  ABC  Nightline's 
Ted  Koppel. 

"Why  are  there  no  black  managers, 
general  managers,  or  owners?"  Koppel 
asked.  "Is  there  that  much  prejudice  in 
baseball  today?"  Campanis  replied:  "I 
don't  believe  it's  prejudice.  I  truly  be- 
lieve they  may  not  have  some  of  the 
necessities  to  be,  say,  a  field  manager  or 
perhaps  a  general  manager." 

A  hail  of  criticism  forced  Campanis  to 
resign  from  his  post.  But  while  his  re- 


racial  biases  have  produced  a  far-from- 
level  playing  field. 

Necessities  aims  its  biggest  blast  at 
the  media,  which  Hoose  says  portray 
"blacks  as  undisciplined  brutes,  Latins 
as  explosive  firecrackers,  and  whites  as 
heady,  gutty  leaders  who  overcome  their 
damned  inferior  equipment  through  Pu- 
ritan efl^ort."  But  blacks  and  Hispanics 
are  only  the  latest  victims.  In  the  late 
1930s  and  early  '40s,  Jews  dominated 
professional  basketball,  and  then-colum- 
nist Ed  Sullivan  wrote  that  this  was  pos- 
sible only  "because  the  Jew  is  a  natural 
gambler  and  will  take  chances." 

Today  the  biases  are  more  subtle. 
Hoose  cites  CBS's  1987  coverage  of  Indi- 
ana University's  four-game  road  to  the 
NCAA  basketball  championship.  While 
the  Indiana  team  often  had 


completely.  Hoose  sees  precisely  jiat 
sentiment  behind  a  1974  Labor  Deptde- 
cision  to  restrict  the  number  of  for(»r- 
born  players  who  can  enter  U.  S.  pnes;- 
sional  baseball.  The  quota  effectiblv 
limits  the  number  of  Latins  to  about 0' 
of  all  players  joining  the  minor  leages 
Since  the  major  leagues  paradoxid' 
spend  millions  on  baseball  schools  (■«!- 
vating  talent  in  such  countries  asfhe 
Dominican  Republic,  the  quota  is  pSic 
ularly  harsh  on  aspiring  Latin  playti. 

Labor  justifies  the  ceiling  as  a  ipii 
sure  that  safeguards  American  fb. 
against  foreign  competition.  But  iriai 
interview  with  Michael  Doughert;,  < 
manpower  development  specialist  atx 
bor,  Hoose  unearthed  another  ratioik 
"There  would  be  a  big  revulsion  ofh; 
American  fan,"  said  Dougherty,  if  aid; 
of  talented  Latins  dramatically  char«! 
the  complexion  of  baseball.  That  coilu 
sion  seems  odd,  considering  that  h 
scarcity  of  white  players  hasn't  kepe 
ther  the  NCAA  or  the  NBA  from  enjori; 
record  levels  of  popularity  and  prof;. 

Of  course,  sports  do  help  minorif: 
grow  rich  in  skills  and  dollars.  Buth> 
average  time  they  spend  in  the  mo; 
leagues  is  short.  With  merei 


mark  may  have  been  embarrassing,  he 
expressed  a  view  that  author  Phillip  M. 
Hoose  believes  reflects  the  widespread 
subconscious  values  of  sports'  power 
brokers.  The  incident  spurred  Hoose, 
whose  previous  books  include  one  about 
basketball,  to  write  Necessities:  Racial 
Barriers  in  American  Sports,  a  hard- 
hitting analysis  of  the  political  and  social 
dynamics  that  typecast  minorities  in  pro- 
fessional athletics  and  have  helped 
shape  American  si)orts. 

His  crisply  written  study  gives  a 
sharp  new  focus  to  the  issues  raised  in 
A  Hard  Road  to  Glory,  Arthur  Ashe's 
trilogy  on  black  athletes  in  America,  and 
in  Tom  Brokaw's  recent  NBC  special, 
Black  Athletes:  Fact  &  Fiction.  Based 
on  100  interviews  with  athletes,  scouts, 
executives,  and  journalists,  Hoose  mar- 
shals powerful  evidence  to  confirm  that 


three  blacks  and  two  whites  on  the  floor, 
broadcasters  Brent  Mussberger  and  Bil- 
ly Packer  used  the  word  "athlete"  and 
its  derivatives  to  describe  only  the  black 
players.  Once,  a  black  player  grabbing  a 
rebound  reminded  Packer  of  "one  of 
those  animals  that  catch  flies  with  their 
tongue."  White  players,  in  contrast, 
were  lauded  for  their  intelligence  and 
discipline. 

Hoose  sees  preconceptions  among 
coaches,  too.  They  often  believe  that 
black  football  players,  for  instance,  are 
faster  and  less  intelligent,  so  they  put 
them  at,  say,  halfback.  Whites  end  up  at 
quarterback,  a  position  that  requires 
more  thinking  and  has  more  leadership 
responsibility. 

It's  almost  as  if  coaches  fear  that  un- 
less some  positions  are  kept  open  for 
whites,  minorities  will  dominate  sports 


opportunities  for  coaching,  managenfit 
or  ownership,  their  careers  end  vlei 
their  bodies  give  out. 

Hoose  stops  short  of  plunging  intcb 
larger  question  of  racism  in  AmeJa 
And  that  restraint  is  part  of  what  g  e 
Necessities  its  disturbing  concreterss 
Discussions  of  the  "white  center'  iJ 
sports — the  pitcher-catcher  axis  in  bi 
ball,  the  quarterback  in  football — 1* 
raged  for  years,  but  little  has  change 
As  Hoose  assembles  the  statistics  >a 
back  up  minority  athletes'  fears  p 
complaints,  the  bleak  picture  he  piiit 
makes  one  wonder  how  long  it  will 
for  the  next  Jackie  Robinson  to  b 
through  the  barriers  that  remain.  ' 

BY  RON  STODGH|-i 
WashiJigton    Correspondent  Stodt 
writes  frequently  about  sports  businessn 
urban  affairs. 
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AT 

THE  EQUITABLE 
YOU'LL  NEVER  PAY 
A  PREMIUM 

FOR  OUR  MOST 
IMPORTANT  POLICY 

That's  because  you  just  can't  put  a 
price  on  trust. 

It's  something  we  have  to  earn. 

By  doing  business  with  honesty  and 
integrity.  But  also,  by  developing  one-toone 
partnerships  with  each  and  every  one  of  our 
clients.  Partnerships  that  don't  end  once  the 
policy  has  been  delivered. 

You  see,  at  The  Equitable,  we've  made  it 
OUT  policy  not  merely  to  be  knowledgeable 
about  our  products.  But  to  understand  the 
needs  of  the  people  who  buy  them. 

Our  Agents— some  11,000  strong— are 
among  the  most  highly  trained  in  the  industry. 
In  fact ,  we  have  the  highest  number  holding 
the  Chartered  Financial  Consultant  (ChFC) 
designation. 

That  kind  of  commitment  and  profession- 
alism, we  believe,  goes  a  long  way  in  helping  to 
earn  your  trust  and  confidence  in  us. 

It's  a  policy  which  has  been  in  force  here 
at  The  Equitable  for  over  130  years. 

TheEOUITABLE 

Financial  Companies 

We  Have  Greai  Plans  F(;rYou. 

200089  i£j  1981  The  Equitable  Lite  Assurance  Sociely  of  ihe  U.S..  N.Y. .  N.Y./Cenain  insurance  products  (rom  Equitable  Vanable  Life  Insurance  Co.  Investments  and  financial  planning  services  from  Equico  Securities,  be 


1.  "Zerodur"  from  Schot' 
It  does  not  expand  one 
iota,  even  when  subjected 
to  temperatures  of 
7.500°f 


When  it  comes  to  inventiveness, 
nature  is  hard  to  beat.  Examples 
from  the  mineral  kingdom  alone 
attest  to  an  extraordinary  range 
of  creativity. 

 Carbon  is  transformed 

into  diamond,  the  world's  hard- 
est mineral.  Another  mineral  has 
magnetic  attraction.  Some  float 
on  water,  and  still  others  can 
produce  electricity. 
 Mineralogists  have  cate- 


gorized over  2,000  minerals 
with  an  amazing  variety  of 
characteristics. 

 But  there's  something 

missing  in  nature's  catalogue:  a 
material  that  does  not  expand 
under  extreme  temperatures. 

 And  so  Schott  has  filled 

the  gap  with  a  glass-ceramic 
called  "Zerodur".  It  has  a  70% 
crystal  content  and  does  not 
alter  its  shape  or  size  one  iota, 


even  when  subjected  to  te  - 
peratures  up  to  1,500  T. 

 A   materia!   with  sih 

stability  is  proving  indispen  - 
ble  to  the  aviation  indusy 
and  astronomers.  It's  mak'g 
it  possible  for  the  Europf" 
Southern  Observatory  to  bid 
the  world's  largest  telesc(e 
using  4  "Zerodur"  mirror  blars, 
each  measuring  almost  27  1-'t 
in  diameter. 


'A 


ure  lett  on. 


1.  "Zerodur":  zero  expan- 
sion. 2.  Pumice:  floats 
on  water.  3.  Tourmaline: 
produces  electricity. 
4.  Serpentine:  heat  resis- 
tant. 5.  Beryl:  once  used 
to  make  eyeglass  lenses. 
6.  Heulandile:  a  molecular 
sieve.  7.  Azurite:  tradi- 
tional pigment.  8.  Graphite: 
extremely  soft  form  of 
carbon.  9.  Diamond:  the 
hardest  mineral,  another 
form  of  carbon. 
10.  Granite:  the  hardest 
stone.  11.  Magnetite:  a 
natural  magnet 

12.  Grossularite:  highly 
symmetrical  crystals. 

13.  Mica:  composed  of 
thin,  heat  resistant  layers. 

14.  Autunite:  fluoresces 
under  ultraviolet  light. 

15.  Opal:  one  of  the  most 
beautiful  minerals. 

16.  Natural  glass. 

17.  Calcite:  double  refrac- 
tion characteristics. 

18.  Ulexite:  rigid  image 
conductor 


 Ideally  suited  for  use  in 

space,  Schott's  glass-ceramic 
also  has  its  place  in  the  kitchen. 
Our  "Ceran"  cooktops  never 
warp  -  and  keep  the  heat  from 
wandering. 

 Glass  -  ceramics,  avail- 
able from  Schott  Glass  Technol- 
ogies, are  just  one  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 


glass  helps  keep  technology 
advancing. 

 Schott  worldwide:  50,000 

products,  42  production  facili- 
ties, represented  in  more  than 
100  countries,  with  over  $  1  billion 
in  sales. 

 Schott  in  the  USA:  8  com- 
panies employing  more  than 
1,200  people. 

Would  you  like  to  know 


Write  to:  Schott  Corporation, 
Department  B21,  3  Odeli  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

more  about  our  special  glass?     Nobody  knows  more  about  glass. 


Economic  Viewpoint 


A  LITTLE 
TINKERING  COULD 
DO  WONDERS  FOR 
STEEL  QUOTAS 


BY  ROBERT  KUT1NER 


Sure,  the  quota  system  has 
glitches,  but  it  still  beats 
phony  'free  trade.'  And  it 
can  be  fixed  by  eliminating 
supply  bottlenecks, 
auctioning  quotas  to  the 
highest  bidder,  and  pushing 
hard  for  an  end  to  steel 
subsidies  abroad 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THF  NEW  REPUBLIC 
AND  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


Four  weeks ,  ago,  I  argued  in  this 
space  that  import  quotas  on  steel 
should  be  extended  beyond  their 
scheduled  expiration  next  September. 
The  reason,  I  contended,  is  that  most 
countries  do  not  practice  free  trade  in 
steel.  If  the  U.  S.  unilaterally  permitted 
unlimited  entry  of  foreign-subsidized 
steel,  most  American  steelmakers  would 
be  driven  out  of  business.  We  were  well 
on  the  way  to  this  result  during  the 
early  1980s  when  American  steelmakers 
lost  $12  billion  in  four  years. 

I  received  several  anguished  letters 
and  telephone  calls  accusing  me  of 
shameless  protectionism.  The  most  con- 
vincing complaint  came  from  steel-using 
manufacturing  companies.  Their  argu- 
ments boil  down  to  two.  The  quotas 
force  steel-using  companies  to  pay  more 
for  their  steel,  which  makes  them  less 
competitive.  And  the  quotas  also  lead  to 
occasional  bottlenecks  in  some  product 
lines,  in  which  steel-consumers  are  tem- 
porarily unable  to  get  product  at  any 
price. 

Obviously,  the  American  manufactur- 
ing industry  should  not  be  held  hostage 
to  the  steel  industry.  Yet  unilateral  free 
trade  in  steel  is  no  solution.  It  is  illogical 
to  treat  the  steel  question  by  taking  a 
snapshot  at  one  point  in  time  and  ob- 
serving that  cheaper  foreign  steel  is 
available  at  that  moment — for  the  exis- 
tence of  a  domestic  steel  industry  obvi- 
ously influences  pricing  decisions  by  pro- 
spective foreign  exporters.  If  American 
steelmaking  became  extinct,  the  steel- 
using  companies  would  soon  be  at  the 
mercy  of  foreign  suppliers,  who  would 
be  quick  to  raise  prices  once  they  had 
captive  customers.  How,  then,  to  recon- 
cile the  national  interest  in  retaining  a 
steel  industry  with  the  equally  valid  na- 
tional interest  of  allowing  U.  S.  manu- 
facturers to  get  their  steel  on  time  and 
at  a  fair  price? 

TIGHT  SUPPLY.  The  quota  system  in  steel, 
which  goes  by  the  dishonest  name  of 
Voluntary  Restraint  Agreements  (VRAs), 
needs  to  be  understood  as  a  temporary, 
necessary  second-best.  It  is  not  perfect 
and  could  certainly  be  improved  pending 
an  eventual  agreement  either  to  have 
free  trade  in  steel  or  at  least  to  have  all 
producer  nations  play  by  common  rules. 
First,  we  should  revise  the  quota  pro- 
gram to  eliminate  supply  bottlenecks. 
Quotas  should  be  reviewed  every  few 
months  and  should  be  liberalized  for 
products  in  tight  supply. 

For  example.  Caterpillar  Inc.  reports 
that  it  was  unable  to  get  the  large  spe- 
cial-section steel  it  uses  in  tractor  tracks, 
because  U.  S.  producers  do  not  make 
that  product,  and  that  its  March,  1988, 
request  for  a  quota  waiver  took  four 
months  to  get  approval.  General  Motors 


Corp.  reports  difficulty  obtaining 
steel  used  in  wheel  bearings.  The  q 
waivers  permitted  under  the  exisj 
VRA  system,  known  as  "short  suppl; 
quests,"  should  be  simplified  so  th| 
company  that  can't  find  domestic 
can  get  an  imported  substitute  to 
its  production  schedule.  This  would 
help  discipline  domestic  steelmakers 
RECIPROCAL  RULES.  Second,  this  d 
ma  offers  a  very  good  reason  for 
steel  industry  and  the  Commerce  I 
to  commit  a  heresy  that  most  indus 
nations  consider  a  normal  aspect  o; 
ing  business — namely,  a  degree  of 
nomic  planning.  Somehow,  Japa; 
steel  users  do  not  find  themselves  s 
of  steel,  even  though  Japan  string( 
restricts  steel  imports.  Using  input 
put  models,  it  is  possible  to  roughly : 
cast  demand  for  different  steel  proo 
during  the  coming  months.  In  prod 
where  the  domestic  steel  industry  ( 
fully  meet  domestic  demand,  steel 
kets  should  be  thrown  open.  Better  : 
casting  and  more  coherent  planning 
help  determine  when  and  where. 

Third,  we  should  replace  the  pre 
arrangements,  in  which  quotas  are  p 
cally  negotiated  country  by  coui 
with  a  system  of  auctioned  quotas 
which  any  supplier  can  compete.  W 
quotas  are  politically  allocated,  the 
eign  producer  captures  any  excess  j 
its.  But  if  the  right  to  meet  a  steel  q) 
were  auctioned  by  the  U.  S.  governnr 
then  the  lowest-cost  foreign  prodei 
would  purchase  the  export  rights,  ji 
the  extra  profit  would  go  to  the 
taxpayer  in  the  form  of  quota  fees 

Finally,  the  Administration  should: 
steel  quotas  as  a  lever  to  move  tows 
system  where  all  nations  gradualht 
duce  their  subsidies  of  the  steel  indi 
and  where  steel  is  at  least  traded  acipi 
ing  to  reciprocal  rules.  The  U.  S. 
opens  about  20%  of  its  steel  mark< 
imports.  Other  large  steel-producinf  1 
tions  manage  their  trade  in  steel  p- 
keep  import  penetration  levels  wel 
low  20%.  Thanks  to  new  investmen 
more  efficient  steelmaking  and 
cheap  dollar,  the  U.  S.  is  now  the 
cost  producer  in  many  steel  pre 
lines.  If  the  U.  S.  opens  20%  of  its 
kets  to  foreign  steel,  it  is  only  fair 
nations  wishing  to  compete  for  that 
ket  open  their  own  domestic  marke 
a  comparable  degree. 

It's  time  for  the  Administration  tc 
ognize  that  managed  trade  can  be  .[ 
fensible  second-best  in  an  impei 
world.  If  used  shrewdly,  steel  q\\( 
can  move  us  toward  a  system  in  yj/ 
all  nations  waste  less  money  on  sul 
and  excess  capacity,  and  all  agre 
practice  if  not  free  trade,  at  least 
trade. 
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Lux  One-Fam,  138  Cu  Ft,  W/W Carpet, 
Magnif  Liv  Spce,  4-Drs,  Hi  Ceil,  Easy 
Commute  City/Shppg/ Wilderness.  New. 


good  to  find  something  ttiat  rewards 
ivestment  as  handsomely  as  the  new 
m. 

isider  It  just  as  a  4x4;  automatic-locking 
4-wheel  drive,  and  a  3.0-liter,  143  hp,  V-6 
plant  are  all  standard.  They  let  Montero 
ou  out  where  the  Grt  Vus  are. 
omfort.  "Off-road,  the  Montero  handled 
jgh  with  grace,"  reported  Motor  Trend, 

5sy  of  its  independent  suspension  with 
-lal-length  A-arms,  torsion  bars,  and  anti- 

in  front  and  solid  axle  with  coil  springs 
K." 

ithere's  no  sense  in  achieving  such 
irt  and  control  off-road,  only  to  feel  sorely 
Diace  on  the  highway  So  the  Montero's 
iticated  suspension  system  is  designed 


to  be  smooth-riding  on  the  paved  roads. 

Add  the  fact  that  the  4-door  Montero  provides 
nearly  a  third  more  interior  cargo  space  than 
Jeep  Cherokee  or  Isuzu  Trooper  II,  and  you'll 
see  why  Motor  Trend  ultimately  chose  it  Top 
Buy  in  the  Sport/Utility  Class  for  1989. 
All  this,  and  so  Vry  Rsnably  Prod  at  only  $1 7,099 
Call  1-800-447-4700  for  your  nearest 
Mitsubishi  Motors  dealer 

■  Mit  s  Sugg  telail  price  Aclual  price  sel  by  dlrs  ra;>.  lie  ,  ireigfil.  dir  options  and  charges  exira 
(Montero  shown  with  optional  alloy  wheels—  M  S  R  P  $464  ) 


MITSUBISHI 

MONTERO 

SUDDENLY  THE  OBVIOUS  CHOICE" 


MITSUBISHI 

MOTORS 


"Systems  integration 
from  Digital  is 
helping  Sunkist 
achieve  its 
best  financial 
results  ever" 


"Sunkist  Products  Group  processes 
about  600,000  tons  of  fruit  annually 
into  a  variety  of  blended  juice  concen- 
trates and  citrus  oils.  So  to  maximize 
yields  and  control  costs,  we  need  to 
know  exactly  what  we've  got,  where  it 
is,  and  when  to  move  it. 

"Digital  helped  us  build  an  on-line, 
integrated  computing  environment 
that  uses  DataLogiX  *  software  to 
track  product  lots  from  receipt  through 
processing  to  packaging  and  shipping. 
Our  systems  handle  inventory,  formula 
management,  resource  planning,  and 
many  other  tasks,  providing  timely 
information  in  a  format  that  helps  us 
make  better  business  decisions.  Now, 
we  can  manufacture  and  ship  our 
products  faster  and  more  cost  effec- 
tively than  ever  before. 

"Controlling  costs  as  we  grow  is  the 
key  to  our  success.  Digital  provides  a 
flexible,  easily  upgradeable  growth 
path,  the  right  network,  and  the  com- 
mitment to  help  us  succeed." 

The  rewards  of  working  together. 

Digital  works  with  customers  and 
third -party  vendors  to  develop  solu- 
tions that  help  businesses  operate  more 
efficiently  -  and  profitably. 

Today,  with  comprehensive  net- 
working capabilities  that  help  you 
manage  and  share  information  more 
effectively.  Digital  gives  you  an  elegantly 
simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently,  more 
competitively 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before. 


Digital 

has 
it 
now. 


conomic  Trends 


BYGENEKORETZ 


A  NEW,  IMPROVED 
INDEX  SAYS  RECESSION 
ISN'T  A  THREAT . . . 


With  the  expansion  well  into  its  sev- 
enth year — the  equivalent  of  ad- 
vanced old  age  for  a  business  upturn — 
it's  hardly  surprising  that  fears  of  a  re- 
cession have  been  growing.  Indeed,  only 
a  few  months  ago,  the  government's 
composite  index  of  leading  indicators 
seemed  poised  to  give  the  time-honored 
warning  signal  of  an  approaching  reces- 
sion: three  consecutive  monthly  declines. 

But  after  dropping  in  both  February 
and  March,  the  leading  index  posted  a 


A  RECESSION  IN  1989? 
THE  ODDS  ARE  LOW 


100 


□  RECESSION 

I  PERIOD 

'        □  LEADING 
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1  r™l 

1111  1 

.  , 

^r^i   1   1   1   1   1  1 

72  76  -80  -U 

A  PERCENT  CHANCE  OF  A  DOWNTURN 
SIX  MONTHS  UTER 

DATA:  JAMK  H  STOCK  AND  MARK  W.  WATSON, 
NATIONAL  BUREAU  OF  ECONOMIC  RESEARCH 


•APRIL 
(17%) 


healthy  0.8'f  rise  in  April.  Although  that 
still  left  the  index  below  its  January 
high,  the  turnaround  prompted  observ- 
ers to  conclude  that  the  slowdown  in 
economic  activity  was  not  degenerating 
into  a  recession  but  rather  into  the  soft 
landing  that  the  Federal  Reserve  Board 
has  been  aiming  for. 

The  episode  illustrates  the  problems 
associated  with  the  leading  index  and 
the  reason  that  two  economists  associat- 
ed with  the  National  Bureau  of  Econom- 
ic Research,  James  H.  Stock  of  Harvard 
University  and  Mark  W.  Watson  of 
Northwestern  University,  have  recently 
devised  an  experimental  "leading  reces- 
sion index."  Because  the  official  leading 
index  is  quite  volatile  and  often  subject 
to  significant  revision,  a  decline  for  two 
months  in  a  row  provides  relatively  little 
information  about  the  future  course  of 
the  economy.  Even  a  three-month  de- 
cline is  not  an  infallible  signal  of  a  reces- 
sion (the  recently  reformulated  official 
leading  index  would  have  declined  for 


five  straight  months  starting  in  Septem- 
ber, 1987,  if  it  had  been  in  use  then). 

What's  more,  with  a  month's  lag  be- 
fore the  index  is  released  and  the  three- 
month  recessionary  rule  of  thumb,  it 
takes  four  months  before  a  sustained 
decline  even  starts  fiashing  warning  sig- 
nals— often  leaving  scant  time  before 
the  downturn  actually  occurs. 

In  contrast,  Stock  and  Watson's  ex- 
perimental recession  index  is  intended  to 
be  both  more  precise  and  more  useful  by 
providing  an  estimate  of  the  probability 
that  the  economy  will  be  in  recession  in 
six  months'  time.  The  two  economists 
have  chosen  components  that  are  subject 
to  little  or  no  revision  (exchange  rates 
and  interest-rate  changes  and  spreads 
are  examples).  They  have  also  used  mod- 
ern econometric  techniques  to  anticipate 
changes  in  those  components  subject  to 
revision.  And  they  have  discarded  such 
traditional  leading  variables  as  stock 
prices  and  the  money  supply  on  the 
grounds  that  they  add  little  information 
to  their  forecasting  tool. 

Based  on  historical  data,  the  research- 
ers' experimental  recession  probability 
index  would  have  successfully  "predict- 
ed" each  of  the  four  contractions  since 
1960,  by  registering  at  least  70%  six 
months  before  they  began.  It  would  also 
have  touched  a  peak  of  about  55%  before 
the  1967  "growth  recession"  but  would 
have  shown  little  risk  of  a  coming  down- 
turn in  late  1987,  when  fears  of  reces- 
sion were  rampant  in  the  wake  of  the 
stock  market  crash.  As  for  the  current 
year,  the  index  registered  27%  in  March 
and  then  subsided  to  17%  in  April 
(chart) — suggesting,  says  Stack,  that 
"the  chances  of  a  recession  starting  this 
vear  remain  relativelv  small." 


...  BUT  THE  LEADING 
INDICATORS  PROBABLY 
TOOK  A  DIVE  IN  MAY 


April's  0.8%  rise  in  the  leading  indica- 
tors index  will  fade  away  in  May, 
predicts  Wall  Street  economist  Howard 
Sharpe.  Out  of  the  11  components  that 
make  up  the  index,  he  says,  some  data 
are  already  available  for  seven,  and  six 
of  them  appear  to  have  posted  declines. 
These  include  sensitive  materials  prices, 
consumer  expectations,  the  inflation-ad- 
justed money  supply,  vendor  perfor- 
mance, and  the  workweek.  The  one  ex- 
ception is  stock  prices,  which  were  up 
strongly  during  the  month.  Based  on 
the  information  at  hand  and  the  expecta- 
tion that  one  or  two  of  the  remaining 
components  will  also  be  up,  Sharpe  ex- 
pects the  May  index  to  be  down  "by 
around  0.7%." 


EMPLOYERS  MAY  NOT 
BE  HIRING,  BUT  THEY'R 
ALSO  NOT  FIRING 


While  May's  unexpectedly  mea|f 
101,000  increase  in  payroll  ci- 
ployment  is  raising  concern  in  soe 
quarters  about  a  possible  downtui, 
economist  Robert  H.  Chandross  f 
Lloyds  Bank  in  New  York  points 
that  two  labor  market  indicators  point  o 
continuing  strength.  Initial  unempl^ 
ment  insurance  claims  fell  by  23,000  u 
the  week  ended  May  20  and  are  runn  sr 
slightly  above  their  average  April  le>: 
and  significantly  below  their  pace 
February  and  March.  And  the  Con]'>- 
ence  Board's  help-wanted  advertising  i 
dex  rose  six  points  in  April  and  rema  ■ 
close  to  its  year-earlier  level. 

"On  balance,"  says  Chandross,  '\ 
indicators  imply  that  employers  have 
come  more  cautious  in  adding  empl  - 
ees.  But  there's  no  sign  of  the  kind'f 
pickup  in  layoffs  that  might  occur  in  e 
early  stages  of  a  downturn." 


WOULD  A  DOWNTURN 
CURE  WHAT  AILS 
THE  TRADE  BALANCE? 


According  to  some  observers,  one 
the  saving  graces  of  a  recessionif 
it  occurred,  would  be  to  accelerate  di- 
gress in  reducing  the  trade  defit. 
That's  because  waning  domestic  demiid 
would  curtail  imports,  while  expcs 
would  keep  rising  in  response  to  contii- 
ing  economic  growth  overseas. 

Economist  Kenneth  T.  May  land  ff.. 
Cleveland's  Society  National  Bank  poits 
out,  however,  that  history  doesn't  sy 
port  this  thesis.  The  trade  balance,  le 
notes,  improved  significantly  durg 
only  one  of  the  past  five  recessions— le 
1980  downturn  when  credit  controls  it 
a  stranglehold  on  consumption,  ''.e 
trade  figures  improved  moderately  R 
the  1960-61  and  1969-70  recessions,  W(6- .: 
ened  sharply  in  the  early  stages  of 
1973-75  recession,  and  ended  the  19832 
contraction  more  in  the  red  than  w  ii 
the  downturn  began.  ^ 
As  for  the  subsequent  recoveries  m 
almost  every  case  the  trade  deficits  Wjfi 
worse  a  year  after  the  upturns  be]i 
than  they  were  before  the  onset  of 
prior  recessions. 

The  record,  says  Mayland,  "sugg(p 
that  economic  problems  in  the  U.  S.  t  < 
to  spread  to  other  countries,  hurtingy- 
eryone's  imports  and  exports."  P 
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GAS:  THE  1,100-MILE  METHANOL  MARATHON'S  FINISH  LINE  IN  COLLEGE  PARK,  MD. 


IVING  A  'CLEAN  FUEL' 
IE  OLD  COLLEGE  TRY 


uring  a  lunch  stop  in  Tonawanda, 
N.  Y.,  grime-covered  West  Vir- 
ginia University  students  raced 
)lace  tiieir  Chevy's  fried  alternator, 
"ellow's  legs  trailed  out  from  under 
;ar,  while  several  classmates  el- 
i  for  room  under  the  hood.  Amid 
ubbub  and  wrenches,  a  half-eaten 
of  pepperoni  pizza  lay  forgotten 
;he  engine.  Welcome  to  the  Metha- 
arathon:  equal  parts  collegiate  ath- 
ontest,  spring-break  road  trip,  and 
!xams.  The  rollicking,  five-day  road 
sponsored  primarily  by  General 
s  Corp.,  starred  200  engineering 
its  from  15  universities.  Their  mis- 
Prove  that  their  modified  1989  Cor- 
;ould  run  well  on  methanol,  a  gaso- 
ternative  that  promises  less  smog, 
contest  couldn't  be  timelier.  The 


TORONTO, 


ROCHESTER 


WASHINGTON* 


first  major  experiment  in  cleaner  fuels 
has  just  been  launched  in  the  four-coun- 
ty Los  Angeles  basin,  where  7.6  million 
vehicles  spew  6,000  tons  of  pollutants 
daily.  In  just  four  years,  car-rental  busi- 
nesses, taxi  companies,  and  other  fleet 
operators  will  have  to  start  buying  cars 
that  run  on  methanol  or  another  "clean 
fuel."  By  2007,  individuals  will,  too. 
Trucks  and  buses  will  also  be  affected. 
And  the  U.  S.  Environmental  Protection 
Agency  is  considering  mandatory  re- 
quirements for  alternative  fuels  in  the 
country's  25  most-polluted  cities. 

Methanol  burns  cleaner  than  gasoline. 
Also  called  wood  alcohol,  it's  usually  de- 
rived from  natural  gas  and  produces 
about  20%  less  pollution  in  the  form  of 
unburned  hydrocarbons,  oxides  of  nitro- 
gen, and  carbon  monoxide.  Unburned 
methanol  is  also  less  reactive  with  sun- 
light, producing  about  half  as  much 
smog.  And  it  emits  less  carbon  dioxide,  a 
contributor  to  the  greenhouse  effect. 

To  see  firsthand  whether  methanol  is 
a  practical  answer  to  the  environmental- 
ists' dreams,  I  hitched  a  ride  with  a  free- 
wheeling team  from  the  Florida  Insti- 
tute of  Technology  for  the  1,100-mile  trip 
from  Detroit  to  Washington,  D.  C.  The 
driver  and  navigator  rode  in  the  rally 
car.  I  joined  the  other  team  members, 
who  were  traveling  in  a  van  and  a 


We  need 
someone 
with  the 
ambition  of 
an  investment 
banker,  the 
patience  of  a 

drivii^ 
instructor  and 
the  optimism 

of  a 
weatherman. 


We  need  someone  to 
fill  a  unique  job  opening. 

Someone  to  spend 
two  years  in  another 
country.  To  live  and  work 
in  another  culture.  To 
learn  a  new  language  and 
acquire  new  skills. 

We  need  someone 
who  wants  to  help  im- 
prove other  people's  lives. 
Who's  anxious  to  build 
lasting  friendships.  To 
gain  memories  and  expe- 
rience that  will  last  a 
lifetime.  And  a  sense  of 
fulfillment  few  jobs  can 
match. 

We  need  a  Peace  Corps 
volunteer.  Interested? 
The  first  step  is  easy. 
Call  1-800-424-8580, 
Ext.  93. 


Peace  Corps. 

The  toughest  job  you'll  ever  love. 
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A  guy  who  sold  CD's  golore, 

Had  customers  beggir»g  for  more— 

The  music  was  hot, 

And  his  watering  spot 

Was  the  coolest  surprise  in  the  store. 


The  word  for  water  coolers. 

You  can  find  us  in  the  Yellow  Pages. 


"If  you  have  Diabetes, 
you  can  help  change 
the  way  it  is  treated 


The  Diabetes  Control  and 
Complications  Trial  is  seeking 
volunteers  for  a  major  research 
study  supported  by  the  National 
Institutes  of  Health 

The  goal;  to  determine 
whether  one  of  two  insulin 
regimens  will  help  prevent  or 
slow  down  the  devastating 
complications  of  diabetes, 
including  kidney  and  heart 
disease,  blindness,  and  nerve 
disorders. 

Qualified  volunteers  receive 
expert  diabetes  medical  care,  at 
one  of  27  top  quality  medical 
centers  in  the  U.S.  and  Canada, 
at  NO  COST,  for  up  to  six  years. 

Space  provided  as  a  public 
service  by  tbe  publisher 


Volunteers  must  be: 

•  insulin-dependent  for  less 
than  five  years, 

•  taking  no  more  than  two 
injections  daily, 

•  between  the  ages  of 
13  and  39. 

For  more  information,  call  our 
toll-free  numbers  24  hours  a  day 

1-800-522-DCCT 

IN  THE  US 

1-800-533-DCCT 

IN  CANADA 


Diabetes 
Control  and 
Complications 
Trial 
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Locate  In  Scotland. 


THE  CENTRE  OF  EUROPEAN  ACHIEVEMENT 


lllu^l^al^-■(l  is  RS  I'robc    Iruiii  Boll  Bi-ranek  and  Newman. 


)ts  speak  many  languages. They  have  their  own  dialects,  Edinburgh  Prolog,  Logo  and  Hope, 
piled  at  a  University  which  has  nurtured  innovation  for  four  hundred  years.  Lecture  halls 
:h  once  echoed  to  the  voices  of  Kelvin  and  James  Clerk  Maxwell  now  ring  with  the  talk 
i^nal  processing  and  image  analysis.  Scientists  explore  sensory  robotics  and  silicon  logic. 
Digital  Equipment,  Motorola  and  Hewlett-Packard  have  all  taken  their  place  in  Silicon 
guaranteeing  them  access  to  future  generations  ol  systems  designers  and  quality 
aeers.  Forty-nine  thousand  people  have  trebled  the  value  of  Scottish  electronics  in 
lit  years.  Over  half  of  the  US  electronics  industry  leaders  are  in  Scotland,  thriving  and 
nding;  three  of  the  top  five  information  systems  companies  are  also  here.  Integrated 
its  and  workstations,  ultrasound  and  fibre  optics  are  sold  to  the  world  from  this 
)act  country.  Scotland  extends  its  welcome  to  join  a  community  where  over  three 
red  companies  speak  your  language-the  language  of  advanced  technology.  Come  to 
md  and  you'll  never  look  back.  Call  toll-free  1-800  The  Scot. 

Development 
Agency 

^  i  I  I ISH  DEVELOPMENT  AGENCY  IS  COMMITTED  TO  ASSISTING  U.S.  COMPANIES  TO  TACKLE  THE  EUROPEAN  MARKET  EROM  A  SCOTTISH 
ALLTOLL-EREE  1-800  THE  SCOT  OR  WRITE  TO  I  LANDMARK  SQUARE,  SUITE  810,  STAMEORD,  CONNECTICUT  06901.  TEL:  (203)  325  8525. 

SDA  OFFICES  ALSO  IN  HOU.STON,  CHICAGO  AND  SAN  MATEO. 

>     ul  IS  published  by  the  Scottish  Development  Agency,  1  Landmark  Square,  Suite  810,  Stamford,  Connecticut  06901,  which  is  registered  under  the  Foreign  Agents  Registration  Act,  as  an  agent  of  the  Scottish  Development 
'  C   ,w,  Scotland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  ol  this  material  by  the  United  States  Government 


modified  fifth  gear  and  the  type  of  gin- 
gerly, feather-foot  driving  techniques 
that  I,  for  one,  seldom  use. 

Since  methanol  isn't  readily  available, 
its  poor  mileage  is  doubly  troublesome. 
To  untether  cars  from  methanol  outlets, 
the  Big  Three  have  prototypes  capable 
of  running  on  methanol,  gasoline,  or  any 
blend  of  the  two.  Chevy  showed  ofl:  two 
models  at  the  rally's  first  stop  "aturday 
night  near  Toronto.  To  resist  <  irrosion, 
the  modified  cars  have  hardened  engine 
parts  as  well  as  stainless-steel  gas 
tanks,  fuel  pumps,  and  fuel  lines. 
WHEELIES.  Flexibility  costs,  though. 
Chevrolet  figures  its  dual-fuel  Luminas, 
2,200  of  which  will  be  delivered  to  the 
California  Energy  Commission  by  1992, 
will  cost  $2,000  more  to  make  than  gaso- 
line counterparts — even  at  production 
levels  of  15,000  cars  annually. 

During  the  rally,  cars  fueled  up  twice 
daily  from  55-gallon  drums  provided  by 
British  Petroleum  Co.  Hanging  around 
at  stops,  students  had  a  lot  of  time  to 
kill,  and,  predictably,  they  found  ways  to 
amuse  themselves.  Outside  Utica,  N.  Y., 
the  University  of  Michigan's  team  brief- 
ly mourned  a  groundhog  its  car  had  hit 
that  morning.  Then,  like  fighter  pilots, 
they  placed  a  groundhog  "kill"  sticker 


on  the  driver's  door.  Later  that  day  in 
Newburgh,  a  crew  from  Colorado  State 
University  tried  to  coax  wheelies  out  of 
their  support  vehicle,  a  large  mobile 
home.  They  packed  the  back  with  people 
and  hit  the  accelerator,  raising  the  front 
wheels  a  few  inches  off  the  ground. 

The  following  morning  as  I  stood  be- 
hind an  idling  rally  car,  my  eyes  began 
to  water  as  if  I  had  rubbed  them  with 


Among  methanol's  problems: 
Low  mileage  and  high 
formaldehyde  emissions, 
especially  with  a  cold  engine 


onion  juice.  I  was  reacting  to  formalde- 
hyde in  the  exhaust.  The  noxious  gas, 
which  is  an  eye,  skin,  and  respiratory- 
tract  irritant,  may  pose  the  same  health 
hazards  as  gasoline  emissions.  Formal- 
dehyde can  be  broken  down  into  water 
and  carbon  dioxide  in  specially  designed 
catalytic  converters.  Engelhard  Corp.,  a 
major  supplier  of  converters,  says  proto- 
type tests  produced  formaldehyde  emis- 


sions of  1  mg  per  mile,  well  below 
California  standard  of  15  mg  per  mil 
Since  converters  are  effective  only 
normal  operating  temperatures,  how 
er,  nearly  all  the  formaldehyde  produi 
durmg  warm-up  would  spew  into  the 
mosphere.  Whether  the  trade-off 
formaldehyde  for  smog  would  aid  pe* 
with  respiratory  difficulties  isn't  cleai] 
The  short,  final  leg  of  the  maratl 
from  College  Park,  Md.,  to  Capitol 
wasn't  part  of  the  rally  or  fuel-econol 
test,  so  five  of  us  piled  into  the  Cors 
for  a  last  ride  together.  Hahn  tried 
shrug  off  his  disappointment  over  F  lare 
ninth-place  finish.  But  it  showed,  as 
fantasized  about  turbocharging  the 
gine,  welding  on  a  roll  cage,  and  tak 
the  car  out  on  the  racetrack. 

Hahn's  frustration  may  soon 
shared  by  both  bureaucrats  and  Soifciofli 
ern  Californians.  In  struggling  to  m;  )|]t 
tain  a  mobile  lifestyle  while  meeting : 
eral  air-quality  rules,  they'll  trip  over 
same  obstacles  encountered  on  the 
athon.  But  the  stakes  involved  in 
Angeles  will  be  a  lot  higher,  and  tryjj 
to  resolve  them  will  be  a  lot  less  fui 
BY  DAVID  WOODR 
Correspondent  Woodruff  covers  the  4 
industry  from  BWs  Detroit  bureau 
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I  Sizing  Up 

the  Earth 
in  200B.CJ 

Eratosthenes,  director  of  the 
great  library  at  Alexandria  in 
EGYPT,  believed  the  earth  to  be 
round.  So  he  decided  to  do  what 
no  one  had  ever  done— measure 
it^  With  a  simple  measurement 
the  sun's  shadow  in  two 
places,  he  was  able  to 
calculate  the  earth's 
circumference  fairly 
accurately. 


PIONEERS  IN  MEASUREMENT 
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Today  Anritsu  pioneers  in 
communications  measure- 
ment. Long  a  leader  in  the  , 
most  advanced  techniques 
Anritsu  continues  to  reach 
new  levels  of  accuracy  ' 
Tomorrow's  systems  will  require^ 
the  highest  possible  precision.  That's  wh 
communications  equipment  manufacture 
ers  and  carriers  around  the  world  turn  to 
Anritsu  for  the  most  reliable  measuring 
and  test  equipment. 


ANRITSU  CORPORATION    10  27.  Minamiazabu  5-chome,  Minato-ku,  Tokyo  106,  Japan    Phone:  Tokyo  03-446-1111,  Telex:  0-242-2353  ANRITU 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  FED  IS  FIRMING  UP  THE  ODDS 
N  A  'SOFT  LANDING' 


1  ny  fears  that  the  economy  is  speeding  up  again 
^  after  its  first-quarter  slowdown  can  now  be  put 
wkto  rest.  April's  numbers  gave  mixed  signals.  But 
's  data,  led  by  the  month's  lackluster  employment 
rt,  are  unequivocally  soft. 

le  Federal  Reserve  Board  seems  convinced  that  the 
rers  of  inflation  are  receding.  In  fact,  it  feels  that 
is  a  safe  time  to  loosen  the  reins  on  monetary  policy. 
.  increases  the  chances  that  the  Fed  can  guide  the 
nsion  in  for  a  soft  landing — slowing  the  economy 
out  causing  it  to  crash  into  recession. 

Market  pressures  for  lower 
interest  rates  have  already 
pushed  down  short-term  rates  a 
full  percentage  point  since  late 
March.  On  June  5,  major  banks 
lowered  their  prime  lending  rate 
to  11%  from  11.5%,  mainly  be- 
cause the  spread  between  their 
loan  rates  and  their  cost  of 
funds  had  widened.  Interest 
rates  on  a  wide  range  of  con- 
sumer and  business  loans  will 


IE  FED  LOOSENS 
UP  CREDIT 


FEDERAL  FUNDS  RATE 


WEEKiy  AVERAGES 
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le,  helping  to  keep  the  expansion  afloat, 
(lowing  that  trend,  the  Fed  allowed  a  small  but 
'Olically  important  decline  in  the  federal  funds  rate, 
'.harge  on  interbank  borrowing,  and  recently  the 

important  indicator  of  Fed  policy.  Beginning  on 
5,  the  Fed  appeared  to  be  establishing  a  new  lower 

for  the  funds  rate,  probably  close  to  9.5%  (chart). 
3  central  bank  began  pushing  up  the  federal  funds 
nore  than  a  year  ago,  and  this  is  the  first  time  since 
that  it  has  eased  up.  The  funds  rate  rose  steadily 
6.5%  in  March,  1988,  when  the  Fed  began  tighten- 
o  around  10%  in  March,  1989,  when  it  put  further 
ncreases  on  hold. 

IMER       The  Fed's  timing  couldn't  have  been  bet- 
'  BRING    ter:  The  move  was  almost  a  no-lose  situa- 
'T**^!*      tion.  For  one,  it  should  please  the  White 
,  ^  House.  The  Administration  had  intensi- 

ts  caUs  for  Fed  easing,  which  had  widened  an 
ig  rift  among  the  board's  members, 
■ing  up  will  eventually  please  foreign  governments, 
^ower  U.  S.  rates,  especially  in  concert  with  recent 
ikes  in  Japan,  will  help  reduce  upward  pressure  on 
3llar.  For  now,  though,  much  of  the  greenback's 
Cth  reflects  political  instability  in  other  parts  of  the 
,  making  the  dollar  a  safe  haven  for  foreign  inves- 
That's  particularly  true  for  countries  along  the 


Pacific  Rim  close  to  the  turmoil  in  China  (page  28). 

The  financial  markets  will  also  be  happy.  They  seem 
reassured  that  the  Fed's  actions  validate  the  spate  of 
data  that  now  show  the  economy  is  slowing  down  to  a 
noninflationary  pace.  And  they  know  the  Fed  move  is  a 
necessary  condition  for  continued  expansion. 

Further  Fed  easing  will  depend  on  more  good  news 
about  inflation  in  coming  months.  But  market  interest 
rates  may  be  headed  lower  anyway.  The  half-point  drop 
in  the  prime  rate  still  leaves  a  sizable  spread  between 
banks'  lending  rates  and  their  cost  of  funds.  That  could 
produce  another  prime-rate  cut  this  summer.  Such  an 
improving  outlook  for  interest  rates  is  the  main  reason 
the  slowdown  isn't  likely  to  deteriorate  into  a  recession. 


(FACTORY  The  latest  report  from  the  labor  markets 
FLOORS  was  the  best  evidence  yet  that  the  Fed's 
QUIETED  efforts  to  rein  in  an  inflation-prone  econo- 
DOWN  ^j.g  succeeding.  Throughout  this  ex- 

pansion, the  job  markets  have  given  the  most  accurate 
tip-off  to  the  economy's  performance.  But  there  are  still 
problem  areas,  mostly  in  the  service  sector,  where  a 
tight  job  market  continues  to  push  up  wages. 

Overall  employment  in  nonfarm  industries  rose  by  just 
101,000  in  May,  to  108.2  million,  the  smallest  gain  since 
1986.  That  brought  down  job  growth  during  the  first  five 
months  of  1989  to  an  average  of  220,000  jobs  per  month, 
down  from  275,000  per  month  for  all  of  1988. 

The  slowdown  in  the  current 
quarter  is  sharper  still.  As  part 
of  its  annual  benchmark  revi- 
sions, the  Labor  Dept.  increased 
April's  job  gain  to  206,000  from 
its  previous  estimate  of  117,000. 
Even  so,  job  growth  in  the  sec- 
ond quarter  is  lagging  well  be- 
hind its  first-quarter  average  of 
264,000  per  month.  Moreover, 
only  52.7%  of  the  349  industries 
surveyed  added  workers  in  May 
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(chart).  That  was  the  lowest  hiring  rate  in  three  years. 

The  weakness  was  especially  broad  in  manufacturing. 
Factory  jobs  dropped  by  18,000  after  falling  11,000  in 
April.  Less  than  half  of  all  manufacturers  added  work- 
ers, and  industries  such  as  metals,  apparel,  and  plastics 
reduced  employment.  The  biggest  loser  was  electrical 
machinery,  which  has  been  shedding  workers  for  the 
past  six  months.  Jobs  there  fell  by  7,000  in  May. 

The  manufacturing  workweek  shrank  to  41  hours  last 
month  from  41.2  hours  in  April.  Overtime  also  fell  in 
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May,  to  3.8  hours  from  4  hours.  Both  measures  are  still 
high  by  historical  standards,  but  the  declines,  combined 
with  the  loss  in  jobs,  indicate  that  industrial  production 
in  May  was  weak  compared  with  April. 

That's  consistent  with  the  National  Association  of  Pur- 
chasing Management's  report  of  slower  growth  in  the 
industrial  sector.  The  NAPM's  composite  index  of  busi- 
ness activity  fell  in  May  to  49.7%,  the  lowest  reading  in 
more  than  three  years. 

The  NAPM  also  had  pleasant  news  on  inflation,  at  least 
for  goods  prices.  It  said  that  the  rate  of  growth  in  prices 
fell  sharply  in  May.  That's  consistent  with  the  report 
that  market  conditions  are  easing:  The  speed  of  vendor 
deliveries  picked  up  for  the  first  time  since  September, 
1986.  Moreover,  members  reported  only  12  items  in  short 
supply,  the  fewest  since  November,  1987. 

Service  industries  continued  to  create  jobs  at  a  healthy 
clip,  though  job  growth  there  has  also  slowed.  In  May, 
service  payrolls  climbed  by  134,000,  but  government  ac- 
counted for  32,000  of  that  gain.  In  the  private  sector, 
health  services  added  30,000  workers  in  May,  and  hiring 
was  strong  in  finance  and  transportation.  Employment 
at  department  stores  and  car  dealerships  fell,  however, 
the  result  of  consumers'  reluctance  to  spend. 

(SERVICE  Because  nonfarm  hiring  has  tapered  off 
PAYCHECKS  this  quarter,  there's  some  optimism  that 
wage  growth  will  also  slow.  But  that  may 
FATTEN  i^i^g  ^  while.  So  far,  there's  little  evidence 
of  its  cooling  off.  True,  the  average  hourly  wage  rose  by 
just  0.1%  in  May,  but  that  followed  a  very  strong  0.6% 
gain  in  April. 

Upward  pressures  on  wages,  particularly  in  services, 
continue  to  cloud  the  inflation  outlook.  That's  because 
there's  usually  a  lag  between  slower  job  growth  and  an 
easing  up  in  the  labor  market.  For  example,  the  civilian 
unemployment  rate  in  May  edged  down  to  5.2%.  from 
5.3%  in  April.  And  the  percentage  of  the  adult  population 


at  work  remained  at  its  record  high  of  63%  last  mom. 
Another  sign  of  tightness  in  May:  The  number  >f 
people  who  could  find  only  part-time  work  dropped  j 
321,000,  to  4.6  million.  That's  the  lowest  level  in  '4 
years.  Although  that  figure  will  probably  rebound  n 
June  as  more  students  look  for  jobs,  its  steady  long-tea 
decline  suggests  that  demand  for  labor  is  still  high. 

As  a  result,  some  companies  may  have  to  raise  wajss 
even  more  to  attract  labor — especially  in  services,  wh^* 
most  of  the  extra  workers  are  needed.  For  this  quarfr, 
service  wages  will  grow  at  an  annual  rate  of  about  5.^b, 
up  from  a  4%  pace  in  the  first  quarter. 

In   goods-producing  industries,  wage  growth 
slowed  this  quarter,  probably  to  an  annual  rate  of  abit 
2.2%,  from  3%-  in  the  first  quarter  (chart).  The  deceka- 
tion  mainly  reflects  the  wage  slowdown  in  manufaclr- 
ing,  where  job  markets  have  loosened  up  the  most. 

That  easing  will  continue  to 
relieve  pressure  on  goods 
prices.  It  also  means  that  even 
with  a  stronger  dollar,  manufac- 
turers can  stay  competitive  in 
global  markets.  During  the  past 
year,  prices  have  continued  to 
rise  much  faster  than  manufac- 
turers' unit  labor  costs,  which 
are  up  only  1.1%.  But  the  faster 
pace  of  service  wages  will  con- 
tinue to  push  up  inflation  on  the 


WHERE  WAGES  All^ 
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II        III  IV 
PERCENT  CHANGE  AT  ANNU«l  RATES 
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service  side  of  the  economy.  That's  important  became 
services  account  for  half  of  the  consumer  price  inde. 

Under  such  conditions,  the  Fed  will  probably  contiie 
to  ease  cautiously.  Weaker  job  growth  in  May  ess 
suggest  that  the  economy  is  throttling  down  to  a  aris- 
ing speed  low  enough  to  allow  a  soft  landing.  That  ili 
eventually  loosen  up  even  the  labor  market  for  servis, 
cooling  off  wage  growth.  The  real  trick  for  the  Fed  n 
is  to  make  sure  the  economy  doesn't  stall. 
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THE  WEEK  AHEAD 


RETAIL  SALES 


Tuesday,  June  13,  8:30  a.m. 
Retail  sales  were  probably  flat  in  May. 
That's  suggested  by  a  drop  in  car  sales 
and  moderate  gains  in  department  store 
purchases.  In  April,  sales  rose  0.4%. 


BUSINESS  INVENTORIES 


Wednesday,  June  H,  10  a.m. 
Business  inventories  most  likely  grew 
by  0.5%  in  April,  after  rising  0.3%  in 
March.  Business  sales,  unchanged  in 
March,  probably  increased  1.6%  in  April. 

M5RCHANPISE  TRADE  BALANCE  

Thursday  June  15,  8:30  a.m. 

Most  economists  expect  that  the  trade 

deficit  narrowed  in  April,  to  $8.4  billion 


from  $8.9  billion  in  March.  But  it  might 
look  even  better  than  that.  Customs  du- 
ties fell  sharply  in  April,  suggesting  a 
big  drop  in  imports.  Exports  probably 
declined  after  their  March  surge. 

INDUSTRIAL  PRODUCTION  

Thursday,  June  15,  9:15  a.m. 
Declines  in  manufacturing  jobs  and  the 
factory  workweek  indicate  that  industri- 
al output  fell  by  about  0.3%  in  May, 
nearly  reversing  the  0.4%  gain  in  April. 

CAPACITY  UTILIZATION  

Thursday,  June  15,  9:15  a.m: 
The  expected  fall  in  industrial  produc- 
tion suggests  that  operating  rates  loos- 
ened in  May,  to  83.7%.  In  April,  83.9%  of 
available  capacity  was  in  use. 


CONSUMER  PRICE  INDEX  

Friday,  June  16,  8:30  a.m. 
The  consensus  is  that  consumer  p::e- 
advanced  by  0.5%  in  May,  followii 
0.7%  jump  in  April.  The  slower,  butti 
rapid,  rise  is  suggested  by  a  smalir 
crease  in  energy  prices  in  May,  wi 
pared  with  a  5.1%  jump  in  April.  Firo( 
ing  for  new  cars,  however,  was  1|1' 
unchanged  after  falling  1.2%  in  Api. 

HOUSING  STARTS 


Friday,  June  16,  8:30  a.m. 
Housing  starts  probably  rose  to  araf 
nual  rate  of  1.4  million,  after  fallinjfc 
three  consecutive  months.  Signaling 
were  April's  increases  in  new-home  iil* 
and  building  permits. 
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OUR  CORPORATE  POLICY 


ONLY  CONTINENTAL 
LETS  YOU  RESERVE  AND 
FLY  FIRST  CLASS  FOR  A 
COACH  TICKET 

The  corporate  policy  of  most 
componies  is  to  fly  you  at  ffie  lowest 
available  coacfi  fare.  But  it's  not 
always  easy  to  book  discount  fares 
for  a  business  trip.  So  sometimes, 
you  have  to  fly  on  a  full  coach  fare. 
If  that's  the  case,  you  should  fly  on 
Continental.  Because  our  corporate 


policy  IS  to  fly  you  first  class  for  a 
full  coach  ticket. 

Comfortable,  spacious  seats. 
Legroom.  Delicious  food.  Fine  wine. 
Good  service.  That's  Continental's 
first  class.  And  now  it's  all  yours 
for  a  full  coach  fare. 

It's  a  great  way  to  pamper 
yourself.  Not  to  mention  a  great 
business  advantage,  too. 

So  call  your  travel  agent  or 
Continental  at  800-525-0280.  And 
ask  for  the  full  coach  fare  that  lets 


you  fly  first  class.  It's  a  reservation 
you'll  be  very  comfortable  with. 

Valid  for  OnePass*  members 
everywhere  we  fly  in  tfie  mainland  U.S. 
except  between  Houston  Intercontinental 
or  Houston  Hobby  and  these  cities: 
Boston,  Los  Angeles,  New  York  City/ 
LaGuardio,  Newark,  San  Francisco  or 
Washington,  D.C.  (Offer  valid  between 
Houston  Hobby  and  Newark.)  In  a  few 
3-class  widebody  aircraft,  your  full  coach 
fore  lets  you  fly  business  class.  Instant 
OnePass  enrollment  available  at  time  of 
reservation. 


Working  to  be  your  chioice. 


CONTINENTAL 
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The 
Great  Leap 
Backwarc 


In  scenes  reminiscent  of  Tehran  and  Saigon,  worried  foreigners 
besieged  airline  offices  and  mobbed  airport  tici<et  counters  to 
secure  flights  out  of  Beijing.  Others  wept  openly  in  the  lobbies 
of  once-comfortable  hotels  as  troops  of  the  27th  Army  rolled 
down  the  streets  outside.  It  wasn't  clear  whether  Deng  Xiao- 
ping had  ordered  the  troops  to  crush  the  pro-democracy  movement  on 
June  4,  or  whether  aging  but  still  powerful  military  leaders  had 
staged  a  coup.  But  it  was  plain,  one  American  executive  commented 
as  he  prepared  to  leave,  that  "those  old  men  have  just  ruined  the 
nation." 

Suddenly,  China  is  lurching  toward  civil  war.  Troops  believed  sym- 
pathetic to  the  nation's  decade-long  opening  to  the  outside  world 
were  squaring  off  and  had  begun  skirmishing  with  the  27th  Army. 
Spy  satellites  showed  troops  moving  toward  Beijing  from  all  parts  of 
China,  as  generals  debated  which  side  to  join.  Thus  the  3  million-man 
People's  Liberation  Army  was  headed  for  a  showdown  with  itself — of 
ideas,  if  not  of  arms — that  could  decide  the  country's  future.  A  group 
of  doctrinaire  Marxists  skilled  in  the  use  of  purges  and  secret  police 
ousted  reform-minded  Zhao  Ziyang  as  Communist  Party  boss  and 
placed  themselves  in  power. 

DASH  FOR  GROWTH.  It  would  be  the  first  civil  war  in  a  nuclear-armed 
nation.  At  midweek,  high-ranking  U.  S.  intelligence  sources  were 
expressing  mounting  concern  over  which  military  factions  controlled 
China's  nuclear  arsenal,  which  is  the  world's  third-largest.  American 
officials  also  are  worried  that  U.  S.  listening  posts  along  the  Sino- 
Soviet  border  used  to  monitor  Soviet  nuclear  testing  activity  could  be 
in  jeopardy. 

The  key  question  was  whether  the  troops  that  crushed  thousands 
of  mostly  unarmed  protesters  in  Beijing  could  rule  a  nation  of  1.1 
billion.  Those  forces,  loyal  to  military  leader  Yang  Shangkun,  81, 
numbered  only  a  few  hundred  thousand — but  they  were  well-armed. 
Although  there  were  clashes  in  Shanghai,  Chengdu,  and  other  cities, 
the  hardliners  had  not  yet  established  full  control.  Millions  of  Chi- 
nese, particularly  in  the  thriving  coastal  areas,  hoped  to  continue 
their  dash  for  growth  with  the  protection  of  sympathetic  local  mili- 
tary units,  some  of  whom  are  business  partners.  But  the  prospect 
that  they  would  be  confronted  by  hardliners'  troops  looked  great. 

No  matter  how  deep,  how  widespread,  or  how  long  the  conflict,  it's 
already  clear  that  China  will  pay  a  frightful  price.  The  nation's 
economic  and  diplomatic  relations  with  the  outside  world  have  been 
set  back  by  years.  The  confidence  of  foreigners,  who  invested  some 
$11.5  billion  in  modernizing  China's  industrial  base,  has  been  shat- 
tered (page  32).  France  may  not  finish  work  on  two  nuclear  power 
plants,  and  other  key  infrastructure  projects  could  lapse.  Technology 
transfers,  government  aid  programs,  arms  sales.  World  Bank  lend- 
ing, and  other  vital  ingredients  of  China's  modernization  drive  could 
be  stalled  indefinitely. 

In  one  such  move.  President  George  Bush  on  June  5  halted  $600 


GETAWAYS:  WITH  TANKS  AND  TROOPS  CHOKING 
IAIN  THOROUGHFARES,  A  BICYCLIST 
FAST  AS  HE  CAN  DOWN  CHANGAN  BOULEVARD. 
E,  AMERICAN  AND  JAPANESE  STUDENTS  FLEE 
IPORT  TO  TRY  TO  GRAB  THE  FIRST  PLANE  TO  TOKYO 
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THE  OLD  GUARD:  IS  PRESIDENT  YANG  SHANGKUN  (LEFT,  WITH  ZHAO  ZIYANG  AND 
LI  PENG)  ACTING  WITH  DENG'S  APPROVAL— OR  AHEMPTING  TO  STEAL  POWER? 


million  worth  of  U.  S.  arms  sales  to  Chi- 
na and  suspended  contacts  between  the 
two  nations'  military  forces.  France  and 
Switzerland  also  suspended  military  re- 
lations, and  much  of  Europe  was  expect- 
ed to  follow  the  lead  of  the  U.  S.  in 
curtailing  ties  with  Beijing.  Foreign 
tourism,  worth  $2  billion  a  year  in  hard 
currency  earnings  for  China,  is  quickly 
drying  up. 

Trade  will  also  be  squeezed.  Foreign 
companies  will  happily  sell  badly  needed 
raw  materials  and  components  to  China 
for  hard  currency.  But  China's  buying 
power  depends  mainly  on  whether  it  can 
continue  to  export  as  successfully  as  it 
has  in  recent  years.  DRi/McGraw-Hill 
predicts  China's  exports  could  fall  by 
$10  billion  this  year  because  of  the 
strife.  Manufacturing  costs  of  clothing, 
Christmas  toys,  and  other  made-in-China 
exports  could  go  up  20%  or  more. 
SHOCK  WAVES.  This  great  leap  backward 
reverses  a  sensational  10-year  romance 
with  the  West  in  general  and  the  U.  S.  in 
particular.  In  1979,  after  President 
Jimmy  Carter  normalized  relations 
with  Beijing,  Deng  came  to  the 
U.  S.  on  a  triumphant  tour,  meeting 
the  Harlem  Globetrotters  in  Wash- 
ington's Kennedy  Center  and  don- 
ning a  10-gallon  cowboy  hat  in  Tex- 
as. Today,  the  84-year-old  survivor 
of  the  Long  March  is  said  to  be  in 
critical  condition  in  a  Beijing  hospi- 
tal. Pro-reform  demonstrators 
around  the  world  are  denouncing 
him  as  a  "Nazi."  His  death  would 
inject  yet  more  uncertainty  into  Chi- 
na's political  equation. 

As  China  suffers,  the  world  will 
fee'  the  shock  waves.  The  British 
colony  of  Hong  Kong,  which  is 
scheduled  to  return  to  Chinese  con- 
trol in  1997,  has  already  been  dam- 


aged economically — and  things  could  get 
much  worse  (page  34).  That  creates  polit- 
ical difficulties  for  the  government  of 
British  Prime  Minister  Margaret  Thatch- 
er, which  insists  it  will  not  renegotiate 
its  treaty  with  Beijing.  And  with  racial 
concerns  not  far  beneath  the  surface, 
London  also  says  it  cannot  accommodate 
large  numbers  of  Hong  Kong  Chinese 
immigrants.  The  devastating  loss  of  con- 
fidence in  Hong  Kong  is  likely  to  result 
in  a  new  surge  of  emigration  and  capital 
flight,  much  of  it  headed  for  North 
America  and  Australia. 

The  entire  communist  world  also  will 
feel  the  impact.  The  carnage  in  China 
will  deepen  the  debates  in  the  Soviet 
Union  and  other  communist  societies 
that  are  experimenting  with  similar  eco- 
nomic reforms.  Hardline  conservatives 
will  use  China's  crisis  to  warn  against 
moving  too  fast,  but  reformers  will 
counter  that  it  shows  the  risks  of  mov- 
ing too  slowly.  East  Germany's  official 
media,  for  example,  attacked  Chinese 
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FORMER  SECRET  POLICE  HEAD  QIAO'S 
STAR  IS  RISING.  MYSTERY  SURROUNDS  DENG 


demonstrators  as  "rabble  rousers 
Hungarian  television  decried  the 
murder  in  Beijing."  In  Poland,  the  >h 
nese  tragedy  hardened  Solidarity's^t- 
solve — despite  its  electoral  landslidei-to 
work  with  the  government,  rather  lan 
push  it  from  power  (page  46). 

China's  crisis  also  carries  major  inl 
cations  for  Asia.  The  mainland's  statj; 
has  been  one  of  the  underpinnings^; 
the  region's  stunning  economic  progi's; 
Now,  China's  role  in  settling  key  is?,e 
such  as  Vietnam's  occupation  of  Ca.tj 
dia  and  in  maintaining  stability  on  r 
divided  Korean  Peninsula  is  called  v. 
question.  Japan  also  inherits  a  polic>'j- 
sis — at  least  in  part  because  JapaS; 
banks  hold  the  lion's  share  of  Chi- 
$37  billion  in  foreign  loans.  Throug  ;' 
Asia,  China's  chaos  will  affect  ca; 
flows,  raw  material  purchases,  and  iji' 
ufacturing  patterns. 
WHO'S  IN  CHARGE?  China's  uphei" 
could  force  a  reevaluation  of  U.  S.  pi  t 
toward  the  region.  Enhancing  devuj 
ment  has  been  a  cornerstone  of  Wsf 
ington's  Asian  strategy.  At  the  smt._ 
time,  the  U.  S.  gradually  has  been 
ening  its  approach  to  trade  and  in4t-™j! 
ment  issues  with  Japan.  Now,  some  jp-  foi 
anese  commentators  are  suggesting  m  s 
worries  about  instability  in  Asia  shkid  r^t 
persuade  Washington  to  adopt  a  scuer 
stance  to  Japan.  Taiwan  also  will  iui; 
credibility:  Suddenly,  its  harsh  sti- 
communist  rhetoric  seems  prophetic 
For  now,  though,  the  most  bur| 
question  is  who— if  anyone — is  real 
charge  in  Beijing.  Yang  Shangkun, 
holds  the  largely  ceremonial  tit! 
President,  has  been  among  the  mosob 
scure  of  China's  leaders.  But  his  e  ,  j, 
with  Deng  go  back  to  the  late  lii)s,')aj^( 
when  the  two  young  Communist  ca'es 
served  in  the  same  military  unit,  h 
men  are  longtime  card-playing  budos. 

China  watchers  such  as  the  Univerit, 
of  Michigan's  Michel  Oksenberg  thir  i;  .:^>^ 
unlikely  that  Yang  would  be  acnji 
on  his  own  without  at  least  De?'; 
tacit  approval.  In  view  of  PreiC' 
Li  Peng's  inability  to  run  the  eir  ,.  | 
try  following  the  declaratior  oi  ^ 
martial  law,  Deng  apparently  ,ei 
back  on  a  network  of  personal  )i 
tacts  among  old-guard  mili  r 
leaders  in  a  bid  to  secure  contn  I  :j 
Deng  has  been  incapacitated,  h\ 
ever,  it  is  possible  that  Yangfi'^  ,_jj.J 
his  family  are  trying  to  steal  popr.  ^ 
In  either  case,  says  Oksent'g 
"it's  warlord  politics  of  the  19£;- 
Soon  after  solidifying  contn  o 
Beijing's  streets,  the  hardlinenft 
assembled  a  Maoist-era  approac  fc 
the  outside  world.  Spokesmen  r;  ei  > 
against  "bourgeois  liberalizatioi  o 
euphemism  implying  criticisnoi  *■ 
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BEIJING  RESIDENTS  AWAITING  SHIPMENTS  OF  GAS:  SUPPLIES  OF  ESSENTIALS  ARE  DRYING  UP  RAPIDLY 


hing  foreign.  Students  were  de- 
iced  as  "counterrevolutionaries,"  a 
ise  that  harkens  back  to  the  dark 
;  of  the  1966-76  Cultural  Revolution, 
t  ominously,  Beijing  Radio  an- 
iced  Zhao's  apparent  replacement  by 
line  Politburo  member  Qiao  Shi,  65. 
's  former  position  as  head  of  Chi- 
secret  police  foreshadows  a  period 
arsh  repression  in  areas  under  cen- 
government  control.  Zhao's  where- 
ts  were  unknown,  but  it  was  likely 
he  was  being  detained, 
i  DEFIANCE.  Also  alarmmg  was  the 
1  lergence  of  hardline  elders  who  had 
I  osedly  retired.  Peng  Zhen,  86,  resur- 
I  1  as  head  of  China's  Supreme  Court. 
1  A'^-and-order  man  since  the  founding 

i  e  People's  Republic  in  1949,  Peng  is 
?  sularly  skilled  at  leading  purges 

ii  campaigns  against  his  foes.  Peng 
i>  Qiao  seem  to  be  at  the  center  of 
Ii  ipts  by  hardliners,  with  backing 
■I  Yang's  military  forces,  to  reassert 
t;  ist  a  semblance  of  central  control. 
1'  may  be  no  small  task,  since  this 

inely  unpopular  government  faces 
1)  defiance  by  its  own  citizenry, 
j  i  forces  that  stand  in  opposition  to 
i'  ig  are  still  unorganized  and  appar- 
r'i  lack  clear  leadership.  It's  uncertain 

ler  military  commanders  from  dis- 
3'  e  regions  can  agree  among  them- 
e  >  on  a  common  approach.  The  38th 
u  ■ — the  force  that  initially  refrained 
f'  attacking  the  students  in  Tianan- 
1'  Square — is  believed  to  be  angered 
'y  3  bloodshed  and  is  one  of  the  units 

has  already  skirmished  with  the 


27th  Army.  Throughout  the  pla,  many 
better-educated  officers  disapprove  of 
the  government's  old  repressive  ways. 
Others,  particularly  in  coastal  areas, 
have  clearly  benefited  from  economic  re- 
forms. The  Guangdong  military  com- 
mand, for  example,  has  enjoyed  a  boom 
in  its  income  by  exporting  nonlethal 
items.  It  even  maintains  a  sales  head- 
quarters in  the  U.  S. 

Despite  their  lack  of  organization,  the 
opposition  forces  should  not  be  dis- 
missed. Indeed,  many  China  watchers 
believe  that  ultimately  they  will  prevail. 
"The  hardliners  are  winning  this  particu- 
lar battle,  but  I  don't  think  they  will  win 
the  war,"  says  Robert  A.  Scalapino,  di- 
rector of  the  Institute  of  East  Asian 
Studies  at  the  University  of  California  at 
Berkeley. 

Sheer  numbers  will  work  to  the  oppo- 
sition's advantage.  It's  scarcely  conceiv- 
able that  one  military  faction  centered  in 
Beijing,  no  matter  how  brutal,  could  as- 
sert effective  control  over  the  whole  na- 
tion. The  vast  majority  of  the  population 
is  clearly  opposed  to  the  hardliners.  So 
even  if  the  military  quashed  physical  re- 
sistance, seizing  control  of  factories  and 
farms,  the  Chinese  would  probably  re- 
sort to  their  age-old  method  of  passive 
resistance:  simply  refusing  to  work. 

Age  is  another  advantage  this  emerg- 
ing China  holds  over  the  old  guard. 
Deng,  Yang,  and  Peng  are  all  over  80, 
and  their  days  are  obviously  numbered. 
The  opposition,  then,  can  simply  outlast 
them,  even  if  outright  resistance  fails. 
"The  elders  have  lost  their  credibility 


and  legitimacy,"  says  China  scholar  A. 
Doak  Barnett  of  Johns  Hopkins  Univer- 
sity's School  of  Advanced  International 
Studies:  "They  can't  hold  on  very  long." 

Still,  the  hardliners'  grip  on  power, 
however  temporary,  could  exact  a  pun- 
ishing price.  "It  means  we're  not  talking 
about  thousands  being  killed,"  says  one 
veteran  China  trader.  "We're  talking 
tens  of  thousands.  Maybe  half  a  million. 
Those  numbers  aren't  out  of  line  with 
the  experience  of  this  century." 
LITTLE  LEVERAGE.  While  the  power 
struggle  in  China  continues.  Western 
governments  will  have  to  make  some 
tough  choices.  Bush's  June  5  decision 
succeeded,  for  now,  in  deterring  Con- 
gress from  charging  ahead  with  much 
tougher  measures.  If  pressed,  though. 
Bush  might  temporarily  recall  new  U.  S. 
Ambassador  James  Lilley  or  impose 
some  additional  but  limited  sanctions. 
And  for  now,  the  Administration  intends 
to  review  all  sensitive  commercial  sales 
on  a  case-by-case  basis. 

But  the  cold  reality  is  that  Washing- 
ton doesn't  have  much  leverage.  And  the 
Administration  desperately  wants  to 
avoid  a  full-scale  break  in  relations  that 
successive  Presidents  have  ardently  cul- 
tivated. One  sign:  Washington  has  can- 
celed several  high-level  meetings  be- 
tween Chinese  and  U.  S.  military 
officials,  and  plans  for  China's  foreign 
minister  to  visit  Washington  in  mid-June 
are  in  doubt. 

Soviet  leader  Mikhail  S.  Gorbachev 
also  faces  a  sensitive  policy  dilemma.  Al- 
though Moscow  is  pleased  that  some  of 
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the  hardliners  are  decidedly  pro-Russian, 
the  Soviets  dare  not  explicitly  support 
one  side  or  the  other.  "The  Soviets  have 
exactly  the  same  problem  the  U.  S.  has," 
says  William  Taylor,  a  politico-military 
affairs  specialist  at  Washington's  Center 
for  Strategic  &  International  Studies. 
"If  the  Soviets  speak  out  further  than 
Gorbachev  did  at  the  summit  in  Beijing, 
they'll  risk  taking  sides." 

The  most  optimistic  view  among  China 
watchers  is  that  after  a  period  of  sharp 
and  perhaps  widespread  conflict,  Deng 
and  his  fellow  hardliners  will  be  over- 
thrown and  a  reform-minded  govern- 
ment will  take  over. 

Zhao  is  the  only  known  national  figure 
the  moderates  could  rally  around.  Al- 
though he  is  probably  under  detention,  it 
is  still  conceivable  that  he,  like  Deng 
before  him,  could  be  rehabilitated  and 
swept  into  power.  Zhao  once  served  as 
party  leader  of  Guangdong  Province, 
and  troops  in  the  region  are  thought  to 
be  loyal  to  him.  Yet  they  are  so  far  from 
Beijing — and  so  dependent  on  rail  links 
that  could  easily  be  cut — that  their 
potential  as  kingmaker  is  decidedly  limit- 
ed. More  likely,  a  revolt  in  the  provinces 
would  lead  to  a  devolution  of  power, 
given  the  centrifugal  forces  that 
have  always  threatened  to  tear  China 
apart. 

DREAM  DEFERRED.  At  bottom,  China  has 
once  again  confounded  the  experts.  And 
just  as  Americans  in  the  1950s  debated 
the  question,  "Who  lost  China?,"  so  now 
are  they  likely  to  debate  the  question, 
"Why  were  we  so  wrong  about  China?" 

Dozens  of  so-called  experts  believed 
that  drawing  China  into  a  web  of  eco- 
nomic, technological,  and  military  ties 
with  the  outside  world  would  prevent 
the  Middle  Kingdom  from  plunging  back 
into  internal  struggle.  As  recently  as  a 
month  before  the  dark  days  of  May, 
many  insisted  that  China  was  hitting 
only  small  potholes  on  the  road  to  re- 
form. "Probably,  all  of  us  hoped  that  the 
political  transition  would  move  more 
steadily  to  a  more  pluralistic  society," 
says  Dwight  H.  Perkins,  a  China  special- 
ist at  Harvard  University.  "But  that 
clearly  has  been  knocked  into  a  cocked 
hat  for  a  while." 

It's  not  Westerners'  hopes,  of  course, 
that  were  most  cruelly  dashed  by  the 
bloodshed  on  the  streets  of  Beijing.  Ordi- 
nary citizens,  as  evidenced  by  their  num- 
bers, shared  the  dream  of  a  society  that 
is  richer  in  ways  both  material  and  so- 
cial. At  the  least,  that  dream  is  now 
deferred— and  precious  time  has  been 
lost  in  China's  march  to  the  future. 

Bii  Dori  Jones  Yang  in  Beijing  and  Di- 
nah Lee  in  Hong  Kong,  with  William  J. 
Holstein  in  New  York,  Maria  Shao  in  San 
Francisco,  and  bureau  reports 
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HAS  BEIJING  BURNED 

ITS  BRIDGES  WITH  BUSINESS? 


Even  if  the  crisis  ends  soon,  the  shocks  will  linger  for  years 


Over  the  past  decade,  China's 
rush  to  modernize  drew  in  some 
$11.5  billion  in  foreign  invest- 
ment from  Hong  Kong,  the  U.  S.,  Eu- 
rope, and  Japan.  Now,  as  anarchy  erupts 
in  the  capital  and  the  threat  of  violence 
and  repression  spreads  to  the  most  pro- 
ductive manufacturing  regions  in  the 
south,  China's  foreign  investors  and  cus- 
tomers are  running  scared. 

Some  are  operating  plants  with  limited 
staffs,  after  withdrawing  the  foreign 
bosses.  Others  are  shipping  out  machin- 
ery and  half-finished  goods,  saving  what 
they  can.  No  one  can  say  when  and  if 
they  will  ever  return.  "There's  no  reason 
to  put  money  in  if  the  government  is 
going  back  to  hardline  nonsense,"  says 
James  L.  Ross,  who  signed  a  joint-ven- 
ture contract  to  make  computer  disks 
with  the  Chinese  only  two  days  before 
Beijing's  bloody  crack- 
down. "You'd  be  crazy." 

The  full-scale  military 
upheaval  engulfing  Chi- 
na was  supposed  to  be 
impossible.  Now  that  it's 
happened,  the  key  deci- 
sion being  made  in  New 
York,  Tokyo,  Hong 
Kong,  and  London  is  how 
quickly  to  get  out. 

Scores  of  companies 
are  recalling  expatriate 
managers — even  from 
areas  as  yet  unaffected 
by  violence — leaving  lo- 
cal Chinese  partners  to 
carry  on  by  themselves. 
Many  are  temporarily 
withdrawing  to  Hong 
Kong,  where  toymakers, 
garment  makers,  and  the 
distributors  of  cheap 
telephones,  calculators, 
and  radios  are  lining  up 
alternative  suppliers  in 
Thailand,  Mexico,  and 
other  low-wage  nations. 
In  the  end,  only  a  hand- 
ful of  giant  multination- 
als, accustomed  to  work- 
ing with  military 
regimes,  may  have  the 
fortitude  to  stick  it  out. 
Whoever  finally  takes 


charge  in  China  not  only  must  keep^t 
basic  economy  functioning  but  also 
be  under  severe  pressure  to  exm 
enough  goods  to  finance  China's  impfs 
of  such  essentials  as  steel,  timber,  alilj- 
num,  and  fertilizer.  Yet  without  forife 
partners  and  the  capital  they  bring,  ik 
task  will  become  immeasurably  n 
difficult. 

CHECKING  OUT?  Some  companies  see 
turmoil  as  an  opportunity  to  extract  ^fju 
ter  terms  from  the  Chinese.  The  n 
common  reaction,  though,  is  to 
planned  projects  back  on  the  shelf, 
pan's  Nisshin  Oil  Mills  Ltd.,  for  exam 
is  scrapping  a  plan  for  a  vegetable 
plant  near  Nanjing.  Already  facing 
lays,  Portman  Cos.,  the  Atlanta-b; 
developer,  may  be  forced  to  halt 
struction  of  a  $175  million  hotel,  af|p.jjjj 
ment,  and  conference-center  comple:p-.; 
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CHINA'S  10-YEAR  ECONOMIC  EXPLOSION 


EXPORTS  AND  IMPORTS 
HAVE  BEEN  SURGING... 


...FUELING  GROWTH 
BUT  BOOSTING  PRICES 


nghai  scheduled  to  open  in  January. 
Dow  Chemical  Co.  is  now  taking  a 
;-and-see  attitude  on  a  $50  million 
;hane  plant  near  Shanghai  that's  ex- 
,ed  to  begin  operation  in  1993.  "Any- 
g  on  the  drawing  board  is  now  on 
,,"  says  Ko-Yung  Tung,  Pacific  Rim 
■dinator  with  the  law  firm  O'Melveny 
tlyers.  "Even  if  [the  strife]  blows 
•,  it  will  have  a  severe,  lasting  effect 
'oreign  investment." 
esterners  bankrolling  China's  devel- 
ent  are  also  holding  back.  That's  no 
11  threat,  since  the  country  has  bor- 
ed some  $37  billion  in  recent  years, 
it  $25  billion  of  that  from  Japan. 
!ady,  the  World  Bank  has  held  up  a 
million  agricultural  loan  and  may 
)end  indefinitely  $700  million  in  other 
iits.  A  $25  million  Asian  Develop- 
t  Bank  loan  to  the  People's  Bank  of 
la  has  also  been  shelved,  as  has  a 
I  million  Japanese  bank  loan  to  Chi- 
Sinopec  Petrochemical  Co. 
hile  future  foreign-investment  plans 
uish,  a  more  pressing  concern  is  the 
of  existing  plants  or  ones  about  to 
So  far,  most  executives  show  little 
of  writing  off  their  China  opera- 
,.  General  Foods  Corp.,  for  example, 
h  makes  tapioca,  instant  coffee,  and 
rage  mixes  in  joint  ventures  with 
ese  partners  in  Tianjin,  Guangzhou, 
Dongguan,  "is  vigilant,  but  we're 
Dulling  out,"  insists  the  company's 
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SET  UP  SHOP  IN  OTHER  LOW-COST  COUNTRIES 


Asia  chief,  George  Kenneth  Liu.  "We 
hope  the  pendulum  will  swing  to  a  more 
moderate  position."  Still,  nerves  are 
fraying.  Asks  Michael  R.  Oestreicher  of 
Cincinnati  law  firm  Smith  &  Schnacke: 
"How  many  companies  that  have  know- 
how  and  technology  the  Chinese  need 
will  get  frustrated  and  leave?" 
LACK  OF  WORKERS.  Indeed,  production 
already  has  been  hit  hard.  With  public 
transportation  idled  and  many  workers 
afraid  to  venture  onto  the  streets, 
Chrysler  Corp.,  which  makes  Jeeps  in  a 
joint  venture  in  Beijing, 
says  a  third  of  its  Chi- 
nese employees  have  not 
shown  up  since  the  gov- 
ernment crackdown  be- 
gan. Electronics  maker 
L.  M.  Ericsson's  Bei- 
jing telephone-equipment 
plant  has  been  shuttered, 
as  has  Philips'  radio 
plant  in  the  capital. 

In  the  south,  where 
the  bulk  of  China's  ex- 
port industries  are  locat- 
ed, demonstrations  in 
Shanghai  have  forced 
Volkswagen  and  other 
manufacturers  to  close 
for  lack  of  workers.  And 
apparel-industry  sources 
say  shutdowns  and 
transportation  bottle- 
necks are  cutting  off 
clothing  exports.  Not 
surprisingly,  new  orders 
have  ceased.  The  impact 
could  be  felt  quite  quick- 
ly in  the  West:  With  few 
cheap-labor  alternatives 
A  immediately  available, 
^1  says  industry  consultant 
J/K  Robert  M.  Frazier,  manu- 
.^gjj^  facturing  costs  soon 
could  jump  20%,  sending 
retail  prices  higher. 


Electrical-appliance  makers  also  face 
problems  filling  their  orders.  One  such 
company,  Florida-based  Windmere 
Corp.,  whose  10,000  workers  in  Guang- 
dong account  for  80%  of  the  company's 
production,  is  moving  inventories  of  hair 
dryers  and  other  small  appliances  to 
Hong  Kong  in  case  the  Chinese  govern- 
ment seizes  its  factories. 

Some  importers,  dependent  on  China, 
already  are  scouting  other  countries  for 
new  suppliers.  Windmere  may  set  up 
shop  in  Taiwan  and  Mexico.  Also  consid- 
ering a  move  is  El  Paso-based  Helen  of 
Troy  Corp.,  which  relies  on  independent 
Chinese  manufacturers  for  90%  of  its 
$68  million  in  annual  sales  of  hair  dryers 
and  other  personal-care  items.  President 
Aaron  Shenkman  says  he  is  now  looking 
at  sites  in  Thailand,  Hong  Kong,  Mexico, 
South  Korea,  and  the  Philippines.  "Even 
if  things  smooth  over  in  a  couple  of 
weeks,"  he  says,  "we  will  move  some 
facilities  out  of  China  as  protection." 

Despite  the  darkening  mood,  some 
projects  are  continuing.  A  few  days  be- 
fore the  Beijing  crackdown,  American 
Telephone  &  Telegraph  Co.  agreed  to 
establish  a  joint  venture  with  the  Chi- 
nese to  make  advanced  transmission  sys- 
tems in  Shanghai.  "We  are  not  in  a  pan- 
ic," says  George  F.  Tauber,  AT&T's 
Asian  market  operations  director.  "We 
still  regard  China  as  a  market  for  the 
future."  Many  others  still  share  the 
dream,  but  fewer  and  fewer  are  placing 
their  bets.  Says  Dow  Chemical's  acting 
China  general  manager,  C.  S.  Chow:  "It 
only  takes  a  day  or  two  to  tear  down 
something.  But  to  restore  confidence 
could  take  the  Chinese  three  months, 
three  years,  or  never."  China's  dream  of 
a  bright  economic  future  suddenly 
seems  a  long  way  off. 

By  William  Glasgall  in  New  York,  with 
Dori  Jones  Yang  in  Beijing,  Dinah  Lee  in 
Hong  Kong,  Joe  Weber  in  Philadelphia, 
Amy  Borrus  in  Tokyo,  and  bureau  reports 
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A  COLONY  LIVING 
THE  EDGE  OF  CHAOS 


With  its  very  survival  threatened,  Hong  Kong  is  trying  to  stave  off  panic 
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MOURNING:  A  HONG  KONG  DEMONSTRATION  PROTESTS  VIOLENCE  IN  CHINA 


To  be  heard,  there  are  times  you  must 
be  silent. 

— Old  Chinese  proverb 

On  June  7,  an  eerie  silence  filled 
Hong  Kong  as  6  million  people 
joined  in  the  first  general  strike 
there  since  1925.  It  was  meant  to  rever- 
berate as  far  as  the  shattered  streets  of 
Beijing. 

Deeply  shaken  by  the  massacre  of 
thousands  of  compatriots  in  China's  capi- 
tal, the  colony's  residents  shut  down 
businesses  and  factories.  Students  boy- 
cotted classes,  and  for  one  full  hour,  the 
world's  citadel  of  commerce  halted  in 
mourning  for  China's  dead. 

Underlying  the  dramatic  protests  is  a 
deep  anxiety:  Not  since  the  1949  revolu- 
tion has  tiny,  freewheeling  Hong  Kong, 
with  its  upscale  discos,  fleets  of  Rolls- 
Royces,  and  dozens  of  boomtown  proper- 
ty magnates,  sensed  its  geographic  fra- 
gility so  keenly. 

A  spit  of  land  on  the  southern  coast  of 
China's  expanse,  the  island  colony  de- 
pends on  the  mainland  for  such  basics  as 
water  and  food.  So  the  prospect  of  civil 
.var  in  China  calls  into  question  Hong 
Kong's  very  survival.  When  the  flow  of 
foo<]  across  the  border  slowed  in  the 


midst  of  the  turmoil,  alarm  broke  out  in 
local  food  markets,  prices  soared,  and 
fears  mounted  that  supplies  for  Hong 
Kong  would  be  cut  off  entirely.  Spooked 
by  the  horror  of  the  past  few  days,  some 
residents  have  fled,  and  emigration 
could  almost  double  this  year,  to  80,000. 

Once  the  West's  chief  listening  post 
on  China,  for  the  past  decade  Hong 
Kong  has  viewed  itself  instead  as  Chi- 
na's window  to  the  West.  It  was  to  be 
the  financial  center  for  the  emerging 
China.  Confidence  was  the  foundation: 
confidence  in  its  real  estate,  securities, 
and  sparkling  economJc  future.  Now, 
with  the  mainland  poised  on  the  preci- 
pice of  widespread  anarchy,  Hong 
Kong's  bubble  has 
burst.  Share  prices  on 
the  stock  exchange  fell 
22%  in  early  June,  and 
price-earnings  ratios  hit 
a  25-year  low  (chart). 

Wealthy  Hong  Kong 
speculators  who  once 
snapped  up  bargains  in 
a  crisis  are  shunning 
the  market  altogether. 
And  as  business  de- 
clines, the  skyscrapers 
that  were  Hong  Kong's 
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growth  symbols  could  soon  turn 
steel  stelae. 

What's  more.  Hong  Kong  indust 
ists  have  poured  hundreds  of  million 
dollars  into  factories  and  real  estat 
South  China,  knitting  the  two  econoi 
together  as  one.  Fully  90%  of  H 
Kong's  garment,  toy,  and  electronic 
pliance  companies  manufacture  ac: 
the  straits  in  Guangdong.  "If  China  | 
down,  the  impact  will  be  much  w 
than  during  the  1967  cultural  re 
tion,"  says  Patrick  A.  F.  Gilford,  CEi 
Fleming  International  Investment 
agement  Ltd.  in  London.  Indeed,  it  o 
mean  Hong  Kong's  fall  from  the  ri 
of  Asia's  Four  Tigers. 
NULL  AND  VOID.  Fears  of  chaos  spreadf 
into  Hong  Kong  have  heightened 
ries  about  1997,  when  China  takes 
the  colony  by  agreement  with  Bri^ 
Since  the  Beijing  clashes  began,  call] 
nullify  the  agreement  have  mou; 
Small  wonder:  The  treaty  is  lonj 
promises  by  China  to  maintain  the  (!o 
ny's  economic  and  political  status  a< , 
but  short  on  tangible  guarantees.  Stafem 
Martin  Lee,  a  Hong  Kong  barrister^^rs 
is  really  frightening  to  think  that  ure  ; 
the  Sino-British  agreement,  there  wiloi  ■ 
People's  Liberation  Army  troops  a  , 
tioned  in  Hong  Kong  after  1997." 

Prime  Minister  Margaret  Thatce 
has  ruled  out  any  possibility  of  renejti 
ating  the  accord.  But  the  demands  IV'  , 
been  drawing  some  support,  inclu(|it  ia 
from  the  British  press.  Says  Davids  if 
Shambaugh,  a  China  watcher  at  the  pita 
versify  of  London:  "They  could  sayn';^ 
negotiations  were  based  on  a  premise 
continued  stability  and  political  liba 
ization,  which  is  now  null  and  void.' 

But   whatever  n 
political   relations  p 
Hong  Kong's  econ'T 
is  now  irreversibly.r 
tertwined  with  Chii'^ 
Today,  the  mainlan'i 
Hong  Kong's  sec(C 
largest  export  ma  e 
after  the  U.  S.  for  ka 
ly  produced  goods,  jO'  _  y"' 
this  year,  the  colonK-j-j,^^ 
China's  No.  1  tracji^.j 
partner.  Over  the  fsj,,,  '^ 
10  years   of  Chi|'!|y|;^', 
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in-door  policy,  Hong  Kong  and  Macao 
le  directly  invested  some  $8  billion  in 
/-wage  light  industry,  mostly  in 
angdong.  That's  nearly  70%  of  Chi- 
s  $11.5  billion  in  foreign  investment, 
long  Kong  has  in  effect  transferred 
eh  of  its  manufacturing  capacity  to 
southern  province,  employing  direct- 
or indirectly  up  to  2  million  Guang- 
ig  workers.  That's  why  Hong  Kong 
estors  fervently  hope  that  clashes 
ong  People's  Liberation  Army  fac- 
is  will  be  confined  to  the  north.  Says 
analyst  at  Jardine  Securities  in  Hong 
ng,  referring  to  a  popular  apparel 
ker:  "If  Crocodile  Garments  can  con- 
ue  to  manufacture  and  export,  then 
ng  Kong  will  be  0.  K." 
M  ON  DEPOSITS.  Realizing  their  vulner- 
lity,  many  Hong  Kong  people  have 
eady  voted  with  their  bankbooks.  On 
le  5,  residents  descended  on  the  Bei- 
r-owned  Bank  of  China  and  its  sister 
iks  to  clear  out  their  deposits,  despite 
mings  from  the  government  and  ac- 
sts  that  such  action  would  only  harm 
ng  Kong.  As  the  Communist  banks — 
No.  2  banking  group  in  Hong  Kong 
jr  Hongkong  &  Shanghai  Banking 
p. — restocked  their  teller  machines 
the  hour,  the  colonial  government 
idied  interbank  rates  by  injecting  $25 
ion  from  reserves.  The  crisis  could 
jlerate  the  steady  stream  of  "yacht 
pie"  and  capital  out  of  Hong  Kong 
into  Chinese  communities  in  Vancou- 
New  York,  and  Los  Angeles, 
hinese  Communists  based  in  Hong 
g  took  the  news  of  slaughter  and 
'e  in  China  the  hardest  of  all.  "These 
)le  must  be  compared  to  a  crazed 
who  turns  his  gun  on  his  own  wife 
child  before  shooting  himself,"  said 
i  Sung,  a  veteran  pro-communist  lo- 
t  politician,  on  a  prime-time  TV  pro- 
n.  Reporters  and  Communist  bosses 
;  1  China's  aloof  and  mysterious  New 
;  a  News  Agency,  which  serves  as  an 
fficial  Beijing  embassy  in  Hong 
j  g,  joined  in  the  protest.  A  tearful 
;  p  of  about  100  of  the  Communist 
1  icy  staff  held  a  mock  funeral  service 
H  ane  5  on  the  busy  pavement  outside 
1;  offices,  so  all  of  Hong  Kong  could 
ii  ess  their  disgust  with  their  own  par- 
}  5y  midweek,  the  Chinese  flag  over 
1|  igency  was  gone. 
!  hatever  happens  in  China  next,  the 
"i  ing  crisis  there  could  mark  the  be- 
p  ng  of  a  long  downhill  slide  for 
X  \  Kong.  Granted,  the  island  has  re- 
"i  ded  from  previous  shocks,  as  hap- 
«  i  after  mobs  rioted  in  the  streets 
i»  g  the  early  days  of  the  Cultural 
lution.  But  this  time,  if  they're  not 
!a  ul,  the  Old  Guard  in  Beijing  could 
k  oy  the  jewel  they  have  coveted  for 
iOi  ig — well  before  1997  rolls  around. 

I  Dinah  Lee  in  Hong  Kong,  vnth  Rich- 
2^  .  Melcher  in  London 


BANNERS,  BRAVERY,  AND  BRUTALITY: 
A  REPORTER'S  PARTING  lOOK  AT  BEIJING 


Little  more  than  a  day  after  the  Peo- 
ple's Liberation  Army  opened  fire  on 
civilian  demonstrators,  BUSINESS 
week's  Hong  Kong  Bureau  Manager, 
Don  Jones  Yang,  ventured  from  her 
hotel  for  a  final  tour  of  Beijing. 
What  she  saw  and  heard  as  she 
weaved  among  the  overturned  trucks 
and  buses  convinced  her  it  was  time 
to  leave.  Here's  her  report: 

I spend  four  hours  driving  all  around 
the  city.  Signs  of  the  devastating 
battle  are  everywhere.  It's  clear 
there  were  battles  in  the  west,  south, 
east,  and  north  parts  of  town,  not  just 
in  Tiananmen  Square.  At  least  half  the 
shops  are  closed.  In 
one  place,  I  see  people 
lining  up  to  buy  vege- 
tables— a  sight  I  have 
never  seen  in  10  years 
in  China.  Obviously, 
it's  difficult  to  get  pro- 
duce into  the  city,  be- 
cause the  roads  are 
blocked.  Most  people 
don't  go  to  work — be- 
cause they  can't  get 
there. 

University  campuses 
are  deserted,  the 
frightened  students 
having  gone  into  hid- 
ing. Hand-painted  banners  are  draped 
across  the  front  gates  of  Beijing  Uni- 
versity, People's  University,  and  the 
University  of  Science  &  Technology. 
The  one  in  front  of  Beijing  University 
proclaims:  "Blood  has  drenched  China. 
Brutality  has  reached  its  extreme." 

I  see  no  sign  of  troops  near  the  uni- 
versities, although  I  hear  unconfirmed 
reports  that  there  had  been  firing 
there.  Outside  People's  University, 
there  is  a  floral  funeral  wreath  and  a 
banner  saying,  "Their  souls  have  no 
place  to  go" — meaning  the  dead  died  in 
vain.  I  also  talk  to  Leong  Ka  Tai,  our 
Hong  Kong  photographer,  who  hap- 
pened to  get  stuck  here.  He  tells  me  of 
a  sign  he  saw  on  the  way  into  town 
from  the  Beijing  airport:  "The  Yang 
family  army  has  bloodied  China.  Broth- 
er soldiers,  turn  your  guns  around." 

One  Australian  businessman  I  meet 
in  the  crush  of  people  trying  to 
buy  a  plane  ticket  tells  me  that 
just  two  weeks  ago,  he  had  started  a 
joint  venture  to  make  Chinese  sou- 
venirs for  sale  at  the  Great  Wall. 
He  figured  it  was  a  sure  winner, 
since  the  Great  Wall  is  always  packed 


with  tourists.   But  not  these  days. 

An  American  I  know  was  in  the 
square  the  night  of  the  massacre. 
When  the  troops  came,  she  fell  to  the 
ground.  Six  soldiers  pointed  rifles  at 
her.  One  prodded  her  in  the  back  with 
the  barrel  of  his  rifle  and  asked:  "Is 
she  alive?"  Seeing  she  was  a  foreigner, 
they  allowed  her  to  flee.  Then  they 
beat  a  Chinese  youth  until  she  inter- 
vened to  force  them  to  stop.  She  and 
the  youth  fled  together. 

A  Chinese  friend  who  went  to  two 
hospitals  yesterday  says  he  saw  a  vic- 
tim of  the  massacre  being  taken  to  the 
hospital,  brains  dripping  out  of  a  single 
hole  in  his  head.  He  tells  me:  "They 
underestimated  the 
bravery  of  the  Chinese 
people." 

At  the  Beijing  air- 
port, starting  from  ear- 
ly morning,  a  crowd  of 
desperate  foreigners 
and  Chinese  cram  and 
fight  their  way  to  the 
standby  counter  of  Chi- 
na's national  airline, 
hoping  against  hope 
for  a  seat  on  the  first 
flight  to  Hong  Kong. 
Americans,  Europeans, 
Japanese,  Hong  Kong 
Chinese,  Australians. 


Businesspeople,  students,  teachers, 
tourists,  diplomats,  journalists,  moth- 
ers with  children.  Even  some  lucky 
Chinese  who  had  visas  to  go  abroad — 
all  are  pouring  into  the  Beijing  interna- 
tional airport.  Hong  Kong  Chinese, 
who  have  no  diplomatic  protection  in 
the  People's  Republic,  are  the  most 
frightened. 

EERIE  FEELING.  Our  bodies  are  crushed 
together  as  more  join  from  behind. 
Two  men  come  to  blows  when  they 
find  out  that  last  night's  waiting  list  is 
no  longer  valid.  One  turns  away  angri- 
ly, blood  dripping  from  his  nose.  I  am 
number  106  on  a  waiting  list  of  more 
than  150.  Somehow,  I  get  on  the  plane. 

Three  hours  later,  as  the  plane  lands 
in  Hong  Kong,  the  tension  lifts  and 
passengers  burst  into  applause.  Says 
one  American:  "It's  good  to  be  back  in 
a  free  country."  For  me,  it's  an  eerie, 
awful  feeling.  After  many  trips  to  Bei- 
jing, so  many  parts  of  the  city  had 
come  to  seem  so  familiar,  safe,  even 
mundane.  Now  they  are  battle  zones. 
The  China  that  I  watched  blossom  for 
the  past  10  years  seems  to  have  died 
overnight. 
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THE  GOP  FEEDING  FRENZY 
IS  FAR  FROM  OVER 

FOLEY'S  PLEAS  FOR  PEACE  IN  THE  HOUSE  ARE  FALLING  ON  DEAF  EARS 
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hand-wringing  over  "mil  iWi 
less  cannibalism"  as  "1 
same   way   Adolf  Hit' 
would  describe  his  demi 
There's  no  reason  to  beli(  iiii? 
anyone  in  the  House  is 
ing  on  a  witch  hunt." 

Clearly,  one  wing  of  t 
GOP  has  decided  that  the  t 
ditional  collegiality  of 
House  must  give  way  to 
polarizing  struggle.  "Th( 
guys  are  like  kamikaze 
lots,"  says  Thomas  Mann 
the  Brookings  Instituti( 
"They  are  prepared  to  crz 
their  careers  to  break  Den 
cratic  control  of  the  Housi 

The  GOP  bombers 
probably  fall  well  short 
their  goal.  In  the  meanti 
President  Bush  and 
Democrats  can  only  wati 
as  any  hopes  for  their  leg- 
lative   agendas  crumb. 
"This  House  is  in  a  conv- 
sive  state,"  observed  Hot; 
Minority  Leader  Robert  . 
Michel  (R-Ill.).  Yet  even  the  well-likl 
Michel,  a  model  of  GOP  decorum  durir 
his  33  years  in  the  House,  was  hissed  v 
Democrats  when  he  declared  that  '  ) 
years  of  uninterrupted  power  can  ;t 
like  a  corrosive  acid  upon  the  restrain 
of  civility  and  comity." 

Michel  and  ma' 
GOP  veterans  ae 
troubled  by 
course  that  Gingn 
and  his  allies  haJ 
charted.  Even  cc- 
servatives  such  :! 
Representative  Mii- 
ey  Edwards  (- 
dkla.)  think  trying') 
make  Democra: 
corruption  a  natioil 
issue  is  an  iffy  pr<- 
osition.  Says  In- 
wards: "Voters  vl 
not  make  decision 
on  local  congress- 
nal  elections  on  V- 


The  t^AiioHAL 
AQUAt^lO/A 


Thomas  S.  Foley  hoped  to  turn  his 
June  6  swearing-in  into  a  celebra- 
tion of  the  conciliatory  course  he 
intends  to  pursue  as  the  Speaker  of  the 
scandal-scorched  House.  He  moved  to 
the  Speaker's  chair,  passing  a  disgraced 
Jim  Wright  with  a  handshake  but  no 
words.  Addressing  a  hushed  House,  the 
Washington  Democrat  pleaded  with  his 
colleagues.  "It  is  time,"  he  said,  "to  put 
divisiveness  behind  us." 

But  Foley's  soothing  words  are  unlike- 
ly to  be  heeded.  As  Democrats  and  Re- 
publicans stood  together,  their  applause 
was  tepid.  That's  because  members  on 
both  sides  of  the  aisle  are  coming  to 
realize  that  the  increasingly  ugly  atmo- 
.•^phere  in  the  House  goes  far  beyond 
iiormal  sharp-elbowed  partisanship. 
'!T'S  REAL.'  The  House  is  locked  in  a  new 
and  lethal  sort  of  combat,  in  which  alle- 
gatiotis  of  unethical  conduct  are  the 
weapon  of  choice.  On  the  day  of  his 
swearing-in,  Foley  was  the  target  of  GOP 
attacks  that  hinted  at  personal  impropri- 


ety. It's  war,  and  "it's  real,"  crows  Mi- 
nority Whip  Newt  Gingrich  (R-Ga.).  "We 
finally  have  the  public's  attention." 

Long  frustrated,  long  ignored,  and  a 
little  awed  by  their  pivotal  role  in  top- 
pling both  Speaker  Wright  and  Majority 
Whip  Tony  Coelho  (D-Calif.),  Gingrich 
and  a  new  genera- 
tion of  GOP  comman- 
dos are  going  for 
broke.  Their  goal: 
seizing  the  House  af- 
ter 35  years  of  con- 
trol by  a  Democratic 
Party  that  they'll  at- 
tempt to  paint  as 
corrupt  to  its  core. 
So  sharp  are  the  po- 
litical appetites  on 
the  Hill  that  even 
the  normally  mild- 
spoken  Representa- 
tive Bill  Frenzel  (R- 
Minn.)  denounced  ex- 
Speaker  Wright's 


itfei 


Ihe 


fa( 


PLAYING  HARDBALL: 
THE  GOP'S  PLAN 

►  Launch  fresh  ethics  complaints 
against  Democratic  members 
based  on  information  gleaned  from 
new  financial  disclosure  reports 

►  Trim  the  benefits  of  incumbency 
by  limiting  PAC  contributions  and 
reducing  free  mailings 

►  Demand  floor  votes  on  balanced- 
budget  amendment  and  other  con- 
troversial issues 
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THE  BATTLE 
GOES  ON 


scretions  of  Wright 

Tony  Coelho." 
hanks  in  large  part 
Gingrich's  tireless 
'suit,   Wright  will 
re  the  House  at  the 

of  the  month,  the 
im  of  a  year-long 
OS  committee  probe 
I  his  financial  deal- 
s.  Forgoing  the 
th  of  a  thousand 
3,  Coelho  resigned 
ctive  June  15  rather 
n  face  a  probe  into 
investments. 
iUt  the  GOP's  Young 
ks  believe  they  can 
vince  the  public  that 
ght  and  Coelho  are 
iptoms  of  a  deeper 
ness.  They  have  tar- 
id  up  to  10  Demo- 
ns who,  they  say, 
uld  face  ethics 
)es.  The  GOP  fire- 
ids  will  argue  that 

er  has  made  the 

locrats  hopelessly 

upt.  "It's  the  best 

3  we've  got,"  says 

servative  activist 

ard  Viguerie. 

)ley,  a  soft-spoken, 

ing  legislator  from 

:ane,  hoped  to  rise 
'  e  partisan  rancor 

vowed  to  restore  a 

t  of  "mutual  respect"  to  the  House. 

Dlive  branch:  more  cooperation  with 

ie  Republicans  on  scheduling  votes, 

dng  amendments,  and  working  out 

tisan  legislation — privileges  denied 
!  ninority  by  the  autocratic  Wright. 

y  RAISE?  But  to  Gingrich,  "reform" 

IS  a  spate  of  measures  aimed  at 

izing  a  complacent  electorate  and 
ately  driving  Democrats  from  of- 
table).  In  coming  months,  the  Re- 
cans  will  push  proposals  to  reduce 
mailings   for  representatives, 
campaign  finance  laws  to  trim 
ibutions  by  political  action  commit- 
:  -which  donate  mainly  to  incum- 
e|  — and  raise  the  limits  on  individual 

'  ions.  The  GOP  will  also  push  for 
votes  on  a  balanced-budget  consti- 
lal  amendment  and  other  issues  de- 
d  to  embarrass  Democratic  leaders. 
;  Democrats  will  try  to  regain  the 
:ive.  Their  own  ethics  bill  is  likely 
3 '  1  for  public  financing  of  congressio- 
a  ections.  The  measure  probably  will 
k'  eek  to  close  a  loophole  that  allows 
lers  elected  before  1980  to  convert 
^\  surplus  campaign  cash  to  personal 
*  hen  they  retire.  And  it  may  offer  a 


Republican  Whip  Gingrich 
(above)  believes  that  the 
ethics  issue  will  enable  his 
party  to  gain  control  of  the 
House  after  35  years  out  of 
power.  Most  think  he  will 
fail,  but  the  turmoil  means 
that  Speaker  Foley  can 
only  watch  as  hopes  for  his 
legislative  agenda  crumble 


pay  raise  tied  to  the  elimination  of  "hon- 
oraria"— payments  for  speeches  before 
special-interest  groups,  a  favorite  way  to 
pad  legislative  incomes. 

President  Bush  wants  no  part  of  any 
Democratic  agenda.  And  with  no  bold 
domestic  program  of  his  own  at  risk, 
Bush  and  White  House  strategists  are 
content  to  allow  Gingrich  and  his  co- 
horts to  stir  things  up.  Says  one  White 
House  aide:  "Newt  hasn't  blocked  a 
damn  thing  we  want  to  do." 

The  danger  for  Bush  could  be  that 
things  are  spinning  out  of  his  control. 
Democrats  are  livid  at  Justice  Dept. 
leaks  that  helped  seal  Coelho's  fate  and 
undermined  the  chances  of  House  Demo- 
cratic Caucus  Chairman  William  H.  Gray 
III  (D-Pa.)  to  become  majority  whip. 


These  guys  are  like  kamikaze 
pilots.  They  are  prepared  to 
crash  their  careers  to  break 
Democratic  control' 


Gray,  who  has  put  off 
until  June  14  the  elec- 
tion of  Coelho's  succes- 
sor, is  struggling  to  re- 
cover from  reports  that 
his  office  is  under  inves- 
tigation for  alleged  pay- 
roll-padding. Justice 
says  Gray  isn't  the  tar- 
get of  the  probe,  but 
Democrats  suspect  that 
law-enforcement  offi- 
cials are  part  of  a  politi- 
cal conspiracy. 

Their  paranoia  was 
hardly  calmed  when  the 
Republican  National 
Committee — headed  by 
former  Bush  campaign 
chief  Lee  Atwater — cir- 
culated "talking  points" 
entitled  "Tom  Foley: 
Out  of  the  Liberal  Clos- 
et." The  memo  com- 
pared Foley's  record  on 
issues  to  that  of  Repre- 
sentative Barney  Frank 
(D-Mass.),  who  just  hap- 
pens to  be  one  of  two 
avowedly  gay  members 
of  Congress.  Unstated 
in  the  document,  but  on 
the  mind  of  everyone  on 
the  Hill,  were  ancient, 
unsubstantiated  rumors 
about  Foley's  personal 
life. 

The  new  Speaker 
brushed  off  the  attack  as  unworthy  of 
comment.  But  other  Democrats  hit  the 
ceiling.  Says  Representative  Patricia 
Schroeder  (D-Colo.):  "The  RNC  has  taken 
over.  These  guys  in  the  House  are  just 
bit  players,  and  they  don't  know  it  yet." 

Michel  quickly  criticized  Atwater's 
RNC,  calling  the  memo  an  "embarrass- 
ment," and  the  author,  Mark  Goodin, 
promptly  resigned.  But  Frank  discerns  a 
pattern:  "What  we're  seeing  is  a  cam- 
paign of  character  assassination." 

When  George  Bush  took  office,  he 
went  out  of  his  way  to  make  Democrats 
feel  refreshed  by  a  "new  breeze"  of  bi- 
partisan cooperation.  In  fact,  the  Presi- 
dent is  sparing  no  effort  to  schmooze 
with  Hill  Democrats.  But  thanks  to  the 
take-no-prisoners  tactics  of  some  of  his 
henchmen,  the  era  of  good  feelings  has 
come  to  a  sudden  end.  In  its  place  is  a 
poisonous  era  unlike  any  in  recent  histo- 
ry. Until  the  mood  is  dispelled.  Bush's 
prospects  for  a  productive  relationship 
with  Congress  are  about  as  good  as  cele- 
brated convict  Willie  Horton's  chances 
for  another  prison  furlough. 

By  Douglas  Harbrecht,  with  Richard  Fly, 
in  Washington 
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PARAMOUNT'S  DAVIS,  TIME'S  MUNRO,  WARNER'S  ROSS:  THE  COMING  BATTLE  WILL  LIKELY  BE  A  PUBLIC  RELATIONS  NIGHTMARE  FOR  ALL  PARTIEl 


iEBIHD. 


A  NICE,  SIMPLE  TIME-WARNER  DEAL 
WAS  TOO  GOOD  TO  LAST 


Paramount  puts  in  a  blockbuster  bid — and  others  seem  sure  to  follow 


When  Time  Inc.  and  Warner 
Communications  Inc.  unveiled 
merger  plans  on  Mar.  4,  their 
top  executives  described  the  deal  as  ele- 
gantly simple:  Two  U.  S.  companies, 
with  compatible  interests  in  magazine 
publishing,  cable  TV,  books,  films,  and 
music,  would  do  an  old-fashioned,  friend- 
ly stock  swap.  The  deal  would  leave 
their  balance  sheets  healthy,  and  inves- 
tors wouldn't  get  hit  with  much  in  the 
way  of  extra  taxes. 

But  around  dinnertime  on  June  6,  Par- 
amount Communications  Inc. 
Chairman  Martin  S.  Davis 
picked  up  the  phone  and  told 
the  Time  and  Warner  chiefs 
that  he  had  something  else  in 
mind,  a  proposal  that  Time's 
shareholders  would  find  simply 
elegant:  Cash,  and  lots  of  it. 
ANCIENT  HISTORY.  Paramount's 
stunning,  $10.7  billion  bid  for 
Time  has  made  the  Time- 
Warner  deal,  which  had  easily 
cleared  most  hurdles  and  was 
headed  for  a  shareholders'  vote 
on  June  23,  ancient  history.  Al- 
though Time  lamely  asked  in- 
vestors not  to  jump  at  Para- 
mount's offer,  the  heirs  of 
Henry  Luce  will  have  to  work 
some  special  magic  to  persuade 
investors  to  stick  with  the  com- 
pany's current  plan.  It's  worth 


more  than  $123  a  share,  while  Davis  is 
offering  $175 — and  could  go  higher. 
Says  one  publishing  executive:  "It  would 
shock  me  if  it  didn't  go  to  $195." 

Davis  surely  doesn't  want  to  pay 
more,  but  he  may  have  to  if  new  bidders 
join  the  fray  (table).  Moreover,  Time  and 
Warner  will  undoubtedly  try  at  least  one 
of  several  options  to  defend  themselves. 
One  possibility  is  that  they'll  bid  jointly 
for  Paramount,  which  recently  changed 
its  name  from  Gulf  &  Western  Inc.  But 
on  Wall  Street  you  can  almost  hear  the 


FOUR  SCENARIOS  FOR  TIME  INC. 


TIME-WARNER  MAY  OFFER  A  DIVIDEND  Time  and  Warner 
would  claim  that  a  stock  swap  leaves  a  stronger  company 
that's  better  able  to  expand.  But  investors  who  want  their 
rewards  now  may  prefer  Paramount's  $175-a-share  offer. 
To  beat  it,  a  Time- Warner  dividend  may  have  to  exceed  $75. 

TIME  BUYS  WARNER  The  additional  debt  needed  to  swing  the 
deal  makes  Time  unattractive  to  raiders.  Shareholders 
would  object,  though,  to  a  move  that  depresses  Time's  stock 
price  while  an  attractive  offer  is  on  the  table. 

TIME  OR  WARNER  GOES  AFTER  PARAMOUNT  This  could  force 
Davis  to  pull  back.  But  if  not.  Time  remains  vulnerable. 

OTHERS  BID  FOR  TIME  Giants  such  as  General  Electric,  Capi- 
tal Cities/ABC,  and  CBS  are  known  to  be  interested.  Other 
rumored  bidders:  raiders  Robert  Bass,  Carl  Icahn,  and  Ron- 
ald Perelman. 


arbs  tapping  their  feet,  waiting  for  r  Smc  aii 
players  to  bid  for  Time,  which  last  y  Wte 
collected  revenues  of  $4.5  billion.  Ti  iuigtt 
ers  sent  Time  stock  soaring  44  points  lime  a 
close  on  June  7  at  170.  srsaiil 
Talk  on  the  Street  is  that  several  idrish, 
dia  and  entertainment  moguls  are  r  avetop 
ing  to  operate  some  or  all  of  Tii 
properties  in  magazines,  books,  and 
ble.  The  names  most  often  mentio: 
Cablevision  Systems,  General  Eleci 
and  Capital  Cities/ABC.  Other  compai 
have  also  taken  a  serious  look  at  Ti; 
including  Gannett  Co.,  which  was 
ing  about  a  possible  merger  with 
before  the  Warner  deal  was  announi 
And  CBS  Inc.  long  has  envisioned  itselferessei! 
the  role  of  white  knight  if  Time  wjjuoutjjt 
threatened.  ^  jj  ^ 

But  the  TV  networks — NBC  Inc.'s  oier  sij-e 
er,  GE,  among  them — may  run  into  scaler  Qajii 
regulatory  trouble  if  they  go  after  Tilpfot^jj  | 
Federal  rules  prohibit  the  lnortfj; 
works  from  owning  cable  ft*(ar 
chises.  Some  speculate  that  It)- [; 
with  loads  of  dough  and  fintfe  'cj^jj 
ing  savvy  at  its  financial 
vices  unit,  could  come  at  T^jji^^ 
through  the  back  door  by  ba^tkeii'^j 


for 

km 


toprote 
lense.  ] 
Pn 


rolling  a  bid  from  Cablevis  Hjujjj..^, 
a  cable  operator  and  progr  j|  g^, 
mer  that  has  a  cozy  relatLj^'^^^ 
ship  with  NBC  and  GE.  mat^^.; 
CIRCLING  SHARKS.  Several  Ij^jj^^^^ 
nanciers  may  also  be  temffck  d,'^* 
to  make  a  bid  for  the  compf^t 
The  lure:  assets  that  some  'c\ 
lysts  say  could  be  broken  |pij|. 
and  sold  for  $220  a  share.  ^ 
vestment  bankers  are  tosi 
around  such  names  as  Roll 


Hi 

■  ^ 


Bass,  Carl  Icahn,  Ronald  ?(% 
man,  and  K-III  Holdings,  a  iL 
leveraged-buyout  firm  cresL^,^ 
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)rmer  Macmillan  Inc.  chief  Edward 
i&ns  and  backed  by  the  lbo  czars  at 
berg  Kravis  Roberts  &  Co. 
t  just  as  trouble  lurks  in  the  net- 
:s-as-buyers  scenario,  so  are  there 
slocks  to  a  raider-led  deal.  Any  LBO 
t  would  have  to  pay  plenty  in  taxes, 
'ar  as  the  tax  man  is  concerned, 
's  assets  carry  a  book  value  of  just 
I  share.  A  speculator  who  beat  Da- 
)ffer  and  wanted  to  squeeze  out  the 
in  Time's  rich  assets  would  have  to 
;apital-gains  taxes  on  the  difference, 
ne  and  Warner  will  surely  try  to 
lade  investors  that  they'd  be  better 
nth  a  merger.  The  current  Time- 
ler  proposal  would  create  a  stron- 
company  that  offers  shareholders 
'  money  in  the  long  run,  they  may 
e,  Yet  those  words  don't  figure  to 
■  the  arbs  and  institutional  investors 
control  most  of  Time's  stock.  They 
r  wouldn't  agree  to  wait  for  their 
rd,  even  if  Time-Warner  sweetened 
5al  with  a  special  dividend. 
iLE  BIND.  If,  as  seems  more  proba- 
rime  and  Warner  decide  that  the 
(holders  are  already  lost,  the  com- 
s  might  short-circuit  the  whole  pro- 
Time  could  just  buy  Warner,  or 
^ersa.  Either  move  would  be  expen- 
md  risky,  though.  Time  would  prob- 
lave  to  pay  about  $10  billion,  or  $70 
ire,  for  Warner,  which  last  year 
d  $4.2  billion  in  sales, 
rse,  investors  would  object  to  a 
hat  appeared  to  be  motivated  by  a 
!  to  protect  executives  at  stockhold- 
xpense.  Time  Chairman  J.  Richard 
3  and  President  Nicholas  J.  Nicho- 
ght  be  hard-pressed  to  explain  how 
nolders  were  helped  by  a  move 
iepressed  the  stock  price  at  a  time 
I  an  outside  bidder  had  placed  $175 
ire  in  cash  on  the  table.  And 
er  shareholders  might  wonder 
.  er  Chairman  Steven  J.  Ross  want- 
protect  his  generous  salary  and 
worth  an  estimated  $150  million 
i  ear.  So  this  even  more  intriguing 
9  ility  is  being  rumored:  Time  or 
il  ir  could  make  a  counterbid  for 
i\  lount.  That  way,  directors  of  the 
:i  ompanies  could  find  it  easier  to 

i  1  their  move. 

ounterattack  might  make  Davis 
ij  )ff.  But  even  if  he  kept  coming, 
rl  md  Warner  could  point  to  the  Par- 
i(i  t  assets  they  might  divide:  Time's 
3|  publishing  operation  would  blend 
1  ith  Paramount's  Simon  &  Schus- 

c.  And  Home  Box  Office  Inc., 
T  ;  cable-programming  division, 

ii  pick  up  Paramount's  one-half 
it  n  cable's  USA  Network.  Warner,  in 
T  night  pick  up  a  leading  producer 
n  ies  and  TV  shows.  Paramount  Pic- 
*e  'orp.,  if  the  feds  had  no  antitrust 
jei  )ns.  It  could  take  about  $9  billion, 
$'  a  share,  to  win  Paramount,  which 


last  year  had  sales  of  about  $3.1  billion, 
not  including  those  from  a  huge  finan- 
cial-services arm  that  Davis  is  hoping  to 
peddle  for  more  than  $3  billion. 

In  virtually  every  scenario,  the  battle 
is  likely  to  become  a  public  relations 
nightmare  for  everybody  involved.  Time 
and  Warner  will  probably  paint  Davis  as 
an  uncreative  executive  familiar  with 
show-biz  deals  but  lacking  the  creden- 
tials to  manage  some  of  America's  most 
important  publishing  assets,  including 
Time,  Sports  Illustrated,  and  People. 


Craig  0.  McCaw  just  won't  let  up. 
Since  1984,  the  40-year-old  chair- 
man of  McCaw  Cellular  Communi- 
cations Inc.  has  built  the  nation's  largest 
cellular  telephone  operation  through  sav- 
vy acquisitions,  heavy  borrowing,  and 
sheer  nerve.  But  more  than  $1  billion 
later.  McCaw's  widely  scattered  proper- 
ties in  small  cities  still  lack  the  sweeping 
nationwide  presence  he  craves. 

Maybe  not  for  long.  On  June  6, 
McCaw  proposed  the  cellular  industry's 
biggest  deal  yet:  a  $5.9  billion  tender 
offer  for  the  90%  of  LIN  Broadcasting 
Corp.  it  doesn't  already  own.  LIN  is  the 
No.  7  cellular  company. 

There's  no  telling  whether  McCaw's 
bid,  rumored  to  be  in  the  works  since 
late  last  year,  will  succeed.  But  it's  sure 
to  accelerate  the  industry's  fierce  bid- 
ding wars.  The  $120-a-share  offer  topped 
lin's  June  6  stock  price  by  16%.  Yet, 
LiN's  stock  shot  up  26,  to  129 V2,  the 
following  day,  indicating  that  investors 


Indeed,  shortly  after  Paramount  an- 
nounced its  bid.  Time  said  Davis  had 
broken  a  vow  to  keep  his  hands  off  the 
company.  Davis  said  there  was  no  com- 
mitment once  Time  announced  its  deal 
with  Warner — a  move  that  he  says  ef- 
fectively put  the  company  on  the  block. 

The  outcome?  That's  anybody's  guess, 
but  one  thing  is  certain:  'The  forces  set 
in  motion  by  Davis'  hostile  bid  for  Time 
will  shake  up  the  power  structure  in 
American  media  and  entertainment. 

By  David  Lieberman  in  New  York 


expect  the  bidding  to  go  higher.  And  the 
Street  figures  the  dealmaking  won't 
stop  there,  judging  from  the  flurry  of 
cellular  stock  buying  on  June  7.  Even 
McCaw's  stock  rose  3%,  to  47. 

There  may  be  few  bargains  left  in 
cellular,  though.  At  a  valuation  of  at 
least  $275  per  POP — industry  lingo  for 
potential  customer — McCaw's  offer  dou- 
bles the  price  paid  for  any  cellular  prop- 
erty so  far.  "It's  enough  to  make  your 
nose  bleed,"  says  analyst  Alfred  J. 
Humphries  of  Hanifen,  Imhoff  Inc.  in 
Denver. 

McCaw  knows  no  fear  of  heights.  In 
just  four  years,  he  has  managed  to  buy 
his  way  to  the  top  of  the  industry,  which 
provides  mobile  phone  services.  McCaw 
now  has  50  million  POPs,  687<:  more  than 
No.  2  Pacific  Telesis  Group.  It's  easy  to 
see  why  he  wants  LIN's  18  million  POPs 
in  New  York,  Los  Angeles,  Philadelphia, 
Dallas,  and  Houston  (table).  They're  lo- 
cated in  half  the  nation's  top  10  cellular 


TAKEOVERS  I 


IIH'SKEY 
MARiaTS 


Gty 

Net  POPs 

Mniions 

NEW  YORK 

6.8 

LOS  ANCELES 

4.5 

PHItADElPHIA 

2.5 

DAUAS 

2.4 

HOUSTON 

1.9 

18.1 

*Net  POPs:  the  number  of  potential 
customers  in  o  given  market 

DATA;  COMPAN?R£POR»-^ 


A  McCAW  TOWER:  THE  NO.  I  COMPANY  OFFERED  $5.9  BILLION  FOR  NO.  7 

THE  CELLULAR  BIDDING  WAR 
WILL  GET  EVEN  HOTTER  

The  Street  expects  McCaw's  stunning  offer  for  LIN  to  go  higher 
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markets  and  three  of  the  top  four. 

But  first  he  may  have  to  outbid  ag- 
gressive Baby  Bells.  In  February,  1988, 
BellSouth  Corp.  beat  out  McCaw's  bid 
for  Mobile  Communications  Corp.'s  11- 
city  operation,  including  Los  Angeles, 
Milwaukee,  and  Houston.  Bells  rumored 
to  be  interested  in  LIN  include  PacTel, 
BellSouth,  U.  S.  West,  and  Southwestern 
Bell.  C.  Lee  Cox,  president  of  PacTel's 
diversified  businesses,  plays  it  coy  when 
asked  what  he  would  be  willing  to  pay, 
saying  only:  "We  can  construct  a  scenar- 
io that  supports  those  prices." 

Here's  the  reasoning:  This  year,  3.3 
million  subscribers  are  expected  to 
spend  $3.2  billion  on  cellular  calls.  As 
phone  prices  plummet,  those  revenues 
could  double  next  year.  And  LIN  is  the 
last  property  on  the  market  with  a  big 
presence  in  the  top  10  markets.  "LIN  is 
[McCaw's]  only  chance  to  become  a  na- 
tional company,"  says  Dennis  Leibowitz, 
a  senior  vice-president  at  Donaldson, 
Lufkin  &  Jenrette  Securities  Corp. 
CASH  CRUNCH.  In  making  the  bid, 
McCaw  is  stretching  its  finances  ever 
thinner.  Its  $1.8  billion  in  debt— 87%  of 
capital — requires  interest  payments  of 
$200  million  a  year.  Last  year,  it  lost 
$297  million  on  revenues  of  $311  million, 
and  it  lost  $98  million  on  revenues  of 
$102  million  in  the  first  quarter,  ended 
Mar.  31.  Moreover,  cash  flow  from  cellu- 
lar operations,  says  Humphries,  will  be  a 
negative  $125  million  to  $150  million  this 
year.  That  doesn't  include  LIN's  positive 
$90  million  cash  flow. 

British  Telecommunications  PLC 
should  relieve  the  cash  crunch  shortly, 
when  it  injects  $1.5  billion  for  a  22% 
stake  in  McCaw.  And  McCaw  has  $1  bil- 
lion left  on  a  bank  credit  line.  Analysts 
suggest  British  Telecom  could  arrange 
bank  loans  to  cover  the  $3.5  billion  still 
needed  to  finance  a  LIN  deal,  or  McCaw 
could  issue  more  junk  bonds. 

McCaw  probably  would  have  to  sell 
some  of  LIN's  operations.  The  company 
says  it  has  no  plans  to  sell  LIN's  seven 
TV  stations,  valued  at  $1  billion,  but  it 
may  need  the  money.  The  problem  is 
that  LIN  last  month  said  it  would  spin 
off  the  broadcasting  unit,  a  move  that 
could  make  the  cellular  company  more 
valuable  and  add  capital-gains  tax  liabil- 
ities. McCaw  has  asked  LIN  to  delay  the 
spinoff. 

If  McCaw  gets  LIN,  it  will  be  under 
more  pressure  than  ever  to  make  its  in- 
vestments pay  off.  McCaw  has  spent 
$392  million  since  mid-1987  to  buy  stakes 
it;  .several  other  cellular  companies,  such 
as  Cellular  Communications,  Metro  Mo- 
bile CTS,  and  Graphic  Scanning.  Buying 
LIN  may  be  Craig  McCaw's  biggest  deal, 
but  chances  are  it  won't  be  his  last. 

By  Robert  D.  Hof  in  San  Francisco 


INVESTMENTS! 


USX:  ICAHN'S  BACK,  AND  THIS  TIME 
HE  HAS  THE  CASH 


The  oil  and  steel  giant's  soaring  breakup  value  may  prove  irresistible 


In  the  fall  of  1987,  a  year  after  Carl 
C.  Icahn  mounted  an  attack  on  USX 
Corp.,  he  called  a  top  lieutenant  at 
the  steel  and  energy  company  with  a 
message  for  Chairman  David  M.  Roder- 
ick. Icahn  was  ecstatic  that  Roderick's 
restructuring  of  USX  had  boosted  the  val- 
ue of  his  11%  stake  by  more  than  $15  a 
share.  "Anybody  who  can  make  me  a 
$450  million  profit  is  my  friend  for  life," 
he  enthused. 

Times  have  changed.  Icahn,  who 
dropped  his  bid  for  USX  in  part  for  lack 
of  financing,  is  now  far  richer.  And 
USX's  breakup  value  has  soared  above 
what  he  or  top  USX  executives  imagined. 
That's  why  some 
on  Wall  Street  be- 
gan speculating  he 
would  make  a  new 
run  at  USX  even 
before  the  June  1 
sale  of  his  huge 
block  of  Texaco 
shares.  That  same 
day,  Charles  A. 
Corry,  57,  USX's 
top  strategist,  suc- 
ceeded Roderick  as 
chairman. 

Such  speculation 
has  focused  atten- 


cash,  largely  from  his  Texaco  shares 
could  use  just  a  fraction  of  that  to  ( 
ble  his  stake  in  usx  to  lure  another 
or.  Or  he  could  leverage  it  all  to  bor 
and  buy  the  entire  company  for  $12 
lion,  a  30%  premium. 

USX  is  ripe.  The  steel  unit  was  once 
biggest  defense  against  a  raider  a 
USX's  rich  Marathon  Oil  Co.  and  Te 
Oil  &  Gas  Corp.  assets.  But  now, 
profit-gushing  steel  operations  will  1 
push  this  year's  net  income  up  26% 
$950  million.  Then  there  are  the  ene 
units,  valued  at  $12  billion,  or  $2.8  bil 
more  than  USX's  market  value.  M; 
thon's  refining  profits  are  soaring 


HOW  USX  HAS  IMPROVEI 


1986 

1989 

BREAKUP  VALUE, 

$8.84 

$13.25 

NET  OF  LIABILITIES 

billion 

billion 

NH  BREAKUP 

VALUE  PER  SHARE 

$34.25 

$51.00 

INARKET  VALUE 

PER  SHARE 

28.75* 

36.13** 

VALUE  GAP 

5.50 

14.87 

*  1986  fourth-quarter  high  **June  6,  1989,  dot 

DATA:  C.J.  LAWRENCE,  MORGAN  GRENFELL  INC.;  BW 


ICAHN:  FLUSH 


tion  on  the  value  of  a  revived  USX.  Al- 
though its  share  price  has  jumped  since 
late  1986  by  about  $7,  to  $36,  oil  ana- 
lysts' estimates  of  USX's  breakup  value 
have  risen  even  more  (table).  To  fill  that 
"value  gap,"  analysts  figure  Corry  may 
have  to  proceed  with  USX's  long-delayed 
plan  to  spin  off  part  of  its  steel  business 
to  the  public  or  even  sell  natural  gas 
assets.  "Corry  needs  some  prodding," 
says  Andrew  Gray  III,  an  analyst  at 
Donaldson,  Lufkin  &  Jenrette  Securities' 
Pershing  Div. 

SPLITSVILLE?  Icahn  aims  to  do  some  pok- 
ing. He  could  sell  his  shares  at  a  hand- 
some profit  now  but  believes  he  could 
reap  more  by  pushing  Corry  to  split  USX 
into  separate  energy  and  steel  concerns. 
Icahn  still  sees  "great  value"  in  USX, 
says  one  source  familiar  with  his  invest- 
ment, adding  that  Icahn  will  dine  with 
Corry  soon  to  discuss  a  restructuring. 

And  today,  "Carl  would  have  no  trou- 
ble taking  USX  out,"  says  Frederick  P. 
Leuffer,  an  oil  analyst  at  C.  J.  Lawrence. 
He's  fiush,  with  up  to  $2.6  billion  in 


like  most  big  oil  companies,  Marath( 
North  Sea  fields  guarantee  rising  out 
and  reserves  for  years.  Also,  profit' 
Texas  Oil  &  Gas  are  expected  to  su 
in  1990,  as  natural  gas  prices  pick  u 

Even  USX's  stiff  defenses  won't  h 
A  takeover  could  spur  bankers  imm 
ately  to  call  in  $5  billion  in  debt,  boosi 
the  initial  cost  to  $17  billion.  But 
strong  are  USX's  fundamentals  that 
eral  analysts  say  a  suitor  could  ea 
raise  the  money  to  pay  it  off.  USX  is  s 
pumping  out  $1  billion  in  cash  a  j 
through  1992,  even  after  capital  sp< 
ing  and  dividends.  An  outsider  "c( 
easily  justify  even  a  leveraged  buyo 
says  David  N.  Fleischer,  an  analysi 
Prudential-Bache  Securities  Inc. 

Thus,  the  sight  of  a  cash-rich  Ic 
may  force  even  Corry  to  restructure 
far  more  than  he  expected  to  in 
maiden  year  at  the  company's  h< 
Icahn  warmed  up  to  Roderick,  but  C( 
may  soon  find  Icahn  a  bit  chilly. 

By  Gregory  L.  Miles  in  Pittsburgh, 
Todd  Vogel  in  Stamford,  Conn. 
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We  know  every  customer 
has  a  lot  riding  on  us. 

It  s  the  most  precious  commodity  customers  place 
with  us  -  their  trust.  And  at  C^I;  we  know  we  have  to  earn  it 
day  in  and  day  out,  with  every  single  shipment  we  carry, 
just  as  we  have  for  over  sixty  years  now. 

That  means,  first  of  all,  that  we  have  to  deliver  those 
shipments  consistently  ou-nmc.  It  also  means  that  we  have 
to  anticipate  customer  needs  and  constantly  invest  in  new 
ways  to  meet  them.That  s  why  the  Ch^  family  of  companies 
can  serve  your  total  transportation  needs  with  full  global 
capabilities  -  by  land,sea,and  air.  We've  also  developed  the 
industry's  most  advanced  computer  tracking  system, 
and  our  motor  freight  company  is  the  first  transportation 
carrier  to  equip  its  national  sales  force  with  cellular 
telephones  to  expedite  customer  communications. 
CF  has  built  a  company  that's  Miles  Ahead  in  superior 
customer  service.  Because  we've  never  forgotten  what  our 
customers  have  riding  on  us.  It's  a  lot  more  than  freight. 


COnSOLIDRTEO 
FREIGHTUJflVS,  IFIC. 

The 
Companq 

Miles  AHEAD 
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MegaChif 

Texas  Instruments  unleashes  the  worfcfi 
who  stay  ahead  of  the  pack  by  addiio 
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TI  processor  chips  bring  exceptional  sped 
to  Sun's  supercomputing  workstations  — 
opening  a  range  of  applications  from 
medicine  to  telecommunications  to  oil 
exploration*  Read  how  TI  can  help  in  th 
management  of  high-risk,  high-return 
technologies*  | 

y 


Cedmologies: 

test  processor  chips,  for  companies 
rformance  to  their  products* 

H^^^^^^^^^^^^l    HebitiP  customers  relationshii 


rich  world  market  awaits  products 
that  can  exceed  today's  computa- 
peed  hmits. 

promise  has  led  Texas  Instruments 
i  its  MegaChip^"^  Technologies 
.'velopment  of  hlazingly  fast 
-cmnching,  special-purpose 
3rs.  Commercially  available,  they 
idy  helping  our  customers  reach  for 
re.  For  example,  they  are  enabling 
;rosystems  to  bring  supercomputa- 
3vver  to  desktop  computers. 


Helping  customers 
stay  at  the  leading  edge 

In  only  seven  years.  Sun  has  shipped  more 
than  1 50,000  workstations.  To  maintain 
such  leadership,  Sun  expects  us  to  help 
them  "push  the  technokigical  envelope." 

Together  we  do.  Working  closely  with  a 
Sun  team,  sharing  technologies  and 
knowledge,  we  developed  a  supertast  float- 
ing-point processor  family.  Its  members 
allow  Sun's  advanced  workstations  to  race 
through  millions  of  computations  at 
lightning  speeds.  We  "road  mapped"  the 
future  ot  this  family  into  Sun's  plans  so 
that,  by  knowing  what's  ahead,  Sun  can 
minimize  obsolescence  yet  protect  present 
investments. 

Collaborating  on  RISC 

Helping  Sun  pioneer  the  dynamic  new 
field  of  Reduced  Instruction  Set  Comput- 
ing (RISC)  chips,  Tl  is  providing  a  prcx:es- 
st)r  o{  incredible  speed  as  a  key  building 
bkx:k.  RISC  architecture  eliminates  un- 
necessary instmctions  and  prcxessing  steps 
so  chips  operate  more  efficiently  for  the 
specialized  needs  of  today's  scientists  and 
engineers  and  tomorrow's  businessmen. 

In  devek)ping  its  powerful  RISC  engine, 
called  SPARC'^;  Sun  discovered  that  TI 
had  the  supercharger  it  needed  already 
under  way.  It  is  the  world's  fastest,  single- 
chip,  CMOS,  floating-pn)int  coprtxiessor 
and  crunches  numbers  up  to  1 54  digits 
on  both  sides  of  the  deanud  ptiint. . . 
simultLineonsly! 

Moving  ahead  in  graphics 

For  the  newest  generation  of  computation- 
ally intensive  graphics  workstations,  we 
are  supplying  Sun  with  a  RISC-type  chip 
optimized  for  digital  signal  processing.  It 
helps  produce  graphics  with  a  depth  of 
dimension  and  a  brilliance  of  color  seldom 
achieved  before.  This  chip  is  capable  of 
calculating  in  one  minute  what  it  would 
take  a  386-based  PC  almost  a  full  day. 
But  TI  brings  more  to  custtimer 

Mct;.iC'hip  Is  .1  tr.iJcni.irk  ut  Tex.c.  InNrnuncnts  Incorpur.itcJ. 
SPARC  (Scil.ihk-  Pniccs-Dr  Architecture)  is  ,i  tt.ijt-m.irk  ot  Sun 
Mict.>'.vstcnT,.  Inc.  UNIX  is  ,i  trademark  of  AT&iT  Bell 
L.ihoratorles.  OS/2  is  ti  tr.iJem.trk  of  lntetn.ition.il  Business 
M.ichines  Corporation. 
©  1989  TI  .      SSYRlJHl  08-84tlA 


relationships  than  just  chips:  Global 
rea^urces,  advanced  design  capabilities, 
proprietary  processing,  and  worldwide 
manufacturing  that  suppiorts  quality  and 
timely  delivery. 

New  products,  new  markets, 
new  profits 

The  market  of  the  future  is  rich.  With  TI's 
ever-greater  technological  advances  in 
processors  and  other  semiconductor  chips, 
there  is  opportunity  for  entrepreneurial 
development  of  a  vast  array  of  exceptional 
products.  Computers  will  be  capable  of 
predicting  worldwide  weather.  Home  TV 
will  be  sharper,  brighter,  and  clearer  than 
ever  before.  Factory  robots  will  work 
around  the  clock  in  the  dark  to  reduce 
energy  waste.  Networked  computing  will 
enable  transmissicin  of  photo-quality  im- 
ages around  the  globe  in  an  instant. 


EVOLUTION  OF  DESKTOP  COMPUTING 


Workstation 


3x  4x  5x 
PERFORMANCE 

Computing  power  that  was  iincc  restricted  tii  large 
m.iinfr.ime  cumpurers  i>  moving  to  self-contained,  desktop 
units  hec.iuse  ot  leading-edge  developments  like  TI's  float- 
ing-point and  embedded  processors. 

With  its  MegaChip  Technologies,  Texas 
Instruments  can  give  you  an  impetus  for 
moving  ahead  of  the  pack:  A  design  start- 
ing point  that  is  often  far  in  advance  of  the 
marketplace. 

For  an  overview  of  developments  to 
come,  get  your  copy  of  The  Future  of  Micro- 
elearonies  by  writing  Texas  Instruments 
Incorporated,  RO.  Box  809066, 
Dept.  SSY24,  Dallas,  Texas  75380-9066. 

Texas 
Instruments 
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Who  said 
engineers  can't  dream? 


Today  change  is  so  swift  and 
relentless  in  the  techno-societies 
that  yesterday's  truths  suddenly 
become  today's  fictions...  55 

Alvin  Toffler 
Author  o(  Future  Shock' 


A  computer  that  prints  what  you 
say  when  spoken  to;  a  train  that 
floats  silently  through  cities;  a  soft- 
ware program  that  creates  soft- 
ware programs. 

These  are  the  stuff  of  dreams. 
Engineer  dreams.  Creations  in  a 
vt/orirj  where  nothing  exactly  like 
then  existed  before. 


Salelliles.  automation,  magnetic 

AEG  is  a  company  built  on 
realistic  dreams  like  these,  with 
approximately  $7  billion  in  sales 
around  the  world.  We  are  helping  to 
make  the  future  come  true  for  indus- 
tnes  that  range  from  metals  tech- 
nology and  food  processing  to  NASA 
and  automobile  manufacturers. 

AEG  companies  and  affiliates 
like  MODICON,  Promod  and  Sep- 
tor  Electronics  help  to  program, 
monitor  and  control  automated 
production;  AEG  Westinghouse 
Transportation  Systems  builds 
energy-saving,  pollution-free  trains 
for  the  world's  expanding  cities. 

MODCOMP  has  just  intro- 
duced a  new  generation  of  real- 
time computers  that  offers  new 
levels  of  control  and  management; 
AEG  Power  Tools  makes  high  qual- 
ity tools  for  industrial  users  and 
contractors.  And  AEG  Olympia  is 
delivering  state-of-the-art  office 
equipment  while  designing  new 
modes  and  machines  for  the  infor- 
mation needs  of  tomorrow. 


levitation  Hii^h  lechnology  troni  tne  minds  otAEG  engineer^ 

Who  said  engineers  can' 
dream?  Or  make  dreams  come 
true?  Every  day  a  new  barrier  is 
broken,  a  new  myth  exploded.  Aj 
the  world  cascades  into  the  21s 
century  engineer  dreams  are  there 
waiting,  making  tomorrow  possible, 
and  the  days  to  come  filled  with 
potential. 

We're  AEG.  Innovative  tech 
nology  for  the  changing  worlds  0 
business,  industry  and  transports 
tion.  Let  your  dreams  become  ou 
inspiration.  For  more  information  cal 
Diane  Zediker  at  (201)231-8405 
or  write  to  Kurt  Wiedenhaupt,  Presi 
dent,  AEG  Corporation,  3140  Routf 
22,  Box  3800,  Somerville,  NJ  08876 
1269  Our  business  is  the  future 

c  1988  AEG  'Reprinted  by  permission  of  Curti:  j 
Brown,  Ltd  Copyright  t  1970  by  Alvin  Tofflei 


AEG 

Member  of  the  Daimler-Benz  Grou|' 


ED  BY  HARRIS  COLLINGWOOD 


t  NABISCO 
IDADSSOME  DEBT 


'oving  fast  to  reduce  its 
rly  $24  billion  in  debt,  RJR 
)isco  on  June  6  sold  most 
ts  international  cookie  and 
;uit  business  to  BSN,  a 
neh  food  and  beverage 
lucer.  At  $2.5  billion,  pro- 
Is  from  the  sale  of  its 
nch,  Italian,  and  British 
eries  fetched  some  25'7c 
•e  than  analysts'  highest 
mates,  hurrying  the  com- 
y  along  in  its  goal  of  re- 
ng  debt  by  some  $5.5  bil- 
within  the  next  year, 
ther  likely  divestment  can- 
tes  now  include  Del  Mon- 
yR's  20%  stake  in  ESPN, 
Chun  King  frozen  food 
and  pieces  of  its  candy 
ness.  But  since  the  tropi- 
ruit  business  is  highly  cy- 
1  and  the  canned  goods 
{et  is  in  decline,  RJR  may 
!  to  reduce  what's 
ght  to  be  a  $3.5  billion 
ig  price  for  Del  Monte. 


SEN  GETS  A  JUMP 
FHE  COMPETITION 


igen  won  Food  &  Drug 
inistration  approval  on 
1  to  sell  EPO,  a  bioengin- 
l  drug  that  stimulates 
aroduction  of  red  blood 
Wall  Street  thinks  the 
tnemia  agent  may  even- 
?  be  worth  $1  billion  a 
in  sales.  Genetics  Insti- 
has  also  obtained  a  pat- 
w  EPO,  but  Amgen  is 
ig  to  market  with  its  ver- 
at  least  six  months  be- 
)j  the  competition.  In  the 
;wo  days  after  receiving 
fi  »val,  says  CEO  Gordon 
if  r,  the  company  shipped 
tt'  ons  of  dollars"  worth  of 
'ug,  which  retails  for  $25 
)  I  per  dose. 


V  FOR  PERPORMANCE 
i1  MERICAN  AIRLINES 


jrican  Airlines  has  bro- 
K  ew  ground.  On  June  2, 
s  ',000  ground  personnel 
9f!  ented  by  the  "Transport 


Workers  Union  ratified  a  con- 
tract for  ground  crews,  me- 
chanics, and  baggage  han- 
dlers that  tied  pay  hikes  to 
performance.  A  baggage  han- 
dler, for  example,  could  earn 
pay  increases  by  getting  lug- 
gage to  passengers  more 
quickly.  No  other  airline  has 
such  an  incentive  structure. 

Trend-setting  labor  con- 
tracts are  nothing  new  for 
American.  In  1983,  American 
signed  an  agreement  with 
ground  workers  that  intro- 
duced the  industry  to  two-tier 
pay  scales.  Beyond  incentive 
pay,  the  latest  contract  makes 
American's  mechanics  the 
highest-paid  in  the  industry. 
Undoubtedly,  the  other  air- 
lines will  be  watching. 


A  WINNING  RAIL  DEAL 
FOR  BLACKSTONE 


►  Blackstone  Group,  a  fast- 
rising  Wall  Street  merchant 
bank,  has  come  to  the  rescue 
of  CNW.  On  June  6,  Black- 
stone  and  top  management  at 
the  railroad  announced  a  $50- 
a-share  leveraged  buyout  val- 
ued at  $950  million.  The 
buyout  dashes  a  $747  million 
hostile  bid  by  Japonica  Part- 
ners, a  New  York  investment 
group  that  has  pursued  the 
railroad  since  April.  Also 
backing  the  LBO  are  Donald- 
son, Lufkin  &  Jenrette  Securi- 
ties and  Union  Pacific. 

For  Japonica,  the  taste  of 
defeat  was  sweetened  some- 
what by  a  $30  million  pretax 
profit  on  its  8.8%  stake  in 


WHERE  DO  YOU  PUT  THE  STAMP  ON  A  SCORPION? 


And  you  thought  the  U.  S.  Post- 
al Service  handled  only  prosaic 
items  like  letters,  books,  and 
small  parcels.  Not  so.  Along 
with  that  birthday  card  for  Aunt 
Tillie,  your  friendly  letter  carrier 
will  also  take  the  cake.  If  you're 
on  a  tropical  vacation  and  want 
to  make  the  folks  back  home 
green  with  envy,  feel  free  to 
mail  them  a  coconut,  as  long  you 
make  one  thing  perfectly  clear: 
the  address  label.  Or  how  about  a  new  twist  on  the  poison-pen 
missive?  The  Post  Office  accepts  scorpions,  although  for  some 
reason  it  frowns  upon  tarantulas. 

Michael  Levine,  who  discovered  these  fun  facts  while  re- 
searching The  Address  Book:  How  to  Reach  Anyone  Who's 
Anyone,  points  out  that  you  can  also  use  the  mails  as  a 
moving  service.  One  woman  saved  thousands  of  dollars  by 
posting  her  household  goods  from  Florida  to  Panama.  But 
don't  send  the  house  itself.  That  has  been  illegal  since  1916. 


CNW.  As  for  Blackstone,  it 
will  gain  a  controlling  interest 
in  CNW.  Last  year,  Blackstone 
engineered  another  rail  deal: 
the  $600  million  buyout  of 
USX's  rail  and  shipping  lines, 
now  operating  under  the 
name  Transtar. 


SUN  MICROSYSTEMS: 
A  STAR  SLIPS 


►  Sun  Microsystems,  the  siz- 
zling maker  of  engineering 
workstations,  stumbled  for 
the  first  time  in  seven  years 
of  meteoric  growth.  The  com- 
pany warned  on  June  1  that  it 
may  report  a  loss  for  its 
fourth  fiscal  quarter  ending 
June  30. 


The  transition  to  an  entirely 
new  product  line  in  April 
caused  a  serious  imbalance 
between  inventory  and  orders 
for  both  old  and  new  prod- 
ucts. At  the  same  time,  glitch- 
es in  a  new  management  in- 
formation system  and  a 
component  shortage  slowed 
production  of  a  new  work- 
station, reducing  anticipated 
revenues  for  the  year  by 
about  5%  to  $1.8  billion— still 
up  75%  from  1988. 


CONISTON  WRAPS  UP 
TW  SERVICES 


►  After  an  eight-month  take- 
over tussle,  TW  Services  caved 
in  to  a  sweetened  $34-a-share 
bid  from  Coniston  Partners. 
Coniston,  which  owned  19%  of 
TW  before  raising  its  offer 
from  $29,  will  initially  claim 
80%  of  the  company  in  a  deal 
that  values  all  of  TW  at  $1.7 
billion. 

The  deal  surprised  Wall 
Street,  which  has  been  skepti- 
cal of  Coniston's  intentions  all 
along.  Coniston  insists  it 
wants  to  keep  TW's  food  ser- 
vice units — Canteen,  Denny's, 
and  Spartan  Food  Systems — 
which  accounted  for  94%  of 
TW's  1988  sales  of  $3.6  billion. 
Look  for  American  Medical 
Services,  a  tired  nursing  home 
company,  to  be  divested. 
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Wl:^  1-2-3  users  aie 
cormuters  for  the 


MiciDSoftExcel  SxWmdowsf  * 


It  first  happened 
about  six  years  ago. 

When  you  made  the 
jump  from  paper  ledgers  to 
something  called  the  PC. 
If  you'll  recall,  that 
—  little  box,  coupled  with 
Ix)tus®  l-2-3r  basically  shot  you  from  the  Stone 
Age  to  the  Industrial  Revolution. 
Overnight. 

Six  years  later,  just  when  you  were 

Customers  m  Canada,  call  (416)  673-981 1.  Uutside  North  America,  call  (206)  882-  8661.  '&  Copyright  1989  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  MS  and  the  Microsoft  logo ;! 
registered  trademarks  and  Making  it  ail  make  sense  is  a  trademark  of  Microsoft  Corporation,  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  Macintosh 


convinced  the  thrill  was  gone,  a  situatic 
comes  along  to  prove  the  exact  opposit  j 

Briefly: 

Character- 
based  technology 
is  being  replaced 
by  the  remarkable 
power  and  simpli- 
city of  graphical 
environments:  It's  no 


Fimilh:  (mtpnt  that's  admired,  rf-'^'t 
ami  saved.  Not  tossed,    i  ff 


seaet  that  the  PC  industry  is  moving  rapiclfspjij^ 


covering 
3nd  time. 


the  simplest,  most  visual  way  to  harness  the 
power  of  the  286/386  machines— which  in 
turn  lets  you  easily  tap  all  the  power  and 
glory  of  the  spreadsheet. 

Were  not  saying  its  an  easy  decision. 
Just  an  inevitable  one.  And  to  help  you  make 
a  more  informed  one,  we  offer  the  following: 

MiCTosoft  Excel  lets  you  link  multiple 
spreadsheets  without  the  hassles  of  complex 
cell  references— to  link. 


Get  a  free  Working  Model  of 
Microsoft  Excel  for  Windows. 
After  all,  using  is  belieimg. 


(  ard  graphical  platforms  like  Microsoft® 
/  idows,  MS"  OS/2  Presentation  Manager 
\ .,  of  course,  the  Macintosh:  It's  a  simple 
reality  Which  means  serious 
spreadsheet  users  are  suddenly 
^     ^    faced  with  a  decision. 

Stay  with  1-2-3,  the  cur- 
rent character-based  standard. 
3  nove  to  Microsoft'  Excel  for  Windows, 
•l"  emerging  standard  designed  expressly 
b:  graphical  environments.  Graphical  as  in 


you  just  point  and  click 
on  the  cells  you  want 
linked.  That's  it. 

With  MiCTOsoft 
Excel  you  can  work 
interactively— you 
can  change  fonts  and 
sizes,  add  borders, 
shade  areas,  and  see  it 
all  on  screen.  And,  thanks  to  Print  Preview, 
see  exactly  what  you've  done,  before  making 
a  trip  to  the  printer 

You  can  also  create  charts  with  a  sin- 
gle keystroke.  Make  mistakes  and  simply 
"undo"  them.  Even  adjust  column  widths  or 
color  without  a  laundry  list  of  commands. 

And  no,  your  equity  in  1-2-3  is  not  lost. 
Because  Microsoft  Excel  actually  reads  and 
writes  1-2-3  files,  guides  you  with  1-2-3  on-line 
help,  and  even  helps  you  translate  1-2-3  macros. 
So  making  the  switch  is  easier  than  you  think 

All  of  which  brings  us  back  to  the 
decision— and  a  simple  fact:  You  have  nothing 
to  lose  by  calling  for  a  free,  fully  functional 
Working  Model  of  Microsoft  Excel  for 
Windows  to  use  in  a  real-life  situation.  Yours. 

It's  the  only  way  to  fully  appreciate  the 
power  of  Microsoft  Excel.  And  the  quickest 
way  to  rekindle  your  long-time  love  affair 
with  the  PC:  (800)  323-3577  Dept.  J51. 

We  strongly  suggest  calling.  Because 
if  you  think  going  from  ledgers  to  computers 
was  a  thrill,  you  haven't  seen  anything  yet. 

Mkmsoft 

Making  it  all  make  sense: 


ft  red  trademark  of  Apple  Computer,  Inc.  When  ordenng  the  Working  Mtxiel  of  Miaosoft  Excel  for  Wmdows.  mquire  about  specific  system  requirements.  Good  only  in  the  50  United  States. 


Ihis 

is  the  last 
trade-in 
you'll  ever 
need. 


Since  the  DEFINITY™  75/85  Communications  System  is  designed  to  be  the  last  communications 
system  you'll  ever  need,  we  designed  a  trade-in  offer  to  help  move  your  company's  communications 
system  into  the  future. 

The  DEFINITY  75/85  system  adds  on  modules  to  add  lines  from  40  to  30,000.  Along  with  room  for 
all  the  .sophisticated  capabilities  you  need.  Or  will  need  in  the  future. 
It  makes  obsolescence  ob.solete. 

And  makes  our  special  trade-in  allowance  even  more  special.  If  you  currently  have  a  system  from 
one  of  our  competitors,  we'll  take  it  off  your  hands  and  hand  you  a  handsome  credit  allowance  on  your 
new  DEFINITY  75/85  system  in  return.  But  this  offer  lasts  only  until  September  1, 1989. 

So  say  goodbye  to  communication  system  obsolescence,  and  hello  to  DEFINITY  75/85  system,  and 
also  say  hello  to  a  trade-in  offer  to  end  all  trade-in  offers. 

Call  your  AT&T  Account  Executive,  or  call  1  800  247-1212,  Ext.  279. 


AT&T 

The  right  choice. 


to  \'W  AT&T 
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OW  BUSH  IS  KEEPING 

ME  RADICAL  RIGHT  INSIDE  THE  TENT 


Iannah  D.  Atkins  and  Robert  Fulton  work  only  a  floor 
apart  in  the  Oklahoma  statehouse.  But  Atkins,  Oklaho- 
ma's secretary  of  state,  and  Fulton,  secretary  for  social 
ices,  have  more  in  common  than  their  work  for  Republican 
srnor  Henry  Bellmon.  Both  were  in  line  for  Bush  Adminis- 
on  jobs.  And  both  were  blackballed  by  the  GOP  right, 
tkins  and  Fulton  aren't  alone.  One  of  the  little-noted  sto- 
of  the  "kinder,  gentler"  Bush  Administration  is  the  new 
;ident's  willingness  to  appease  the  right  wing  of  the  GOP. 
,  is,  all  Presidents  have  to  offer  an  occasional  human 
ifice  to  quiet  angry  constituent  groups.  Bush,  who  has 
I  around  Washington  long  enough  to  know 
the  game  is  played,  hopes  that  giving  in  to 
;s  on  some  low-level  jobs  will  allow  him  to 
■  his  way  on  more  important  matters. 
sLESS  CAUSE.  White  House  Chief  of  Staff 
H.  Sununu,  Bush's  conduit  to  the  right,  is 
liy  the  man  who  wields  the  hatchet.  Conser- 
es  take  their  hit  list  to  Sununu,  who  has  no 
ais  about  playing  the  heavy.  "When  he 
ks,  the  President  understands  that  he  re- 
;  the  views  of  conservatives,"  says  Michael 
■artz  of  the  Free  Congress  Foundation, 
nunu  helped  toqjedo  Fulton's  nomination  as 
tor  of  the  Family  Support  Administration, 


SUNUNU:  POINT  MAN 


though  Fulton  was  recommended  by  Health  &  Human 
ces  Secretary  Louis  W.  Sullivan.  The  rap  on  Fulton? 
ibortion  groups  charged  that  he  failed  to  defend  the 
5  of  severely  handicapped  children  to  life-prolonging  med- 
reatment.  Fulton  denied  the  allegation,  but  he  withdrew, 
ecame  obvious  it  was  going  to  hurt  Sullivan  more  if  I 

on,"  Fulton  says. 

iservatives  won  another  scalp  when  they  blocked  Atkins' 
lation  to  the  Consumer  Product  Safety  Commission, 
the  highest-ranking  black  in  Oklahoma  government  and 
n  line  for  a  CPSC  seat  reserved  by  law  for  a  Democrat, 
er  undoing  was  her  onetime  membership  on  the  board  of 
merican  Civil  Liberties  Union.  "It's  a  little  too  much  to 


put  forward  a  candidate  who  is  associated  with  groups  that 
President  Bush  ran  against,"  says  Jack  N.  Gerard,  an  aide  to 
Senator  James  A.  McClure  (R-Idaho). 

Attorney  General  Richard  L.  Thornburgh,  whose  early 
moves  have  pleased  the  right,  has  run  into  trouble  over  his 
choice  of  former  New  York  U.  S.  Attorney  Robert  B.  Fiske  Jr. 
as  his  deputy.  Opponents  say  Fiske  helped  block  conservative 
judicial  nominees  as  chairman  of  an  American  Bar  Assn. 
screening  committee.  Fiske  has  been  courting  GOP  senators, 
but  his  nomination  remains  in  doubt. 
Secretary  of  State  James  A.  Baker  HI,  whom  the  right  has 
long  viewed  with  suspicion,  has  played  the  sacri- 
fice game  deftly.  He  fought  off  conservative  as- 
saults against  Deputy  Secretary  of  State  Law- 
rence S.  Eagleburger,  a  longtime  associate  of 
Henry  A.  Kissinger.  To  minimize  trouble,  Baker 
dropped  another  former  Kissinger  aide,  Robert  D. 
Hormats,  from  consideration  as  Under  Secretary 
for  economic  affairs.  The  post  went  instead  to 
Richard  T.  McCormack,  once  an  aide  to  Senator 
Jesse  A.  Helms  (R-N.  C). 

Hardliners  also  claimed  a  victim  at  the  National 
Security  Council  when  they  kept  career  diplomat 
George  F.  Jones  out  of  a  key  Latin  America  post. 
The  job  went  to  Everett  E.  Briggs,  a  former 


ambassador  to  Honduras  who  is  popular  with  anticommunist 
groups. 

Bush  has  been  more  than  willing  to  make  a  few  personnel 
concessions  to  the  right  as  long  as  the  stakes  are  low.  But  he 
waged  a  fierce  fight  to  protect  the  nomination  of  HHS  Secre- 
tary Sullivan,  whom  right-wingers  attacked  as  soft  on  abor- 
tion. The  bones  Bush  has  tossed  to  conservatives  have  been 
enough  to  keep  activists  in  the  tent,  where  the  President  needs 
them  for  battles  to  come.  Says  Gary  Bauer,  president  of  the 
Family  Research  Council  of  America;  "The  White  House  un- 
derstands that  there  are  going  to  be  a  dozen  fights  where 
they're  going  to  need  the  conservative  grassroots." 

By  Richard  Fly 


TAL  WRAPUPI 


IRONMENT 


le  Bush  Administration  will  soon 
I  mveil  a  50-point  plan  to  get  the 
1  id  Superfund  toxic-waste  cleanup 
iii  ram  moving.  Under  the  program 
«|  ?  put  together  by  William  K.  Reil- 
yi  iministrator  of  the  Environmental 
^  ection  Agency,  the  EPA  would 
D;  !  more  aggressively  to  hold  compa- 
iii  to  their  schedules  to  clean  up 
V  9  sites.  The  plan  also  calls  for 
?!  .er  involvement  by  state  and  local 
l(  rnments  and  more  use  of  new 
«  lologies.  Reilly  plans  to  increase 
51  rfund's  technical  and  legal  staff 
'J  '%  above  a  large  increase  already 
'e  !sted,  to  be  paid  for  by  redirecting 


existing  EPA  funding.  Reilly's  new  Su- 
perfund blueprint,  which  requires  no 
new  legislation,  is  being  drawn  up  as 
Congress  begins  to  consider  re-authori- 
zation of  the  $8.5  billion  program. 

THRifTS  

Republicans  are  proving  more  trou- 
blesome than  Democrats  as  Bush's 
savings  and  loan  bill  moves  through 
the  House.  Industry  lobbyists,  who  ar- 
gue that  tough  new  capital  require- 
ments would  kill  many  thrifts,  have 
succeeded  in  peeling  some  GOP  support 
away  from  the  measure.  Both  House 
leaders  and  the  Administration  fear 
that  the  bill  can't  survive  intact  with- 
out broad  bipartisan  support. 


PENSIONS 


lush's  choice  to  head  the  Labor 
>Dept.'s  pension  office  is  being  held 
hostage  to  a  dispute  over  how  compa- 
nies can  use  excess  money  in  their  pen- 
sion funds.  Senator  Howard  M.  Metz- 
enbaum  (D-Ohio)  has  put  a  hold  on  the 
confirmation  of  former  Amax  Inc.  Se- 
nior Vice-President  David  G.  Ball  to  be 
Assistant  Secretary  for  pension  and 
welfare  benefits.  Metzenbaum,  who 
wants  restrictions  on  so-called  pension 
reversions,  is  waiting  for  Labor  to 
adopt  a  new  position  on  the  issue.  Busi- 
ness groups  worry  that  Labor  Secre- 
tary Elizabeth  H.  Dole  may  give  too 
much  to  ensure  Ball's  confirmation. 


1  OUTLOOK 
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WALESA:  SOLIDARITY  WANTS 
TO  SHRINK  THE  GOVERNMENT 


SOLIDARITY  HAS  HO  TIME 
TO  CELEBRATE 


The  victorious  union  must  now  wrestle  with  the  ills  that  have  brought  Poland  to  its  knees 


JVf,; 


AS  the  polls  opened  on  June  4, 
Gary  Cooper  in  a  sheriff's  outfit, 
ballot  in  hand,  looked  out  from 
wall  posters  along  Warsaw's  drab 
streets.  His  image  dramatized  a  show- 
down: "Election  '89 — At  High  Noon." 
The  electoral  face-off  between  Solidarity 
and  the  Communist  Party  was  the  first 
partly  free  election  in  more  than  40 
years  in  Poland  or  anywhere  else  in 
Eastern  Europe. 

By  the  time  the  polls  closed,  Polish 
voters  had  upset  not  only  the  election 
forecasts  but  the  Marxist  political  mo- 
nopoly. Poles  registered  their  bitter  hos- 
tility to  the  ruling  party  by  giving  candi- 
dates of  Solidarity,  the  recently  legalized 
labor  union,  almost  all  of  the  newly  cre- 
ated Senate's  100  seats  and  160  of  161 
contested  seats  in  the  460-member  Sejm, 
or  lower  house  of  parliament. 

in  talks  earlier  this  year.  Solidarity 
had  agreed  that  the  Communists  could 


reserve  65%  of  the  seats  in  the  Sejm. 
But  voters  rejected  most  candidates  for 
these  seats  by  crossing  their  names  off 
ballots.  Many  can  try  again  in  a  June  18 
runoff  election.  But  voters  also  turned 
thumbs  down  on  most  of  the  35  candi- 
dates on  an  unopposed  "national  list," 
including  top  officials.  They  are  ineligi- 
ble for  the  runoff  and  could  be  barred 
from  the  next  government.  "The  govern- 
ment thought  the  election  would  give 
them  another  card  to  play,  but  it  took 
their  whole  hand  away,"  said  newly 
elected  Senator  Ryszard  Bugaj,  an  econ- 
omist and  adviser  to  Solidarity. 

ANXIETY  AND  ELATION.  Now    that  the 

Poles  have  taken  a  long  step  toward  po- 
litical pluralism,  they  are  looking  for 
help.  It  could  come  soon.  President  Bush 
plans  to  visit  Warsaw  on  July  10-11,  and 
he  may  pledge  support  for  action  by  for- 
eign goverment  creditors  to  reschedule 
payments  on  Poland's  $38  billion  debt.  If 


I'll 


the  election  starts  a  process  of  overh  u 
ing  the  economy,  Poland  may  also  qi 
fy  for  big  new  credits:  up  to  $350  mil 
a  year  from  the  International  Moneljs, 
Fund  for  economic  restructuring 
$300  million  this  year  from  the 
Bank  to  boost  Polish  export  industri 

But  the  lopsided  election  victorjfl] 
causing  as  much  anxiety  as  elation 
Lech  Walesa  and  other  Solidarity 
ers,  because  it  raises  the  danger 
violent  backlash  from  the  Commujjji 
Party.  Nevertheless,  "the  election 
substitute  for  civil  war,"  says  Soli 
adviser  and  historian  Bronislaw  Gijli 
mek.  Adds  newly  elected  Senator  Wi 
Trzeciakowski:  "We  have  to  live  with 
s.o.b.  Communists,  and  they  have  to 
with  us.  We  are  condemned  to  findir 
common  solution  together." 

To  refurbish  their  legitimacy, 
Communists  urgently  need  to  reorgak 
the  party  and  look  for  ways  to 
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the  opposition.  Solidarity's  support 
tal  because  economic  reforms  will 
the  jobs  and  living  standards  of 
f  Poles.  But  Solidarity  leaders  are 
ting  how  to  wield  their  new  man- 
while  staying  in  the  opposition.  For 
ers,  they  may  demand  the  firing  of 
!  officials  as  their  price  for  working 
the  Communists. 

e  biggest  boost  to  the  economy,  if 
arity  and  the  Communists  are  able 
)operate,  will  come  from  reversing 
negative  spiral  of  political  conflict 
economic  stagnation  that  began 
workers'  strikes  in  the  late  1970s. 
;her  such  cycle  of  hostility  could 
economic  disaster.  Since  January, 
5trial  output  has  plunged,  inflation 
umped  to  150%,  and  food  is  running 
t.  "The  economy  will  collapse  in 
;  to  four  months  if  nothing  is  done," 
IS  Dariusz  Rosati,  director  of  War- 
5  Institute  for  Foreign  Trade. 

reverse  Poland's  economic  slide, 
arity  leaders  wil'  propose  an  auster- 
lan  that  includes  sharp  cuts  in  de- 
!  spending  and  the  bureaucracy, 
would  also  replace  state  control 
industry  with  self-management  by 
er  councils,  establish  employee 
-ownership  plans,  and  revive  capital 
ets. 

.  MARKETS.'  But  before  cutting  food 
dies  or  closing  factories.  Solidarity 
5  to  shrink  the  government.  "How 
ou  tell  people  to  accept  tough  re- 
its  if  the  government  is  flagrantly 
pending?"  asks  economist  and  Soli- 
'  adviser  Jan  Mujzel.  Money-losing 
•ies  shouldn't  automatically  be  shut 
Solidarity  economists  argue,  since 
!■  may  be  caused  by  manipulations 
I;  .rty  officials,  not  market  forces, 
vill  have  to  carry  out  bankruptcies, 
)t  until  a  real  market  exists,"  Muj- 
ys. 

ween  now  and  the  next  national 
m  in  1993,  the  Communist  Party 
likely  to  split,  while  groups  of 
rity  candidates  form  their  own 
5.  That  will  leave  Solidarity  to  re- 
nj  3  its  primary  role  as  a  trade  union, 
ntime,  if  cooperation  between  Soli- 
and  the  Communists  produces  a 
»|  ble  economic  strategy.  Western 
iments  will  be  more  willing  to  con- 
"11  Tomises  of  help  into  hard  cash, 
t!  en  now  and  mid-July,  Polish  lead- 
I  ijciech  Jaruzelski  will  meet  with 
!  I  ?ads  of  state  or  senior  officials 
T!  West  Germany,  France,  Britain, 
ll  dy.  Hopes  are  high  that  President 
si  following  his  visit  to  Warsaw,  will 
:e  proposal  for  aiding  Poland  to  the 
-S  -n  economic  summit  in  Paris  later 
it  eek.  A  big  package  of  such  help 
•VL.  he  West  could  ease  the  sting  of 
fe  for  the  Communists  and  sweeten 
lid  ity's  victory. 

By  Gail  E.  Schares  in  Warsaw 


EUROPE I 


THE  HOTTEST  COMPUTER  COMMAHD 
IN  EUROPE:  MERGE 


The  Continent's  slumping  computer  industry  is  facing  a  major  shakeout 


As  a  building  block  for  a  more 
modern  European  market,  few 
industries  are  more  important 
than  computers.  But  in  the  past  several 
months,  something  has  gone  very  wrong 
with  the  Europeans'  plans  for  broad- 
scale  computer  manufacturing.  Facing 
blistering  competition  from  the  U.  S.  and 
Japan,  the  industry  now  looks  as  if  it 
will  be  shrinking  fast. 

With  some  big  European  computer 
makers  already  spilling  red  ink,  the  pres- 
sure is  building  for  mergers.  "Every- 
body is  talking  [deals]  with  everybody 
else,"  says  Jorma  Ollila,  a  senior  vice- 
president  with  Finland's  Nokia.  The  bet- 
ting is  that  only  three  or  four  of  the 
national  companies  will  survive,  he  says. 
IN  A  RUSH.  Even  the  ones  eking  out  prof- 
its are  faced  with  having  to  spend  big  to 
keep  up  technologically  and  maintain 
market  share.  Along  with  IBM,  such  oth- 
er U.  S.  companies  as  Digital  Equipment, 
Apple,  and  Compaq  are  setting  a  fast 


pace.  To  counter  this  onslaught  and  with 
Europe's  1992  open-market  initiatives 
looming,  all  the  Europeans  need  to  get 
bigger  in  a  hurry. 

Some  European  computer  makers  are 
already  hurting.  After  posting  double- 
digit  annual  growth  in  profits  through 
most  of  the  decade.  West  Germany's 
Nixdorf  Computer  lost  $75  million  be- 
fore taxes  in  the  first  quarter,  on  top  of 
a  $30  million  pretax  loss  on  sales  of  $2.7 
billion  in  1988.  Norway's  once  speedy 
Norsk  Data  also  hit  the  wall  last  year, 
losing  $46.6  million  on  sales  of  $435  mil- 


lion. Both  companies  have  cut  costs  and 
expect  to  rebound  this  year.  Even  so, 
many  analysts  figure  one  or  both  compa- 
nies may  be  forced  out  of  computers — as 
Sweden's  Ericsson  was  last  year  when  it 
sold  out  to  Nokia. 

Nixdorf  and  Norsk  Data  aren't  the 
only  ones  at  risk.  Nokia  has  been  losing 
market  share  in  the  crucial  Swedish 
market.  Profits  are  sagging  at  Britain's 
Amstrad.  Rival  ICL  is  solidly  in  the  black 
but  may  not  make  it  without  help  on  the 
Continent.  Olivetti's  new  chief  operating 
officer,  Vittorio  Cassoni,  split  the  Italian 
company  in  three  parts,  largely  to  "ide- 
ally position"  it  for  dealmaking  during 
the  shakeout.  But  analysts  suspect  that 
Cassoni  may  spin  off  parts  of  Olivetti  if 
he  can't  get  profits  humming. 

European  governments  don't  want 
companies  in  such  a  key  industry  to  be- 
come dependent  on  foreigners,  and  U.  S. 
or  Asian  buyouts  would  be  politically  un- 
acceptable. "We  will  see  a  lot  of  partner- 
ships in  Europe 
based  on  sharing 
technology  and 
distribution,"  says 
Norsk  Chief  Exec- 
utive Rolf  Sk^r. 

But  that's  un- 
likely to  be 
enough.  Although 
most  European 
computer  makers 
now  have  some 
form  of  protection 
from  takeover, 
mergers  may  be 
the  only  way  to 
prosper  in  a  global 
industry.  One  like- 
ly formula  is  50-50 
joint  ventures 
among  weaker 
players,  modeled 
on  the  merger  of  France's  Thomson  and 
Italy's  SGS  in  semiconductors  two  years 
ago.  Europe's  two  biggest  electronics 
companies,  Siemens  and  Dutch  giant 
Philips,  are  said  to  be  scouting  computer 
acquisitions.  "The  European  industry  is 
definitely  entering  a  phase  of  restructur- 
ing," says  Hank  Powell,  an  analyst  with 
Nomura  Research  Institute  in  London. 
The  main  question  is  who's  going  to  get 
restructured  by  whom. 

By  Thane  Peterson  in  Paris,  with  Jona- 
than Kapstein  in  Brussels  and  John  Tern- 
pieman  in  Bonn 
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EUROPE  I 


'SUBSIDY'  BECOMES 
A  DIRTY  WORD 


To  spur  fair  competition,  the  EC  is  taking  deadly  aim  at  state  aid 


It's  a  nasty  spat  be^ 
tween  Brussels  and 
Rome  on  an  issue  cer- 
tain to  include  other  Euro- 
pean Community  countries. 
Sir  Leon  Brittan,  the  new 
European  Commissioner 
for  Competition,  started  it 
on  May  31  when  he  or- 
dered Alfa  Romeo,  the 
maker  of  sports  cars,  to  re- 
pay $420  million  in  state 
aid  received  in  1985  and 
1986.  Outraged  Italians  are 
calling  for  Brittan's  head. 
"[Brittan  is]  a  sheriff  go- 
ing after  outlaws  in  the 
Wild  West,"  screamed  Milan's  respected 
newspaper  Corriere  della  Sera. 

The  tiff  over  Alfa  is  just  the  first 
fiare-up  in  what  could  become  1992's 
most  explosive  issue.  To  create  a  more 
level  playing  field  for  market  unifica- 
tion, the  European  Commission  is  hack- 
ing away  at  billions  of  dollars  in  state 
subsidies.  Millions  of  jobs  and  a  lot  of 
national  prestige  are  riding  on  support 
payments  to  such  old-line  industries  as 
steel  and  such  national  champions  as  au- 
tos  and  computers.  If  Brittan  prevails, 
industrial  restructurings  and  cross-bor- 
der mergers  are  sure  to  occur  as  compa- 
nies scramble  to  survive. 
SEVERE  SETBACK.  Alfa  is  by  no  means 
the  biggest  name  to  come  under  scruti- 
ny. In  France,  the  EC  is  investigating  the 
government's  decision  last  December  to 
forgive  $1.8  billion  in  debt  owed  by 
state-owned  auto  maker  Renault.  The  EC 
is  also  probing  a  contract  between 
French  power  authorities  and  state- 
owned  aluminum  maker  Pechiney  to  pro- 
vide electricity  at  half  the  normal  indus- 
trial rate  for  a  new  smelter  at  Dunkirk. 

Since  the  EC  began  campaigning 
against  the  subsidies  in  1983,  it  has  or- 
dered $1.14  billion  in  paybacks  in  26 
cases.  Intensifying  the  effort,  Brittan  is 
expected  to  seek  $1  billion  in  payments 
this  year  alone.  Brittan  believes  the  EC 
must  be  the  umpire.  "Only  the  commis- 
sion stands  in  the  middle  and  tries  to 
hold  a  fair  balance,"  he  says. 

More  than  fair  play  is  at  stake.  In 
France,  a  ruling  against  Pechiney  would 
deal  a  severe  setback  to  government 
plans  to  build  the  company  into  Europe's 
leading  aluminum  and  can  producer. 


A  CLASH  BETWEEN  THE  EC  AND  ALFA  HAS  OUTRAGED  ITALIANS 


Likewise,  if  Renault  is  forced  to  pay 
back  its  government  debt,  the  company's 
profits  will  be  slashed.  Brittan's  de- 
mands for  subsidy  cuts  at  Italian  steel- 
maker Finsider  could  force  plant  clo- 
sures and  may  lead  the  company  to  seek 
partners  outside  Italy. 

Many  French,  Italian,  and  Spanish  pol- 
iticians argue  that  state  planning  and 
subsidies  must  continue  if  European  in- 
dustry is  to  survive  the  coming  global 
competition.  Brittan,  a  former  British  In- 
dustry Secretary,  shares  Prime  Minister 
Margaret  Thatcher's  free-market  vision. 
But  Brittan  is  clearly  outgunned  on  the 
Continent  and  will  have  a  tough  time 
reducing  subsidies. 

By  Jonathan  Kapstein  in  Brussels,  with 
John  Rossant  in  Rome  and  bureau  reports 


WORLD  TRADE  I 


WHY  OPEC'S  LUCK 
MAY  RUN  OUT 


New  squabbling  could  spoil 

an  unexpectedly  buoyant  market 


1 0  doubt  about  it,  OPEC  has  had  a 
great  season.  A  series  of  mis- 
haps in  the  North  Sea  and  a  tem- 
porary halt  in  Alaskan  shipments  be- 
cause of  the  Exxon  Valdez  spill  have 
kept  non-OPEC  oil  supplies  low.  And  eco- 
nomic strength  in  the  industrialized 
world,  from  the  U.  S.  to  Japan,  has  given 
demand  an  unexpected  boost.  That  adds 
up   to   buoyant  crude   oil   prices— up 


around  50%  from  last  year's  lows — an 
new  lease  on  life  for  OPEC. 

To  keep  that  winning  streak  goi 
though,  the  oil  cartel's  13  members  h; 
to  resist  the  urge  to  pump  up  product 
too  fast.  But  the  will  to  restrain 
lacking  at  OPEC's  biannual  sum 
which  ended  in  Vienna  on  June  7 
meeting  was  marred  by  squabbling 
political  jockeying — and  that  could  s 
increasing  turbulence  in  world  oil 
kets  over  the  coming  months  and 
ther  problems  in  the  already  depres 
oil  patch.  Spot  prices  dropped  sharpljS: 
the  end  of  the  meeting  because  no  j 
expects  the  new  19.5  million-barrel  i; 
day  quota  to  stick.  ! 
CHEATERS.  Industry  watchers  are  v| 
ried  that  attempts  by  OPEC  members  t 
increase  their  individual  market  shsi; 
could  lead  to  a  repeat  of  the  1986  p  >■ 
war,  when  a  tidal  wave  of  oil  cau« 
prices  to  sink  below  $6  a  barrel.  OPEi 
producing  almost  2.5  million  barrel  ;: 
day  more  than  the  18.5  million  ceilin  i 
set  last  November.  Even  OPEC  kin^j 
Saudi  Arabia  has  shown  little  restras 

Kuwait,  whose  daily  production! 
close  to  1.8  million  barrels  now,  is  ono 
OPEC's  most  blatant  output  cheats 
Granted  only  a  slight  increase  in  tli 
quota,  the  Kuwaitis  are  expected  to  (r; 
tinue  to  overproduce. 

Looking  ahead,  OPEC  will  have  to  (•{ 
with  a  surge  in  supply.  North  Sea  t-. 
duction,  which  has  been  slowed  i> 
500,000  barrels  a  day  by  last  summ'i 
Piper- Alpha  explosion  and  by  technt 
problems,  will  recover  over  the  next  v 
months.  More  important,  Iraq  will 
much  of  a  planned  2  million  barrel  i 
day  in  added  capacity  available  as  eM 
as  August.  Iran  is  also  intent  on  pro(( 
ing  every  drop  it  can. 

On  the  demand  side,  no  one  is  wila 
to  predict  when  the  party  will  start 
wind  down.  The  experts  say  that  \\i 
oil  demand  will  increase  more  than  | 
this  year,  with  much  of  that  met  if 
OPEC.  The  European  economies  are  ( i 
roll.  And  the  "Little  Tiger"  economic [ 
Asia,  notably  Indonesia  and  Thail 
are  racking  up  huge  5%  annual  incres^ 
in  oil  demand.  But  there  are  st 
clouds  ahead.  The  strong  dollar  e( 
slow  European  demand  as  price 
creases  work  their  way  through  the 
tem.  The  roughly  15%  increase  in 
gasoline  prices  since  last  year  o 
have  a  similar  effect. 

And  OPEC,  despite  its  periodic  disp 
of  unity,  is  inherently  unstable.  In 
na,  Saudi  delegates  quietly  reassi 
colleagues  that  prices  could  remai 
the  $18  to  $20  range  if  members  si 
together.  But  sticking  together  has 
er  been  one  of  OPEC's  strong  points 
By  John  Rossant  in  Vi 
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EDITED  BY  JOHN  PEAR 


WHEN  THE  DUST  SETTLES, 
IRAN  MAY  BE  FACING  WEST 


The  legacy  left  by  the  Ayatollah  Khomeini,  Iran's  reli- 
gious revolutionar>^  is  an  Islamic  fundamentalist  regime 
run  by  mullahs.  But  real  power  in  Iran,  following  Kho- 
meini's death  on  June  3,  is  likely  to  shift  to  leaders  who  are 
politicians  more  than  spiritual  guides.  Speaker  of  Parliament 
Hashemi  Rafsanjani,  55,  one  of  the  "pragmatists"  who  dealt 
secretly  with  the  Reagan  Administration  in  the  arms-for-hos- 
tages  affair,  seems  likely  to  emerge  with  the  most  clout. 
Eventually,  Rafsanjani  and  his  allies,  including  Ali  Khamenei, 
49,  heir  to  the  Ayatollah's  religious  role,  are  expected  to  turn 
to  the  West  for  trade  and  other  links  to  rescue  the  regime 
from  economic  collapse. 

In  the  months  just  ahead,  however, 
rival  bids  for  power  by  radicals  such  as 
Interior  Minister  Ali  Akbar  Mohtashemi 
and  General  Prosecutor  Muhammad 
Moussavi  Khoeini  are  likely  to  heat  up 
the  revolutionary'  rhetoric  in  Tehran. 
Khoeini  advised  the  students  who  seized 
the  U.  S.  embassy  in  Tehran,  and  Mohta- 
shemi probably  coordinated  attacks 
against  Americans  in  Lebanon  in  the 
early  1980s.  In  the  political  jousting,  hos- 
tility toward  the  U.  S.  may  become  more 
strident  than  ever.  "With  Khomeini  not 
there  to  keep  the  peace,  radical  factions  will  use  anti-Ameri- 
canism as  a  stick  to  beat  the  more  moderate  types,"  says  Gary 
Sick,  an  Iran  expert  who  sen'ed  on  the  National  Security 
Council  staff.  Not  to  be  outflanked  by  such  fanatics,  Rafsan- 
jani last  month  exhorted  Palestinians  to  kill  Westerners  to 
avenge  Israel's  crackdown  in  the  West  Bank  and  Gaza. 
ONLY  CANDIDATE.  Despite  this  outburst,  Rafsanjani  and  his 
supporters  are  likely  to  play  a  more  responsible  role  over  time. 
As  a  leading  parliamentarian,  he's  probably  the  most  powerful 
figure  in  Iran  now  that  Khomeini  is  gone,  and  he  won  his 
power  in  a  relatively  democratic  election.  As  acting  armed 
forces  commander-in-chief  he  also  has  support  in  the  military. 
He's  the  only  announced  candidate  in  the  elections  to  be  held 


SPIRITUAL  SUCCESSOR  ALI  KHAMENEI 


on  Aug.  18  for  Iran's  presidency — an  office  that  will  bee 
much  stronger  with  the  abolition  of  the  post  of  Prime  M 
ter.  That  shift  in  Iran's  power  structure  is  am.ong  the  expe 
constitutional  changes  being  drafted  by  a  commission 
Khomeini  established.  The  new  rules  are  to  be  ratified 
referendum  accompanying  the  Aug.  18  election. 

Khamenei,  like  Rafsanjani,  is  a  cleric  of  modest  rank 
the  title  of  hojatolislam.  Regardless  of  title,  no  successor  c 
equal  Khomeini's  immense  spiritual  authority.  But  Kham^ 
nearing  the  end  of  two  terms  as  Iran's  President,  has  ties 
diverse  groups  in  the  regime.  Like  Rafsanjani,  he  favo 
greater  role  for  private  enterprise  in  the  economy  as  we 
improved  relations  with  the  out 
world.  In  the  past  year,  France  has 
etly  revived  trade  and  investment 
with  Iran,  but  Khomeini's  death  tl 
against  British  author  Salman  Ru: 
last  February  added  new  strains  to  ^ 
tions  with  Britain  and  West  Germil 
Iran's  pragmatists  believe  that  the  cb 
try  needs  to  break  out  of  its  isolatkit 
deal  with  deepening  social  and  econa 
problems,  from  high  inflation  and  u  o 
ployment  to  food  shortages  and  a  D 
pant  black  market. 
There  are  few  certainties,  however,  in  Iran's  volatile  polo 
Khamenei  lost  the  use  of  his  right  arm  in  a  terrorist  bomc 
in  1981,  and  Rafsanjani  was  rumored  to  have  been  the  tsp 
of  two  assassination  attempts  in  the  past  year. 

Until  Iran's  politics  stabilize,  prospects  are  dim  for  thr 
lease  of  nine  Americans  and  six  other  Westerners  held  o 
tage  by  Lebanese  militants  linked  to  fanatics  in  Tehran. 'C 
their  captors,  the  hostages  are  bargaining  chips,  and  th 
unlikely  to  be  traded  away  while  the  situation  in  Ik 
uncertain.  But  if  Rafsanjani  consolidates  power,  a  deal  fo  i 
hostages'  release  might  be  possible.  If  that  happens,  it  wi. 
be  a  crucial  step  toward  an  opening  to  the  West. 

By  Stanley  Reed  iw  Xew  York,  with  bureau  reW 


GLOBAL  WRAPUP I 


GREECE 


Prime  Minister  Andreas  Papan- 
dreou's  personal  conduct  and  al- 
leged misconduct  by  his  government 
are  both  issues  in  June  18  elections 
that  are  likely  to  end  nearly  eight 
years  of  socialist  rule.  Support  for  Pap- 
andreou's  Panhellenic  Socialist  Move- 
ment has  plummeted  in  polls,  in  part 
because  of  financial  scandals  that  seem 
to  implicate  his  government.  Voters 
have  also  been  put  off  by  the  highly 
publicized  extramarital  romance  of 
Papandreou,  70,  with  an  airline  stew- 
ardess half  his  age. 

The  likely  result  will  be  the  defeat  of 
Papandreou' s  party  by  the  conserva- 


tive New  Democracy  Party,  which  ad- 
vocates Thatcherite  economic  policies. 
But  the  New  Democrats  are  likely  to 
fall  short  of  a  parliamentary  majority, 
forcing  new  elections  next  fall  or 
spring.  Despite  the  uncertainty,  execu- 
tives have  been  modernizing  plants  to 
keep  pace  with  European  integration. 
And  Northern  European  conglomer- 
ates have  bought  at  least  a  dozen  of 
Greece's  healthiest  companies. 

PERU  

lario  Vargas  Llosa,  a  novelist 
I  with  a  worldwide  readership  but 
no  political  experience,  will  be  the  can- 
didate of  a  center-right  coalition  in 
next  May's  presidential  election.  The 


threeparty  Democratic  Front  hcfet 
the  53-year-old  writer  can  fill  the  pci 
cal  vacuum  left  by  fast-shrinking  spt 
port  for  President  Alan  Garcia  and 
left-of -center  American  Popular  R(0 
lutionary  Action  Party  (APRA). 
suggest  that  apra's  candidate,  for  a 
Finance  Minister  Luis  Alva  Caso 
would  capture  only  12%  of  today's  yfi 
against  50%  for  Vargas  Llosa. 

Vargas  Llosa  advocates  free-ma: 
policies  and  foreign  investment.  He  ,as 
won  support  from  voters  batteredbj 
Peru's  economic  slide.  But  worseiji| 
social  strains  are  also  swelling  p< 
ranks  of  Shining  Path,  the  once-rfa 
guerrillas  who  have  stepped  up  uij 
attacks. 
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EAM  WORK 


\NE  PUTS  SATELLITES  INTO  SPACE 
T  SPEAK  LANGUAGES,  as,  industrial 

TECT    AEROSPATIALE    COOPERATES    WITH    11  EUROPEAN 
rRIES  PROVIDING  SPACE-AGE  TECHNOLOGY  AND  MANAGE- 
^'"^•-^    ■^'-^E   NUMBER   OF    SATELLITES  LAUNCHED 

-=te-Spacenet,   Intelsat.   Pan   Am   Sat.   sbs  for 

^LE  WE  prove  our  CAPABILITY  OF  WORKING  TOGETHER 
AEROSPATIALE   HAS   BUILT    MORE  THAN   40  SATELLITES  * 
I  OF    THEM    WITH    AMERICAN    PARTNERS.    WORKING  AND 
riNG  TOGETHER  KEEPS  US  UP  THERE.  MEET  THE  TEAM 


;erospatiQ\i 
lerospatiGle 


aerospatiale 

AEROSPATIALE;  INC.  1101,  ISTti  srsttr  NW  WASHINGTON  DC  20O0S 
PHONE  202  293  0650  .  '  ■  '  y 


GREYHOUND  IS  BRINGING  TRAVELERS 
DOWN  TO  EARTH  AGAIN  

Thanks  partly  to  rising  air  fares,  traffic  on  the  bus  line  jumped  20%  in  the  first  quarter 


Greyhoimd  Lines  Inc.  Chief  Execu- 
"ive  Fred  G.  Currey  doesn"i  know 
Karla  Snill.  but  he  loves  her. 
iiu^.  19.  took  the  first  long-distance  bus 
trip  of  her  life  after  her  jalopy  broke 
down  during  a  recent  visit  home  to  Dal- 
hs.  Rather  than  get  the  car  fixed,  she 
paid  -SlO  for  the  90-mile  trip  back  to 
Waco,  where  she  goes  to  college.  Now. 
she  thiriks  she'll  keep  on  riding  buses. 
Says  StulL  'The  bus  is  cheaper  than  a 
tank  of  gas.'' 

That's  music  to  Currey's  ears.  Since 
he  'rx»ught  Greyhound  Lines  in  1987  for 
-5375  million  from  former  parent  Grey- 
ho'ond  Corp.,  Currey  has  struggled  to 
persuade  traveler?  that  riding  an  inter- 
cit}'  bus  can  be  a  plea.sant  experience. 
He's  aiming  for  a  return  to  the  daj^s 
when  .\mericans  of  every  stripe  traveled 
on  Greyhound — servicemen,  students, 
ar-d  working-  and  middle-class  families 
\"isiiing  relatives  or  on  vacation. 
SIGMS  OF  UFE.  TTiose  halcj'on  days  endeo 
with  ".i-.e  arrival  of  cut-rate  airliner 
From  19^/)  to  1986,  Greyhound's  passe.^- 
ger  traffic  d.i-opped  oo"'.  Terminals  fe^^ 
into  disrepair,  routes  disapj>eared,  an^; 
labor  relations  soured.  Adding  t/j  Grey 


hound's  woes,  its  package-deliver}'  busi- 
ness was  outstripped  by  the  faster  ser- 
\ice  offered  by  Federal  Express  Corp. 
and  United  Parcel  Senice  Inc. 

Now,  however,  Currey  is  noting  signs 
of  life  in  a  business  that  was  terminally 
ill.  Last  year,  22  mUhon  passengers 
chose  to  take  Greyhound,  up  lO^c  from 
1987,  while  sales  increased  11^^,  to  $924 
million.  In  the  first  quarter  of  this  year, 
Greyhound  passenger  traffic  jumped 
20^f.  And  Currey  foresees  more  growth, 
though  not  at  the  hot  pace  of  the  first 
quarter.  'WTiat's  more,  he's  optimistic 
about  the  future.  con\inced  that  passen- 
gers are  rediscovering  an  easy,  inexpen- 
sive mode  of  travel. 


Currey  acknowledges  that  ("ej 
hound's  fortunes  changed  parth  bt 
cause  of  the  recent  surge  in  air  le 
More  help  came  from  the  Easter  Ai 
Lines  Inc.  strike,  which  has  made  tea 
plane  seats  scarce  on  East  Coast  rcte 

But  even  without  the  benefit  of  1^ 
air  fares,  Currey  has  been  doing  pat 
to  revamp  Greyhound  and  Trai'87 
Inc.,  which  he  bought  and  mergedsii 
Greyhound  in  mid-1987.  He  instajd 
computer  system,  thus  cutting  tiie."»i 
ing  time  for  tickets.  Another  sy^eB 
similar  to  the  software  developed  1:  ai 
lines,  lets  Greyhound  offer  disui 
fares  more  selectively. 

Perhaps  the  toughest  job  fadngr^ 


GREYHOUND  LINES:  A  COMEBACK  TRIP 


THE  COR--'- 


THE  OTHER  GREYHOUND 
ISN'T  WINNING  ANY  RACES 


is  to  change  Greyhound's  down-at- 
leels  image.  The  company's  termi- 
were  in  decaying  urban  centers 
t  by  crime.  "Many  people,"  says 
ey,  "believe  that  only  the  unem- 
id  ride  the  bus."  Some  middle-class 
s  wouldn't  even  consider  buses  as  a 
5  of  transport. 

iNG  ROAD.  Currey  spent  $30  million 
hauling  Greyhound's  old  terminals 
opening  new  ones.  He  increased  the 
)any's  advertising  budget  50%,  to 
nillion,  to  tell  riders  about  the  new 
hound.  In  Detroit,  Chicago,  and  San 
Cisco,  Greyhound  has  captured  new 
s  by  building  terminals  closer  to 
depots,  thus  making  it  more  conve- 
,  for  rail  passengers  to  hop  a  bus 
;r  than  rent  a  car.  Other  efforts 
de  a  modest  revival  of  Greyhound's 
senice.  For  those  routes,  the  com- 
is  using  fuel-efficient  vans.  Currey 
50  trying  out  a  same-day  package- 
ery  service. 

rrey  is  still  only  part  way  down  the 
to  profitability.  For  one  thing, 
hound  has  to  shed  its  reliance  on 
igher  air  fares  that  now  turn  trav- 
its  way.  Warning  signs  are  already 
sning  to  appear:  Some  newly  dis- 
«d  air  fares  are  cropping  up  on  the 
Coast. 

if  that  weren't  enough.  Greyhound 
faces  tough  labor  negotiations.  In 
Currey  obtained  over  $25  million  in 
concessions  from  Greyhound's  me- 
ss and  drivers.  Now,  many  want 
1 ;.  "I  don't  care  if  we  throw  them 
lankruptcy,"  says  Richard  Simpson, 
ficial  with  the  Amalgamated  Tran- 
lion.  "Maybe  we  will  get  somebody 
:an  afford  to  pay  us." 
■yhound's  financial  position  is  still 
It  owes  $350  million  from  its  LBO 
le  $80  million  it  spent  buying  Trail- 
To  meet  interest  payments  last 
the  company  had  to  sell  its  bus 
ind  lease  it  back  again, 
pite  that  sacrifice,  the  company 
17  million  in  1988.  But  operating 
e  rose  to  $40  million  from  an  $8 
1  loss.  Now,  if  Fred  Currey  can 
;ut  his  debt  to  manageable  levels 
3ep  luring  travelers  to  Greyhound, 
y  save  one  of  the  oldest  and  best- 
1  names  on  the  American  road. 

By  Kevin  Kelly  in  Dallas 


John  W.  Teets  just  couldn't  contain 
himself.  On  a  recent  trip  to  Chica- 
go, the  chairman  of  Greyhound 
Corp.  disclosed  to  reporters  plans  to 
introduce  a  low-calorie  line  of  the  com- 
pany's successful  Lunch  Bucket 
microwaveable  meals.  Never  mind  that 
he  angered  his  marketing  staff,  which 
considered  the  project  top  secret.  It 
was  good  news,  Teets  reasoned,  and 
his  Phoenix-based  conglomerate  need- 
ed some  of  that. 

For  Teets,  good  news  has  been 
scarce  lately.  Since  1987,  when  he  sold 
off  Greyhound's  venerable  bus  line  for 
$375  million  in  cash  and  stock,  Teets 
has  been  struggling  to  make  sense  of 
his  new  company.  While  the  bus  line 
has  been  perking  up,  he  continues  to 
wait  for  rewards  from  an  expensive 
1987  foray  into  airline  food  service. 
First-quarter  profits  from  existing  op- 
erations rose  16%,  to  $14.8  million  this 
year.  But  Greyhound's  1988  profit  of 
$104  million  on  $3.3  billion  in  sales  was 
a  baby  step  from  the  $103  million 
earned  in  1982,  when  Teets  took  over. 

Teets,  55,  inherited  an  unwieldy 
hodgepodge,  with  products  as  diverse 
as  Dial  soap,  Armour  Star  meats,  and 
mortgage  insurance.  His  goal:  bringing 
the  return  on  equity  up  to  15%.  Out 
went  a  computer-leasing  business,  a 
knitting-supply  unit,  and  the  meat- 
packing plant.  Unable  to  reach  an  ac- 
cord on  wage  cuts  with  Greyhound's 
unions,  Teets  sold  off  the  sluggish  bus 
line.  But  Greyhound's  mortgage-insur- 
ance and  asset-based  financing  units 
were  trouble.  Teets  tried  to  sell  the 
finance  company,  which  lost  $7  million 
in  1985  on  equipment  leases,  but 
couldn't  find  a  buyer.  And  when  he 
tried  to  unload  the  money-losing  mort- 
gage insurer's  assets  in  the  form  of  a 
$125  million  junk-bond  offering,  buyers 
balked  again.  He  ended  up  writing  off 
the  insurance  business  for  $45  million 
and  has  refocused  the  now  profitable 
finance  unit  on  real  estate  lending. 
TAKEOVER  TARGET?  With  anemic  net 
margins  of  3%  and  return  on  equity 
still  hovering  around  10%,  Teets  has  a 
long  way  to  go.  Indeed,  Greyhound  has 
lately  been  the  butt  of  persistent  take 
over  speculation.  His  challenge  is  to 
squeeze  more  profits  out  of  what  re- 
mains, and  he's  making  some  headway. 
Greyhound  has  introduced  a  new  liquid 
version  of  Dial  soap,  and  the  Lunch 
Bucket  low-calorie  line  should  be  out 
by  1990.  Earlier  this  year,  the  company 
added  a  third  ocean  liner  to  its  Premier 


Cruise  Lines,  and  the  transit-bus  manu- 
facturing unit  Teets  bought  from  Gen- 
eral Motors  Corp.  in  1987  is  showing 
slow  progress.  Further,  Greyhound  ex- 
panded its  profitable  Travelers  Ex- 
press money-order  business  by  buying 
a  Dallas-based  rival. 

Teets  needs  a  boost,  though,  from 
his  biggest  acquisition,  the  Dobbs  In- 
ternational Services  Inc.  unit  he 
bought  from  Carson  Pirie  Scott  Co.  for 
$390  million  in  1987.  Dobbs  provides 
meals  to  airlines  and  runs  concession 


GREYHOUND'S 
ECLECTIC  MIX 


Division 

Product  or  business 

1988  results:  Operating 
Revenues  income 

Millions  of  dollars 

CONSUMER  PRODUCTS  $962 
DIAL  SOAP,  PUREX  DETERGENT 

$73 

SERVICES  1,652 
TRAVELERS  EXPRESS  MONEY 
ORDERS,  AIRLINE  MEALS,  CRUISE  LINES 

131 

BUS  MANUFACTURING 

440 

44 

FINANCIAL 

REAL  ESTATE  FINANCING 

251 

25* 

TOTAL 

$3,305 

$273 

'Before  onetime  charge  DATA:  COMPANY  REPORTS 


stands  at  terminals.  The  price  was 

steep,  analysts  say,  and  though  the 
$528  million  operation  had  $32  million 
in  operating  profits  last  year,  interest 
charges  soaked  it  all  up. 

Teets,  a  weight  lifter  with  unbound- 
ed enthusiasm,  isn't  giving  up  on  his 
15%  ROE  goal.  "It's  going  to  take  an- 
other two  years  to  get  there,"  he  says. 
Last  year,  he  cut  Greyhound's  debt  by 
$257  million,  to  42%  of  capitalization, 
by  shedding  several  more  small  units 
and  selling  about  $50  million  in  receiv- 
ables. But  to  pare  debt  further  and 
ease  the  interest  burden,  he  will  have 
to  rely  on  future  cash  flow,  which 
should  rise  only  4%  this  year. 

As  Teets  wrestles  with  his  own 
Greyhound,  he  insists  he  has  no  re- 
grets about  the  bus  line  he  sold  off.  He 
still  owns  22.5%  of  it  and  can  share  in 
the  upside.  But  while  Teets  is  happy  to 
leave  the  driving  to  the  new  managers 
of  Greyhound  Lines  Inc.,  it's  going  to 
take  some  more  tinkering  under  the 
hood  of  his  own  company  to  prove  that 
his  overhaul  made  sense. 

By  Eric  Sckine  in  Phoenix 
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STRATEGIES  I 


LA.  GEAR  IS  GOING 
WHERE  THE  BOYS  ARE 


Will  their  splashy  shoes  sell  in  the  cutthroat  men's  market? 


|Obert  Y.  Greenberg  could  always 
spot  a  trend.  He  sold  wigs  in  the 
'60s,  roller  skates  in  the  '70s,  and 
even  turned  a  quick  profit  with  E.  T.  shoe- 
laces in  1982.  Since  1985,  Greenberg's  L.  A. 
Gear  Inc.  has  ridden  the  fashion-sneaker 
craze  to  incredible  heights.  Jumping  from 
aerobic  shoes  to  brightly  colored  high-tops 
for  teenage  girls,  Greenberg  saw  sales 
shoot  from  $11  million  in  1985  to 
$224  million  last  year. 

So  what's  Greenberg  latching 
on  to  now?  Basketball  and  run- 
ning shoes  for  men.  He  is  trying 
to  elbow  his  way  into  one  of  the 
shoe  industry's  most  established 
and  cutthroat  arenas — that  607f 
chunk  of  the  $4.2  billion  U.  S.  ath- 
letic-shoe market  that  has  largely 
eluded  him.  Greenberg  boasts 
that  L.  A.  Gear  will  storm  the 
men's  market  like  "an  800-pound 
gorilla,"  reach  the  billion-dollar 
mark  by  next  year,  and  then 
leave  Reebok  International  Ltd. 
and  Nike  Inc.  in  the  dust. 
IDENTITY  CRISIS.  The  48-year-old 
chief  executive  may  have  a  tough 
time  delivering.  After  all,  ever 
since  Nike's  high-tech,  air-cush- 
ioned shoes  took  off  two  years 
ago,  nearly  every  athletic  shoe- 
maker has  come  up  with  its  own 
performance  entry.  It's  also  un- 
clear just  how  long  the  market's 
hot  streak  can  last.  Positioning 
L.  A.  Gear  as  a  serious  athletic 
shoe  risks  blurring  the  brand's 
identity  as  a  splashy,  youthful 
trendsetter  for  women — "canni- 
balizing its  cachet,"  warns  Ste- 
phen Encarnacao,  senior  vice- 
president  at  Converse  Inc. 

But  L.  A.  Gear  has  surprised 
doubters  before.  Since  1986,  in 
fact,  the  company  has  jumped 
from  15th  place  among  sneaker-sellers  to 
third,  recently  passing  veteran  player  Con- 
verse (table).  Its  stock,  meanwhile,  has 
soared  to  nearly  $60  a  share  from  $5.75  at 
its  initial  offering  in  July,  1986. 

To  accomplish  that  magic,  L.  A.  Gear  fo- 
cused on  selling  spangled  sneakers  in  ice 
cream  colors  to  the  80%  of  buyers  who 
rarely  set  foot  on  a  tennis  or  basketball 
court.  They  sold  sex  and  sizzle,  from  ads  of 


scantily  clad  blondes  to  trade  shows  where 
tanned  teens  jiggled  to  a  disco  beat. 

But  will  real  men  buy  shoes  with  a  Val- 
ley Girl  image?  Fat  chance,  says  Philip  0. 
Sancken,  an  analyst  for  Piper,  Jaffray  & 
Hopwood  Inc.  in  Seattle,  and  more  impor- 
tant, a  jogger.  "I  enjoy  looking  at  their 
ads,"  he  says,  "but  I'm  not  going  to  spend 
$60  or  $70  for  their  shoes."  Men  typically 


THE  HIGH  STEPPERS  IH  ATHLETIC  FOOTWEAR 


Company 

Market  Gross  soles 

Company 

Market  Gross  sales 

share*  Millions 

share*  Millions 

REEBOK 

27.1%  $1,150 

AVIA 

4.2%  $180 

NIKE 

22.7  964 

ADIDAS 

4.0  170 

CONVERSE 

5.9  250 

KEDS 

3.5  150 

LA.  GEAR 

4.7  200 

OTHER 

27.9  1,363 

•Percentage  of  1988  U.S.  wholesale  sales      DATA:  SPORTING  GOODS  AMNAGEMENT  NEWS  INC 


pay  less  attention  to  style.  They  look  in- 
stead at  sole  cushions  and  how  well  the  in- 
ner structure  supports  the  foot.  "Technol- 
ogy has  been  the  fashion,"  says  Bruce  W. 
MacGregor,  marketing  chief  at  Avia  Group 
International  Inc.,  a  Reebok  subsidiary. 

Greenberg  shrugs  off  criticism.  "Now 
we're  the  leading  edge  of  fashion  and  the 
leading  edge  of  technology,"  he  crows. 
L.  A.  Gear  promotes  such  high-tech  compo- 


nents as  springy  urethane  footbeds,  buir.- 
dustry  types  are  skeptical.  "The  indur* 
would  be  very  shocked  if  a  few  years  im. 
now,  L.  A.  Gear  was  the  technical  leacr, 
says  Alex  J.  Vergara,  ad  director  at  rul  - 
er Athletic  Attic  Marketing  Inc.  le 
Greenberg  says  he  spends  just  a  fraco. 
of  what  his  rivals  do  on  research.  But  h  j 
needs  research  when  hype  will  suffice?! 
'GERIATRIC  CROWD.'  Never  shy  about  lilt 
ing  glowing  predictions,  Greenberg  .y 
that  sales  of  L.  A.  Gear's  men's  shoeS'/i.. 
jump  from  the  $20  million  worth  he  iiy 
were  sold  last  year  to  as  much  as  $400ai 
lion  next  year.  His  advertising  machii  :.- 
in  full  gear,  though  the  strategy  is  curut 
Rather  than  signing  some  slam-dun 
star  as  spokesman,  L.  A.  Gear  enliste 
year-old  L.  A.  Laker  basketball  star 
eem  Abdul-Jabbar.  Choosing  Jabbar, 
winding  up  his  final  season,  was  a 
guaranteed  to  appeal  to  the 
riatric  crowd,"  one  analyst  g 
L.  A.  Gear's  promotional 
extends  to  Wall  Street  as 
Counter  to  industry  practice 
company  buttressed  its  bo 
line  in  the  first  quarter  by  c 
ring  $3.9  million  in  ad  exp( 
until  the  traditionally  hi 
back-to-school  sales  period, 
company  argues  that  it's  m 
booking  the  ad  expense  closPit 
the  sales  they'll  generate,  ar  be 
sides,  the  practice  complies  ntr 
accounting  standards. 

The  result:  First-quarter  irr; 
ings  rose  from  the  year-eiiie; 
21$  a  share  to  62$  a  share— un. 
er  than  the  35$  it  would  av( 
earned  with  the  charge,  .rts) 
Barron's  recently  chided  .a 
Gear  for  managing  its  earnf:" 
this  way,  the  company  chine 
out  some  rosy  new  earningiwt 
dictions.  And  the  day  aff 
BUSINESS  WEEK  reporter  te: 
viewed  company  executivi,  ; 
company  official  suggested  o  : 
wire  service  that  upward  i)v 
ment  in  the  stock  might  a' 
been  caused  by  an  anticipat  t'- 
vorable  story.  The  stock  idw 
the  day  up  SVs  points. 

Greenberg,  who  owns  2i  ■ 
the  stock,  is  also  plunging  in  > 
the  jeans  and  watch  mae 
where  L.  A.  Gear's  brand  ii 
and  distribution  network  will  be  a  big  li 
But  in  the  end,  the  company's  fortuncv 
ride  on  whether  its  fickle  teenage  cu:o 
ers  tire  of  its  purple,  red,  or  goldii 
shoes.  And  Kareem  may  fail  to  itic 
enough  men  to  lace  up  shoes  made  faou 
by  aerobic  dancers.  Don't  tell  that  tcilol 
ert  Greenberg,  though.  L.  A.  Gear,  s  if 
sists,  won't  go  the  way  of  E.  T.  shoeLjes. 
By  Kathleeyi  Kerwin  in  Los  A\ek 
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i\s  long  as  GE  Capital  has  been 
in  the  business  of  financing  other 
businesses, we've  been  in  the  idea 
business. Over  the  years, our 
capital  ideas  have  helped  many 
seagoing  companies  keep  their 
beads  above  water. 

Equipment  leasing,  for  example, 
is  a  capital  idea  that's  right  at 
borne  at  sea:  Containership 


operators  keep  their  working 
capital  high  and  dry  by  leasing 
ships  by  the  dozen  and  containers 
by  the  thousand  from  GE  Capital. 

Circle  Line  brought  us  aboard 
when  they  wanted  to  expand  their 
business  in  New  York  harbor 
Thanks  to  GE  Capital,  custom  fi- 
nancing surfaced  and  World  Yacht, 
New  York's  most  elegant  floating 


restaurants,  became  part  of  the 
Circle  Line  fleet. 

And  an  Ontario-based  houseboat 
and  yacht  rental  organization  with 
a  fleet  of  130  boats  on  four  con- 
tinents floated  a  line  of  credit  from 
GE  Capital  to  keep  its  inventory 
financing  shipshape. 

Whether  or  not  your  company's 
business  happens  on  the  water, 


wed  like  the  chance  to  help  im- 
prove your  financial  picture. Just 
call  us  at  our  toll-free  number: 
1800  243-2222. 

To  keep  things  on  course,  we've 
got  capital  ideas  by  the  boatload. 

Not  Just  Capital 
Coital  Ideas. 


Caoital  Ideas 


are  launched  at 
GE  Capital 


GECapital 
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TRANSPORTATION  I 


SUDDENLY,  RYDER'S  ENGINE 
IS  SPUTTERING 


But  Tony  Burns  is  determined  not  to  veer  from  his  course 


For  years,  M.  Anthony  Burns  pro- 
duced the  type  of  results  Wall 
Street  loves.  As  chairman  of  Ryder 
System  Inc.,  a  transportation-services 
conglomerate  based  in  Miami,  Burns 
built  a  powerhouse  through  acquisitions 
and  aggressive  marketing.  Since  1979, 
Ryder's  revenues  have  grown  fivefold, 
and  profits  have  increased  an  average  of 
14%  a  year.  With  such  an  admirable  rec- 
ord, Burns,  an  earnestly  optimistic  Ne- 
vadan,  earned  a  reputation  as  a  can-do 
manager.  It's  no  wonder  that  investors 
believed  his  confident  prediction  two 
years  ago  that  Ryder's  profits  could 
keep  growing  at  their  heady  pace. 

On  May  23,  though,  Tony  Burns  re- 
versed field.  He  told  his  managers  that 
Ryder's  1989  profits,  far  from  setting  a 
new  record,  would  probably  drop.  The 
stock,  which  had  drifted  steadily  down- 
ward to  25  from  a  1987  high  of  43, 
dropped  an  additional  TA  after  the  news. 

What's  wrong  at  Ryder?  The  compa- 
ny's bread-and-butter  business, 
renting  yellow  trucks  to  consum- 
ers and  companies,  is  slowing 
down.  More  important,  there's  no 
way  that  Ryder,  with  more  than 
$5  billion  in  sales,  can  grow  as 
fast  as  it  did  when  it  was  a  much 
smaller  coqjoration.  Now,  as  it 
evolves  from  a  hot  growth  com- 
pany into  a  mature  enterprise 
sensitive  to  the  economy,  Ryder 
runs  the  risk  of  falling  prey  to  a 
raider.  The  breakup  value  of  Ry- 
der could  be  as  much  as  $45  a 
share,  and  many  investors,  at 
least  for  now,  are  disappointed 
with  the  company.  "We  have  cer- 
tainly expressed  our  dismay  at 
the  stalling  of  earnings,"  says 
Stephen  P.  Dexter,  an  invest- 
ment analyst  at  Kemper  Finan- 
cial Services  Inc.,  which  has  sold 
most  of  its  565,000  shares.  "Ry- 
der's aggressive  expansion  has 
not  worked." 

'PRESSURE.'  Burns  has  heard  the 
complaints.  "We  have  been  un- 
der tremendous  pressure  to  take 
short-term  actions,"  he  concedes. 
Selling  off  big  pieces  of  Ryder 
would  undermine  Burns's  long- 
term  strategy  of  dominating 


such  service  businesses  as  truck  leasing, 
aircraft  maintenance,  and  school-bus  op- 
erations. To  build  up  market  shares. 
Burns  from  1984  to  1987  tripled  Ryder's 
assets,  to  $6  billion, 
through  more  than  100 
acquisitions,  including  a 
repair  business  for  jet 
engines  and  numerous 
school-bus  operators. 

Yet,  starting  last  year, 
the  softening  economy 
cooperated  less  and  less 
with  Burns's  ambitious 
plans.  Commercial  cus- 
tomers anticipated  an 
economic  slowdown  by 
leasing  fewer  trucks.  An- 
other Ryder  business,  hauling  newly 
built  cars  from  factories,  suffered  from 
the  glut  in  the  auto  market.  By  mid- 
1988,  Ryder's  profits  turned  flat  and  fin- 
ished the  year  up  5%,  to  $197  million — 
far  below  analysts'  expectations. 


RYDER'S  EARNINGS 
SLUMP 


'85      '86  '87 
A  MILLIONS  OF  DOLURS 


DATA:  MORGAN  STANLEY  SCO 
COMPANY  REPORTS 


For  months.  Burns  hoped  that  % 
problems  were  temporary.  But  the  S'l 
ness  in  earnings  persisted,  and  it  bee;ii' 
increasingly  clear  that  Ryder,  which 
piled  up  $2.4  billion  in  long-term  djt. 
had  also  inherited  too  many  mana^".- 
and  numerous  operating  inefficient 
from  its  acquisitions.  ! 
NO  'MEAT  AX.'  Burns  had  also  failecfv. 
foresee  the  resurgence  of  a  big  comij;; 
tor,  U-Haul  International  Inc.  A  r^ii 
fleet  expansion  enabled  Ryder  last 
to  overtake  U-Haul  as  the  leader  in  a 
sumer  truck  rentals,  while  its  rival  \i 
trying  to  revamp  its  faded  image  ii 
support  a  heavy  load  of  debt.  U-Hal' 
management  was 
distracted  by  a  feud 
had   divided   the  Shh 
family,  the  compaij- 
controlling  shareholdl.- 
Still,  U-Haul  managec; 
flood  the  market  m 
10,000  new  trucks  ti 
sport  such  features  a  ■ 
special  stowaway 
partment  for  compul- 
and  stereos.  U-Haul  li- 
also  cut  into  Rydl- 
profits  by  offering  sti' 
discounts  in  many  markets.  | 

Even  as  Burns  vows  to  slug  it  pi 
with  U-Haul,  he's  prudently  trimnjip 
his  truck  fleet  by  several  thousand  v|i. 
cles.  He's  also  selling  off  such  ill-fitlii 
acquisitions  as  a  small  insurance  opp 
tion  and  its  money-losing  freiji' 
hauling  business. 

But  don't  expect  a  major 
mantling  of  Ryder,  not  as 
as  Burns  is  in  charge.  "I'm 
going  to  take  a  meat  ax  to  [i- 
company,"  he  says.  Burns  j«) 
intends  to  keep  a  promise  it 
made  two  years  ago — that  R>3i 
would  stop  making  big  acqiii- 
tions  for  a  while  and  instid 
grow  from  within.  But  th'f 
more  easily  promised  than  d«e 
"Unfortunately,  they're  malig 
this  shift  when  the  econom;is 
softening,"  says  analyst  Gec?t 
V.  Robertson  at  Alex.  Brow;& 
Sons  Inc. 

While  he  sorts  out  Ryd  's 
problems.  Burns  plans  to  revrd 
shareholders  for  their  pati^:^ 
with  a  big  stock  buyback.  'J' 
investors  can  turn  impatient  ijit. 
Although  many  are  holding  o  t< 
their  stock  because  they  tijil- 
Burns  will  deliver  his  promp 
turnaround,  others  are  bet|U 
on  either  a  raid  or  leveraj5(i 
buyout.  It  will  be  a  tough  ^ar 
for  Tony  Burns.  j 

By  Pete  Engardio  in  Miami, 
Eric  Schine  in  Los  Angeles  j 
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THE  CORPOFVIO: 


WHAT  EXACTLY 
CAN  THE 

WORLD'S  MOST 
POWERFUL 

AND 
EXPANDABLE 
PC  DO? 


INTRODUCING 
THE  COMPAQ 

DESKPRO  386/33 


Jow  it's  possible  to  do  just  about  anything  you  can 
hink  of,  faster  than  you  can  think. 

Introducing  the  COMPAQ  DESKPRO  386/33 
'ersonal  Computer.  Never  before  has  so  much 
lerformance,  expand- 
bility  and  storage 
leen  put  into  one 
lesktop  PC.  And 
lever  before  has  one 
'C  been  capable  of 
0  much. 

Inside  its  new 
fsiem  unit,  you'll 
nd  that  our  engineers 

ave  redesigned  just  about  every  component  to 
deliver  a  minicomputer  level  of  power  with 
unmatched  PC  flexibility 

So  you  can  use  it  as  a  stand-alone 
PC,  putting  its  power  to 

work  on  the  most 
?^  demanding  CAD/CAE, 
*   financial  analysis, 
■rdatabase 
management 
and  other 
personal 
productivity 
applications. 

Or  you 
can  spread 
I  power  around,  using  the  COMPAQ 
!SKPRO  386/33  as  the  driving  force 
a  network  or  muhiuser  system. 
At  the  heart  of  the  system  is  the 
el  386™  microprocessor.  Running  at 
lazing  33  MHz,  it  works  in  concert 
:h  a  series  of  technological  advance- 
nts.  Like  a  33-MHz  cache  memory 
itroller  with  64K  of  high-speed 
ic  RAM.  Interleaved  memory  archi- 
ture.  And  the  exclusive  COMPAQ 


CPU-intensive  applications  over  25-MHz  386 
cache-based  PC's. 

Or  said  another  way,  nothing  will  slow  you 
down.  No  matter  what  you  want  to  do. 

You  can  expand 
the  2  MB  of  standard 
RAM  up  to  16  MB 
using  the  high-speed 
32-bit  slot.  That  leaves 
up  to  six  industry- 
standard  slots  free 
to  customize  the 
system  to  the 


demands  of 


the  application  you're  using. 

If  your  job  is  particularly 
demanding,  you  can  use  up  to 
five  high-performance  inter- 
nal storage  devices  to  hold  up 
to  1.3  gigabytes  of  data.  And 
if  that's  not  enough,  bring 
total  system 


otalof 

ht  expansion  slots 
vou  customize  the  system 
>our  needs  by  expanding 
mory  and  choosing  from 
usands  of  industry- 
ndard  expansion  boards. 


High-speed  VGA  graphics 
are  built  in.  And  for  greater 
graphics  capabilities,  add  the 
.,  ,  A     ,  .  optional  COMPAQ  Advanced 

icible  Advanced  Systems  Architecture.  Graphics  1024  Board. 
This  high-performance  combination  ^^^^^ 
ivers  a  35%  performance  improvement  in 


Built-in 

Storaee  to  2  6  mterfaces 
o         ■      make  it  easy  to  connect  pointing 
gigabytes  with       devices,  printers,  plotters  or 
°  °        _  other  peripherals  without  using 

the  optional  an  expansion  slot. 

COMPAQ  Fixed  Disk  Expansion  Unit. 

There's  more.  You  can  run  MS-DOS*, 
MS"  OS/2,  Microsoft"  Windows/386 
and  the  XENIX"  and  UNIX"  operating 
systems.  Access  memory  over  640K 
under  DOS  with  the  COMPAQ 
Expanded  Memory  Manager  that  sup- 
ports Lotus/Inter/Microsoft  (LIM)  4.0. 
And  speed  through  calculations  with 
33-MHz  Intel  387^^  and  Weitek  3167 
coprocessor  options. 

All  the  new  advancements  engi- 
neered into  the  COMPAQ  DESKPRO 
386/33  deliver  an  unmatched  level  of 
power,  expandability  and  storage. 

To  do  anything  you  want. 

comPAa 


It  simply  works  better." 


IN  386  PERSONAL  COMPUTING, 
YOU'RE  LOOKING  AT 
THE  MOST  WANTED  LIST 


In  1986,  Compaq  introduced  the  world  to  personal 
computers  based  on  the  386  microprocessor. 

Since  then,  we've  made  it  possible  for  every 
level  of  user  to  work  with  this  powerful  technol- 
ogy. In  fact,  more  people  work  with  COMPAQ 
386-based  PC's  than  any  other  386's  worldwide. 

Today,  Compaq  offers  the  broadest  line  of 
these  high-performance  personal  computers. 
Each  delivers  significant  technological  advance- 
ments developed  by  Compaq  engineers.  Each 
delivers  optimum  performance  for  the  needs  of 
different  users.  And  each  is  built  to  the  highest 
standards  for  compatibility  and  reliability. 

For  power-hungry  users  who  want  386 
performance  to  go,  the  COMPAQ  PORTABLE  386 
Personal  Computer  does  things  normally  reserved 
for  a  desktop  386  PC.  Without  compromise. 

For  people  considering  286  desktops,  the 
COMPAQ  DESKPRO  386s  Personal  Computer  is 
an  affordable  way  to  move  up  to  386  performance. 
And  if  you  have  a  286  that  you've  outgrown,  the 
COMPAQ  DESKPRO  386/20e  Personal  Computer 


is  an  easy  step  up  to  the  power  and  capabilities  of  a 
20-MHz  386  machine. 

For  the  increasing  needs  of  today's  386  users, 
the  COMPAQ  DESKPRO  386/25  Personal  Com- 
puter offers  advanced  performance.  And  for  those 
who  desire  the  most  power  and  expandability  i 
available  in  a  desktop  PC,  the  COMPAQ  \ 
DESKPRO  386/33  stands  alone.  ! 

For  a  free  brochure  on  COMPAQ  386-based 
personal  computers  and  the  location  of  your 
nearest  Authorized  COMPAQ  Computer  Dealer, 
call  1-800-231-0900,  Operator  93.  In  Canada, 
1-800-263-5868,  Operator  93.  \ 

COMPAQ:  COMPAQ  DESKPRO  386s;  COMPAQ  PORTABLE  386", 
It  simply  works  better,'  Registered  U.S.  Patent  and  TVademark  Office. 
Intel;  Intel  386  and  Intel  387  are  trademarks  of  Intel  Corporation. 
Microsoft;  MS;  XENIX'  and  MS-DOS'  are  trademarks  of  Microsoft 
Corporation.  MS'  Windows/386  and  MS'  OS/2  are  products  of 
Microsoft  Corporation.  UNIX'  is  a  registered  trademark  of  AT&T.' 
'Registered  U.S.  Patent  and  Trademark  Office.  Product  names 
mentioned  herein  may  be  trademarks  and/or  registered  trademarks 
of  other  companies.  COMPAQ  DESKPRO  386/25  graphics  ©1988 
Accent  Software,  Inc.  £'1989  Compaq  Computer  Corporation.  All 
rights  reserved.  Printed  in  the  U.S.A. 
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HE  MINING  INDUSTRY 
LIMBS  OUT  OF  THE  PITS 


)mpanies  have  cut  costs  to  the  bone — and  have  juicy  returns  to  show  for  it 


illon  H.  Ward,  president 
of  Freeport-McMoRan 
Inc.,  recently  was  at  Chez 
il,  a  restaurant  in  Chicago, 
3n  he  struck  up  a  conversation 
h  people  at  the  next  table, 
hat  do  you  do?"  a  woman 
ed.  Ward  said  he  ran  a  natural 
)urces  and  metals  mining  com- 
y.  "Oh,"  she  replied,  "do  they 
do  that  here?" 

few  years  ago,  Ward  might 
e  been  upset.  But  not  now. 
Il  "great  enthusiasm,"  he  says, 
ind  his  companions — Harry  M. 
ger,  chairman  of  Homestake 
ing  Co.,  and  John  A.  Knebel, 
ideiit  of  the  American  Mining 
gress — described  the  sterling 
3ok  for  the  North  American 
ng  industry.  "She  got  a  hell  of 
:  more  than  she  wanted,"  says 
d,  laughing. 

ke  Ward,  mining  executives 
ebullient  these  days.  In  1984, 
■netals  mining  industry  was  on 
i  ;nees,  a  victim  of  high  costs, 
j  prices,  and  weak  manage- 
1  :.  Now  "that  old  industry  is 
1 1,"  says  George  S.  Ansell, 
I  dent  of  the  Colorado  School 
ines.  It  has  been  replaced  by 
iner,  more  aggressive  indus- 
"Talk  about  a  rebirth,"  says 
^  leth  J.  Barr,  president  of  Cy- 
Minerals  Co.,  a  copper  and 
bdenum  producer. 
ING  ALIVE.  The  numbers  show 
'j  startling  the  change  has 
'<;  Since  1981,  North  American 
Is  miners  have  cut  employ- 
'>!  in  half,  helping  boost  produc- 
i';  for  some  as  much  as  sixfold, 
strong  economy  and  weak 
•  pushed  up  prices  for  most 
Is,  producers  have  been  able 
:  their  debt  and  post  big  prof- 
ins — up  an  average  737<  in 
hi  'ear's  first  quarter.  That  fig- 
ir  nasks  some  huge  increases: 
*  at  Cyprus  Minerals,  220%  at 
'•iland  Cliffs  Inc.,  the  nation's 
^il  St  iron-ore  producer,  and 
■1''  at  Inco  Ltd.,  the  free  world's 
3'  ;t  nickel  producer. 


COPPER     LEAD  MOLYBDENUM  ZINC 

'•'^   A  DOIURS  PER  LB.  "  THROUGH  APRIL 

DATA:  U.S.  BUREAU  OF  MINES 

...HAVE  BOOSTED  REVENUES... 


NORTH  AMERICAN  METAL  MINING 
SALES  FOR  10  COMPANIES" 


■81      '82  '83 
▲  BILLIONS  OF  OOLL^tRS 

...AND  PROFITS  FOR  MINERS 

2.0   

15  h  INCOME  FOR  10  COMPANIES 
BEFORE  EXTRAORDINARY  AND 
1 0  ^  DISCONTINUED  OPERATIONS 
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A  BILLIONS  OF  DOLLARS      "NINE  COMPANIES  BEFORE  1985; 

CANADIAN  RESULTS  IN  U  S.  DOLLARS 

DAIA  STANDARD  S  POOR  S  COMPUSTAT  SERVICES  INC 


Even  Phelps  Dodge  Corp., 
which  lost  $406  million  from  1982 
to  1984  and  seemed  headed  for 
Chapter  11,  reported  a  79%  profit 
gain,  to  a  record  $166  million,  in 
the  first  quarter.  Its  revenues 
were  up  22%,  to  $693  million.  Five 
years  ago,  when  Phelps  Dodge  di- 
rectors were  warned  they  faced 
low  copper  prices  for  three  more 
years,  "you'd  have  thought  some- 
body died  in  the  boardroom.  We 
didn't  have  three  years  of  staying 
power,"  recalls  Douglas  C.  Year- 
ley,  named  chairman  in  May.  Since 
1984,  pd's  stock  has  jumped  from 
13  to  57.  In  May,  it  raised  its  divi- 
dend by  25%,  to  75$  a  share. 

The  momentum  in  revenues  and 
profits  obviously  has  to  slow.  And 
a  recession  in  the  U.  S.  or  Europe 
would  hurt.  Still,  analysts  are  opti- 
mistic. Metal  inventories  are  low: 
At  25,376  tons,  for  instance, 
there's  now  94%>  less  copper  in 
Commodity  Exchange  warehouses 
than  in  1984.  Demand  is  growing 
at  2%  a  year.  And  little  new  capac- 
ity is  coming  on  stream.  "You're 
not  going  to  see  a  lot  of  corpses" 
even  in  a  major  recession,  says 
Ansell.  Metals  miners  have  cut 
costs  so  radically  that  even  in  a 
sharp  downturn  "they'll  earn  close 
to  what  they  did  in  their  last  price 
peak  a  decade  ago,"  agrees  Peter 
L.  Anker,  managing  director  at 
First  Boston  Corp. 
SLEEPER.  Seemingly  assured  of 
near-term  health,  metals  compa- 
nies now  are  planning  for  the  fu- 
ture. For  instance,  Amax  Inc., 
which  in  the  mid-1980s  lost  its 
claim  as  the  No.  1  molybdenum 
producer  to  Cyprus,  has  turned  to 
gold,  now  its  fastest-growing 
product.  Since  1985,  Amax  has 
amassed  nearly  3  million  ounces  of 
reserves  in  the  U.  S.,  including  the 
Sleeper  mine  in  Nevada,  at  $103 
an  ounce  the  lowest-cost  gold  pro- 
ducer in  the  country.  In  April, 
Amax  opened  the  Wind  Mountain 
mine  north  of  Reno. 

Others  are  "exploring  with  a 
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checkbook  instead  of  a  pick,"  says  Rich- 
ard de  J.  Osborne,  chairman  of  Asarco 
Inc.,  which  mines  copper,  lead,  and  zinc. 
In  1986,  Cleveland-Cliffs  raised  its  iron 
ore  reserves  266%  by  buying  Pickands 
Mather  &  Co.  from  Moore  McCormack 
Resources  Inc.  And  Cyprus,  which  last 
July  purchased  Inspiration  Resources 
Corp.'s  Miami  (Ariz.)  copper  facilities,  is 
trying  to  diversify  by  acquiring  Reserve 
Mining  Co.'s  iron  ore  properties. 

At  Asarco,  vertical  integration  is  the 
strategy.  For  100  years,  the  New  York- 
based  company  mainly  smelted  and  re- 
fined lead  and  copper  from  ore  mined  by 
others.  Then  in  the  mid-1980s,  when  its 
suppliers  closed  mines,  Asarco  ran  short 
of  feedstock  and  lost  $442  million  in  four 
years.  Now,  Asarco  is  determined  to 
avoid  a  replay.  In  April,  for  about  $100 
million,  it  bought  49.9%  of  Montana  Re- 
sources Inc.,  which  owns  Anaconda  Co.'s 
former  Butte  (Mont.)  copper  properties. 
As  a  result,  Asarco  now  mines  67%  of 
the  copper  ore  it  processes  and  55%^  of 
the  lead,  up  from  25%  and  5%  four  years 
ago.  By  1992,  Osborne  wants  Asarco  to 
produce  100%  of  the  copper  ore  it  uses. 

Missoula  (Mont.)  contractor  Dennis  R. 
Washington,  who  bought  the  Anaconda 
properties  for  about  $6  million  and  still 


CYPRUS  MINERALS'  BARR:  FIRST-QUARTER 
PROFITS  ROSE  A  STAGGERING  305% 


retains  50.1%  ownership,  turned  them 
around  by  cutting  costs.  For  instance, 
Washington  pays  nonunion  workers  $13 
an  hour  vs.  the  $22  Anaconda  paid  union 
workers,  though  he  has  added  profit 
sharing  that  provides  big  bonuses.  As  a 
result,  Montana  Resources  produces  cop- 
per for  55?  a  pound  vs.  Anaconda's  $1. 


Phelps  Dodge,  North  America's  Ig;- 
est  copper  producer,  has  cut  costs  vii 
technology.  By  substituting  chemical  s- 
traction  for  conventional  processing  it 
has  reduced  expenses  to  55?  a  poui. 
from  85$  in  1984,  and  reductions  il 
continue.  The  company  wants  to  k 
chemical  extraction  for  40%  of  its  cop;? 
processing  by  1992  vs.  25%  now. 

Despite  its  gains,  mining  still  fa-, 
challenges.  One  is  to  find  new  tech 
ogies  to  reduce  costs  further.  But  va 
companies  haven't  raised  research  t:; 
gets  that  were  gutted  in  the  mid-19Js 
"It's  a  difficulty  we'll  have  to  recti:,' 
says  Cyprus'  Barr. 

WAGE  GAINS.  Keeping  a  lid  on  la)r 
costs  is  also  essential.  After  taking 
pay  cuts  three  or  four  years  ago,  w(k 
ers  are  demanding  raises.  Some  90'?'oi 
Cyprus'  employees  got  profit-sharing  o- 
nuses  last  year— plus  4%-  pay  increas 
Management  at  unionized  operation;  is 
being  confronted  with  demands  of  a:- 
nificantly  higher  pay  as  contracts  sn 
expiring  on  June  30.  About  50%  of  IS 
workers  in  nonferrous  metals  still 
unionized,  most  of  them  members  of  it- 
United  Steelworkers.  The  USW  wrti 
wages  restored  to  1986  levels.  And  b- 
servers  think  it  may  succeed. 


IN  THE  KOREAN  BUSINESS  COMMUNITY 
CLOTHES  DONT  MAKE  THE  MAN,  TITLES  DO. 


Ase,  status  and  experience 
are  what  count  in  Seoul.  A 
brisht,  youns  executive  is 
not  impressive.  In  fact,  if  you 
are  settins  up  the  very  first 
meetins  between  two  com- 
panies, try  to  make  sure  at 
least  one  of  the  people  rep- 
resentins  you  is  over  50 
or  quite  hishly  ranked. 

ROOM  WITH  A  VIEW.  If 

you  want  a  hotel  that's  not 
jammed  in  the  center  of  the 
frenetic  city,  but  is  still  only 
moments  from    ^  ^j^^m 
everythins,you  W^fOgm 
should  try  the  WfMM 


Hyatt  Resency  It's  on  a  hill  in 
Namsan  Park,  and  is  lovely 
and  peaceful.  The  best  views 
are  to  the  south. 
747-7  Hannam-dons, 
Yonssan-ku.  Tel:  798-0061. 

SLOWISALWA/S 
BETTER.  Every  meeting  be- 
gins with  a  bit  of  conversation 
and  socializing  before  you  at- 
tend to  business.  Don't  rush 
into  the  agenda;  instead,  take 
the  time  to  make  everyone 
feel  comfortable.  As  you  get 
..^    to  know  each  other, 
^«Mp  things  eventually  will 
start  moving  faster  ■ 


FRANKLY,  MY 

DEAR... If  you     \/I7i- 1 
need  a  break  from  ^Kjpt 
all  your  meetings,  an 
American  movie  could  be 
the  ticket.  Escape  to  the 
Piccadilly-Tel:  765-2245. 

NORTHWEST  NOTES.  We 

offer  you  convenient  daily 
service  to  Seoul  from  over 
200  U.S.  cities.  And,  in 
addition  to  our  all-747  fleet, 
we  give  you  something  no 
other  U.S.  airline  can-the 
insight  that  comes  after  40 
years  of  helping  people  do 
business  in  Asia. 


maiMm  northwest  airlines 


Even  so,  the  coming  wage  increases 
■eady  have  been  offset  several  times 
er  by  big  productivity  increases.  U.  S. 
;tals  mining  employment  had  plunged 
41,100  in  1986  from  103,700  in  1981. 
day,  though  production  is  back  at 
out  1981  levels,  employment  is  still 
;t  49,500,  thanks  to  labor-saving  capi- 
expenditures  and  better  deployment 
work  forces.  Thus  the  wage  gains 
ing  considered  would  amount  to  "real- 
ic  settlements,"  says  George  D.  Rain- 
le,  a  senior  research  analyst  at 
larles  River  Associates  in  Boston. 
iMBLiNG  ON  DEBT.  In  fact,  corporate 
iders,  not  unions,  may  be  the  biggest 
irry  for  mining  companies.  Some  IS 
mths  ago,  Cleveland-Cliffs  had  to  rally 
ickholders  against  David  F.  Bolger,  a 
der  who  wanted  to  oust  its  board. 
50  in  1987,  Newmont  Mining  Corp.  had 
ask  its  major  shareholder — Consoli- 
,ed  Gold  Fields  PLC,  the  British  natu- 
resources  company — to  increase  its 
dings  to  49%'  of  Newmont  to  prevent 
ikeover  by  T.  Boone  Pickens  Jr.  Then 
d  Fields  was  attacked  by  Luxem- 
irg-based  Minerals  &  Resources 
p.,  which  owns  29.6%  of  Gold  Fields 
;k.  That  takeover  stalled  when  a  U.  S. 
trict  Court  in  New  York  granted 
vmont  an  injunction  on  the  grounds 
:  Minorco,  owned  by  Anglo-American 


PHELPS  DODGE'S  YEARLY:  NOW  PRODUCING 
COPPER  AT  5S«  A  POUND  VS.  85C  IN  1984 

Corp.,  the  world's  largest  gold  producer, 
would  violate  U.  S.  antitrust  law  by  ac- 
quiring Gold  Fields. 

Meanwhile,  Phelps  Dodge  may  have  a 
battle  with  Harold  C.  Simmons,  who  in 
April  notified  the  Federal  Trade  Com- 
mission of  his  intent  to  buy  PD  stock. 
And  Inco  seems  on  the  defensive.  In 


January,  to  raise  its  debt-to-capitaliza- 
tion ratio  to  59%  and  discourage  raiders, 
it  borrowed  $500  million  to  help  pay  a 
special  $1  billion  stockholder  dividend. 
Now,  it's  considering  a  second  special 
dividend — a  move  some  think  is  exces- 
sive. "You  can  bulldoze  a  cheese  compa- 
ny and  sell  its  land,"  says  Daniel  A. 
Roling,  a  mining  analyst  at  ML  Capital 
Markets.  But  this  doesn't  work  with  a 
remote  copper  mine.  What's  more,  tak- 
ing on  too  much  debt  can  be  a  danger- 
ous gamble.  "If  copper  falls  to  60$  a 
pound  and  a  raider  has  used  junk  bonds 
to  take  us  over,  he  would  be  in  a  lot  of 
trouble,"  says  Barr. 

While  the  takeover  artists  ponder 
that,  the  industry  is  staying  healthy  in 
part  by  not  doing  what  it  always  did  in 
past  booms.  When  prices  rose,  expensive 
new  mines  were  opened  and  costs  got 
out  of  hand.  "We  were  fat,  dumb,  and 
happy,"  recalls  Barr.  That's  an  era  that 
everyone  swears  is  gone.  "We  won't  al- 
low bad  habits  to  creep  in  again,"  says 
Newmont  Mining's  chairman,  Gordon  R. 
Parker.  Keeping  costs  low  has  become 
an  article  of  faith  for  the  industry,  he 
says,  and  "we've  all  caught  religion." 

By  Sandra  D.  Atchison  in  Deliver,  urith 
Chuck  Hawkins  in  Toronto,  Michael 
Schroeder  in  Pittsburgh,  and  Resa  W.  King 
in  Connecticut 
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.1  tnily great  hotel 
in  the  city's  greatest  location 

Fifth  Avcmie  and  BSth  Street 


The  Leading  I  lot  els  of  the  World 
Toll  Free:  (008)  222-033 


Preferred  I  lotels  Worldwide 
Toll  Free:  (008)  221-176 


Sieigenberger  Reser\ation  Ser\iee 
Toll  Free:  (008)  221-023 


T  (1  r    P  f.  N  ,1  N  S  U  L  A 


r.   The  ? 

Peninsula 

GROUP 


i 


ANTITRUST  LAW  I 


RILL:  A  VETERAN 
WASHINGTON  LAWYER 


PUTTING  THE  'ANTI' 

BACK  IN  THE  ANTITRUST  DIV. 


Appointee  James  Rill  is  likely  to  be  a  pro-enforcement  chief 


If  they  ever  encountered  a  merger 
they  didn't  hke,  the  free-market  aca- 
demics who  dominated  antitrust  poli- 
cy during  the  Reagan  Administration 
didn't  let  on.  The  Reaganites  believed 
that  the  government  should  interfere 
with  business  decisions  only  rarely  and 
confined  their  intrusions  to  attacks  on 
criminal  bid-rigging  and  price-fixing. 
Business,  of  course,  loved  its  eight-year 
fling  with  laissez-faire. 

Now,  James  F.  Rill  is  about  to  change 
all  that.  As  President  Bush's  choice  to 
head  the  Justice  Dept.'s  Antitrust  Div., 
the  veteran  Washington  lawyer  will 
bring  a  pro-enforcement  view  to  the  job. 
The  56-year-old  Harvard  law  school 
grad,  who  has  spent  his  30-year  career 
with  the  same  D.  C.  law  firm.  Collier, 
Shannon,  Rill  &  Scott,  declined  to  dis- 
cuss his  plans  before  his  June  15  Senate 
confirmation  hearing.  But  associates  say 
he  is  likely  to  bring  more  civil  cases  in 
an  effort  to  block  mergers  and  to  en- 
force other  neglected  antitrust  laws. 
Among  Rill's  expected  targets:  transpor- 
tiition,  the  Baby  Bells,  and  insurance. 


"Changes  will  occur  just  about  ev 
where,"  predicts  Charles  F.  Rule,  p. 
recently  left  as  antitrust  chief  and  b^:; 
Rill's  nomination. 

MARCH  ON  SHERMAN.  No  one  expec 
return  to  the  antitrust  enforcemen)o 
the  1970s,  when  trustbusters  stretc^i 
the  law  to  its  boundaries  by  tryinjjt 
block  conglomerate  mergers.  Rati-: 
Rill's  colleagues  say  he  agrees  withp 
Reagan  Administration  view  that  p 
evolution  of  global  markets  makes  >d 
centration  at  home  less  threatening  .n 
deed,  Rill's  first  assignment  from  Apr 
ney  General  Dick  Thornburgh  will  bt< 
modernize  the  99-year-old  Sherman  4ti 
trust  Act  to  reflect  this  change.  The  |:f 
ly  result:  legislation  letting  compaie 
do  joint  manufacturing  and  marketiniC 
such  products  as  high-definition  |k 
vision  and  semiconductor  chips,  'c. 
proposals  already  are  moving  thrc^ 
Congress. 

Rill's  willingness  to  support  su 
loosening,  despite  a  generally  har(jn' 
stance,  demonstrates  his  pragmatjrii 
The  Illinois  native  does  not  sharelh' 
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reflects  over  a  half-century  of  Jaguar 
experience  on  thie  road  and  track. 

Jaguar's  legendary  double  overfiead 
com  engines  first  found  fame  at  the  24 
Hours  of  Le  Mans  endurance  races.  Now 
0  3.6  liter  DOHC  powers  today's  XJ6. 
With  an  engine  of  cast  aluminum  alloy  for 
lighter  weight  and  better  cooling  and 
with  four  valves  per  cylinder  for  improved 
breathing,  this  is  one  of  the  quickest 
Jaguar  sedans  ever  built. 

Ride  and  handling  are  two  other 
areas  for  which  Jaguars  are  well  known. 
Although  the  classic  goals  of  a  smooth 
ride  and  agile,  athletic  handling  are 
inherently  in  opposition,  Jaguar  engi- 
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bile. One  part  of  Jaguar's  unique  solution 
is  found  in  its  four-wheel  independent  sus- 
pension. Patented  pendulum  isolation 
and  computer-controlled  self-leveling 
also  help  produce  Jaguar's  luxurious  ride 
and  excellent  rood  holding  characteris- 
tics. Up  front,  Jaguar's  power-assisted, 
rack-ond-pinion  steering  provides  the 
driver  with  quick,  positive  response  with 
a  remarkable  degree  of  road  feel. 

Rich  in  comforl,  convenience  and  Old 
World  craftsmanship,  the  XJ6  cabin  is 
graced  with  hand-polished  burl  walnut 
fascia,  console  and  door  inserts.  The 
seats  are  faced  with  the  finest  leather. 
A  computerized  climate  control  system 
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incoming  humidity  to  your  liking.  An  80- 
watt,  six-speaker  stereo  receiver  and 
tope  deck  with  Dolby'®  provide  a  quality 
of  sound  that  rivals  a  live  performance. 

To  test  drive  this  latest  refinement  of 
the  breed  and  for  information  on  Jaguar's 
extensive  three-year/36, 000-mile  war- 
ranty, see  your  dealer.  He  can  provide 
details  of  this  limited  warranty,  appli- 
cable in  the  USA  and  Canada,  and 
Jaguar's  uniquely  comprehensive 
Service-On-Site"'^  Roadside  Assistance 
Plan.  For  the  name  of  the  dealer  nearest 
you,  call  toll-free:  1 -800-4-JAGUAR. 
Jaguar  Cars  Inc.,  Leonia,  NJ  07605. 

ENJOY  TOMORROW.  BUCKLE  UP  TODAY. 


Whether  it's  a  swift 
horse,  a  smart  hound 
or  an  agile  car,  the 
English  have  long 
known  the  importance 
of  good  breeding. 


How  to  record  a  star^  160,000 
li^-year§  a>^p  ./ 


Astronomers  smdy  supernovas  m  the  hope  of 
learning  more  about  the  birth  of  the  universe. 

So  when  Supernova  198 7A  burst  into  glory, 
the  scientific  community  immediately  turned  to  a 
Japanese  satellite  named  Ginga.  High  above  Earth, 
it  collects  X-ray  emissions  and  other  pertinent  data 
which  could  prove  cmcial  in  their  quest. 

At  the  heart  of  Gmga  -  Hitachi's  magnenc 


bubble  memory  recorder.  It  can  withstand  tha  ^ 
est  environments.  Radiation.  Solar  wind.  Ex:e 
temperatures.  ,  la 

Which  is  perhaps  to  be  expected.  We  ro 
world  leader  m  magnetic  bubble  memory 
nology.  Always  have  been.  t' 

Of  course,  some  stars  are  much  closer  ' 
home.  And  Hitachi  shines  here,  too.  Our  d)!^.;,^^ 


UIH9  HilJchi,  Ltd  All  nghls  reserved 


How  to  record  a  star 
right  at  home. 


One  day,  this  boy  s  children  will  watch  his  first  steps 


ideo  cameras  are  responsible  for  revolu- 
the  family  photo  album, 
le  delivering  image  quality  that's  out  of 
v  d. 

^1  f  this  is  explained  by  the  fact  we're  a 
f(  illion  company*  We're  involved  m  science. 
r(  cs.  Communications.  Transportation, 
c  .  Most  everything,  in  fact. 


It  goes  to  show  that  Hitachi  is  as  adept  at  creat- 
ing products  that  are  light-years  apart  as  we  are  at 
creating  technologies  that  are  light-years  ahead. 

*US$45.736  million;  net  sales  for  che  year  ending  March  31  1988  L1S$1  =  ¥125 

0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan 


PRESERVATION 

PLAN  ON  IT 


BELLE  GROVE  MIDOLETCWN  VA  A  NATIONAL  TRUST  PROPERTY 


Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 

Make  preservation  a  blueprint  for  the  future. 

Write.- 

•fl"        National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 

«8  3MSINESS  WEEK/JUNE  19,  1989 


I 

^  f 


Chicago  School's  almost  messianic  de  - 
tion  to  free-market  theories.  Indeed, 
only  strain  of  fanaticism  in  his  well-te;^ 
pered  life  seems  to  involve  Civil 
history  and  sports.  A  former  Dartmoi 
College  football  lineman,  he  is  no 
devotee  of  scuba  diving,  friends  say, 
recently  cajoled  nearly  the  entire  m; 
agement  team  of  the  American 
Assn.'s  antitrust  section  into  a  sou 
diving  expedition.  Colleagues  say  t] 
can  tell  which  phase  of  the  Civil  War  ] 
is  studying  by  the  obscure  metaphors 
draws  during  legal  strategy  sessions, 

Rill  is  expected  to  bring  high  st 
dards  to  the  division  at  a  time  w\ 
ethics  is  a  volatile  issue  in  Washingt 
In  the  1970s,  as  part  of  a  legal  te 
defending  supermarket  chains  agai 
price-fixing  charges  brought  by  b 
producers,  some  defense  lawyers  argi 
that  the  other  side's  request  for 
dence  didn't  include  some  potentis 
damaging  documents.  Rill  insisted  t 
everything  be  turned  over.  "A  lot  of  p 
pie  would  have  taken  the  easy  way  oi 
says  Richard  W.  Odgers,  who  then 
resented  Safeway  Stores  Inc.  and  is  n 
Pacific  Telesis  Group's  general  couns 

This  tendency  to  play  by  the  book 
be  the  key  change  Rill  brings  to  the  j 
Experts  say  that  if  the  antitrust  calls 
close.  Rill's  instinct  will  be  to  bloclja 
deal.  "It  will  be  a  little  more  difl!icultp  J 
get  mergers  through  with  Rill  interpt-  / 
ing  the  guidelines,"  says  Robert  i-  / 
tofsky,  an  antitrust  specialist  and  dai' 
of  Georgetown  University's  law  scha. 
Rill  also  may  go  after  companies  tit 
cut  prices  to  drive  out  rivals  or  manuii- 
turers  that  pressure  distributors  to  bp 
prices  high.  Under  Reagan,  no  case  v 
brought  in  either  area. 
RESERVATIONS.  Rill's  first  big  test  cod 
come  in  the  transportation  industry.  Is 
year.  Justice  inherited  the  Transpou- 
tion  Dept.'s  authority  to  review  merg'S 
in  the  airline  industry.  Now  under  stiy 
is  a  proposed  merger  of  the  compu  '- 
ized  reservation  systems  of  Delta  (i 
Lines  Inc.  and  American  Airlines  ]z. 
The  combination  would  create  a  sire 
system  controlling  44?'  of  the  marit 
making  it  the  largest  in  the  Indus; 
The  single  system  would  also  provide 
competitive  edge  when  travel  age'i 
book  customers,  since  it  would  )t 
American  and  Delta  flights  first.  H 
ready,  state  attorneys  general,  who  t'k 
over  as  the  antitrust  police  in  the  Bi 
gan  era  and  with  whom  Rill  hopesx 
repair  relations,  have  urged  Justicex 
oppose  the  merger. 

In  the  criminal  area,  Rill  is  expecteiM 
keep  the  heat  on  industries  that  eng^frv-  ,, , 
in  bid-rigging  or  price-fixing.  Andp|jg.;|j':; 
may  branch  out  beyond  the  small  fji,.'.,^'  |- 
ernment-contractor  cases  favored  ur^j ™" 
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Just  AFfew  Of  The  Peripherals 
AltDs  Computers  Work  Well  With. 


lo  matter  what  tools  you  use  to  perform  your  job,  there's 
Altos  computer  to  help  you  get  more  out  of  them. 
Jtos  multi-user  computer  systems  are  based  on  Intel's' 
?erful  386"  microprocessor  and  integrate  industry 
idard  UNIX'  and  MS-DOS  software.  Which  gives  you 
§!  ?ss  to  an  endless  array  of  the  most  powerful  software 
c  lications  available,  including  many  developed  specif- 
i  y  for  Altos. 

0  whether  your  desk  is  in  a  wholesaling  operation, 
f  manufacturing  floor,  in  a  medical  or  dental  practice, 
c  1  corporate  headquarters,  Altos  has  a  solution  to  help 
y  do  whatever  you  do  better. 

'  etter  yet.  Altos  computers  are  supported  by  more  than 
a  Dusand  Altos  Value  Added  Resellers,  who  will  con- 
fi  re,  customize,  install  and  service  your  entire  system. 


The  Altos  386  Series  500, 1000  and  2000  family  can 
handle  up  to  64  users.  And  any  program  that  runs  on 
one  Altos  computer  will  run  on  them  all. 

For  more  information  on  Altos  and 
the  name  of  the  nearest 
VAR  specializing  in  your 
area  of  business,  just  call 
1-800-ALTOS-US. 

We'll  work  well  with  you 
no  matter  what  you  do. 


UNIX  is  a  registered  trademark  of  AT&T  MS-DOS  is  a  registered  tr3demark  of  Microsoft  Corporation.  Intel  and  386  are  registered  trademarks/ trade  marks  respectively  of  Intel  Corporation. 

The  Altos  Logo  is  a  trademark  of  Aitos  Computer  Systems,  C 1989.  Altos  Computer  Systems. 


First 
Anniversary. 


Second 
Anniversary. 


Third 
Anniversary. 


Fourth 
Anniversary. 


Certainly  she  likes  your  annual 
.1       gift  of  a  nightgown. 
But  she'd  have  to  be  Rip  Van  Winkle 
^         to  use  all  of  them. 


This  year,  tell  her  you'd  marry  her  all  over  again. 
%      The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 


Suggested  retail  price  for  rings  $2.500-$6,000. 
For  more  information,  call  800  777-8220. 

*fT».  BEST  PRODI  CTSf  and  MtT  J»wtrlr>»  are  rcgi>l<-rcd 
!t*^^  ice  mark»  of  Benl  Producls  Co..  Inc..  a  VA  Corp. 


beSTbeST7«^« 


McGRAW^HILL  ^ 


to-thc-minutc  business  news.  Online  and  ni  time 
for  you  to  do  something  about  it.  It's  news  about  specific 
companies  and  industries;  the  economy,  stock  markets, 
government — plus  its  implications  for  your  business.  It's  avail- 
able through  Dialcom,  CompuServe,  DIALOG,  DRI,Telemet 
or  direct  to  your  mainframe.  For  a  FREE  brochure  call     W,  f,  'M| 
us  toll-free  at  1-800-426-0647.  And  get  the  news. 


Reagan  by  taking  action  against  la 
nationally  known  entities.  He  also 
bring  criminal  contempt  charges  agg 
one  or  more  of  the  Baby  Bells  for 
fully  violating  the  consent  decree 
governs  the  breakup  of  American  [ 
phone  &  Telegraph  Co.  The  court  o 
bars  the  Bells  from  entering  the  m 
facturing,  information  services 
long-distance  businesses.  A  Justice  I 
source  says  that  a  grand  jury  prob( 
gun  under  Rill's  predecessor  is  a 
completed  and  that  charges  are  1: 
against  more  than  one  company.  N; 
Corp.  acknowledges  an  investigj 
over  its  purchase  of  Telco  Researc 
Nashville,  which  makes  software 


Trom  Database  Magazine 
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Rill  may  bring  criminal 
contempt  charges  against 
or  more  of  the  Baby  Bells 
violating  the  consent  dec 


managing  telecommunications  netw 
Nynex  says  it  didn't  violate  the  de 
Rill  may  also  try  to  push  throu 
radical  change  in  the  federal  gc 
ment's  relations  with  the  insurancji: 
dustry.  Since  1945,  the  industry  hae 
joyed   an   exemption   from  fecjr 
antitrust  law.  But  as  former  head  oi^ 
aba's  antitrust  section,  Rill  helpedjn 
suade  the  House  of  Delegates  in  Fk 
ary  to  vote  for  repeal  of  the  exemiio 
He  feels  such  exemptions  are  dang(j 
in  any  industry. 

RARE  BLEND.  A  similar  push  with 
makers  could  set  off  a  bloody  batt| 
Capitol  Hill,  where  the  industry  is  "k 
campaign  contributor.  But  Rill  will  ft 
support  from  Democrats  who  ov' 
the  Antitrust  Div.  That  could  help 
relations  between  the  division  andk 
gress,  which  were  badly  strained  id 
Reagan.  In  fact,  last  year,  the  In 
Judiciary  Committee  asked  the  Geei 
Accounting  Office  to  study  whlh 
economists  at  Justice,  not  lawyers, 
making  law-enforcement  decisionsa 
whether  the  division  had  ignored  it')^ 
merger  guidelines. 

Rill's  appointment  is  likely  to  d'u 
such  concerns.  He'll  bring  to  the  b 
blend  of  views  rare  in  the  past  20 
a  healthy  respect  for  antitrust  laws* 
pered  with  the  realization  that  U. 
dustry  needs  enough  flexibility 
more  competitive  overseas.  His  ptc: 
will  fall  somewhere  between  1970s  it 
ism  and  the  laxity  of  the  '80s.  f' 
two  decades  of  extremism,  that  m' 
a  relief. 

By  Paula  Dtryer  m  Washt-lt 
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IfyourWOO 
portfolo  is  treated  like  this, 

consult  us. 


Many  financial  institutions 
can  manage  your  portfolio.  But 
getting  a  variety  of  specialized 
services  you  may  need,  and 
want,  is  anotfier  matter. 

That's  why  we  created  the 
Merrill  Lynch  Consults™  Service, 
to  make  available  to  you  individ- 
ualized portfolio  management, 
along  with  other  related  services. 

Your  Merrill  Lynch  Financial 
Consultant  can  work  with  you  to 
help  identify  your  investment 
objectives  and  the  degree  of  risk 
you're  willing  to  take.  Then  they'll 
help  identify  a  portfolio  manager, 
from  among  those  participating 
in  our  service,  whose  experience 
and  philosophy  match  your 
objectives. 

You'll  also  receive  a  detailed 
quarterly  performance  evaluation 
which  you  can  review  with  your 
Financial  Consultant,  along  with 

®1989  Memll  Lynch,  Pierce,  Fenner  &  Smilh  Inc  Member  SIPC 


monthly  account  statements.  You 
can  use  this  information  to  redi- 
rect the  efforts  of  your  individual 
portfolio  manager,  if  necessary 
And,  if  you  have  any  questions, 
you  can  call  your  portfolio  man- 
ager directly 

The  Merrill  Lynch  Consults 
Service  is  part  of  our  ongoing  com- 
mitment to  meet  our  client  needs. 


For  more  information,  and  help 
with  a  risk  evaluation,  return  the 
coupon.  Or,  for  a  faster  response, 
call  us  or  your  Financial  Consul- 
tant today 

Merrill  Lynch.  For  the  services 
you  deserve. 

1800  637-7455,  ext.  5842 


r 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner  and  Smith  Inc.,  Response  Center, 
P.O.  Box  30200,  New  Brunswici<,  NJ  08989-0200 

Please  send  me  more  information  about  the  Merrill  Lynch  Consults™  Service. 


Name. 


Address- 
City  


State  

Home  PhoneL 


-Zip_ 


) 


Merrill  Lyncti  customers,  please  give  Itie  name  and  location  of  your  Financial  Consultant. 


Merrill  Lynch 

A  tradition  of  trust. 
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MORE  COMPANIES  ARE 
CHUCKING  THEIR  COMPUTERS 


An  old  strategy,  time-sharing,  is  back  with  a  new  wrinkle 


In  1986,  Foodmaker  Inc.  faced  a 
cash  crisis.  Its  parent  company, 
Ralston  Purina  Co.,  was  pur- 
chased by  British  Petroleum  Co.  And 
Foodmaker,  which  runs  the  Jack  in 
the  Box  and  Chi-Chi's  fast-food 
chains,  went  private  in  a  $175  million 
leveraged  buyout.  Soon,  its  long-term 
debt  surged  past  $300  million,  and  it 
found  itself  too  pressed  even  to  buy 
computers  for  bookkeeping  and  fi- 
nancial analysis,  which  had  been  done 
at  Ralston's  corporate  data  center  in 
St.  Louis. 

So  Foodmaker  junked  the  idea  of 
buying  computers.  Instead,  it  signed 
on  Litton  Computer  Services  to  do  its 
data  processing.  That  avoided  the  ex- 
penditure of  $2  million  on  a  computer 
center.  "And  we're  paying  17%  less 
for  data  processing  than  we  did  the 
last  full  year  with  Ralston,"  says  Ter- 
ry Babbitt,  Foodmaker's  vice-presi- 
dent of  information  services.  "We've 
cut  $180,000  in  salaries  alone  for  the 
six  staffers  we  let  go." 
ENTICING  SHIFT.  Foodmaker  is  in  the 
vanguard  of  a  rapidly  growing  trend. 
Outsourcing,  or  using  external  com- 
puting centers  to  handle  internal 
data,  is  becoming  a  favorite  strategy 
for  companies  in  transition — those  in- 
volved in  LBOs,  mergers,  acquisitions, 
or  just  needing  to  cut  costs.  Custom- 
ers realize  big  savings  from  outsourc- 
ing because  it  lets  them  reduce  over- 
head, forgo  expensive  equipment 
maintenance,  and  avoid  buying  big- 
ger computers  each  time  data  pro- 
cessing demands  grow.  With  out- 
sourcing, customers  pay  only  for  the 
share  of  the  computer  they  use,  and 
if  they  need  more  space  on  the  ma- 
chine, they  just  ask  for  it.  That,  says 
Norman  Weizer,  a  senior  consultant 
at  Arthur  D.  Little  Inc.,  "allows  a 
company  to  use  limited  resources  to 
build  more  capital  instead  of  sinking 
these  resources  into  computers." 

It  also  lets  veteran  computer-ser- 
vice bureaus  such  as  Litton  and  Mc- 
Donnell Douglas  Information  Sys- 
tems Co.  make  money  from  an  old 
concept.  These  companies  were  lead- 
ing providers  of  time-sharing  in  the 
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OPTING  FOR 
OUTSOURCING 


FOODMAKER 


Instead  of  building  a  data  center  from  scratch 
after  a  leveraged  buyout  in  1986,  the  fast-food 
company  farmed  out  its  computing.  The  com- 
pany's data  processing  costs  are  down  17%. 

 AMERmM  STANDARD  

The  industrial  manufacturer  shut  down  its  cor- 
porate data  center  after  an  LEO  last  March, 
cutting  35  staffers,  selling  the  computers,  and 
leasing  the  facility.  Then,  the  company  farmed 
out  its  financial  and  payroll  information.  Sav- 
ings are  $2  million  per  year. 
 COPPERWEID  

Short  on  revenues  when  the  steel  industry 
turned  sour  four  years  ago,  Copperv.'eld  closed 
its  data  center  and  laid  off  50  staffers  before 
farming  out  its  computing  requirements.  The 
company's  systems  budget  has  been  chopped 
from  $8  million  to  $4  million. 

DATA;  BW 


1960s  and  1970s,  serving  as  the  complig 
computing  arm  for  businesses  tljt 
couldn't  afford  their  own  machines.  l!t 
customers  were  at  the  mercy  of  te 
time-sharing  company's  software.  Ai 
when  the  price  of  hardware  tumbled; 
the  early  1980s,  the  advantages  of  tirj 
sharing  disappeared.  McDonnell  Do- 
las'  time-sharing  revenues  slipped  5% 
nually  from  the  late  1970s  through  II 
So  time-sharing  companies  came 
with  an  idea:  outsourcing.  You  de 
op  your  own  software,  they  told 
tomers,  and  be  the  master  of  yi 
computer  strategy.  We'll  just  run 
This  shift  proved  enticing.  During 
1988  LBO,  for  instance,  Trane  Co. 
manufacturer  of  air  condition* 
shut  down  three  computer  cen 
laid  off  35  staffers,  and  hired  Mc' 
nell  Douglas  as  its  outsourcer  to 
tune  of  $5  million  annually  for 
next  five  years.  McDonnell  Douj 
now  has  400  customers,  and  its  3| 
million  in  computer-services  reven' 
is  growing  by  11%  per  year.  Li 
sales  are  up  to  $100  million  and  gHi 
ing  25%  annually.  Even  four-year-j( 
Genix  Enterprises  Inc.,  a  spinoffj* 
National  Steel  Corp.,  turned  a  $5  il: 
lion  profit  on  revenues  of  $27  mil;! 
for  the  fiscal  year  ended  last  Mart 
Customers   are  taken  with  (I 
sourcing's  possibilities.  "It  lets  us 
cus  dollars  and  creative  manpower 
developing  software  that  can  h 
the  most  impact  in  our  businei 
says  Gary  J.  Biddle,  corporate  v 
president  of  information  systemsii 
American  Standard  Inc.,  which  '|i 
involved  in  a  1988  LBO.  Since  it  be 
outsourcing,  the  maker  of  plumb: 
building,  and  transportation  gi 
has  cut  its  information  systems  C(4 
by  $2  million  annually. 
'HUBRIS.'  The  economics  of  the  m 
frame-computer  business  helps 
plain  why.  Mainframe  manufactui 
continue  to  charge  dearly  for 
software  to  run  their  computers,  el 
as  prices  of  their  machines  drop! 
some  cases,  the  cost  of  a  mainfrar 
operating  system,  or  basic  softwl 
amounts  to  as  much  as  11%  of 
price  of  the  overall  system.  For  ni 
of  Litton's  customers,  says  John  ( 
worth,  vice-president  of  business 
velopment,  "these  would  be  unh 
able  prices  to  pay."  And,  outsour 
pick  up  the  tab  for  operating  syst 
software. 

Perhaps  the  most  ironic  twist  ini 
outsourcing  boom  is  that  at  irjl 
companies  its  leading  proponen 
the  chief  information  officer.  Tip 
managers  oversee  corporate  comji 
ing  centers  and  generally  wani 
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iderlying  Strength. 


Amidst  the  shifting  currents  of  today's  financial 
markets,  Bank  of  America  stands  on  a  solid 
foundation  of  experience,  it  enables  us  to  look 


at  your  goals  with  a  long-range  perspective.  To 
see  opportunities  that  may  not  be  clear  to  others. 
And  to  deliver  the  support  you  need  to  seize  them. 


jolden  Gate  Bridge, 
I!  igraphed  by  Alan  Ross. 


m 

Bank  of  America 


Come  to  one  of  the  world  s 
great  resorts.Or,  for  ten 

Qollars,  it'll  come  to  you. 


The  Kahala  Hilton  VideoTbur 


mmmm&mmmmmmmmmmimmismmmm 


One  phone  call,  and  the  Kahala's 
VHS  video  tour  is  on  its  way.  Then  just 
take  off  your  shoes,  turn  down  the 
lights  and  enjoy  a  sneak  preview  of  your 


To  order,  call  1-800-657-7940.  Outside 
theU.S.,  call  1-808-734-2211. 


next  vacation. 


HAWAII 


There's  one  news  analysis  program  considered  "can't  miss"  by  Washington  officials. 
The  McLaughlin  Group. 

Among  its  chief  assets  are  the  wit  and  intellect  of  John  McLaughlin,  Eleanor  Clift, 
Fred  Barnes,  Morton  Kondracke,  Pat  Buchanan  andjack  Germond. 

They  provide  insightful,  often  prescient,  political  commentary  on  the  most  up-to- 
the  minute  developments.  Often  with  heated  exchanges. 

So  tune  in  to  The  McLaughlin  Group.  It's  comprehensive,  contentious  and. . . 
contagious. 

Made  possible  by  a  g^rant  from  GE. 

THE  McLAUGHUN  GROUP 

YifWfj^  Check  your  local  listing  for  station  and  time 

m 


We  bring  good  things  to  fife. 


protect  them.  But,  more  than  the  ata 
processing  techies  they  have  repLeu, 
they  are  also  obligated  to  help  the  nn 
pany  achieve  its  business  goals,  ,'ut- 
sourcing  might  shred  the  data  pros; 
ing  department,  but  ClOs  usually  s;  it 
as  a  way  to  save  money — and  spot?!;- 
themselves.  "It's  hubris  to  keep  a  ie: 
in  place  if  it  hurts  the  company  fmai^i 
ly,"  says  Biddle.  "It  may  be  a  harc.e 
son  to  learn,  but  you  don't  really  ha  ■ 
own  the  hardware  to  prove  you  n 
value  to  your  company." 

Although  outsourcing  is  on  the  iS: 
many  analysts  are  viewing  it  with  ser 
ticism.  To  them,  it's  a  Band-Aid  for  )r: 
panies  that  are  on  the  ropes.  On;  j 
company  becomes  healthy,  they  aC|ii' 
will  want  the  control  that  comes 
running  its  own  computers.  Says  D| 
M.  Brophy,  a  director  of  informi 
technology  at  systems  consultant  aJ 
Young:  "Computing  systems  are  sol 
tegic  to  a  company's  survival  that] 
thriving  companies  could  compete 
out"  having  their  own. 
VICTIMS.  Not  so,  counters  Williaij 
Morgan,  Copperweld  Corp.'s  vice-] 
dent  of  information  systems.  CoJ 
weld  was  an  ailing  company  four  3 
ago  when  it  started  outsourcing.  " 
we're  one  of  the  m.ost  vibrant  playe 
the  steel  industry,  and  I  just  reni 
my  outsourcing  contract."  He  saysl 
it's  worth  using  outsourcers  to  avoijj 
problems  involved  in  maintaining 
ware  and  software,  managing  worl 
and  worrying  about  computer  downl 

Outsourcing  has  its  victims:  the  [ 
sands  of  computing  center  emplc 
who  have  been  laid  off.  Indeed, 
group  is  growing  so  quickly  that  son 
the  fledgling  industry  are  developi^ 
conscience  about  them.  Genix  reel 
started  a  free  placement  service  | 
finds  jobs  for  displaced  workers, 
outsourcers,  though,  say  that  dat 
cessing  jobs  are  scarce  these  daysj 
that  placement  programs  are  unlike 
be  very  successful.  Says  F.  Mark 
mann,  senior  vice-president  of  sys[i 
integration  at  McDonnell  Douglas: 
best  we  can  say  is  that  as  more  colpi 
nies  use  our  services,  we  hire  moreW 
off  data  processing  people." 

Now  that  outsourcers  are  able  topg 
on  upwardly  mobile  customers,  jie 
challenge  is  to  convince  corporap 
without  checkered  records  that  m 
don't  need  their  own  computers,  h; 
will  take  some  persuasion.  Many  co  p 
nies  compare  the  size  of  their  infdi 
tion  systems  with  that  of  the  cone 
tion  as  a  gauge  of  success.  Buttl 
outsourcers  feel  they  hold  the  t  n 
card:  Savings  speak,  and  the  nuiie 
are  in  their  favor. 

By  Jeffrey  Rothfeder  in  New  joi 
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AN 
IMPROVED 
BUSINESS 
PICTURE. 


Picture  this:  a  computer  with 
the  power,  speed  and  VGA  graphics 
capability  of  a  high-performance 
desktop  PC,  that's  small  enough  to 
slip  into  a  desk  drawer. 

That's  the  beauty  of  the 
Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophis- 
ticated laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  archi- 
tecture, and  it's  IBM  compatible. 
And  you  can  choose  your  operating 
system -MS  DOSf  MS  OS/2* 
or  Unix? 

It's  like  having  an  entire 
computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a 
briefcase,  you  can  access  your 
office  mainframe  anywhere  you  go. 

Our  laptop  is  only  one  example 
of  how  we  do  business.  Because 
every  piece  of  business  equipment 
we  make,  from  copiers  to  fax 
machines,  to  phone  systems,  are 
all  designed  around  one  central 
idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 


Intel  IS  a  trademark  of  Intel  Corporation  Unix  is  a  registered 
trademark  of  American  Telephone  and 
Telegraph  Company  IBM  is  a  trademark  of  International 
Business  Ivlachines  Corporation  IVIS  DOS  and  fvIS  OS/2 
are  registered  trademarks  ol  Microsoft  Corporation 


In  Touch  with  Tomorrow 

TOSHIBA 

For  more  information  write,  Toshiba  America  Inlor'mation  Systems,  Inc.,  9740  Irvine  Blvd.,  Irvine,  CA  92718  or  call  1-800457-7777 

U  
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LITTLE  QUARTERDECK 
THROWS  ITS  WEIGHT  AROUHD 


A  new  patent  may  force  big  software  makers  to  pay  royalties 


Therese  E.  Myers  isn't  the  kind  to 
forgive  and  forget.  Back  in  the  fall 
of  1984,  when  Myers,  president  of 
Quarterdeck  Office  Systems,  launched 
the  software  startup's  initial  product  on 
a  $14,000  budget,  she  recalls  being 
brushed  off  by  the  chairman  of  Micro- 
soft Corp.  "Bill  Gates 
said  we'd  never  make  it," 
recalls  Myers.  "Now  he's 
an  expert  witness  to  our 
success." 

Indeed,  Myers,  44, 
thinks  she  may  have  the 
33-year-old  Gates  and  his 
Redmond  (Wash.)  compa- 
ny over  a  barrel.  In  April, 
Quarterdeck  won  a  U.  S. 
patent  for  technology 
used  in  Desqview,  its  pro- 
gram written  by  Gary  W. 
Pope,  38,  the  company's 
co-founder.  The  $129 
package  makes  it  possi- 
ble to  work  on  several 
tasks  at  once  by  isolating 
them  in  numerous  so- 
called  windows  on  a  per- 
sonal computer's  screen. 


"The  patent  will  be  used  as  a  sword 
against  them,"  promises  Quarterdeck 
lawyer  Gary  A.  Hecker. 

Quarterdeck's  pursuit  of  Microsoft 
goes  back  half  a  decade.  In  1984,  an 
early  version  of  Desqview  reached  the 
market  just  before  Microsoft's  Windows, 


POPE  AND  MYERS:  ESTIMATES  OF  LICENSING  FEES  RUN  AS  HIGH  AS  $50  MILLION 


Quarterdeck  contends  that  the  patent 
will  force  other  software  makers  that 
mimic  its  technology  to  pay  millions  in 
royalties.  That  money  is  enormously  im- 
portant to  Quarterdeck,  which  had  reve- 
nues of  just  $12  million  last  year  and 
operates  from  cramped  headquarters  in 
the  beach  community  of  Santa  Monica, 
Calif. 

SWORD  FIGHTS.  Just  when,  and  from 
whom,  the  privately  held  company  is  go- 
ing to  get  all  this  money  is  still  open  to 
question.  Quarterdeck  says  its  lawyer  is 
negotiating  licensing 
agreements  with  at  least 
half  a  dozen  software 
companies — but  it  won't 
ay  which  ones.  It  does 
-ay  that  it  hasn't  yet  met 
v.uh  Microsoft,  which  ex- 
liects  to  remain  unaffect- 
ed 'oy  the  new  patent,  ac- 
cording to  Microsoft's  in- 
housc  counse  ,  William 
H.  Neukom.  But  that 
hasn't  kei)t  Quarterdeck 
from  beating  its  chest. 


QUARTERDECK'S 
RUNNING  START 

ESTIMATED  ^| 
REVENUES 

o-IJHBb  BHI^  HHL 


YURS  ENDING  SEPT.  30 
'87 


AMILIIONSOF  DOIURS 


which  also  can  perform  multiple  tasks. 
Microsoft's  huge  marketing  resources 
nearly  buried  Quarterdeck,  and  Myers 
considered  bankruptcy.  "The  survival 
odds  were  awful,"  she  recalls.  Things 
have  improved  a  bit  since  then.  Market 
researcher  Dataquest  Inc.  says  that  last 
year.  Quarterdeck  sold  240,000  copies  of 
Desqview,  vs.  Windows'  sales  of  1  mil- 
lion copies.  Still,  only  2%  of  all  PC  buyers 
own  Desqview,  says  researcher  Info- 
Corp,  whereas  7%  own  Windows. 
Myers  says  Quarterdeck  did  manage 
its  first  operating  profit 
in  1988.  But  it  hasn't 
come  close  to  recouping 
its  $6  million  in  startup 
costs.  That's  why  the  pat- 
ent is  so  important:  A 
Quarterdeck  investor  pro- 
jects that  the  company 
could  reap  $50  million  in 
fees  within  10  years. 

That  might  give  it 
enough  money  to  build 
on  the  small  but  enthusi- 
astic following  for  Desq- 


DATA:BW 


view.  "I  couldn't  live  without  it,' 
John  R.  Garman,  an  information 
tems  planner  at  NASA's  Johnson 
Center  in  Houston.  Customers  sa\jt 
software  can  run  as  many  as  65 
grams  on  a  screen  at  once.  Wm\ 
runs  multiple  screens,  too,  but  Qu? 
deck's  Desqview  has  one  big  advan| 
It  already  is  designed  to  work 
about  90%  of  the  applications  progi 
now  on  the  market.  By  contrast,  to  I 
advantage  of  all  of  Windows'  feat 
software  packages  must  be  rewi  fi 
specifically  for  it. 

Quarterdeck  is  launching  a  new  t-s 
strategy  to  communicate  these  a(  tw- 
tages  to  PC  buyers.  In  the  past,  i1  ji^ 
relied  primarily  on  mail-order  i  js 
through  ads  in  trade  books.  But  it  isi 
to  double  its  five-p(  pr 
sales  force  this  yeai[ 
believes  that  its  nev 
ent  will  help  boost 
to  retailers.  Next  m| 
Quarterdeck  will  op 
plant  in  Ireland, 
should  help  it  hold 
costs  and  sell  more  - 
of  Desqview  in  Ei 
which  now  account 
15%  of  the  comp# ; 
sales.  The  goal  is  UV-i 
pel  overseas  sales  tc!^' 
of  revenues  by  1990  V' 
ers  says. 

Another  key  pai 
Quarterdeck's  stratti 
to  forge  alliances 
computer  makers,  m' 
will  ship  the  softa  ■ 
with  their  machine 


1986  deal  with  AST  Research  Inc.  bo.', 
sales  dramatically,  and  Quarteie 
hopes  a  new  arrangement  with  Tcii 
America  Inc.,  which  is  bundling  •-. 
view  with  its  T  5200  laptop,  will  ha\  t 
same  effect.  Advanced  Logic  Ress, 
Inc.  in  Irvine,  Calif.,  also  includes  *i) 
view  with  the  3,000  PCs  it  ships  mo  hs 

Quarterdeck  executives  know  lit' 
need  to  expand  their  product  li: 
avoid  becoming  one  of  countless  k 
tique  software  makers — companies  i 
can't  get  beyond  one  or  two  succ(S< 
products.  Indeed,  some  70%  of  Qut' 
deck's  sales  come  from  Desqvie\ 
guard  against  the  day  when  those  al> 
slip.  Quarterdeck  is  working  on  api' 
tions  software  for  local  area  netwk 

Many  think  the  company's  bigge-i- 
set  is  Myers.  Says  Quarterdeck 
man  Frank  LaHaye,  a  venture  capi  l^ 
"Terry  has  the  tenacity  of  a  guerlbi. 
That's  a  fact  that  Microsoft  and  (lei 
will  likely  discover  as  Myers  comecjii 
ing  with  her  new  patent. 

By  Patrick  Cole  in  Santa  Moniccwi 
Deidre  A.  Depke  in  New  York 
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WHEN  YOU  THri\IK  OF  YOUR  CARRIER 
AS  AN  EXTENSION  OF  YOUR  RUSINESS, 
YOU'RE  RIGHT  ON  THE  YELLOW  LINE. 

Our  goal  at  Yellow  Freight  is  to  handle  your  shipments  the  way  you  want  us  to. 
Pick  them  up  on  time.  Deliver  them  on  time.  Claims-free.  Our  sleeves  are  rolled  up 
and  we're  working  hard.  Because  we  want  you  to  know  that  every  time  you  put  a 
shipment  on  the  road,  you '11  be  right  on  the  Yellow  Line. 


YOU'RE  RIGHT  ON 
IflE  YELLOW  LINE 


Yellow  Freight  System,  Inc. 


'hey  will 
njoy  the 
nits  of  our 
^search. 


The  year  2010  may  seem  far  off.  But  there  is  one  prophecy  we 
can  make  right  now:  energy  economy,  transportation,  and  envi- 
ronmental protection  issues  will  be  no  less  important  than  they 
are  today. 

As  a  world  leader  in  electrical  engineering,  we  focus  our 
research  and  development  efforts  on  these  areas.  The  results 
have  far-reaching  effects. 

Take  our  ingenious  burners  and  combustion  chambers  for 
fossil  fuels,  for  example.  They  offer  extremely  low 
emission  values  of  pollutants,  and  provide  customers 
with  the  most  modern  power-generation  equipment  for  new  plants, 
or  the  upgrading  of  existing  ones. 

Or  take  ceramic  fuel  cells,  which  convert  the  latent  energy 
potential  of  fuels  directly  into  electrical  power.  Their  use  in  power 
generation  will  lead  to  spectacular  increases  in  efficiency  and  mini- 
mize CO2  emissions. 

Novel  semiconductor  devices  and  power  electronic  systems 
will  play  an  important  part  in  future,  safe,  high-speed,  rail  trans- 
portation systems,  both  in  and  between  major  cities.  And  emission- 
free  electric  vehicles  will  become  a  practical  alternative  to  today's 
cars  with  internal  combustion  engines. 

The  $1.5  billion  we  invest  annually  in  research  and  develop- 
ment of  this  kind  is  not  only  of  benefit  to  our  customers  in  terms 
of  immediate  results.  It  also  ensures  that  they  will  have  a  business 
partner  at  the  leading  edge  of  electrical  engineering  and  environ- 
mental technologies  20  years  from  now. 

Which  is  when  our  children  will  take  over. 


Ik  mi 

ASEA  BROWN  BOVERI 
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Wausau's  relationship  with  Hubbard  Broadcasting 

goes  back  a  few  years. 


Since  the  early  twent  ies,  wlien  Stanley  E.  Hubbard  cr  eated  tiie  nation's  tii'st  comnieicial  i-adio  station  in  St.  Pau 
Minnesota,  Hubbard  Broadcasting  has  been  a  pioneer  in  the  communications  industry.  And  from  the  start,  they  chos 
a  pioneer  in  business  insurance,  Wausau. 

"A  good  deal  of  what  Hubbard  does  in  the  communications  business  is  new,"  says  Gerald  Deeney,  Vice  Presider 
and  Treasurer  of  Hubbar  d  Broadcasting. "  From  the  risk  management  standpoint,  Wausau  provides  us  with  informati 
and  tells  us  what  to  expect  with  each  new  venture.  We  rely  on  Wausau's  expertise.  It's  one  of  the  reasons  we've  beenwi 
th'  fn  since  the  1920's:'  ll^MI^  A  WIXJ  IQ  Af  I 

\tWausau,  we  specialize  in  providing  businesses  with  the  insurance  mK9\^^  _  VfT\LJu!/\U 
expeilise  they  need  to  move  ahead.  That's  why  companies  who  look  to  the 
future,  look  fir"st  to  Wau.sau. 


INSlMNa 


Wausiui  hisurance  Companies,  2000  Westwood  Drive,  Wausau,  Wisconsin  54401  Tfelepiione  (715)  845-5211  A  Member  of  the  Nationwide®  Groi 
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ormation  Processin 


BYTES I 


BY  DEIDRE  A  DEPKE 


fBE  NOW  YOU  CAN  AFFORD 
LINK  UP  ALL  THOSE  PCs 


lany  companies 
I  that  want  a  PC 
network  change  their 
minds  once  they  discov- 
er how  expensive  net- 
worlcs  can  be.  Enter 
Ungermann-Bass  Inc., 
which  has  developed  a 
technology  that  lets 
high-speed  networks 
run  over  telephone  wire 
instead  of  bulky  cable. 
UB  says  the  small  wire, 
which  can  be  laid  under 
carpets  instead  of  in 
special  ducts,  makes  it 
to  set  up  and  maintain  networks.  Moving  a  networked 
lid  cost  as  little  as  $20  vs.  up  to  $2,000  now. 
wiring  will  be  part  of  UB's  network  system,  but  work 
ed  to  meld  the  technologies  won't  be  finished  for  a  year, 
ent  Ralph  K.  Ungermann  says  his  network  offers  more 
tation  and  software  capacity  than  most  companies  need 
lyway.  UB  announced  the  product  in  May  to  give  buyers, 
'  companies  with  thousands  of  workstations  on  a  net- 
time  to  develop  plans.  "Wiring  choices  are  5-,  10-,  15-year, 
lillion-dollar  choices,"  Ungermann  says. 


IRPRISE  ENTRY 

HE  SUPERCOMPUTER  RACE 


id  the  next  supercomputer  challenge  come  from — China? 
likely,  maybe,  but  not  for  lack  of  will.  China  claims  that 
axy  computer,  built  in  1983  by  the  National  University 
"ense  Technology  in  Hunan  Province,  can  process  100 
instructions  per  second.  That's  about  half  as  fast  as  the 
ray  supercomputer,  which  came  out  in  1976 — but  it's 
3nty  fast.  In  1986,  the  school  made  a  second  supercom- 
md  sold  it  to  the  Petroleum  Ministry  for  use  in  geophys- 
ploration.  That's  the  only  order  it  has  received  so  far. 
xy's  makers  would  love  to  produce  more,  but  they  are 
ung  by  Beijing's  austerity  program.  They  can't  get 
from  the  state  to  design  a  more  advanced  machine,  and 
al  customers  in  China  can't  raise  the  money  needed  to 
e.  Exports  might  be  an  answer,  except  that  the  govern- 
von't  cough  up  the  money  for  marketing.  "We  are  a 
ay  from  being  able  to  compete  with  the  U.  S.,"  says  Wu 
director  of  the  foreign  affairs  office  at  the  university, 
ices,  he  adds,  are  negotiable. 


;ys  decides  that  making  'em 
etter  than  buying  'em 


:  he  first  time  ever,  Unisys  Corp.  has  begun  making  its 
PCs.  Last  month,  the  $10  billion  mainframe  maker 
;  issembling  its  Personal  Workstation^  Series  300  PCs  at 
•  Burroughs  Corp.  plant  in  Flemington,  N.  J.  Until  now, 
>  purchased  PCs  from  others,  then  sold  them  with  the 
>,  label.  The  Series  300  had  been  made  by  Lucky-Goldstar 
i;  a  Korean  conglomerate. 


Assembling  its  own  PCs  is  part  of  a  wider  plan  to  do  more 
in-house  design  and  manufacturing  of  desktop  machines.  Oth- 
er PC  assembly  will  likely  be  moved  inside  in  the  future,  says 
Armond  Newton,  a  Unisys  vice-president.  "We'll  look  at  it  on  a 
quarter-to-quarter  basis,"  he  says.  The  strategy  lets  the  com- 
pany get  control  of  manufacturing  costs  and  respond  more 
quickly  to  changing  market  conditions,  Newton  says.  Unisys 
also  wants  to  make  desktop  systems  a  bigger  part  of  its 
revenue  mix,  analysts  say,  by  using  the  manufacturing  tech- 
nology and  personnel  that  it  got  when  it  bought  Convergent 
Technologies  Inc.  last  year.  Unisys  says  it  will  sell  $2  billion 
worth  of  workstation  and  PC  products  in  1989. 


NOW  WESTERNERS  CAN  LEARN  CHINESE 
IN  ONE  EASY  PROGRAM 


Thousands  of  characters,  each  distinguished  by  subtleties  in 
pronunciation  and  brush  strokes,  make  Chinese  the  most 
difficult  language  for  Westerners  to  learn.  That's  why  re- 
searchers at  Dartmouth  College  developed  an  interactive  pro- 
gram for  Apple  Computer  Inc.'s  Macintosh  that  helps  students 
pick  up  nuances  in  Chinese  using  electronic  flash  cards. 

Programmers  and  professors  developed  the  program,  called 
Hanzi  Assistant,  to  go  with  Apple's  HyperCard  program.  For 
each  character,  students  using  the  software  can  hear  a  pro- 
nunciation recorded  in  Beijing  by  Chinese  radio  announcers. 
They  can  see  the  character  written  out,  brush  stroke  by  brush 
stroke,  as  recorded  on  an  electronic  graphics  tablet  from  origi- 
nal Chinese  calligraphy.  And  the  program  offers  a  translation 
and  phonetic  breakdown.  Dartmouth  undergraduates  have  ex- 
perimented with  a  300-character  version.  Now  the  college  is 
looking  for  $10,000  to  $15,000  to  finish  a  collection  of  2,000 
characters.  It  hopes  to  release  the  data  base  commercially  on 
compact  disk  later  this  year. 


SPECULATORS  MAY  SOON  TAKE  A  FLIER 
ON  COMPUTER  CHIPS 


lemory  Clearing 
I  Corp.  says  it  isn't 
trying  to  start  trouble, 
it  just  wants  to  give 
speculators  an  alterna- 
tive to  pork  bellies  ami 
to  let  computer  makeiv- 
hedge  against  risinj^ 
prices.  The  compan\ 
hopes  to  work  with  the 
San  Francisco-based  Pa 
cific  Stock  Exchange 
trading  futures  con- 
tracts on  dynamic  ran- 
dom-access memory 
(DRAM)  chips.  The  chips  are  subject  tu  wildly  fluctuating  prices 
and  supplies.  Chip  futures  ostensibly  would  let  computer  mak- 
ers and  other  buyers  lock  in  prices  and  supplies.  The  Twin 
Cities  Board  of  Trade  in  Minneapolis  has  a  similar  plan. 

But  the  proposals  raise  the  ire  of  both  producers  and  cus- 
tomers, who  aren't  interested  in  such  middlemen,  drams  aren't 
commodities,  they  say,  because  they  vary  widely  by  speed, 
packaging,  and  quality.  What's  more,  price  swings  aren't  the 
problem  they  used  to  be:  Trade  sanctions  have  stabilized  sup- 
plies from  Japan,  which  produces  most  of  the  world's  drams. 
And  the  big  U.  S.  DRAM  maker,  Texas  Instruments  Inc.,  has 
persuaded  buyers  to  pay  in  advance  to  guarantee  delivery. 


PROCESSING 


BUSINESS  WEEK/JUNE  19,  1989  76  E 


LET  SOMEBOinr  ELSE  WORRY 


^8 


AROUT  THE  GREENHOUSE  EFFEGT18 


Business  runs  better  with  bright 
wortcers.  And,  Iowa's  excellence  in 
education  produces  America's  best 
educated  work  force  —  quality 
workers  with  the  knowledge  and 
knowhow  to  put  your  business  on 
the  fast  track  to  profit. 

In  Iowa,  your  business  gets  off  to 
a  running  start  through  the  nation's 
most  comprehensive,  customized  job 
training  program.  While  your  new 
employees  are  getting  up  to  speed, 
you  may  receive  up  to  50  percent 
reimbursement  for  their  wages 
and  benefits. 

As  your  business  competes  for  the 
inside  track,  the  productivity  of  Iowa 
workers  quickly  puts  you  ahead  of  the 
competition.  Running  at  48  hours  of 
value  for  every  40-hour  workweek, 
Iowa  workers  outdistance  the  national 
pace  by  20  percent,  putting  you  on 
the  fast  track  to  profit. 

For  more  information  and  free, 
confidential  site  selection  services, 
call  Bob  Henningsen  at  the  Iowa 
Department  of  Economic  Development: 
1-800-543-4834.  In  Iowa,  call 
1-515-281-3000.  Or,  write  to  200 
East  Grand  Avenue,  Des  Moines, 
Iowa  50309. 


THE  TIME  IS  RIGHT 


Our  GminTiaiiis 


/6H 


No  doubt  about  it.  Chicken  Little  and  has  friend  have  truly  become 
big  business.  The  growth  of  the  southeastern  poultry  industry 
continues.  With  good  reason.  Food  expenditures  in  the  eight  South 
Atlantic  states  now  top  those  of  any  other  region.* 

To  capitalize  on  this  market,  more  and  more  poultry  growers 
are  locating  or  expanding  here.  We  know,  because  CSX  trains  move 
more  feed  grain  into  the  area  from  the  Corn  Belt  than  any  other 
carrier.  And  to  make  sure  our  service  keeps  pace,  we're  investing 
over  $130  million  in  new  grain  cars. 

Our  industrial  development  specialists 
are  also  helping  feed  producers  find  profitable 
locations  in  the  region. 

Helping  industries  of  all  kinds  grow 
and  serve  their  customers  better  is  a  big  part 
of  what  we  do  at  CSX  Transportation.  We  can 
help  you  reach  new  markets,  find  new  sources 
if  supply,  and  improve  inventory  control. 

Ask  for  brochures  on  services  for  your 
:  ndustr}'  and,  if  you're  in  the  grain  or  poultry 
business,  our  system  map.  Contact  CSX  at 
1-800-CALL-CSX,  ext.  4825. 

'  S<fiiMM  Survey  of  Buying  Power 


TRANSPORTATION 

Part  of  the  CSX  global 
transportation  network. 


intertainment 


tSEY  AND  WERNER  VISIT  A  DIFFERENT  WOKLDt  AN  OVERHAUL  BOOSTED  ITS  RATINGS 


AN  THIS  TV  TEAM 
;0  FIVE  FOR  FIVE? 


rsey- Werner  will  try  to  extend  its  winning  streak  this  fall 


^  he  started  her  show-business  ca- 
l^reer  as  a  tour  guide  at  NBC's  New 
"York  headquarters.  He  graduated 
1(1  Harvard  University  and  made  doc- 
entary  films.  Today,  Marcy  Carsey, 
and  Tom  Werner,  39,  are  the  hottest 
vision  producers  in  Hollywood.  Their 
?rams — The  Cosby  Show,  Roseanjie, 
A  Different  World — were  the  three 
rated  shows  of  the  network  season 
;  ended  in  April.  That's  the  first  time 
company  has  ever  held  the  win, 
:e,  and  show  spots  in  a  single  year. 
V,  with  a  fourth  show  scheduled  to 
Tiiere  in  September  and  a  fifth  a  few 
iths  later,  Carsey-Werner  Co.  is  like- 

0  have  more  network  programs  on 
air  than  all  but  three  of  Hollywood's 
m  major  studios. 

arsey-Werner  had  to  struggle  to 
'.e  it  to  the  top.  Carsey  took  the  first 

1  in  1980,  when  she  left  a  cushy  job 
iBC's  senior  vice-president  in  charge 
rime-time  series  to  produce  her  own 
vs.  Werner,  who  was  Carsey's  assis- 
at  ABC  and  succeeded  her  when  she 
joined  her  a  year  later  in  a  one-room 
ce  above  a  7-Eleven  store  in 
twood,  Calif.  The  duo  went  so  heavi- 
ito  debt  to  start  their  company  that 

had  trouble  paying  their  phone 
.  In  1983,  ABC  quickly  canceled  their 


first  sitcom.  Oh  Madeline!,  with  Mad- 
eline Kahn.  A  made-for-TV  movie.  Sin- 
gles Bars,  Single  Women,  also  flopped. 

Their  luck  changed  in  1984,  when  XBC 
asked  them  to  develop  a  sitcom  featur- 
ing Bill  Cosby.  Carsey  and  Werner  liked 
the  idea  so  much  that  they  spent  all 
their  savings  in  the  first  year  of  the 
show  to  pay  the  production  expenses  not 


CARSEY-WERNER'S 
HIT  PARADE 


Syndication 

Estimated 

Program 

dote 

value 

Millions 

THE  COSBY  SHOW 

Oct., 

1988 

$515 

ADIFFeUCMTWORlD 

Sept., 

1991 

100 

KOSEAHHE 

Sept., 

1992 

175 

DATA;  VIACOM,  BW  ESTIMATES 


covered  by  NBC.  It  was  a  smart  invest- 
ment. Cosby  has  topped  the  ratings  for 
four  years  straight  and  almost  single- 
handedly  catapulted  NBC  to  the  top  of 
the  network  heap.  The  program  repaid 
the  producers  handsomely  in  1988,  when 
Viacom  Inc.  syndicated  Cosby  reruns  for 
a  record  price  of  $515  million  (table). 
Carsey-Werner,  Viacom,  and  Bill  Cosby 
each  own  about  one-third  of  the  show. 


Carsey-Werner  demonstrated  last 
year  that  the  company  hadn't  run  out  of 
ideas  with  Cosby  and  a  spinoff,  A  Dif- 
ferent World.  The  partners  gave  ABC  an 
instant  smash  with  Roseanne,  starring 
comedienne  Roseanne  Barr  as  a  tart- 
tongued  working  mother  of  three.  Car- 
sey-Werner will  try  to  make  it  four  for 
four  in  September  with  From  This  Mo- 
ment On.  The  show  features  comedian 
Jackie  Mason  as  a  Jewish  social  worker 
who  falls  in  love  with  a  Catholic  woman, 
played  by  Lynn  Redgrave.  ABC  will  give 
Mason's  show  a  strong  send-off  by  air- 
ing it  on  Tuesdays  right  after  Roseanne. 

That  kind  of  scheduling  can  help  a 
show,  but  it  can't  guarantee  success. 
Some  advertisers  who  have  seen  early 
footage  fear  that  Mason's  fast-paced  de- 
livery, which  worked  in  Catskill  resorts 
and  on  Broadway,  won't  appeal  to  audi- 
ences outside  of  New  York.  Carsey  and 
Werner  disagree,  though  they  are  mak- 
ing adjustments. 

BLUE-COLLAR  HEROES.  They  have  doc- 
tored shows  in  the  past.  Last  year,  they 
performed  surgery  on  A  Different 
World.  The  show  inherited  big  audiences 
from  Cosby,  which  preceded  it,  but  re- 
searchers found  that  viewers  were  unim- 
pressed with  the  spinoff.  Carsey-Werner 
added  a  new  director  and  writers, 
dropped  the  star,  and  made  plot 
changes.  The  ratings  improved. 

Network  executives  say  audiences  like 
Carsey-Werner  shows  because  they're 
built  around  believable  characters  who 
deal  with  everyday  concerns.  "When  we 
decided  to  do  Roseanne,  I  couldn't  be- 
lieve there  weren't  any  good  shows 
about  working  mothers,"  says  Carsey,  a 
mother  of  two.  "About  65%  of  mothers 
work,  and  most  of  them  just  barely 
make  it  through  the  day."  Carsey-Wer- 
ner is  working  on  another  blue-collar 
comedy.  Grand,  Pa.,  which  NBC  plans  to 
introduce  in  January. 

Once  Carsey  and  Werner  come  up 
with  a  strong  idea  for  a  show,  they  hire 
top  directors  and  writers  to  shape  the 
production.  Next,  they  offer  some  of  this 
behind-the-camera  talent  a  percentage  of 
a  show's  profits.  That's  an  unusual  deal 
in  television,  and  it  works:  Carsey-Wer- 
ner won  the  services  of  director  Jay  H. 
Sandrich  by  giving  him  a  piece  of  the 
action  in  Cosby.  Sandrich  had  previously 
directed  such  TV  classics  as  /  Love  Lucy 
and  The  Mary  Tyler  Moore  Show. 

Carsey  and  Werner  know  all  too  well 
how  fickle  prime-time  TV  audiences  can 
be.  To  keep  couch  potatoes  faithful  as 
well  as  happy,  they're  spending  big  and 
giving  viewers  top  talent  along  with 
strong  story  lines.  So  far,  that  combina- 
tion has  been  right  on  the  money. 

By  Ronald  Graver  in  Los  Angeles 
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MONEY  &  BANKING  I 


SO  YOU  THINK  BUYING  A  SICK  THRIFT 
IS  JUST  A  LICENSE  TO  PRINT  MONEY 


Don't  tell  that  to  Bill  Gibson.  He  took  on  a  dozen  S&Ls — and  got  some  nasty  surprises 


As  Congress  struggles  with  the  savings 
and  loan  mess,  one  concern  is  that 
7iew  owners  get  a  free  ride  to  Easy 
Street.  "Take  this  bleeding  thrift  off 
our  hands  for  a  pittance,"  the  regula- 
tors say,  "and  you  can  make  a  mint." 
But  there  is  a  catch.  For  the  netv  ijives- 
tors,  it's  buy  first,  inspect  the  books 
later.  The  surprises — and  strains — can 
make  for  real-life  business  drama. 
Here  is  hoic  one  story  is  unfolding. 


Technologies  Inc.,  where  Easterhng  was 
then  treasurer.  He  reached  Beasley  on  a 
Saturday  morning,  interrupting  a  back- 
yard chat  with  a  neighbor  about  lawn 
mowers.  Beasley  liked  Easterling's 
pitch,  and  he  remembered  Gibson  from 
their  days  in  the  Nixon  Administration — 
Gibson  as  a  Council  of  Economic  Advis- 
ers staffer,  Beasley  as  a  Treasury  Dept. 
official.  After  three  days  of  round-the- 
clock  discussions.  Lone  Star  kicked  in 


because  he  didn't  even  know  whai 
owned.  The  records  of  AFB's  64  sulB 
iaries  were  in  a  mess,  and  new  i  &:Fr 
kept  popping  up  well  into  Decern  fi> 
One  subsidiary  had  foreclosed  o: 
building  that  housed  an  abortion  el 
Other  subsidiaries  owned  Pine  R 
Winery  in  the  Napa  Valley,  an  aircMi 
leasing  outfit,  and  a  film-distribucr 
company  that  holds  the  rights  to  Ti)o.yM{ 
Chainsaw  Massacre.  Gibson  aims  toeiiiii 


For  William  E.  Gib- 
son, the  first  jolt 
came  last  August, 
just  10  days  before  he 
was  set  to  acquire  a  clutch  of  insolvent 
thrifts.  Despite  the  promise  of  $1.3  bil- 
lion in  federal  assistance,  his  big  backer. 
Equitable  Life  Assurance  Society  of  the 
U.  S.,  got  cold  feet  when  the  Federal 
Home  Loan  Bank  Board  sped  up  the 
pace  of  negotiations.  Gibson  scrambled 
U)  find  another  candidate  willing  to  pony 
up  S50  million  for  the  dozen  thrifts  with 
$8.2  billion  in  assets — of  which  a  fright- 
ening $1.8  billion  are  bad  or  souring 
loans. 

No  luck.  Desperate,  Gibson's  partner 
Ed  Easterling  called  William  Howard 
Eeaslev  IH,  chief  executive  of  Lone  Star 


'Next  to  my  birth,  it's  been 
the  most  exciting  thing 
ever  to  happen  to  me' 

WILLIAM  E.  GIBSON 


the  necessarv  cash. 
That  Thursday,  the 
U.  S.  turned  over 
the  12  casualties  to 
a  new  Lone  Star  subsidiary:  American 
Federal  Bank  in  Dallas. 

Gibson,  a  45-year-old  University  of 
Chicago  economist  who  once  worked  for 
PvIcGraw-Hill  Inc.,  publisher  of  BUSINESS 
WEEK,  long  had  wanted  to  run  his  own 
bank.  But  despite  stints  at  RepublicBank 
Dallas  and  Continental  Illinois  Corp., 
Gibson  wasn't  prepared  for  what  lay 
ahead.  When  he  first  walked  through  a 
branch  immediately  after  signing  the 
deal,  Gibson  saw  some  tellers  crying. 
Others  asked  their  new  president  and 
CEO  what  would  happen. 
Gibson  couldn't  give  a  good  answer 


or  close  all  but  four  subsidiaries,  a. 
gaged  in  mortgage  banking  and  i: 
ance.  "I  don't  think  a  thrift  should 
wine,"  Easterling  says,  though  h 
mits  the  winery  is  profitable. 
EASY  CUT.  Gibson  also  had  to  trin: 
thrifts'  69  branches  and  the  dozen 
redundant  data-processing  systems 
easy  cut  was  a  branch  that  had  al 
no  deposits  but  did  serve  as  an  e: 
for  the  previous  owners  to  visit 
corporate  hunting  lodge.  Lopping  o  l>  ^jjj^' 
wasn't  so  easy.  "Everyone  wanted 
scientific,"  says  Gibson.  So  he  pu 
doctorate  to  work  and  devised  a  sy  V;..  ^ 
for  grading  a  branch's  viability  usin  j,..;,^ 
criteria,  including  location  and  de  Si. 
base.  Just  20  branches  passed.  AFB  f 
six  of  the  borderline  cases  to  gain  J 


fetoo 
''Mm 


7S  BUSINESS  WEEK/JUNE  19,  IS 


t  presence  and  closed  the  remaining 
,  halving  the  staff  to  550.  Gibson  Ag- 
es he  cut  costs  by  at  least  $20  million. 
B  is  now  marketing  Gibson's  computer 
jdel  to  other  thrifts. 
A.  big  challenge  was  to  shape  up  ne- 
jcted  assets,  like  one  Dallas  office 
Tiplex  that  AFB  inherited.  It  was  just 
1o  occupied,  and  none  of  the  tenants 
d  bothered  to  pay  rent  for  more  than 
rear,  afb  resumed  collecting  rent  and 
•uced  up  the  complex  by  landscaping 
ind  repairing  the  elevators.  While  the 
nplex  now  is  30%  full,  the  building 
1  have  to  reach  85%  occupancy  to  be 
able.  "And  that  won't  happen  for  10 
irs,"  says  AFB  Executive  Vice-Presi- 
it  Jeff  Fritz. 

50  how  does  a  thrift  make  money  in 
lay's  environment?  Gibson  is  getting 
;k  to  basics,  going  all  out  to  persuade 
uld-be  home  buyers  and  consumers  to 
•row  from  AFB.  In  March,  branch 
nagers  were  given  monthly  quotas  to 
including  targets  for  new  deposits, 
e  branch  manager  scattered  toy  cars 
lund  the  office,  hoping  to  prompt  cus- 
lers  to  ask  about  auto  loans. 
NE  FISHIN'.  Gibson  insists  that  the  only 
y  to  stabilize  thrifts  is  to  bring  down 
losit  rates.  The  old  owners  kept  the 
ifts  afloat  by  paying  some  of  the 
hest  interest  rates  in  the  land.  Last 
,r,  Gibson  slashed  jumbo  CD  rates  to 
7o,  from  10.75%,  a  move  that  drove 

0  million  from  the  bank.  But  many 
)lvent  thrifts  in  Texas  remain  willing 
)id  up  rates  to  grab  funds.  Says  Gib- 
:  "Those  banks  scare  me  because 
y  could  still  do  something  to  siphon 
our  deposits." 

'he  Federal  Savings  &  Loan  Insur- 
e  Corp.  is  another  source  of  frustra- 
1.  "I've  had  three  case  managers  in 
3  months,"  says  Fritz.  "And  each  one 
a  different  set  of  criteria."  The  lat- 
FSLIC  demand:  a  reappraisal  of  afb's 
5ntory  of  raw  land.  That  could  cost 

1  $180,000. 

till,  life  is  beginning  to  settle  down 
afb's  executive  staff.  After  weeks 
sleeping  on  Easterling's  couch  and 
ig  in  a  rented  house,  Gibson,  a  na- 
I  Texan,  is  finally  buying  a  home  in 
las  and  relocating  his  family  from 
cago.  He's  planning  a  fishing  trip 
b  Easterling  and  Fritz.  But  they 

\  I't  get  too  settled — they're  already 
;ling  to  take  over  more  of  the 

t  -BB's  thrifts. 

i  iTiy  go  through  all  this  again?  Gibson 
j  I't  talk  about  salary  and  the  like,  but 
:  thrift,  buoyed  by  federal  subsidies, 
!  laged  to  earn  $5  million  for  the  first 

Iter.  Dallas  FHLBB  President  George 
i  Barclay  calls  Gibson's  performance 

traordinary."  Says  Gibson:  "Next  to 
I  birth,  it's  been  the  most  exciting 
j  ig  ever  to  happen  to  me." 
1  By  Kevin  Kelly  in  Dallas 


INSURANCE  I 


A  GIFT  FOR  THE  DYING 
—OR  SHEER  GHOULISHNESS? 


Living  Benefits  pays  the  terminally  ill  to  name  it  beneficiary 


Suffering  from  AIDS,  lacking  health 
coverage,  and  unable  to  work,  Ter- 
ry was  almost  destitute.  Among 
his  few  remaining  assets  was  a  $100,000 
life-insurance  policy,  payable  only  on  his 
death,  which  was  expected  within  a  year. 

Then  he  connected  with  Living  Bene- 
fits Inc.,  which  buys  policies  from  the 
terminally  ill.  Terry,  31,  named  the  Albu- 
querque venture  his  beneficiary,  and  the 
company  sent  him  a  check  for  $66,000.  "I 
don't  know  where  else  I  would  have 
turned,  financially.  It's  going  to  make 
my  life  a  lot  easier,"  says  Terry,  a  for- 


WORLEY  CLAIMS  HIS  EFFORT  IS  HUMANITARIAN,  NOT  PREDATORY 


mer  Washington  lobbyist  who  will  spend 
the  money  on  medical  expenses  and  an 
air  conditioner. 

Since  its  founding  six  months  ago. 
Living  Benefits  has  bought  six  policies, 
with  face  values  totaling  $731,000,  all 
from  AIDS  patients  whose  doctors  gave 
them  less  than  two  years  to  live.  But 
that's  enough  to  cause  an  uproar  among 
insurers.  "It  stands  the  insurance  princi- 
ple on  its  head,"  says  Robert  Waldron, 
an  oflftcial  with  the  American  Council  of 
Life  Insurance.  His  argument:  Life  in- 
surers bet  that  policyholders  will  live  a 
long  time,  but  Living  Benefits  "has  an 
economic  interest  in  death." 

Yet  to  Rob  T.  Worley  Jr.,  Living  Bene- 


fits' 37-year-old  president,  the  effort 
isn't  ghoulish,  it's  humanitarian:  "We're 
providing  a  service  to  the  terminally  ill. 
Money  is  freedom.  They're  overjoyed  we 
exist."  Worley,  who  is  also  an  indepen- 
dent insurance  agent  for  many  compa- 
nies, says  that  impoverished  policyhold- 
ers near  death  often  "let  the  policies 
lapse,"  getting  nothing  from  all  the  pre- 
miums they  have  paid.  Worley  says  he 
has  45  applications  pending,  nearly  all 
from  AIDS  patients,  and  hopes  to  make 
up  to  250  benefit  purchases  this  year. 
Although  life  insurance  companies 
won't  buy  benefits, 
some  offer  variations. 
In  Canada,  Prudential 
Insurance  Co. lends  any 
terminally  ill  policyhold- 
er up  to  75%'  of  the  face 
value,  deducting  about 
10%  in  annual  interest 
from  the  final  death 
benefit.  In  the  U.  S., 
Jackson  National  Life 
Insurance  Co.  offers 
policies  that  pay  25%  of 
the  face  value  to  pa- 
tients with  such  illness- 
es as  cancer  or  strokes. 
NO  BAN.  Early  payouts 
do  have  drawbacks: 
They're  taxable,  and  by 
swelling  a  patient's  in- 
come, they  could  mean 
a  medicaid  cutoff.  And 
already  there's  the  wor- 
ry that  unscrupulous 
operators  may  appear 
and  prey  on  the  desper- 
ate. "I  don't  want  some 


poor  guy  whose  doctor  told  him  he  has  a 
year  to  live  to  sell  his  $100,000  policy  for 
$20,000,"  says  Ted  Knight,  New  Mexi- 
co's insurance  commissioner. 

Knight  tried  to  ban  benefit  sales,  but 
instead,  the  state  legislature  gave  him 
strong  regulatory  power.  Now  he  would 
like  to  create  a  seller's  market  by  set- 
ting minimum  payouts  and  encouraging 
competition. 

That  brings  an  unsettling  vision  of  the 
terminally  ill  hawking  their  policies  to 
the  highest  bidder.  But  to  sufferers  such 
as  Terry,  selling  death  benefits  may  be 
the  only  way  of  buying  a  decent  life  for 
the  few  months  they  have  left. 

By  Sandra  D.  Atchison  in  Albuquerque 
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REAL  ESTATE  I 


CONDO  TIME-SHARING  TRIES 
TO  LIVE  DOWN  ITS  PAST 


New  players  Disney  and  Marriott  could  help  polish  its  image 


The  time-sharing  business  is  trying 
to  go  straight.  Imported  from  Eu- 
rope in  the  mid-1970s  and  since 
sold  to  some  1.3  milHon  Americans,  time- 
shares  have  a  reputation  that's — well, 
shady.  The  M.  0.,  often,  was  to  lure  peo- 
ple with  cheap  gifts  and  then  sell  them 
rights  to  a  week  or  so  a  year  in  a  shabbi- 
ly refurbished  motel  or  a  white-elephant 
condominium. 

But  now,  with  white  hats  such  as  Mar- 
riott Corp.  and  Walt  Disney  Co. 
moving  in  and  sales  purring  along, 
there's  hope  for  an  image  over- 
haul. Marriott's  time-share  subsid- 
iary has  bought  or  built  six  devel- 
opments in  the  past  five  years. 
Later  this  year,  Disney  will  unveil 
ambitious  plans  for  "ownership 
villas"  near  its  Orlando  parks.  Pe- 
ter Rummell,  president  of  Disney 
Development  Co.,  says  the  compa- 
ny aims  to  have  time-shares  near 
its  Paris  and  Tokyo  parks,  too. 

And  it  seems  Disney  and  Marri- 
ott aren't  alone  in  offering  an  im- 
proved product.  Prodded  by  legis- 
lation on  the  state  level,  the 
industry  has  cleaned  up  its  act.  In 
Florida^  home  to  22%  of  the  1,100 
time-share  developments  in  the 
U.  S.,  officials  say  they  are  field- 
ing fewer  complaints.  And  indus- 
try surveys  now  show  the  major- 
ity of  longtime  owners 
are  pleased  with  their 
purchases.  Heartened, 
promoters  have  about 
100,000  new  units  under 
way  for  this  year,  and 
sales  are  heading  for  a 
record  $2  billion.  The  av- 
erage price  may  rise  6%, 
to  $9,000.  That  lets  you  in 
one  week  a  year,  forever. 
'SUCKEREO.'  Unfortunate- 
ly, new  troubles  could  be 
brewing  as  growing  num 


breed  of  scams."  Burr,  founder  of  the 
Resort  Property  Owners  Assn.  in  North- 
brook,  111.,  represents  time-share  buyers. 
Sure  enough,  ever-astute  ripoflf  artists 
are  quickly  sliding  over  to  the  resale 
side  of  the  business.  In  Florida,  regula- 
tors now  get  some  500  angry  letters  and 
phone  calls  a  year  about  resale  agents. 
Consumers  in  other  states  find  the  same 
problem.  Take  George  Knudson  of 
Knoxville,  Tenn.  He  has  been  trying  to 


owner  has  paid  toward  the  purchase 
home  in  its  development. 

But  most  builders  insist  few  buj 
will  even  want  to  resell — either  beca 
they  will  be  so  satisfied  or  because  t 
can  swap  their  weeks  with  other  reso 
"We  don't  talk  about  tax  advantages 
real  estate  deals,"  says  David  F.  Bro 
chairman  of  General  Development  G 
Florida's  largest  developer  of  plai 
residential  communities.  "All  we 
about  is  vacation  experience." 

'LEGITIMATE  BUSINESS.'  GDC,  which 

itself  as  the  largest  time-share  manafc. 
in  the  U.  S.,  made  a  splashy  entn 
into  the  field  in  1986  when  it  bought 
plush  Orlando  resort,  Vistana. 
month,  GDC  bought  Glen  Ivy  Finarf^l;. 
Group  Inc.,  based  in  Corona,  Calif., 
$65  million  in  cash  and  notes.  Gien 
manages  11  resorts  from  Texas  to 
waii.  GDC  is  staffing  its  vast  networ 
sales  offices  with  200  more  agenti 
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TIME-SHARING  IS  ON 
A  GROWTH  TRACK 


GDCS  EHRLING  AND  BROWN:  THEY  INSIST  FEW  BUYERS  WILL  WANT  TO  RES 
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of  owners  look  to  resell.  For  exam- 
{■]-^,  John  Shuffiebarger,  a  retired  school- 
'.••:t''hev  in  Venice,  Fla.,  wants  out  of  his 
N  -:' !i  Carolina  mountainside  villa.  "I've 
got  )  use  for  it  now,"  he  says.  "But  I 
can'i  .  vt  rid  of  it." 
Ina;-.  ;'rv  watchdog  Clinton  Burr  fears 
are  falling  prey  to  "another 


that 


sell  his  Gatlinburg 
(Tenn.)  time-share  for 
two  years  without  luck. 
In  1987,  he  paid  one  firm 
$400  to  sell  it,  he  says, 
but  never  heard  from 
them  again:  "I  guess 
they  suckered  me." 

A  few  developers  have 
heeded  the  warning  signs 
and  are  assuming  some  responsibility 
for  resales.  Marriott  will  attempt  to  re- 
units  for  customers  at  the  going 
new  one,  minus  a  hefty  25'/ 
commission.  ITT  Corp.'s  subsidiary, 
which  is  using  time-shares  to  promote  a 
community  development  in  Palm  Coast, 
Fla.,  will  apply  the  amount  a  time-share 


se 

rate  for  a 


sell  unit-weeks.  "Time-shares  will 
count  for  as  much  as  35%  of  GDC's 
revenues  by  next  year,"  says  PresJ 
Robert  F.  Ehrling.  The  builder  coulc 
the  boost.  Earnings  were  down  in 
and  the  first  quarter  disappointed 
lysts,  too.  GDC  is  also  faced  with  dc 
of  lawsuits  filed  by  buyers  chargi 
with  fraudulently  overpricing  hom( 
denies  any  fraud  or  ovei'pricing. 

Clearly,  the  biggies  see  time-shar 
shady  past  as  fading.  "We  looked 
the  pluses  and  negatives,  and  we 
eluded  it's  a  legitimate  business,"  t 
Disney's  Rummell.  And  customers 
concur,  if  getting  out  becomes  ever 
as  easy  as  getting  in. 

By  Antonio  N.  Fins  in  A. 
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"Creativity  demands  more  than  a  good  idea." 

—John  C.Jay 


Creative  Director,  Bloomingdale^^^ 


When  Bloom ingdale's  wanted 
to  create  a  new  vision  of 
nternational  style  for  their 
"Islands  in  the  Stream"  campaign 
Oeative  Director  John  C.Jay 
looked  to  the  Color  Laser  Copier 

"In  Fashion,  sensibilities  are 
shifting  to  a  more  sophisticated 
sense  of  color  inspired  by  impres 
^ionistic  painters  like  Gauguin. 
The  Color  Laser  Copier  allowed 
us  to  capture  this  feeling  and 
enhance  our  idea  further" 

Flexibility  and  control  were 
equally  important. 

"Obviously  Bloomingdale's 
lad  a  lot  of  confidence  in  the 
technology  It  allowed  me  to  be 
creative  yet  still  get  reproduction 
true  enough  for  customers  to 
respond  to  the  merchandise." 

Digital  technology  is  the 
reason.  By  converting  the  origi- 
nals to  electronic  signals,  perfect 
reproduction  is  assured,  letting 
you  manipulate  color,  enlarge 
up  to  400%,  and  even  modify 
the  shape  of  your  image  with 
pinpoint  accuracy 
Or,  in  the  words  of  John  (IJay: 
"It  takes  the  right  execution 
and  the  proper  technology  to 
turn  an  idea  into  reality.. .and 
with  the  Color  Laser  Copier,  your 
creative  dreams  come  true." 


Canon 

COLOR  LASER  COPIER 

Digital  color  makes  the  difference. 


for  more  informanon,  call  loll  fref  1-800-OK  CANON 
Oi  write  Onon  U  S  A  ,  Inc,  PO  Box  V-m.  Peoria,  IL  6I6M 
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MARKETS  &  INVESTMENTS! 


MEET  BIG,  BEAR 
MILTON  BIRG 


A  maverick  who  called  the  '87  crash  says  it  isn't  over  yet 


With  whiffs  o!  an  easier  mone- 
tary pohcy  and  high  hopes 
that  the  economy  will  land 
softly,  Wall  Street  can't  resist  some  bull- 
ishness. Firms  are  cranking  out  so  many 
buy  recommendations  that  the  crash  of 
1987  seems  like  nothing  more  than  a  bad 
dream.  But  to  Milton  Berg,  the  crash  is 
still  very  real — and  only  a  month  or  so 
away  from  entering  phase  two. 

"This  rally  is  just  a  postcrash  syn- 
drome," a  short-lived  up- 
swing of  the  sort  that  histori- 
cally follows  any  stock  or 
commodity  crash,  says  Berg. 
The  38-year-old  maverick  has 
bold  plans  for  capitalizing  on 
the  next  round  of  market 
mayhem — and  he  has  a 
knack  for  detecting  around- 
the-corner  disasters.  In  Sep- 
tember, 1987,  when  he  was 
managing  about  $500  million 
for  Oppenheimer  Manage- 
ment Corp.,  he  issued  a  33- 
page  report  called  The  Fat 
Lady  Is  Singing  that  said 
the  bull  market  was  doomed. 

Berg's   report  included 
charts  of  about  30  economic 
and  market  indicators  and 
concluded  that  "it  seems  pru- 
dent to  give  the  bears  the 
benefit  of  the  doubt."  By  late 
September,  he  was  rushing 
money  from  stock  into  cash. 
Ordered  to  get  back  into 
equities,  he  did  so  for  a 
while,  then  disobeyed.  When  the  full 
fury  of  the  crash  devastated  stocks  on 
Oct.  19,  Berg  was  more  than  90%  in 
cash.  The  reward:  His  funds  were  the 
year's  top  performers.  The  Oppenheimer 
Ninety-Ten  Fund  scored  a  total  return  of 
94%  from  price  gains  and  income,  while 
the  Oppenheimer  Premium  Income  Fund 
had  a  4.5.67"  return. 
I  HEDGEHOG.  Soon  after,  in  February, 
I  1988,  Berg  joined  Steinhardt  Partners,  a 
i  hedge  fund  that  speculates  in  securities 
i  and  options.  There,  Berg  turned  in  a  pre- 
I  dividend  return  of  29.7%  for  the  rest  of 
j  1988,  besting  the  6.1%-  rise  in  the  Stan- 
dard &  Poor's  500-stock  index. 

Eager  lo  work  for  himself,  Berg  left 
Steinhardt  in  March,  1989,  to  set  up 


Berg  Partners  and  its  Oasis  Fund,  which 
will  also  specialize  in  short  sales.  "Wall 
Street  is  geared  to  a  bull  market.  It's 
the  whole  casino  attitude.  People  are  so 
overconfident,"  says  Berg.  With  his 
wife,  Rachel,  as  marketing  manager. 
Berg  has  rounded  up  commitments  for 
$20  million  by  July.  That  would  be  just 
in  time,  he  figures,  to  get  in  on  the 
crash's  less  violent  but  longer-lasting 
next  phase. 
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WHY  BERG  IS  SO 
DOWN  ON  STOCKS 

►  T-bill  rates  are  too  high;  they  should 
be  6%%  for  stocks  to  rise 

►  The  money  supply,  adjusted  for  infla- 
tion, is  shrinking 

►  Institutions  already  have  more  than 
94%  of  their  assets  in  stocks,  so  there  is 
little  cash  to  fuel  a  rally 

►  Too  many  investors  are  optimistic 
about  the  market,  which  is  always  a  set- 
up for  a  fall 

►  Too  much  debt  threatens  to  be  a  drag 
on  profits  and  economic  growth 


What  has  convinced  Berg  that  thetmll 
is  tiring?  The  same  measures  (tabliol 
Federal  Reserve  Board  policy,  liqulty^ 
and  technical  market  action  that  alalec  S 
him  in  1987.  For  one,  a  20%o  rise  ifhe" 
three-month  Treasury  bill  yield  ualh 
signals  a  stock  market  slump,  Berlbe 
lieves.  And  T-bill  rates  are  almost?,' 
higher  than  they  were  in  early 
meaning  a  stock  market  correcti?  i 
overdue.  The  recent  dip  in  rates,  h^r 
tends,  has  not  been  nearly  enouAt^ 
outweigh  the  big  runup.  T 
HITTING  THE  BARS.  One  way  Berg  ieii 
to  play  the  bear  market  is  to  |ic: 
stocks  of  companies  with  weak  bafirif 
sheets  that  "got  caught  up  in  theitt 
craze,"  such  as  Banner  Industries 
and  Stone  Container  Corp.  Berg 
experienced  short  seller:  In  1983, 
Coleco  Industries  Inc.  wouldn't  lej 
inside  a  computer  plant,  he  talk! 
workers  in  nearby  bars  and  lunc 

ettes.  Convinced  thaijtr  - 
company  was  way  behii  i' 
production    schedule,!  r  _ 
bought  $650,000  of  pac- 
tions. When  Coleco  seti  — 
plummeted  a  few  monti  b- 
er.  Berg  sold  his  option  ii 
handsome  profit  of  jdi' 
$1.85  million.  - 

Timing  market  tur  i  . 
risky  business,  and  Ber  h.i__ 
been    wrong    before  'i  ^ 
missed  out  on  a  lot  c  itl  ' 
1988  market  rally.  Andle;-— 
has  had  two  bad  yearsiiF 
example,  in  1986,  the  Niet  .r^ 
Ten  Fund  that  he  maig 
was  down  4.4%,  and  thIC- — 
penheimer  Premium  lijjttr 
Fund  was  up  only  1%-  d 
year  when  the  S&P  50(  r  ,  , 
up  a  shiny  19%'. 

Berg  also  has  a  ha  i 
courting  controversy  li 
even  sponsored  a  Wall  ft 
fund-raiser  for  Rabbi  |l: 
Kahane,  leader  of  the 
tant  Jewish  Defense  League.  HI 
had  several  public  tiffs  with  his  oj 
ployer,  Oppenheimer  Management 
was  over  what  Berg  saw  as  his  r 
earnings  of  about  $300,000  in  1987  e 
was  vindicated  when  he  made  $3  i 
lion  in  1988  at  Steinhardt. 

Jon  Fossel,  president  and  chief 
five  of  Oppenheimer  Management 
that  his  former  employee  was  ju 
smart  and  opinionated  to  be  a  tean 
er.  "If  Milton  took  an  IQ  test,  he 
approach  the  genius  level,"  says  I 
But  he's  "never  neutral.  He's  ei 
roaring  bear  or  a  raging  bull."  N 
be  a  genius,  all  Berg  needs  is  a  r 
bear  market. 

By  Leah  J.  Nathans  in  Ne\ 
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NATIONAL  SPPXKETS  CORPOfWION 
QUARTERLY  SALES  REPORT 


9  01  02         03  04 

10   

ti  Gnpper  Plus  $50,000 

12  Gripper  $20,000    $17,000    $15,500  $10,000 

13  Extra  Spring  $35,000  $38,000  $33,000  $39,000 
Id  Torquemastei         $10,000    $28,000    $34,000  $37,000 

15   

16  Total  $65,000    $83,000    $82,500  $136,000 


K^-tAttf-m  11.30AM 


SPREADSHEET.  Create  a  table  in  a  spreadsfwet  that 
vUl  autoynatically  calculate  formulas,  allowing  for 
vkat-if  analyses- 


Ma«  Erase  Seaicti  R^iace  Ji^tify  Forniat  Page  Line-Markef  Qua 


NATIONAL  SPROCKETS  CORPORAffON 
QUARTERLY  SALES  REPORT 


Sates  hae  reaify  snyrocketecJ  since  we  started  shipping  the  new 
Gr^r  Plus  sprocket  Asyoucansee.  ihefi^esfoflhefoiifthqualef 
show  dramatic  tfr^Mwement  over  Ihe  peviousquartere 


GfipperPlus  $50,000 

Gfipper  $20,000  $17,000  $15,500  $10,000 

Extra  Spnns  $35,000  $38,000  $33,000  $39,000 

Torquemasler  $10,000  $28,000  $34,000  $37,000 

Total  $65,000  $83,000  $62,500  $136,000 


11:45  AM 


mo  PROCESSING.  W.-ite  a  document  m  the  full 
matured  word  processor.  Even  incl  ude  a  spreadsheet. 


CuGnpper  Plus  czaGnpper  nEx^a  Spring  caTorqi«mastef 
~  —SALES  DATA-' 


RAPHICS.  Instantly  turn  your  spreadsheet  data 
ito  a  graph.  Choose  from,  sice  graph  types. 


AiJdf  ess:    25  Gtenvmod  Drr<e  _ 
DesMoinea  


GriWJer  Sates.  76  _ 
Extra  Spnng  Sates    87  _ 


Gnw»rPtusS^:  54  _ 
"Ryquemastei  Sates   43  _ 
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ATABASE.  Store  infomiation  in  a  powerful  data- 
m  that  can  hold  over  8,000  records,  with  up  to 
)6  fields. 


Send  range  to  remote  site 
Rwne  Login 
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MMVNICATIONS.  Send  or  receive  data  between 
'  ur  PC  and  a  mainframe,  another  PC  or  an  on- 
^    information  service. 


iburboss  wants 
youtodoamiDion 

Migsatonce. 
MhimyDLffldofiva 

Your  boss  should  take  this   formula  to  create  a  link,  as  in  other 
quite  well.  integrated  programs.  What's  more, 

Because  with  Symphony*    the  Symphony  spreadsheet  is  based 


from  Lotusjou're  able 
to  easily  juggle  five  key 
business  applications 
at  once:  spreadsheet, 
word  processing, 
graphics,  database, 
and  communications. 

And  if  you 
buy  now  you  can 
get  Symphony  with 
Allways,  the  Spread- 
sheet Publisher  from 
Funk  Software,  all 
at  one  great  price.* 


WTO*W.  BPROCKETS  COBPQfWTION 
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Using  the  Allways  program,  you 
can  quickly  and  easily  make  your 
Sy  mphony  documents  look  terrific. 

Symphony  is  the  number 
one  integrated  software  package. 
It's  the  only  one  that  automatically 
creates  active  connections  between 
each  application,  so  you  can  work 
faster  and  more  efficiently 

For  example,  you  could 
create  a  table  of  sales  data  on  your 
Symphony  spreadsheet.  Then,  with 
one  keystroke,  sv^dtch  to  the  word 
processor  and  write  an  accom- 
panying memo.  Switch  to  graphics 
and  chart  that  same  sales  data, 
and  you're  done.  If  you  need  to 
change  your  data,  switch  back 
to  your  spreadsheet,  revise  it,  and 
all  your  other  sections  update 
automatically 

You  never  have  to  cut  and 
paste  information  or  type  in  a 


on  Lotus  1-2-3,*  the 
industry  standard.  As 
1-2-3  advances.  Sym- 
phony will  incorporate 
the  latest  spreadsheet 
features,  in  addition 
to  enhancements  to 
the  other  Symphony 
applications. 

And  Allways 
makes  your  Symphony 
reports  look  better 
than  ever.  Allways 
provides  you  with 
many  advanced  formatting  and 
printing  options,  including  laser 
printer  support.  Allways  is  easy 
to  use,  and  works  directly  from 
within  Symphony 

Take  advantage  of  this  offer. 
Go  to  your  Info.  Center  Manager 
or  your  local  Lotus  reseller  and 
ask  for  Symphony  With  Symphony 
you  can  show  your  boss  just 


how  versatile  vou  can  be. 


Lotus  Symphony 


Lotus  Symphony  now  with  Allways 


389  Lotus  Development  Corp  Lotus,  Symphony,  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation.  'Offer  valid  wtuJe  supplies  last  Participating  resellers  only 


BY  GENE  G.  MARCIAL 


KODAK  AND 
POLAROID?  OR  GE? 
HOW  ABOUT  DISNEY? 


Ei 


lastman  Kodak,  one  of  this  year's 
market  laggards,  is  showing 
I  some  flash  again.  Word  is  out 
that  the  company  may  be  on  the  hit  list 
of  financier  Carl  C.  Icahn,  who  is  now 
flush  with  $2.1  billion  from  his  sale  of 
Texaco  stock  on  June  1  (page  40).  After 
falling  from  $48  a  share  to  $42  in  early 
May,  Kodak  bounced  back  to  SO'A.  In- 
deed, Kodak  presents  a  situation  that 
Icahn  usually  likes:  lots  of  room  for 
cost-cutting,  depressed  earnings,  and 
undervalued  assets. 

But  forget  the  Icahn  rumors.  Some 
pros  are  snapping  up  Kodak  shares  be- 
cause they  believe  that  Kodak  will  sell 
some  of  its  assets  to  Polaroid  as  part 
of  a  damage  settlement  arising  from 
its  loss  to  Polaroid  in  a  patent-infringe- 
ment suit.  The  U.  S.  District  Court  in 
Boston  is  currently  holding  hearings  to 
determine  the  amount,  which  some  an- 
alysts think  will  be  as  high  as  $1.5 
billion.  The  two  companies  might  also 
enter  into  a  joint  venture  as  part  of  the 
court  decision.  "Talks  are  still  in  the 
informal  and  exploratory  stage,  and 
they  could  fall  through  for  any  rea- 
son," says  one  investment  strategist 
for  a  large  New  York  investment  bank. 
A  Polaroid  spokesman  said  it  was  pos- 
sible for  Polaroid  and  Kodak  to  negoti- 
ate a  settlement,  but  he  couldn't  com- 
ment on  whether  or  not  such  talks  are 
going  on. 

STAR  POWER.  "Kodak's  management 
knows  that  once  the  Polaroid  issue  is 
out  of  the  way,  the  company  will  be  a 
sitting  duck  for  raiders  and  takeover 
artists,"  says  one  major  Boston  money 
manager.  Whispers  are  that  after  set- 
tling with  Polaroid,  Kodak  may  pursue 
a  friendly  merger  with  General  Elec- 
tric. Another  likely  Kodak  suitor,  he 
says,  is  Walt  Disney,  which  recently 
signed  a  15-year  participant's  agree- 
ment with  Kodak  that  gives  the  Roch- 
ester (N.  Y.)  company  exclusive  rights 
to  sell  film,  batteries,  and  cameras  in 
all  Disney-owned  theme  parks.  Kodak 
film  is  also  used  exclusively  in  all  Dis- 
ney movies.  Kodak,  Disney,  and  Gener- 
al Electric  all  declined  comment. 

•^^^set•value  investors  figure  that  Ko- 
dak is  worth  around  $80  a  share,  based 
on  it^  operating  cash  flow  of  $8.64  a 
share,  ■•tid  that  doesn't  take  into  ac- 
eou.nt  t!ie  value  of  the  Kodak  name. 


KODAK  COMES 
BOUNCING  BACK 
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which  is  known  throughout  the  world. 

Don  Zwyer,  a  special-situation  ana- 
lyst at  Kidder  Peabody,  comes  up  with 
almost  the  same  figure.  He  estimates 
the  value  of  Kodak's  imaging  opera- 
tions, including  cameras,  projectors, 
films,  and  batteries,  at  $21.5  billion. 
The  chemical  unit,  which  makes  ethyl- 
ene and  propylene  used  in  plastic, 
paint,  and  auto  parts,  is  worth  $6.4  bil- 
lion, he  figures.  Kodak's  third  unit. 
Sterling  Drug,  which  makes  prescrip- 
tion and  nonprescription  drugs,  includ- 
ing Bayer  aspirin,  is  worth  $7  billion. 
Total  estimated  value,  after  deducting 
long-term  debt  of  $9.4  billion  and  a  Po- 
laroid settlement  of  $1.5  billion:  $25.5 
billion,  or  $79  a  share. 

The  Polaroid  case  has  acted  as  a  poi- 
son pill  for  Kodak,  explains  one  arbi- 
trageur. As  long  as  the  cloud  of  uncer- 
tainty existed,  a  buyout  or  merger  was 
unlikely.  With  the  court  hearing  well 
under  way,  that  cloud  is  lifting. 


WHAT'S  BEHIND 
J&J'S  ODD  CLIMB 


Something  curious  is  happening  in 
the  stock  of  Johnson  &  Johnson: 
On  the  surface,  it  appears  that  a 
lot  of  selling  is  going  on,  yet  J&J's 
share  price  is  on  the  rise.  And  volume 
is  running  up  as  well. 

Why?  According  to  one  veteran 
stock-chart  watcher,  the  big  buyers 
want  to  mask  their  purchases.  How? 
They're  patient.  They  buy  shares  only 
on  the  bid  price  and  never  chase  the 
asking  price,  which  is  usually  an  eighth 
of  a  point  higher.  The  effect:  Buying 
occurs  on  a  downtick,  which  makes  it 
look  as  if  demand  for  the  stock  is 


weak.  But  the  consistency  of  the  buy 
ing  ends  up  boosting  the  price  anywa;v 

"Over  the  past  two  years,  we  havi 
seen  a  number  of  takeover  and  restruj 
turing  candidates  exhibit  similar  tra  j 
ing  behavior,"  says  a  strategist  at 
large  securities  firm  in  New  York,  h 
feels  that  a  buyout  bid  for  this  maji 
producer  of  such  brand-name  heal 
care  products  as  Tylenol  and  Band-A 
may  be  imminent.  And  he  expects  tl 
bid  of  $65  a  share  to  come  from 
European  drug-and-chemical  giant. 

To  thwart  the  attempt,  Johnson 
Johnson  management  might  do  a  m 
jor  restructuring,  including  a  hea^ 
buyback  of  its  own  shares.  The  stock 
selling  at  48,  up  from  44  in  Marc 
Earnings  should  improve  from  $2.87 
share  in  1989  to  $3.30  next  year, 
spokesman  says  he  wasn't  aware 
an^-thing  unusual  going  on. 


HITCHING  A  RIDE 
ON  THE  FAX  BOOM 


W 


ith  sales  of  fax  machini' 
surging,  it  isn't  surprisi^ 
that  investors  are  on  ti 
lookout  for  a  fax-stock  play.  One  s 
find:  ChemDesign,  a  fast-growing  c 
tom  chemical  company  that  makes  sp| 
cial  compounds  for  the  thermal  papf  i 
used  specifically  in  fax  machines,  in 

About  40%  of  sales  of  the  young  o*  i- 
fit,  which  went  public  in  April  at  13  jj.' 
come  from  reprographics  products,  p 
eluding  the  chemical  for  the  fax  th 
mal  printing  paper.  To  meet  the  rise| 
demand,  ChemDesign  has  impro' 
the  technology  of  its  custom  rep| 
graphics  compounds  and  has  increai 
manufacturing  capacity  at  existing 
cilities  in  Fitchburg,  Mass.  A  few  of 
biggest  customers:  Du  Pont,  Apple' 
Papers,  and  Monsanto. 

Total  sales  have  boomed:  They're 
from  $4.5  million  in  1984  to  $29  mill: 
last  year.  Earnings  have  been  rising 
well,  to  53<t  a  share  last  year  fronia 
loss  of  12$  in  1984.  "We  expect  Cha- 
Design  to  grow  as  rapidly  as  the  fj- 
machine  business,"  says  Jay  Harri; 
managing  partner  at  Goldsmith  & 
ris,  a  New  York  investment  firm 
figures  that  sales  will  jump  to  $48  I'l^ 
lion  this  year,  rising  to  $68  million: 
1990.  Earnings  of  90$  a  share  are 
pected  for  1988,  with  a  leap  to  $1.2C 
$1.50  seen  for  1990. 

"We  think  the  stock,  now  at  l€ 
will  be  as  hot"  as  the  company's  ra 
sales  and  earnings  growth,  says  G<3' 
smith.  He  thinks  ChemDesign  sha, 
will  climb  to  the  mid-20s.  j 
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lake  a  shot 
at  winning 

sisaooo. 


MATCH  THE 


The  winner  of  this  year's  Buick 
Open  Golf  Tournament  takes 
home  $  180,000.  And  so  could  you. 
Without  swinging  a  club. 

Just  swing  by  your  Buick  dealer 
and  celebrate  Buick  Open's  Silver 
Anniversary  by  playing  our  exciting 


GM 


if'  1989  GM  Corp  All  rights  reserved , 
Let's  get  It  together,  buckle  up. 


"Match  the  Pro"  Sweepstakes, 
between  now  and  July  31 ,  1989. 

You  could  win  the  $180,000 
grand  prize,  one  of  four  $25,000 
first  prizes,  drive  home  one  of  25 
beautiful  1989  Buick  Regal  Custom 
Coupes,  or  win  one  of  many  other 
terrific  prizes. 

Now  is  your  chance  to  be  on  a 
par  with  the  pros  and  win  the  Buick 
Open  Sweepstakes.  See  your  Buick 
dealer  for  details. 

And  be  sure  to  watch  the  excit- 


ing coverage  of  the  Buick  Open  on 
CBS,  July  29  and  30,  live  from  beau- 
tiful Warwick  Hills. 

Void  where  prohibited  No  purchase  neces- 
saiy  Must  be  a  licensed  driver,  18  years  or  older. 
See  participating  Buck  dealer  for  details 


The  Great  American  Road  bekDngs  to 


Official  car  of  the  PGA  Tour. 


FINANCIERS  I 


RIKLIS'  FANCY  FOOTWORK 
MAY  BE  TRIPPING  HIM  UP 


Bondholders  are  fuming  over  his  flip-flop  on  Faberge 


RIKLIS  AND  ZADORA 
WITH  KAOY,  4,      v  ft 
AND  KRISTOFER,  2* 


l^^j^eslii,  ;  ■  klis  generally  keeps 
'  liis  public  comments  to  a  mini- 
/jiTium,  much  to  the  consterna- 
U'jii  oj  Wall  Street.  But  among  friends, 
ti\e  bra'en  financier  is  known  as  quite  a 
story  telle.-.  His  favorite  tale  goes  like 
tins.  In  turn-of-the-century  Russia,  a 
messenger  fnm  the  czar  visits  a  Jewish 
village  and  demands  to  see  the  rabbi. 


Unless  the  rabbi  can  teach  the  czar's 
dog  to  speak,  says  the  messenger,  sol- 
diers will  destroy  the  village.  So  the  rab- 
bi agrees,  but  with  one  condition:  "I 
need  12  years  to  teach  him."  When  the 
rest  of  the  village  panics,  the  rabbi  tells 
them  not  to  worry.  "In  12  years,  any- 
thing can  happen,"  he  says.  "Maybe  the 
czar  will  die,  maybe  the  dog  will  die. 


il 


Or  maybe  the  dog  will  learn  to  tat'  Ji 

It's  easy  to  see  why  Riklis  likes  lai  ;  c 
story  so  much.  Starting  in  the  IJfl,' 
with  $750,000  and  a  penchant  for  ctn 
plex  financial  transactions,  the  65-yir 
old  empire  builder  has  acquired  do^ll^ 
of  well-known  companies — almost  en* 
ly  with  debt.  His  Rapid-American  Q5 
has  owned  and  sold  liquor  distribw: 
Schenley  Industries,  International  % 
tex,  Lerner  Shops,  and  BVD,  to  na 
few.  Riklis'  crop  now  includes  Fab 
and  its  Elizabeth  Arden  unit  and 
Holdings,  the  nonfood  leftovers  of 
dismembered  Beatrice  empire.  Bee: 
he  relies  so  heavily  on  debt  and  o| 
puts  off  payment  of  principal  by  s 
ping  old  bonds  for  new  ones  at  mar 
ly  higher  rates,  he  constantly  buys 

But  the  past  few  years  have 
rough  for  Riklis,  who  declined  to  b 
terviewed  for  this  story.  A  dispute 
Britain's  Guinness  PLC,  which  ste 
from  its  scandal-ridden  1986  takeovi 
Distillers  Co.,  pushed  Riklis  into  sOi 
Guinness  his  valuable  Schenley  I 
tries  Inc.  for  $419  million.  Rapid  toi 
pretax  loss  of  $46  million  on  the 
sale.  With  $807  million  in  long-term 
Rapid  lately  has  suffered  mountin: 
erating  losses,  and  the  company  has| 
to  turn  to  Riklis'  private  Riklis  F; 
Corp.  for  money  to  fund  operations] 
pay  off  debt.  While  Treasury  bonds 
slipped  5%  over  the  past  two  years 
vately  held  Rapid's  10%  bonds,  d 
2006,  have  fallen  37%,  to  51%. 
Rapid  bonds  have  tumbled  similar! 
NO  SALE.  Now,  Riklis  has  problems 
a  different  set  of  bondholders.  A 
ago,  he  acquired  E-II  Holdings  Inc. 
American  Brands  Inc.  for  $1.2  bij 
also  assuming  $1.5  billion  of  debt] 
immediately  took  $925  million  in 
from  E-II  in  exchange  for  Fab 
which  Riklis  had  owned  since  1984—1 
through  Rapid-American  and  then  ifcan-  pj^ 
Family  Corp.  Several  E-II  bondhoj 
sued  in  New  York  State  court,  clai 
that  Faberge's  value  was  half  thJ 
best.  The  bonds'  trustees  later  su(| 
demand  more  information  about 
transaction. 

Riklis  seemed  close  to  settling| 
matter  in  February,  when  he  agrei 
sell  most  of  Faberge  to  Unilever  PLj 
$1.55  billion.  But  the  sale  mysteri 
fell  through  in  May.  Now,  Riklis  pla 
keep  Faberge  and  is  eyeing  furtht 
quisitions  in  the  cosmetics  business 
first  target  Minnetonka  Corp.,  lict 
of  Calvin  Klein  fragrances. 

Minnetonka  might  make  a  go( 
with  Faberge.  But  Riklis'  head-spii  ^ 
moves  and  E-II's  secretiveness  ma 
II  bondholders  more  nervous  thani,] 
To  date,  Riklis  hasn't  missed  anyj 
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ints  on  the  bonds.  But  in  the  worst- 
se  scenario — if  E-II  turns  out  to  be  in 
fault  because  of  the  $925  million 
.nsaction — Riklis  would  have  to  cor- 
;t  the  condition  or  pay  off  the  $1.5 
lion  of  bonds  immediately. 
Bondholders  may  be  worried,  but  they 
)uldn't  be  surprised — Riklis  has  been 
leeling  and  dealing  for  years.  After 
)wing  up  in  pre-Israel  Tel  Aviv,  he 
•ned  a  mathematics  degree  at  Ohio 
ite  University  and  began  working  as  a 
lior  stock  analyst  in  1951  at  Piper, 
Tray  &  Hopwood  in  Minneapolis.  Har- 
C.  Piper,  chairman  emeritus,  remem- 
•s  Riklis  as  smart  and 
fhly  charismatic:  "He 
s  lots  of  fun,  full  of 
A^ish  stories — a  real 
iracter."  Riklis  became 
)roker,  and  before  long 
ced  a  few  clients  into 
ating  a  pool  of 
•0,000,  which  he  used  to 
jin  making  acquisitions, 
his  1969  MBA  thesis, 
ich  analyzed  the  early 
rs  of  his  career,  Riklis 
ed  his  strategy  "the  ef- 
:ive  use,  or  rather  non- 
,  of  cash." 

CE-SAVER.  Because  a 

;e  portion  of  his  hold- 

>  are  closeted  in  Riklis 

lily,  which  owns  100% 

lapid,  it's  nearly  impos- 

2  to  tell  how  much  Rik- 
s  now  worth.  But  his 
une  is  clearly  huge: 
and  his  second  wife, 
ear-old  actress-singer 
Zadora,  travel  in  his- 
hers  Lear  jets.  Riklis 
s  a  huge  townhouse  in 
'  York,  is  building  a 
home  in  Malibu,  and 

i  ntly  paid  $7  million  for 

I  fair,  the  grand  Los  Angeles  mansion 

I   owned  by  Douglas  Fairbanks  Sr. 

j  Mary  Pickford.  Among  the  new 
nities:  a  massive  playroom  for 
fhter  Kady,  4,  and  son  Kristofer,  2, 
a  recording  studio  for  Zadora.  She 
unavailable  for  an  interview  be- 
e  she  needs  to  "save  her  voice"  for 
pcoming  record,  her  agent  says. 
'Hgtime  employees  of  the  Riklis  em- 
describe  him  as  a  benevolent  baron, 
s  known  for  generous  benefits  and 
itives,  and  insiders  say  he's  an  inspi- 
nal  leader.  "Many  thousands  of  peo- 
ook  to  him  as  a  father,"  says  J. 
3  Lux,  a  lifelong  McCrory  Stores 
oyee  and  now  president  of  the  com- 
.  This  June,  Riklis  is  personally  tak- 
1,000  McCrory  employees  and  their 
ies  on  a  company-paid,  two-week 
of  Israel,  Greece,  and  Egypt.  The 
includes  visits  to  such  Holy  Land 
as  the  Stations  of  the  Cross. 


The  Riklis  empire  isn't  necessarily  a 
comfortable  place  for  newcomers, 
though.  In  February,  1985,  former  Mont- 
gomery Ward  &  Co.  President  Stephen 
L.  Pistner  was  hired  with  great  hullaba- 
loo and  given  a  five-year  contract  valued 
at  $12.5  million.  He  was  to  transform 
McCrory,  then  with  yearly  sales  of  $918 
million,  into  a  $5  billion  chain.  Within  2V2 
years,  he  resigned  abruptly,  and  both 
sides  declined  to  say  why.  Sales  at 
McCrory  never  surpassed  $2  billion. 

Riklis'  business  style  has  not  exactly 
endeared  him  to  Wall  Street  either. 
Since  1981,  when  he  took  Rapid-Ameri- 


A  CAREER  OF  WHEELING  AND  PEALING 

1 957  Through  Rapid-American  Corp.,  an  office  machine,  printing,  and 
Christmas-card  company  he  controls,  former  stockbroker  Meshulam 
Riklis  starts  buying  merchandising,  tire,  apparel,  and  packaging  compa- 
nies, largely  through  high-yield  debt  and  stock  swaps 

1963  Disastrous  earnings  at  McCrory  stores,  acquired  in  1960,  force 
Riklis  to  liquidate  all  Rapid  holdings  except  51%  of  McCrory 

1 974  Combination  of  poor  management,  a  recession,  and  tight  credit 
again  brings  Rapid  to  the  brink.  Leads  to  sale  of  International  Playtex  and 
BVD  units;  uses  proceeds  to  retire  debt 

1 978  SEC  charges  Rapid  and  other  Riklis  companies  paid  fees  to  Rik- 
lis' personal  creditors  in  1975,  when  he  was  in  financial  difficulty.  With- 
out admitting  or  denying  guilt,  he  agrees  not  to  violate  securities  laws 

1 986  Fails  to  make  required  disclosure  of  more  than  5%  stake  in  Brit- 
ain's Guinness  PLC.  Riklis  calls  it  an  oversight,  but  a  former  Guinness  fi- 
nance director  testifies  that  Riklis  helped  bid  up  price  of  Guinness  to  as- 
sist its  acquisition  of  Distillers  PLC 

1 988  Buys  E-II  Holdings  from  American  Brands  and  removes  $925 
miUion  in  cash.  The  move  prompts  suits  by  E-II  bondholders  claiming  he 
may  have  violated  bond  covenants.  Riklis  denies  any  wrongdoing 

1 989  A  deal  to  sell  most  of  E-II's  Faberge  unit  to  Unilever  fizzles.  E-II 
announces  a  plan  to  build  a  cosmetics  and  fragrance  empire 


can  private  but  left  its  debt  in  public 
hands,  the  company's  bond  rating  has 
remained  at  a  lowly  CCC.  Very  few  Wall 
Street  firms  even  follow  his  debt,  large- 
ly because  his  deals  are  so  labyrinthine 
and  information  about  them  is  so  sparse. 

Typical  is  a  transaction  in  May,  1986. 
That  month,  he  took  Faberge  out  of 
Rapid  and  transferred  it  to  Riklis  Fam- 
ily, leaving  Rapid  bondholders  with  a 
new  issue  of  preferred,  nonvoting  stock 
in  Faberge.  One  effect  was  to  lessen  the 
bondholders'  influence  over  Faberge.  It 


Riklis  bought  E-II  Holdiags, 

then  sold  it  Faberge — 
for  twice  what  it  was  worth, 
plaintiffs  say 


may  also  have  been  designed  to  keep 
any  Faberge  losses  off  Rapid's  balance 
sheet.  Meanwhile,  Rapid  could  have  re- 
ceived steady  earnings  from  Faberge 
preferred  dividends,  regardless  of  Fa- 
berge's  reported  results. 
SCOTCH  TREAT.  His  fancy  footwork  has 
caused  a  few  run-ins  with  the  authori- 
ties. In  1979  the  Securities  &  Exchange 
Commission  brought  a  complaint  against 
Schenley,  charging  that  it  had  granted 
illegal  discounts  to  certain  purchasers. 
Without  admitting  or  denying  guilt,  the 
company  signed  a  consent  agreement  to 
disclose  information  about  its  business 
practices.  In  that  same 
year,  Riklis  signed  anoth- 
er consent  agreement, 
without  admitting  or  deny- 
ing guilt,  after  the  SEC 
charged  him  with  having 
one  of  his  companies  pay 
fees  to  his  personal  credi- 
tors. Riklis  agreed  to  re- 
frain from  future  viola- 
tions and  to  form  a  special 
committee  to  "scrutinize" 
transactions. 

More  recently,  he  got 
entangled  in  the  notorious 
Guinness  takeover  of  Dis- 
tillers. Apparently  con- 
cerned that  his  Schenley 
would  lose  its  valuable 
U.  S.  distribution  rights 
for  Dewar's  whisky,  a  Dis- 
tillers brand,  Riklis  alleg- 
edly agreed  to  help  Guin- 
ness pull  off  the  takeover. 
His  purchase  of  more  than 
5%  of  Guinness  helped 
boost  the  stock  price, 
which  in  turn  aided  Guin- 
ness because  it  was  ac- 
quiring Distillers  with 
Guinness  shares.  (Riklis 
failed  to  report  his  5% 
stake  to  British  authorities;  his  lawyers 
subsequently  called  this  an  oversight.) 
In  exchange,  according  to  testimony  by 
Guinness'  former  finance  director,  the 
company  granted  Riklis  an  indefinite  ex- 
tension of  his  Dewar's  distribution  con- 
tract and  transferred  to  him  the  Dewar's 
U.  S.  trademark  for  a  small  fee. 

Although  the  deal  might  appear  to 
have  been  a  quid  pro  quo  for  Riklis' 
help,  his  lawyers  maintain  that  the  exis- 
tence of  a  U.  S.  trademark  holder  gave 
Dewar's  more  muscle  in  fighting  unau- 
thorized imports.  In  any  case.  Guinness' 
top  managers  resigned  after  the  scandal 
came  to  light,  and  new  executives 
threatened  Riklis  with  legal  action  over 
Dewar's.  In  1987,  he  washed  his  hands 
of  the  matter  by  the  sale  of  Schenley  to 
Guinness.  Unlike  eight  top  British  execu- 
tives and  investors  who  face  criminal 
charges  in  connection  with  the  scandal, 
Riklis  seems  to  have  emerged  un- 
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scathed.  He  was  interviewed  by  Scotli 
Yard  last  November  but  hasn't  b 
charged  as  a  co-conspirator.  Sources 
British  authorities  are  not  likely  to  i 
ther  explore  his  role  in  the  takeover. 

But  the  pressure  from  E-II  bondh 
ers  is  likely  to  increase.  They  allege  t 
by  swapping  the  $925  million  cash 
Faberge,  Riklis  may  have  broken  b 
covenants  intended  to  conserve  c 
flow  for  interest  and  debt  payments 
suit  by  the  bond's  trustees,  filed 
winter  in  federal  court  in  the  North 
District  of  Illinois,  charges  Riklis  v 
siphoning  off'  additional  E-II  cash  to 
money  to  Rapid  and  to  pay  off"  Fabe 
loans.  Riklis'  lawyers  contend  that 
bond  covenants  were  broken  and 
there  was  nothing  wrong  with  tak 
cash  out  of  E-II.  The  suits  are  pend 
MAKEUP  ARTIST?  Bondholders  chee 
Riklis'  announcement  that  he  was  sel 
Faberge  to  Unilever.  "At  that  junctu 
says  Robert  Miller,  a  lawyer  for 
bondholder  plaintiff,  "we  said,  'You 
the  deal  done,  we  drop  our  lawsuit.' 
didn't  work  out  that  way.  In  May,  ( 


The  confusion  among 
bondholders  will  likely  gro 
as  Riklis  tries  to  become 
a  major  factor  in  cosmetic 


days  before  the  deal  was  to  close, 
abruptly  announced  that  it  was  oflP. 
lever  claims  Faberge  suddenly  askec 
a  much  higher  price.  Daniel  J.  Man 
chairman  of  Faberge  and  vice-chair 
of  E-II,  says  only  that  "lots  of  legal 


technical  problems"  scuttled  the  de£j|: 
Adding  to  the  confusion  is  Riklis'  ' 
to  use  E-II  to  buy  Minnetonka.  E-II,  'Vkl 
to  be  bidding  against  Unilever,  an 
others,  is  thought  by  industry  anal 
to  be  the  high  bidder.  But  bidders 
the  offers  have  been  well  below  Mi 
tonka's  current  market  value  of 
million,  which  is  presumably  what 
Street  expects  to  be  the  result  of 
bidding.  An  announcement  from  Mi 
tonka  is  expected  in  June. 

Riklis  has  typically  grand  ambilpjjufjj  i 
for  cosmetics.  "We  want  to  beconj' 
major  factor  in  this  field,"  says  Mar 
his  right-hand  man  for  30  years.  B 
may  not  be  as  easy  as  they  think. 
E-II's  total  outstanding  debt  of  rouj 
$2  billion,  investors  won't  leave  E| 
alone  until  they  are  assured  he  can 
the  cash  flowing.  This  time,  Riklis 
not  have  all  the  time  he  wants. 

By  Andrea  Rothman  in  New  York, 
Mark  Maremont  in  London 
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rhe  competition  can't 
hold  a  candle  to  us. 


d  ^  >c      4  S  O  - 


X^±s      1&2      an      oirc3±nairy  fax 
fax  C>  ^  - 


Heat  is  what  makes  most  fax 
lages  appear.  Unfortunately, 
at— and  time— can  also  make 
sm  disappear. 

If  you  need  to  keep  a  permanent 

;ord  of  your  fax  messages-without 

iking  a  separate  trip  to  the  copier- 

'  have  the  solution. 

It's  the  dex®  450  facsimile  from 

jitsu. 

The  dex  450  prints  on  plain  paper 
)lain  paper  that's  easy  to  write  on, 
^Is  good,  looks  great  and  is  perfect 
long-term  storage. 
I  But  that's  not  all  that  puts  this 
jitsu  fax  ahead  of  the  competition. 


The  dex  450  also  has  a  20-page 
memory  for  broadcasting  and  out-of- 
paper  reception,  advanced  auto- 
dialing.  Image  Quality  Processing 
(IQP)  for  superb  copy  quality,  CCITT 
error  correction  for  more  accurate, 
reliable  transmission  and  reception, 
and  much,  much  more. 

Best  of  all,  the  dex  450  is 
designed  and  built  for  rugged 
reliability,  by  one  of  the  world's 
leading  makers  of  computers  and 
communications  systems.  And 
it's  backed  by  a  dedicated  nation- 
wide fax  service  organization 
with  over  20  years  of  experience. 


For  complete  information  about 
the  dex  450  and  all  our  other  high- 
tech facsimiles,  contact  Fujitsu 
Imaging  Systems  of  America,  Corpo- 
rate Drive,  Commerce  Park,  Danbury, 
CT  06810.  Or  call:  1-800-243-7046. 

dex '  IS  ,1  ret;i''lf  red  tra(icm,jrk  iif  Fujitsu  Imapng  Systems  of  Amenta,  Inc 


The  global  computer  &  communications  company. 


GASOLINE  I 


IT'S  NOT  JUST  A  FILL-UP 
ANYMORE— IT'S  AN  EVENT 


The  current  marketing  frenzy  has  gas  stations  all  pumped  up 


When  Emanuel  "Manny"  Giana- 
kakos  took  over  a  Shell  ser- 
vice station  in  Lincolnwood, 
III,  nearly  four  years  ago,  it  was  pump- 
ing red  ink.  Gianakakos  spruced  up  the 
place,  started  giving  away  cold  drinks, 
key  chains,  and  coffee  mugs,  and  began 
running  specials  on  tune-ups  and  oil 
changes.  Then,  last  December,  Shell  Oil 
Co.  refurbished  his  station  with  $350,000 
worth  of  flashy  new  canopies,  signs,  and 
high-speed  pumps.  The  No.  1  U.  S.  gaso- 
line marketer  has  also  been  pushing  a 
series  of  new  products  in  a  national  ad 
campaign.  Today,  Gianakakos  can't 
pump  fast  enough:  At  360,000  gallons  a 
month,  his  sales  are  up  sixfold  from 
1985.  "P'eople  are  coming  back,"  he  says. 

So  is  gasoline  marketing.  Amoco,  Ex- 
xon, Mobil,  Chevron,  and  Shell  are 
spending  billions  of  dollars  to  jazz  up 
their  stations  and  push  new  grades  of 
super-premium  gas.  And  Gasoline  Alley 
is  starting  to  look  like  a  shopping  mall. 
At  many  of  today's  slick  stations,  you 
can  pick  up  fresh  doughnuts,  pizza,  and 
hi  o.ad — and  even  rent  a  movie.  You  may 
be  nble  lo  pay  for  your  gas  at  a  pump- 
side  credit-card  terminal.  Or  you  may 
<inve  off  with  a  free  lottery  ticket,  a 
■ijtful  of  trading  stamps,  or  a  chit  for  a 
o.illoon  ride,  courtesy  of  your  business- 
hungr  ,-  local  dealer.  It's  the  sort  of  mar- 


30 


25 
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keting  frenzy  that  hasn't  been  seen 
since  the  industry's  heyday  in  the  1960s, 
when  oil  companies  launched  fancy- 
sounding  fuels — remember  Shell's  Plat- 
formate? — and  dealers  gave  away  every- 
thing from  dishes  to 
inflatable  dinosaurs  to 
draw  in  drivers. 

But  if  it  seems  like  the 
go-go  years  for  gas 
again,  the  industry  is  also 
feeling  a  chillier  blast 
from  the  past.  After  the 
Exxon  Valdez  tanker  spill 
off  the  Alaskan  coast  on 
Mar.  24,  Big  Oil  has  been 
wriggling  under  intense 
scrutiny  the  likes  of 
which  it  hasn't  felt  since 
the  energy  crises  of  the 
1970s.  The  average  price 
of  all  retail  gas  has  risen 
197f  since  early  March,  to 
$1.18  a  gallon,  according 
to  Lundberg  Survey  Inc., 
an  industry  research 
firm.  The  industry 
blames  the  sharp  rise  in  gas  prices  on 
OPEC,  rising  demand,  and  the  cost  of 
meeting  new  environmental  rules.  Still, 
suspicions  of  price  gouging  and  worries 
about  environmental  damage  have  given 
the  industry  quite  a  black  eye. 


PUMPING  OUT 
THE  PREMIUM 
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Oil  companies  would  rather  focus 
happier  prospect:  the  start  of  the 
mer  driving  season.  Increasingly,  th 
dustrj-  is  making  its  money  at  the  p 
rather  than  in  the  oil  field.  In  1988, 
ing  and  marketing  profits  for  the 
oil  companies  doubled  to  $21.8  bi 
while  production  profits  fell,  acco 
to  a  survey  by  Oil  &  Gas  Joum 
trade  publication. 
'A  REVOLUTION.'  Sales  should  be  st 
again  this  summer.  But  demand  for 
is  rising  at  less  than  2%  a  year,  and 
heightens  the  battle  for  market 
To  sharpen  theii  retail  operations 
majors  have  closed  down  thousanc 
money-losing  stations  in  the  past 
years,    abandoning   entire  reg 
They're  spending  heavily  to  upgrac 
fineries  and  stations,  enabling  the 
pump  more  gas  through  fewer  ou 
"It's  a  revolution  at  the  station," 
Bryan  Jacoboski,   an  analyst 
PaineWebber  Inc. 

Amoco  has  been  in  the  front  ran 
that  revolution.  Starting  in  the 
1980s,  it  has  pulled  out  of  16  stat< 
spent  more  than  $100  million  to  mo 
ize  its  remaining  3,700  stations 
pressuring  its  6,700  independent  ov 
to  follow  suit.  In  1987,  it  became 
first  major  oil  company  to  start  ph 
out  leaded  gasoline,  replacing  it 
two  high-octane  grades,  Amoco 
and  Ultimate,  which  it  pushes  with 
million-a-year  ad  campaign.  "We 
the  customer  what  he  wants,"  says 
ert  J.  Rauscher,  marketing  vice- 
dent.  In  the  29  states  where  it  still 
gas,  Amoco  has  incr 
its  market  share  to 
last  year  from  11.^ 
1983.  In  1988,  it  had 
ating  profits  of 
lion  in  refining  and 
keting  on  sales  o: 
billion — almost  as 
as  it  earned  from  pi 
tion. 

Like  Amoco,  mai 
companies  are  unv 
new  products  in  the 
tie  for  the  $85  billi 
tail  U.  S.  gasoline 
ket.  Tapping  Ameif 
renewed  love  for  | 
performance  cars,  t 
hiking  the  octane  r 
in  their  premium 
lines  to  as  high  ; 
tossing  in  additiv 
help  engines  run  smoother,  and  U\ 
it  off  with  a  fancy  name.  On  M; 
Texaco  announced  a  new  line  of  Si 
3  fuels — leaded  and  unleaded — su| 
ed  by  a  $20  million  campaign. 
Few  cars  actually  need  premiuilj 
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"It's  a  simple  formula. 
The  more  power  under  the 
hood,  the  faster  you  go.  Well, 
1  just  found  a  386 PC  with  a 
Ferrari  engine." 

t 

% 

ZENITH  INNOVATES  AGAIN^ 

Racing  at  8.2  MIPS^  Zenith  shatters  the  33MHz  speed  barrier  with 
one  of  the  fastest  Intel386'^  workstations  ever  built. 

Even  after  you  see  it,  you  still  might  not  believe  that  any  386/33  workstation 
can  deliver  such  unprecedented  speed  and  reliability  as  Zenith  Data  Systems' 
Z-386/33.  But  it's  true. 

Up  to  30%  faster  than  many  25MHz  desktops,  Zenith's  Z-386/33  even 
exceeds  the  limits  of  other  33MHz  systems.  In  fact,  its  super-fast  processor,  disk 
and  memory  subsystems  give  you  uncompromising  performance.  So  you  can 
blaze  through  the  most  demanding  scientific,  engineering  and  manufacturing 
applications  at  an  almost  unheard  of  8.2  MIPS. 

For  those  who  need  25MHz  power,  there's  the  Zenith  Z-386/25.  It,  too,  gives 
you  high-powered  file  serving,  CAD/CAM/CAE,  multi-tasking  and  multi-user 
capabilities.  And  each  lets  you  take  advantage  of  thousands  of  industry  standard 
peripherals  as  well  as  such  advanced  operating  environments  as  MS  05/2" 
and  SCO™  Xenix! 

Both  32-bit  powerhouse  workstations  also  let  you  add  hard  drives  and  up 
to  64MB  of  memory  to  keep  pace  with  your  growing  needs.  Plus,  they  come 
standard  with  MS-DOS.'  And  all  hard 
drive  models  even  include  Microsoft* 
Windows/386. 

So  if  you  need  a  faster  workstation  — 
or  the  fastest— shift  into  overdrive  with 
Zenith's  Z-386/25  or  Z-386/33  today 
For  the  name  of  your  nearest  Zenith  Data 
Systems  authorized  dealer,  call: 
1-800-553-0350. 


data 
systems 


THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON " 


Graphics  simulate  Microsoft*  Windows,  a  product  and  trademark  of  Microsoll 
Corporation  MS-DOS,  MS  OS/2,  Microsoft  Windows/386  and  Xenix  are 
registered  trademarl<s  of  Microsoft  Corporation  SCO  is  a  trademark  of  The 
Santa  Cruz  Operation,  Inc.  Intel386  is  a  trademark  of  Intel  Corporation, 

-Source:  Power  Meter™  VI. 5,  The  Database  Croup.  Inc..  Upland.  CA.  MIPS.  Millions  of  Insmiclwns  Per  Second 
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The  Ultimate  Power  Tower: 
Zenith's  Z-386/33  &  Award-Winning 
Flat  Technology  Monitor 


©  1989,  Zenith  Data  Systems 


Low-rises.  2060  A.D. 


Hi-Tech.  2060  A.D. 


Will  today's  hi-rises  be  the  low-rises  of  tomorrow^  That  remains  to  be 
seen.  But  Samsung  audio  products  will  surelv  be  high  on  everyone's  list. 

:g  SAMSUNG 

The  future  of  electronics. 
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THE  LEAP  TOWARDS  TOTAL  QUALITY  " 


A 


t  first  glance,  the  United  States 
and  Mexico  seem  to  share 
the  same  chronic 
productivity 
problem.  US 
productivity 


owth  has  been  frozen  at 
)out  1%  in  yearly  gains 
Qce  1973,  while  Japan 
IS  often  approached  6% 
inual  increases  during 
e  same  period. 
Productivity  growth 
IS  remained  sluggish 
the  US  despite  ^,  ir 

assive  expenditures 
I  high  technology 
iuipment-$19 
llion  was  spent  last 
ar  on  automation  in  the 
j  5.  Mexico  seems  mired 
i  a  similar  productivity 
oblem,with  yearly  gains  esti- 
ated  at  about  1.3%,  accord-  *>i^ 
I  to  Julio  A.  Millan,  President  of 
I  Productivity  Commission  for  Mexico's 
itional  Confederation  of  Industrial 
lambers. 

But  the  similarity  ends  with  superficial 


by  David  Kimball 

comparisons.  The  key  distinction  begins  with 
Mexico's  immediate  productivity  potential 
V  as  demonstrated  by  dramatic  suc- 

cess in  the  country's  manufac- 
turing sector. 

According  to  Felipe 
Cortes,  President  of  the 
Productivity  Council 
of  Monterrey,  manufac- 
turing productivity 
has  increased  at  nearly 
twice  the  average  for 
the  country  as  a  whole. 
From  1982  to  1988,  the 
dollar  value  of  non-oil 
exports  doubled  while 
oil  exports  dropped 
from  80%  to  35%  of 
.  the  country's  foreign 

income.'The  rise  in 
'^f^  manufactured  exports  has 

been  nothing  less  than  remark- 
able," says  Dr.  Fernando  Sanchez 
Ugarte,  Undersecretary  of  Industry 
and  Foreign  Investment.  While  US  productivi- 
ty remains  sluggish  despite  massive  capital  infu- 
sions, Mexican  productivity  appears  to  be  ex- 
tremely responsive  to  the  new  national  priority 
of  developing  non-oil  exports. 
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"Maquila"  Productivity 

More  important  than  any  broad  sta- 
tistical measures  are  the  resuhs  from 
specific  sectors  in  which  the  basic 
requirements  of  productivity  have  been 
provided  to  Mexican  operations. 
Certainly  the  country's  booming  maquila- 
dora  or  assembly  plant  industry  has 
become  a  productivity  showcase.  The 
industry's  25%  yearly  growth  rate  seems 
at  first  to  rely  primarily  on  a  single  pro- 
ductivity advantage  -  the  low  cost  of 
labor.  Mexican  labor  averages  about  10% 
of  the  US  equivalent,  according  to  the  US 
Department  of  Labor.  Under  the  maquila 
program,  US  components  enter  Mexico 
for  assembly  and  are  then  re-exported  as 
finished  goods.  US  duty  is  applied  only 
to  the  "value  added"  in  Mexico  chiefly  in 
the  forni  of  labor. 


Mexican  vs.  Asian  Costs 

The  enormous  Mexico-US  wage 
differential  is  complemented  by 
Mexico's  growing  labor  cost  advantage 
over  competing  Asian  countries. 
According  to  a  report  by  the  Wharton 
Econometric 
Forecasting 
Associates,  South 
Korea  (the 
low-cost  leader 
among  the 
industrialized 
Asian  "Tigers") 
already  has  wage 
rates  which  are 
double  the 
Mexican  average 
in  the  maquila  industry's  largest  man- 
ufacturing segment:  electrical  and 
electronic  assembly. 

But  the  most  striking  data  from 
Wharton's  October,  1988  analysis 
of  the  maquila  industry  are  projections 
of  dramatic  increases  in  the  wage 
gap  between  Asian  and  Mexican  labor. 
Within  five  years,  Korean  wages  for 
electrical  and  electronic  workers 


Steel  production,  Hylsa  Plant,  Monterrey,  Nuevo  Leon 


will  be  four  times  the  Mexican  average 
Korean  workers  in  transportation 
equipment  will  receive  six  times  the 
wage  for  Mexican  workers  in  the 
same  field.  Wages  in  Taiwan  and  Singi 
pore  will  be  even  higher  than  in 

Korea,  according 
to  the  Wharton 
forecasts. 


Beyond  Cheap  Labor 

With  such  dra- 
matic labor  cost 
advantages  boost 
ing  unit  cost  savinj 
calculations  in 
Mexico,  the  coun- 
try's growing  obse; 
sion  with  quality  seems  somewhat  sur- 
prising. But  there  is  "a  very  broad-basi 
current"  of  new  professional  dedicatio 
to  quality  in  Mexico,  according  to  Dr. 
Enrique  Aldunci'n  Abitia,  head  of  the 
Quality  Division  for  Banco  Nacional 
Mexico.  In  the  bank's  new  quarterly 
joumaL  "Comercio  Intemacional 
Banamex,"  Aldunci'n  reports  on  a  sur- 
vey of  230  "leader"  companies  in  Mex: 
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\H  DIEGO  CALEXICO 


TIJUANA 


THE  LARGEST  CONSTRUCTION  COMPANY 
IN  LATIN  AMERICA -AND 
MEXICO'S  LEADING  FOREIGN 
INVESTMENT  BANK... 

...  Announce  the  developm 
of  three  industrial  pai 


MEXICALI 


42  years  of  experience 
in  14  countries. 

Offering  complete  advisory  services  on 
the  Mexican  maquila  industry. 

Let  the  IMAQ  bilingual  team  help  you  understand 
production  sharing  strategy  in  Mexico.  For  further 
information,  including  a  brochure  on  IMAQ  park  facilities 

C.ili,  .Fax  or  Write: 

GRUPO 


2(  '\b  Cole  Ave.  Suite  900 
Dal:.'s.  "x  75204,  USA 
Tel  (2i-M  S7i-3184 
Fax (2!4)  K?  1-4965 


IMAQ  Parks  are 
developed  in  a 
joint  venture 
with  PROMSA. 
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hich  together  account  for  about  one- 
)urth  of  Mexico's  Gross  Domestic 
roduct. 

The  Banamex  survey  recorded 
le  companies'  own  product  ratings  and 
end  projections  for  both  quality  and 
ice.  Alduncm  concludes  that  "for 
e  years  1988-90,  in  the  large  majority 
manufacturing  branches,  increases  in 
)th  quality  and  productivity  will  be 
ident,  although  the  strongest  orienta- 
)n  will  be  made  in  an  effort  to  im- 
ove  quality." 

Based  on  the  companies'  estimates, 
;ader  company"  products  are  currently 
out  equal  to  world  averages  (a  1  % 
ality  advantage  was  estimated).  But 
1989,  the  quality  advantage  will 
:rease  to  5%,  followed  in  1990  with  an 
\%  international  quality  advantage, 


Robotic  welding.  Ford  Plant.  Hermosillo,  Sonora 

as  measured  by  the  companies'  product 
ratings. 

Alduncm  explains  that  Mexico's 
new  focus  on  quality  reflects  a  "greater 
consciousness  regarding  the  strategic 
role  played  by  quality  in  world  markets." 


But  he  also  notes  that  the  new  quality 
consciousness  "is  due  in  part  to  the  fact 
that  Mexico  traditionally  has  competed 
almost  exclusively  on  the  basis  of 
cost;  in  other  words,  inferior  goods  but 
at  low  prices." 


RESIDENTIAL    •COMMERCIAL    •TOURISM  •INDUSTRIAL 


MEXICO'S  LARGEST  REAL  ESTATE  DEVELOPER 

A  full-service  organization  with 
35  years  of  ieadersfiip  experience 
announces  the  development  of 
master-planned  industrial  parks 
in  Tijuana  and  Mexicali 

The  Difference: 

Adjacent  worker  housing 
built  with  each  development. 


Call,  write  or  fax: 
Baja  Maq 

David  Mayagoitia/  VP  Marketing 
4650  Border  Village  Road,  Suite  210 
San  Ysidro,  CA  92073 
Tel.  (619)  428-8288,  Fax  (619)  428-0451 


In  Tijuana 

David  Mayagoiua/  VP  Marketing 
Tel:  (011-52-66)  86-42-04.  05  or  09 
Fax:  (011-52-66)  86-42-00 
Circle  the  response  card  rtumber  tor  FRISA 


WHAT  INDUSTRIAL  CITY 
IS  3  TIMES  THE  SIZE 

OF  DALLAS  AND  45  TIMES 
CLOSER  TO 
YOU  THAN  TAIWAN? 


o 


TEXAS 

Houston  y//^ 

San  Arttomo  ,yy/A'\ 

MEXICO  t««do 

^  / 

Monterrey  T'^^HH  J 

\\\\-  GULF 

yj)  OF 

/// 
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Monterrey,  Nuevo  Leon 

ver  200  U.S.  corporations  have  already  discovered  us. 
They  found  huge  open  plant  capacities,  a  superbly 
trained  work  force  and  the  best  industrial  investment 
opportunities  in  Mexico. 

And  they  found  all  this  just  142  miles  from  the  U.S.  border. 
Let  us  help  you  discover  Monterrey. 
You'll  be  discovering  the  future  of  world  class  production 
sharing  with  Mexico.  Monterrey,  Nuevo  Leon 

One  Hundred  Years  of  Industrial  Leadership 

Circle  the  reader  response  card,  call  or  write  Proexport,  your 
non-profit,  bi-lingual  liaison  with  the  State  of  Nuevo  Leon 
Assistance  with  joint  ventures,  sub  contracting,  maquiladoras 
and  government  support  programs  In  Mexico. 


Contact  Proexport  Nueva  Leon 

Apdo  Postal  3165 
Monterrey,  N  L  64000.  I^lexico 
Tel :  (01 1-52-83)  45-73-53  through  56 
Fax  (011-52-83)44-55-76 


Fernando  Garcia,  Executive  Director 
Luis  F  Villaescusa,  Assistant  Director 
Laura  Garza,  Assistant  Director 
William  L.  Kane,  Executive  Advisor 


In  the  US 

2626  Cole  Ave  Suite  900 
Dallas,  TX  75204,  USA 
Tel  (214)871-3184 
Fax:(214)871-4965 


WHEN  THE  QUESTION  CONCERNS 
PRODUCTION  SHARING 
IN  MEXICO, 


THE  ANSWER  IS 
BANCO  NACIONAL  DE  MEXICO. 

Mexico  is  strategically  located  next  to  the  largest  market  in  the 
world.  The  country  is  already  an  important  element  in  the  world- 
wide effort  to  increase  productivity,  lower  production  costs  and 
effect  inventory  optimization. 

Banco  Nacional  de  Mexico  (Banamex)  has  served  the  pro- 
duction sharing  industry  in  Mexico  from  its  inception  to  day-to-day 
operations,  regardless  of  business  category... from  electronics  to 
automotive,  from  furniture  to  industrial  components. 

The  Bank  serves  the  entire  industry— established  firms,  land 
developers,  suppliers—  with  a  fully  staffed  department  of  produc- 
tion sharing  specialists  and  with  offices  strategically  located 
throughout  the  world  and  in  every  principal  production  sharing  site 
in  Mexico. 

Banamex  offers  domestic  and  international  banking  and 
financial  services.  Beginning  with  information  and  consulting 
services,  trust  funds,  treasury  in  Mexican  and  foreign  currencies, 
Banamex  service  continues  through  the  successful  planning, 
implementation  and  operation  of  the  production  sharing  facility 
including  competitive  local  sourcing  support. 

For  those  who  know  the  Bank,  this  comes  as  no  surprise. 
For  over  100  years  Banamex  has  been  an  integral  part  of  the 
economic  life  of  Mexico.  With  over  740  branches  throughout  the 
country  and  international  offices  in  major  financial  centers  in  the 
world,  we  serve  the  broad  personal  and  corporate  needs  of  any- 
one executing  a  business  strategy  in  Mexico.  No  where  is  this 
better  demonstrated  than  in  our  commitment  to  the  production 
sharing  industry  in  Mexico. 

So,  if  you  have  a  question  relating  to  this  important  economic 
opportunity,  the  answer  is  Banco  Nacional  de  Mexico. 

For  further  information,  contact: 
In-Bond  Industry  Division 

Isabel  La  Catolica  #165,  8th  Floor,  06089  Mexico,  D.F 
Telephone:  761-7996  Telex:  177-3140  Telefax:  761 -7693 


Banamox 

Banco  nQcional  dc  ITIgxicq 


INTERNATIONAL  OFFICES:  NEW  YORK,  CHICAGO,  HOUSTON  LOS 
ANGELES,  TORONTO,  NASSAU,  SAO  PAULO,  LONDON  PARIS 
MADRID,  FRANKFURT,  TOKYO,  SINGAPORE. 
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discussed  among  Mexican  management 
circles. 

Julio  A.  Millan.  President  of  the 
Productivitv'  Commission 
for  Mexico's  Confederation 
of  Industrial  Chambers  notes 
that  "before,  a  Japanese 
product  was  a  badl>'  made 
copy  of  western  products. 
Now.  the  consumer  is  willing 
to  pay  more  for  the  inscrip- 
tion. 'Made  in  Japan.'"' 

Mexican  manufacturers 
now  clearly  perceive  quality 
as  the  entree  to  international 
markets.  There  is  a 
new^  recognition  in  Mexico 
that  quality  w  ill  produce  the 
export  sales  w  hich  w  ill  in 
turn  generate  volumes  equal 
to  other  world  class  pro- 
ducers. And  these  volumes 
w  ill  give  Mexican  operations 
the  economies  of  scale 
required  for  international 
competition.  Quality  is  seen 
as  the  key  to  further  impro\  e- 
ments  in  Mexican  produc- 
tivity. 

"LaApertura" 

International  competition 
is.  in  fact,  the  new  reality  of 
Mexico's  internal  dynamic.  In 
1985.  Mexico  began  an  abrupt 
series  of  tariff  reductions 
which  have  opened  its  econo- 
m\  to  foreign  imports  for  the 
first  time  in  more  than  50  years.  Quality 
and  productivity  are  now  percei\ed  as 
the  only  means  by  which  Mexican  man- 
ufacturers can  compete  even  within 
their  own  market. 

■"La  Apertura  (the  opening)  is  an 
historic  moment  for  Mexico."  according 
'C  Gutierrez.  "We  know  we  are  going 
10  iose  some  of  our  companies  because 
thev  .:annot  survive  against  foreign  com- 
petiuon.  But  those  which  can  survive. 

will  prn^DvT  " 


Gutierrez  believes  "the  lack  of  qual- 
ity in  some  Mexican  products  is  most 
often  not  a  technical  problem.  It's  an  atti- 
tude problem  -  especially  among  man- 
agement. We  suffer  from  a  negative  atti- 
tude toward  ser\'ice.  To  some  degree, 
there  is  a  confusion  in  Mexico  between 
■ser\'ice'  and  "sen-  itude."  .A.nd  that  con- 
fusion comes  from  our  lack  of  democra- 
cy in  the  past." 

But  Gutierrez  remains  optimistic. 


Computer  component  prooucaon.  Monterrey,  Ni^eio  Lecn 


"The  Mexican  people  have  an  enor- 
mous asset-youth.  The  new  generation 
has  a  new  attiuide  and  a  different  histo- 
r\.  The\  are  more  objecti\e  more  uni- 
fied and  definitely  bener  educated- 
although  we  still  ha\e  much  to  impro\e 
in  regard  to  education." 

If  quality  is  seen  as  the  key  to 
productivity,  is  Mexico  now  equal  to  the 
challenge  of  integrating  world  class, 
high  tech  operations  into  its  developing 
economy?  Is  effective  training  pos- 


sible in  Mexico  at  a  level  which  will 
allow  competition  in  quality  against  t 
established  global  manufacturers?  Ail 
will  the  declining  labor  ingredient  inf 
many  sophisticated  industries  .i 
ultimately  destroy  Mexico's  competitie 
advantage?  | 

The  Ford  Experiment 

> 

A  highly  sophisticated  Ford  engfe 
plant  was  installed  in  Chihuahua  in  1S3 
"The  circumstances  were  t 
especially  difficult  in  the 
Mexican  plant  since  the  tecl 
nology  was  very  advanced.  \ 
the  work  force  was  inexper^ 
enced  and  the  industrial 
infrastructure  was  not  highll' 
developed."  according  to  a  ' 
study  of  the  plant  published^ 
the  Center  for  US-Mexican 
Studies  at  the  Universitv'  of 
California.  San  Diego. 

The  labor  content  of  th 
product  is  only  lO'rcw  ell  b^\^ 
a  controversial  benchmark  ir 
offshore  manufacturing  sug 
gested  by  Peter  Drucker  in 
1988  Wall  Street  Journal  artfc; 
"If  w  age  costs  fall  below  i; 
of  total  cost."  Drucker  saidj 
"it  takes  a  50%  wage  differ^ 
tial-at  the  same  labor 
productivity  -to  offset  the 
costs  of  distance." 

Fortunately  for  the  For ; 
engine  plant  and  for  Mexic 
the  w  age  differential  is  90^^ 
And  the  productivity  and  qi 
ty  of  the  Mexican  plant 
approached  that  of  two  lonj 
established  plants  in  the  US  u 
Canada  w  ithin  a  brief  two ; 
Stan  up  period- despite  the 
of  inexperienced  w  orkers  v  i 
had  to  perform  at  "the  high 
level  of  skill  required  to  operate  an  <  ) 
mobile  engine  plant,  particulariy  in 
maintaining  and  repairing  the  equip- 
ment." according  to  the  UCSD  stud\ 
The  UCSD  analysis  determined 
that  the  plant's  overall  performance 
"extremely  impressive."  The  stud\ 
concludes  that  the  Mexican  engine 
operation  proves  that  "the  resources ) 
support  high  tech  manufacturing  are 
clearly  a\  ailable  in  Mexico."  It  aKo  : 
eludes  that  the  wa^e  differential  \ 
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Cut  time 
and  expenses 
in  Mexico 

with  Bancomer  as  your, 
business  partner. 


Today  almost  every  new  business  idea  succeeds  in 
Mexico.  Your  success  story  will  not  be  mere  luck,  but 
skill  and  organization  when  your  business  partner  is 
Bancomer,  Mexico's  leading  financial  institution. 

With  its  network  of  more  than  720  domestic  branches, 
agencies,  branches  and  representative  offices  in 
key  financial  centers  of  the  world,  with  up  to  date 
know  how  and  an  upscale  banking  expertise  in 
international  trade,  Bancomer  is  your  best  bet  if  you 
are  interested  in  financing  for  your  import  -  export 
ventures,  special  "maquiladora  "  investment  programs 
or  just  some  solid  banking  common  sense. 

To  succeed  in  Mexico,  Bancomer  is  the  proven  method 
of  the  shrewdest  new  mvestors. 


The  right  bank  to  work  with  in  Mexico. 

Hexlco  City  Bancomer  Center  Av  Universidad  T200  Mextco.  03339.  DF  Tel  534-00-34  Telex  1775781  BCSAME  Swift  Address  BCMRMXMM.  Fax- (905)  604-191 1 

ibroad:  New  York  1 15  East  54th  Street  New  York.  N  Y  1 0022  Tel  (212)  7597600  Telex:  TRT 1 77743  WUT64581 5  Swift  Address  BCMRUS  33  Lo8  Angeles,  444 
wer  Street  Los  Angeles.  Calif  90071  Tel  (213)  4897245  Telex  677657  677172  London  15  Austin  Friars  London  EC2N  2HE  England  Tel  (441)5880951  Telex: 
955355  ITT  Sao  Paulo  Av  Paulista  No  1439  Conjunto  101-10  Andar.  CP.  0131 1  Sao  Paulo.  Brazil  (SP)  Tel.  (5511)  2851677  Telex:  (1 1 )  31 120  ITT  Grand 
I  'm  Caledonia  House.  P.O.  Sox  696  George  Town.  Grand  Cayman.  Tel  (809)  9495077  Telex: 02934331  TokyoShm-Kokusai Bunding Room642  4-1  Marunouchi3 
eChiyoda-Ku  Tokyo  100  Japan  Tel  (813)  2127087  Telex:  221 1 8  ITT  Madrid  Alcala  30-5o  PisoDespacho504  Madrid  14  Spain  Tel  (341)2220856,2316776  Telex 
ITT  Hong  Kong  Jardine  House  (Ex-Connaught  Center)  Suite  1117-1118  1  Connaught  Place.  Central  Hong  Kong  Tel.  (5)  8454121  Telex:  69008  BACOMHX 
.  inAWIIallont:  Libra  Bank  LTD  London,  England,  Grossmonl  Bank,  San  Diego,  Cat.  U.S.A.  l\Aercury  Bank  and  Trust  LTD  Grand  Cayman,  Islands. 


"Quality  Levels  In  Mexico 
Equal  To  Or  Better  Than 
Our  U.S.  Operations. . ." 

Say  U.S.  firms  manufacturing  in  Mexico! 


"The  quality  levels  that  we've  been 
able  to  achieve  in  Mexico  are  equal  to 
or  better  than  the  quality  levels  that 
we've  achieved  in  the  United  States." 

CHUCK  PETERSON,  General  Manager 
of  Nortronics'  (magnetic  recording  heads) 

maquila  operation  in 
Sonera,  Mexico. 

"Xerox  has  achieved  extremely  high  levels 
of  quality  in  Mexico;  higher  than  Xerox 
probably  ever  expected.  This  has  been 
backed  up  by  our  low  field  return  rate.  And 
while  we  did  all  of  this,  we've  also  main- 
tained productivity  exceeding  95%." 

KEN  LILLEY,  Manager  of  Xerox'  Office 
Supplies  Plant  in  Sonora,  Mexico. 

More  than  1,300  firms  manufacture  in  Mexico  where  a  high  quality  labor 
resource  saves  them  up  to  $25,000  per  direct  labor  employee  per  year! 
And  to  greatly  simplify  your  entry  into  highly  profitable  Mexico  we  offer 
THREE  TROUBLE-FREE  WAYS  to  start  manufacturing  under  the 
"Maquiladora"  program: 

1 Subcontract  a  portion  of  your  manufacturing  to  an 
American  firm  already  operating  in  Mexico.  You  get  low  labor 
rates  and  can  test/prove  Mexican  workmanship. 

2 Operate  your  own  production  facility  in  Mexico  under  our 
Original  Shelter  Plan,  the  first,  most  experienced  and  most 
complete.  You  provide  product,  tools  and  a  manager  - 
WE  PROVIDE  ALL  THE  REST! 

3 Use  our  turnkey  service.  We  build  and  staff  a  complete, 
ready  to  operate  facility  -  your  subsidiary  in  Mexico.  We  take 
the  complexities  out  of  setting  up  a  plant  in  a  foreign  country 

These  production  options  are  available  in  the  Mexican  states  of  Sonora 
and  Baja  California.  If  you've  been  wondering  how  to  take  your  first 
step  into  Mexico,  let  us  help  you  as  we've  helped  more  than  50  major 
American  manufacturers  including  Xerox  and  Nortronics. 

Attend  a  comprehensive  2-day  seminar  on  Offshore  Manufacturing 
Options  —  May  16,  17,  Tucson,  AZ.  For  information  on  manufacturing 
in  Mexico  and  seminar  details  contact: 


Rudy  A.  Pina,  Director  of  Marketing 

COLLECTROIM 

OF    ARIZONA,  INC. 

3000  Mariposa  Road  •  Nogales,  AZ  85621 
(602)  287-6205  /  287-6695 
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significant  even  when  labor  amounts  tl 
only  10%  of  total  manufacturing  costs! 
Most  important,  the  plant  achieved  "k 
unit  costs-a  combination  of  wages  ar 
productivity -and  high  quality...." 

But  is  the  Ford  engine  plant  an 
exception  in  Mexico?  In  Monterrey,  o 
of  Mexico's  premier  manufacturing 
centers,  at  least  one  metalworking  sul 
contractor  combines  low  cost  labor  w 
state-of-the-art  CAD/CAM  production 
systems  to  serve  clients  around  the 
world  through  satellite  communicatio 

And  in  the  maquila  industry,  Jost 


Circuit  board  assembly.  Cd.  Juarez.  Chihuahua. 


G.  Micka,  Director  of  Maquiladora 
Operations  for  Westinghouse  states  t 
he  will  "attest  unequivocally  that  the 
productivity  of  the  Mexican  workfor 
on  the  average,  will  be  at  least  equal 
to  but  more  likely,  better  than  the 
average  productivity  one  will  find  ir 
US  manufacturing  operations." 

Training:  The  Answer 

The  success  of  the  Ford  engine 
plant  and  other  high  tech  operations 
possible  only  through  intensive  train 
ing.  But  training  programs  in  other  p  s 
of  the  world  have  failed  to  produce 
such  an  abrupt  rise  in  productivity  ai 
quality.  Why  has  Mexico  succeeded  , 
where  other  developing  countries  fai 

"The  culture  of  Mexico  is  very 
adaptable  to  industrial  culture,"  accc  ; 
ing  to  David  Mayagoitia,  Marketing  ! 

■ 


PERFECT  SITE! 


.  Yours  is  a  company  with  vision.  Its 
success  has  been  built  on  a  strong 
foundation  of  dedication  and 
management  of  change.  Change 
that  maximizes  profit  and  achieves 
peak  performance. 

Moving  ahead  is  what  you're  all 
about.  That's  why  the  perfect  site  for 
you  is  the  El  Paso/Juarez  Metroplex, 
the  bustling  hub  of  border  business 
activity. 

Our  cities'  downtown  districts  join 
at  the  Rio  Grande  river  Share  in  a 
quality  of  life  which  blends  the 
modern  conveniences  of  the  USA 
with  the  old-world  charm  and 
manufacturing  opportunities  of 
Mexico. 

Easily  accessible  by  all  major 
transportation  systems  and  offering 
year-round  sunny  weather  that 
facilitates  nationwide  distribution,  the 
Maquiladora  Capital  of  the  World  is 
within  reach  for  your  company. 

Join  the  many  who  have 
successfully  moved  to  the 
Maquiladora  Capital  of  the  World: 
El  Paso/Juarez.  Please  contact  the 
El  Paso  Industrial  Development 
Corporation,  9  Civic  Center  Plaza, 
El  Paso,  Texas  79901  or  please  call 
(915)  532-8281. 


fustrial  Development  Corporation/El  Paso  Electric 
Partners  for  Progress 


Bermudez  Industrial  Park  Cd  Juarez,  Chihuahua 


AM  the  advantages 
to  support  the 
maquiladora  industr 

In  Mexico  you  don't  have  just  adequate  infrastructure/ goverment  aid 
and  sicilled,  efficient,  iowcost  labor  for  your  maquila  business. 

Banca  Serfin,  one  of  Mexico's  leading  banks,  also  offers  you  a 
banking  and  financial  package  that  includes  extraordinary  advantages: 


Trusts 

Treasury  handling  and 
international  exchange  operations 
Consultation 

National  business  contacts 


-  Sight  and  term  investments 

-  Foreign  trade  financing 

-  Long-term  loans 

-  Pay  roll 

-  Capital  investments 


And  a  dollar  checking  account/ service  for  better 
control  of  your  money  with  attractive  interest  rates. 

Take  advantage  of  Banca  Serfin's  presence 
in  the  maquiladora  industry  for  your  benefit. 

For  rnore  inforrnatipn  contact  us: 


16  dc  SepHembre  No.  38-5tl<  Roor 

Motco  D  f.  06000 

Tel;  264-24-00 

Tdcx:  t  77tt30SEKfME. 

f**  264-24-00 


Mftsut  SIdg.  No.  602 
Xmnu.  ChiiO-Ku 


New  Vori^  N.V. 

W«ll  St.  Ptau  24th  rkXH- 
86  Ptne  Street 
New  York,  N.Y.  10005 
Tel:  (212)635-23-00 
635-23-19 
Telex:  226050  SERFNY 
fJW:  (2 1 2)  635-23-33 

One.Wlhhtre  BIdg. 
t7tt>  floor.  Suite  1706 
U»  Angeles,  CA  900 17 
Tel;  (213)62466-10 
Telex:  673400  SnFlA 


Stratton  House 
Stratton  Street 
London  WIX  6AY 
Tel:  (441)408-21-51 
Telex:  886873  SEJtfIX) 
Fax:  408-21-51 


P.O.  Btw  4723  (5809) 
Nassau,  Bahamas 
Tel:  (1809)  322-81-34 
(212)  635-23-0C» 


Totwita,  Canada 

1 50  York  Street,  Suite  418 
Toronto,  Ontario  MSH  3S5 
Tel:  (416)  360«MX) 
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ice  President  for  Frisa,  a  major  industri- 
consulting  and  development  firm  with 
orations  in  Tijuana  and  Matamoros. 

don't  know  why  young  Mexicans 
n  adapt  so  quickly  to  industrial  work- 
t  they  can.  In  part,  it's  because  there 
a  deep  respect  for  strong  leadership  in 
;xico.  Also,  Mexican  workers  are 
ger  to  learn  because  a  job  is  a  survival 
ue  for  them." 

Training  has  become  a  much  more 
portant  aspect  of  maquila  assembly 
jrations  along  the  US  border,  accord- 
;  to  Rudy  Piiia,  Marketing  Director 
Collectron,  a  Nogales  "shelter"  oper- 
)n  which  provides  turnkey  manufac- 
ing  services  for  US  companies.  "Eight 
ffs  ago,  maquila  work  was  mainly 
iching  part  'A'  to  part  'B.'  But  now 
have  companies  in  Nogales  which 
e  new  employees  up  to  ten  weeks  of 
jnsive  training  before  they're  even 


allowed  onto  the  production  floor." 

This  new  emphasis  on  training 
is  confirmed  by  an  April,  1989  article  by 
Mario  Carrillo-Huerta  and  Victor  L. 
Urquidi  appearing  in  the  Journal  of  The 
Flagstaff  Institute.  The  authors  note 
that  "...the  vast  majority  of  the  maquila- 
dora  firms. ..undertake  training  activities 
for  their  personnel."  The  authors  also 
note  that  the  maquila  training  "is 
much  higher  than  that  provided  in  the 
national  firms"  elsewhere  in  Mexico. 

The  Circle  of  Productivity 

While  quality  labor  at  huge  cost 
savings  give  Mexico  a  clear  edge, 
Mayagoitia  points  out  that  productivity 
requires  a  "complete  circle"  of  advan- 
tages including  proximity,  freight, 
utilities,  construction  costs  and  com- 
munications systems.  "Mexico  can  now 
complete  that  circle,"  he  says. 

Professor  Robert  B.  South  of  the 
University  of  Cincinnati,  a  specialist  in 
site  location  criteria,  notes  that  "a 
shipment  of  electrical  cables  from 
Nogales,  Arizona  to  Cincinnati,  Ohio 
costs  approximately  $1,200  with  a 
delivery  time  of  two  to  three  days.  The 
same  shipment  from  Hong  Kong  to 


the  US  West  Coast  is  double  this  rate 
with  in-transit  time  of  about  three 
weeks.  In  addition,  freight  cost  and  tran- 
sit time  must  be  added  between  West 
Coast  ports  and  final  destination." 

Tlie  Future 

In  a  pioneering  study  of  maquila 
productivity.  Professor  Charles  W. 
Lackey,  Jr.  of  the  University  of  Texas  at 
El  Paso  identified  "a  trend  toward 
more  capital  intensive  process  invest- 
ment." Carrillo-Huerta  and  Urquidi  cite 
a  related  trend,  noting  that  "toys  and 
apparel  are  losing  importance  and  mod- 
em electrical  conduction  products 
and  electrical  equipment"  are  gaining. 

This  suggests  that  Mexico's  pro- 
duction sharing  industry  will  continue 
to  evolve  toward  more  sophisticated, 
highly  technical  operations  with  a 
remarkable  ability  to  compete  success- 
fully in  global  markets.  It  also 
suggests  that  manufacturing  productivity 
in  Mexico  will  continue  its  sharp  rise 
in  what  Julio  Gutierrez  calls, 
"The  leap  towards  Total  Quality." 

David  Kimball  is  president  of  Market  Entry,  Inc. 
a  Dallas  based  consulting  firm  specializing  in 
US  marketing  programs  for  /Mexican  companies. 


PROJECTED  CHANGES 

International  Competitive  Position  of  "Leader"  Companies  in  Mexico. 

( 230  companies  representing  about  2.5%  of  the  Gross  Domestic  Product ) 


SECTOR: 


1988 


1989 


1990 


Mining 

Manufacturing 

Foodstuffs 

Textiles 

Printing  &  Publishing 
Chemicals 


Basic  Metals 
Metallic  Products 
Other  Industries 
Construction 
Trade  &  Tourism 
Transport 


Commercial  Services 


Cost 

Quality 

Cost 

Quality 

Cost 

Quality 

85.5 

-20.0 

88.5 

-20.6 

91.5 

-12.0 

75.0 

0.0 

60.0 

0.0 

67.5 

0.0 

85.5 

5.5 

84.7 

8.7 

80.0 

9.2 

75.5 

14.7 

75.0 

17.1 

74.6 

19.2 

97.5 

-10.0 

95.0 

-2.0 

76.5 

-4.0 

92.4 

-46.2 

96.5 

-36.3 

92.4 

-33.0 

75.5 

5.0 

73.4 

8.7 

72.5 

10.3 

75.0 

0.0 

75.0 

0.0 

75.0 

0.0 

149.4 

-13.2 

132.0 

-13.2 

96.5 

0.0 

85.9 

8.6 

86.0 

9.5 

79.7 

9.9 

69.1 

-9.3 

80.7 

0.0 

67.1 

24.2 

42.1 

-12.1 

37.1 

-7.7 

37.1 

-6.6 

66.4 

-4.0 

63.0 

0.6 

62.2 

4.3 

77.6 

-6.6 

81.7 

-6.6 

81.7 

-6.6 

28.4 

0.9 

30.4 

6.1 

32.3 

9.1 

22.9 

-8.6 

22.8 

-8.6 

25.4 

-6.8 

Index :  100  equals  International  Average  in  Cost  and  Quality. 


Source:  Survey,  Banco  Nacional  de  Mexico.  December  1988. 
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you  need  a  different  banker. 


When  it  comes  to  financing  trade 
between  U.S.  importers  and 
Mexican  suppliers,  many  banks 
claim  to  lead  the  way.  But  few  know 
ihe  territory  the  way  we  do.  We're 
Ha;.KX!  Internacional.  As  a  full- 
service  Mexican  bank,  we've  been 
committed  to  helping  U.S.  importers 
find  the  fastest,  most  efficient  routes 
to  succt-ssfu)  trade  financings  for 
almost  half  a  century. 

Our  staff  Oi  experts  can  direct 
you  to  an  envire  .  ,nge  of  transaction- 
oriented  solutions  each  designed 


to  meet  your  particular  financing 
needs.  Ourtrade  finance  department 
offers  U.S.  importers  everything 
from  letters  of  credit  and  equity 
swaps  to  asset-based  financing  and 
bankers'  acceptances.  From  ware- 
house financing  and  documentary 
collections  to  unsecured  lines  of 
credit  and  much  more. 

All  through  our  fully  auto- 
mated New  York  and  Tucson  offices. 
And  all  supported  by  our  network 
of  over  364  strategically  located 
Mexican  branch  offices.  Get  on  the 


right  track  and  give  us  a  call  in  Ne 
York  at  (212)  480-0111,  in  Tucson  at 
(602)  747-4001  or  in  Mexico  City 
at  (905)  535-0051.  And  discover  a 
different  way  of  doing  business 
with  Mexico. 


<![>  ^®mi. 


Internaciom 

SOCIEDAD   NACIONAL   DE  CBE 

Experience  you  can  trade  oi 
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BusinessWeek 


THERE  IS  NO  SECOND  PLACE. 


BIOTECHNOLOGY  I 


BIOGEN'S  NEW 
MONEYMAKING  GENES 


Alter  $106  million  in  losses  over  10  years,  profits  sprout 


When  James  L.  Vincent  took 
over  the  top  slot  at  Biogen 
Inc.  in  1985,  the  biotech  start- 
up seemed  well  on  its  way  to  becoming  a 
biotech  has-been.  The  company  was  slid- 
ing deeper  into  the  red  as  its  scientists 
pui-sued  15  diverse  projects  ranging 
from  cancer  drugs  to  nickel  extraction. 

But  Vincent,  49,  has  put  Biogen  back 
into  working  order.  In  the  few  years 
since  the  company's  founder  and  Xobel 
laureate  Walter  Gilbert  abruptly  re- 
signed and  the  board  lured  Vincent 
away  from  Allied-Signal  Inc.'s  diagnostic 
business,  he  has  slashed  costs,  focused 
research,  and  has  now  set  his  sights  on 
turning  the  Cambridge  (Mass.)  company 
into  an  independent  drugmaker. 

Gone  are  Swiss  and  Belgian  research 
laboratories  and  a  Swiss  production  fa- 
cility", at  annual  savings  of  S12  million. 
That  money  is  now  fueling  a  streamlined 
research  effort  in  .UDS,  cancer,  and  ai'- 
thritis.  Topping  the  list  is  a  hotly  com- 
petitive experimental  .A.IDS  drug  called 
CD4,  which  Vincent  hopes  will  become 
the  first  product  Biogen  will  market  on 
its  own.  He  has  also  deftly  pushed  exit- 
ing products  toward  profitability. 
NEW  PROMISES.  Overall.  Biogen's  reve- 
nues nearly  doubled,  to  S30  million,  in 
1988.  Biogen  has  been  profitable  for 
three  successive  quarters,  through 
March,  1989.  after  losing  more  than  S106 
million  in  its  first  10  years.  Product  roy- 
alties, S18  million  last  year,  should  hit 
S46  million  in  1990,  as  Biogen's  licensees, 
including  Abbott  Laboratories  and  Orthu 
Diagnostics,  grab  a  bigger  piece  of  the 
S250  million  diagnostic  market, 
j     \'incent  has  proved  to  be  a  sav\y  mar- 
,  keter.  Take  Biogen's  hepatitis  patent. 
!  The  company  split  licensing  of  hepatitis 
B  vaccines  and  diagnostic  kits  along  sev- 
eral j)roduct  lines — and  found  a  licensee 
'  tor  each.  That  boosted  royalties  to  ST 
p.illion  in  1988  from  next  to  nothing  the 
:  (-in-  before. 
;     The  outlook  for  alpha  interferon  is 
i  t  -  n  better.  Last  year,  Biogen  licensee 
^vhering-Plough  Corp.  racked  up  S50 
1  !;:;;on  in  sales  of  alpha  interferon  for 
■i-"aiing  venereal  warts  and  Kaposi's 
arcuma.  It  may  soon  win  Food  &  Drug 
-dministration  approval  as  a  remedy  for 


other  diseases  as  well.  A  recent  study  of 
colon  cancer  patients  showed  that  alpha 
interferon,  used  in  combination  with  che- 
motherapy, yielded  a  positive  response. 
Alpha  also  looks  promising  for  chronic 
non-A.  non-B  hepatitis,  the  most  com- 
mon form  of  the  disease  transmitted  by 
blood  transfusions.  Approval  for  those 
uses  could  push  sales  of  alpha  interferon 
to  .S350  million  by  1992 — churning  out 
.S25  million  in  rovalties  for  Biogen. 


from  Genentech,  SmithKline,  and 
John — all  with  products  in  testing. 

So  far,  the  outlook  for  CD4  is  n 
CD4  is  a  receptor  on  the  surface 
mune  cells  that  seems  to  help  the 
gain  entiy.  The  idea  is  to  inject  cop 
the  receptor  into  patients  to  soak  u 
\'irus  before  it  can  infect  !i\ang  eel 
early  June,  Genentech  released  ri 
of  an  early  test  on  humans  that  s 
the  drug  had  no  toxic  effects.  B 
patients  didn't  show  any  consiste; 
cline  in  certain  chemicals  that  in^ 
the  amount  of  AIDS  virus  present, 
even  if  all  goes  well,  it  will  take  at 
two  years  for  any  version  of  the  dr 
van  FDA  approval. 

The  biggest  obstacle  to  CD4,  how 
might  be  its  cost.  Kidder,  Peabody 
estimates  that  manufacturing 
alone  could  inin  above  820,000  pi 
tient  per  year.  Meanwhile,  Gen 
and  Hoffmann-La  Roche  Inc.  are  el 


BIOGEN'S  BEST  PROSPEC|  1 

ALPHA  INTERFERON  Cancer  drug  U  ^ 
censed  by  Schenng-Plough  for  treat  l-? 
Kaposi's  sarcoma  and  venereal  wan- 
holds  60%  of  S130  million  market.  E>i 
pected  to  win  approval  for  a  variety  ( 
other  cancers.  Biogen's  revenues  ma| 
reach  S25  million  bv  1992 


HEPATITIS  VACCINE  Ucenses  for  a  b 
litis  B  vaccine  and  diagnostic  kits  to 
SmithKline.  Abbon  Labs,  and  Ortho 
agnostics  racked  up  S7  million  in  roy; 
ties  for  Biogen  last  year.  The  three  li 
censees  are  expected  to  pick  up  a  gre 
share  of  the  S400  million  market 

CD4  Drug  may  inhibit  the  spread  of 
.\1DS  \Trus  in  infected  patients.  Bein| 
tested  alone  and  in  combination  with 
er  drugs.  Genentech.  Biogen,  Smith- 
Kline, and  Upjohn  all  racing  to  bring 
new  drug  through  clinical  testing 

DATA;  COMPANY  REPORTS,  PRUOBmAl-BACHE 


CEO  VINCENT:  A  DEFT  DRUG  MARKETER 


Biogen  isn't  Vincent's  first  high-tech 
challenge:  After  stints  at  Texas  Instru- 
ments and  Abbott  Labs,  he  built  the 
S600  million  diagnostic  business  at  Al- 
lied-Signal. \'incent  is  ven,-  much  the 
back-slapping  coach  to  his  management 
team.  Defections,  once  rampant,  now 
run  below  the  industry-  average.  He  of- 
ten stretches  product  development  meet- 
ings for  hours  to  press  scientists  for 
details. 

So  far,  Vincent's  record  has  won  him 
kudos  on  Wall  Street,  where  the  stock 
has  rocketed  from  8  to  a  recent  15%  in 
the  past  six  months.  But  his  next  task  is 
a  little  trickier.  With  CD4  as  a  treatment 
for  AIDS,  he  is  up  against  competition 


menting  with  modified  CD4  mo 
that  last  up  to  two  weeks,  co 
with  a  day  for  CD4  alone,  and  tha 
cost  less  to  administer.  I 

But  Mncent  is  determined  to  be 
tender  in  the  CD4  race.  Tlie  com^ 
in  the  midst  of  a  S50  million  pre 
stock  offering  that  will  boost  i 
hoard  to  SlOO  million  and  permi 
build  production  facilities  and 
force.  "Jim  is  detemined  to  run  h 
pharmaceutical  company,"  says 
Skaletsky,  Biogen's  chief  operati 
cer  until  March,  1988.  But  tha 
more  on  how  CD4  fares  in  clinic; 
than  on  Vincent's  management  s 
By  Laura  Jereski  in 
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SCIENCE  &  TECi 


AT  YOUR  SERVICE, 
WORLDWIDE. 

When  renting  a  car  for  business  or  pleasure,  use  the  Diners  Club^  Card,  the  Card 
to  choose  for  transportation,  dining  and  hotel  accommodations  around  the  world. 
Experience  the  le\el  of  serv  ice  \  ou  \e  come  to  expect  at  these  and  other  car 
rental  companies  which  w  elcome  the  Diners  Club  Card:  - 


Airways  Rent  A  Car 

Alamo  Rent  A  Car 

American  International 
Rent  A  Car 

A\1sRentACar 

Budget  Rent  A  Car 

Dollar  Rent  A  Car 

Enterprise  Rent-A-Car 


General  Rent-A-Car  Toyota  Rent  A  Car 
Hertz 


National  Car  Rental 

Snappy  Car  Rental 

Swan  National 
Rentals  Limited  ?  .J 

Thrift\  Car  Rental 

Tilden  , 


S  Diners  Club  is  a  registered 
service  mark  of  Diners  Club 
International  Ltd.  • 


Father's  Day  past. 


Foip  Fatheips  Da 


Greeting  card.  1926  Used  with  permission 


Father's  Day  present. 


Visit  your  lo  .a  retailer,  or  call  1-800-238-4373  to  send  a 
gift  of  Chiva?  anywhere  in  the  U  S.  Void  where  prohibited. 


evelopments  to  Watc 


ITED  BY  WILLIAM  D.  MARBACH 


SLICK  WAY  OF  STOPPING 

IE  FREIGHT  CAR  FROM  HOPPING 


Working  on 
the  railroad 
can  be  dangerous, 
even  fatal,  when  a 
freight  car's  wheel 
bearings  overheat. 
Railroads  currently 
rely  on  trackside 
infrared  sensors, 
spaced  20  to  30 
miles  apart,  to  spot 
overheating  before 
it  causes  calami- 
s  derailments.  But  the  technology  is  prone  to  false  alarms, 
low,  researchers  at  Carnegie  Mellon  University  in  Pitts- 
■gh  have  patented  a  new,  on-board  sensor.  The  device, 
ich  replaces  one  of  the  bearing's  bolts,  contains  a  heat- 
sitive  wax  and  an  electronics  module.  When  the  bearing 
s  too  hot,  the  wax  melts,  pushing  an  antenna  through  the 
.  of  the  bolt,  and  the  module  sends  a  radio  warning  to  the 
ineer.  The  cost?  "We're  still  at  a  preliminary  phase,"  says 
liam  M.  Kaufman,  director  of  the  Mellon  Institute  at  CMU, 
t  it  should  be  well  under  $100."  Unlike  trackside  sensors, 
idds,  these  won't  be  fooled  by  hot  wheels,  dust,  or  grease. 


STARTLING  SUCCESS  AGAINST  AIDS 
WITH  A  TRAGIC  ENDING 


s  not  a  proven  cure  for  AIDS.  And  if  it  does  work,  the 
rocedure  will  remain  difficult,  costly,  and  painful.  But  on 
e  6  at  an  international  AIDS  meeting,  scientists  from  Johns 
)kins  University  announced  that  they  had,  for  the  first 
i,  removed  all  discernible  traces  of  the  deadly  virus  from 
infected  human  being.  "We  have  to  be  very  cautious  be- 
36  we  only  looked  at  one  patient,"  says  Hopkins  oncologist 
1  Saral.  "But  we  think  it  has  potential." 
he  researchers  destroyed  the  bone-marrow  cells  of  the 
ent,  who  also  had  cancer,  with  radiation  and  chemothera- 
then  replaced  the  cells  with  bone  marrow  donated  by  his 
3r.  Other  researchers  had  tried  similar  therapy  without 
;ess,  because  the  donor  cells  were  quickly  infected  by  the 
s.  So  Hopkins  gave  the  patient  high  doses  of  the  antiviral 
?  AZT  before  and  after  the  transplant.  A  month  later,  the 
ent's  immune  system  was  beginning  to  respond — and  sen- 
■e  tests  failed  to  find  evidence  of  the  virus, 
nfortunately,  the  treatment  proved  less  effective  against 
patient's  cancer.  He  died  of  a  tumor  46  days  after  the 
isplant.  To  see  if  the  technique  really  works,  Hopkins 
ntists  will  try  again,  first  with  AIDS  victims  who  also  have 
;ers  that  would  be  treated  with  bone-marrow  transplants, 
then  with  others. 


THIS  GENETIC  ENGINEERING'S 
LD  FUSION? 


hrough  genetic  engineering,  scientists  can  create  live- 
stock that  grow  faster  and  larger  than  normal,  lab  animals 
mimic  human  diseases  such  as  aids,  and  cows  or  pigs 
act  like  living  drug  factories.  To  create  these  "trans- 
ic"  animals,  however,  researchers  must  master  a  diffi- 


cult task — injecting  new  genes  directly  into  fertilized  eggs. 

Now,  scientists  at  the  University  of  Rome  claim  that  they 
have  developed  a  far  simpler  technique.  In  the  current  issue  of 
the  journal  Cell,  they  report  that  foreign  genes  can  be  trans- 
planted simply  by  mixing  them  with  sperm  in  a  test  tube.  In  a 
mechanism  scientists  don't  yet  understand,  the  sperm  appar- 
ently capture  the  genes  and  carry  them  to  the  egg,  where  they 
become  part  of  the  embryonic  animal. 

Molecular  biologists  are  reacting  to  the  startling  report  with 
a  mixture  of  hope  and  skepticism — ^just  as  physicists  did  to 
cold  fusion.  Already,  a  number  of  laboratories  are  rushing  to 
duplicate  the  experiment.  "By  Christmas,"  says  Ralph  L.  Brin- 
ster,  a  leading  transgenics  researcher  at  the  University  of 
Pennsylvania,  "everyone  will  know  if  it  works  or  not." 


A  TOUCH-UP  JOB 
FOR  CUT-UP  FRUIT 


You  want  to  serve  a  fruit  salad  to  your  dinner  guests,  but 
if  you  make  it  ahead  of  time,  the  fruit  will  brown  and 
shrivel.  It  may  not  be  life's  toughest  conundrum,  but  it's  a 
sticky  problem  for  large  institutions  that  serve  thousands  of 
meals  a  day. 

So,  scientists  at  the  Agricultural  Research  Service  lab  in 
Albany,  Calif.,  have  developed  an  invisible,  tasteless  coating 
made  of  milk  protein  that  keeps  a  slice  of  apple  or  a  vegetable 
from  decaying,  drying  out,  or  browning  for  up  to  three  days. 
Over  the  next  two  years,  they  hope  to  extend  the  time  to  15 
days,  making  it  possible  to  ship  fresh-looking  cut  fruit  across 
the  country.  They  have  also  created  a  protective  edible  coating 
made  of  pectin,  a  plant  protein.  Because  the  shield  is  too  thick 
to  slip  by  the  taste  buds  unnoticed,  the  scientists  decided  to 
add  striking  flavors.  This  resulted  in  exotic  concoctions  such 
as  strawberry-coated  bananas.  "Who  knows,"  says  chemist 
Attila  E.  Pavlath,  "it  just  might  catch  on." 


HOW  FAST  IS  FAST? 

TRY  22  BILLIONTHS  OF  A  SECOND 


As  mainframe  computers  and  microprocessors  become  fast- 
er, so  must  computer  memories.  In  the  race  to  build 
faster  memory  chips,  IBM  has  made  the  world's  speediest  one- 
megabit  dynamic  memory  chip  or  dram.  The  experimental 
chip,  fabricated  at  IBM's  manufacturing  plant  in  Yasu,  Japan, 
operates  two  to  three  times  faster  than  current  one-megabit 
chips.  It  retrieves  a  bit  of  information  in  a  mere  22  billionths 
of  a  second. 

The  high-speed  chip  uses  a  new  complementary  metal  oxide 
semiconductor  (CMOS)  process  developed  at  IBM's  Thomas  J. 
Watson  Research  Center  in  Yorktown  Heights,  N.  Y.,  and  at 
the  Yasu  lab.  CMOS  technology  also  allows  the  chip  to  operate 
at  lower  power  levels,  thereby  keeping  the  circuits  cooler. 
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$1000 

CASH  BACK 

or  Special  Financing 


2-and4-Door 
Jeep  Cherokees 

Get  cash  back  direct  from  Chrysler  on 
2-door  Cherokees  and  4-door  Cherokee 
models.  Cherokee  is  the  only  domestic 


vehicle  in  its  class  with  four  doors.  But 
huiTy.  this  offer  is  for  a  limited  time  only. 
See  dealer  for  details. 
Cherokee  Resale  Value;  Cherokee  has  a 
higher  resale  value  than  Ford  Bronco  11 
and  Chexy  S-10.  Source;  Kcllcy  Blue 
Book,  Mav/June  1989.  analyzinij  resale 
value  for  1985.  '86.  '87.  and  ■88''model 
year  vehicles. 


ep  Comanche 


Special  Financing 

ash  hack  direct  from  Chrysler  on  all  Jeep 
anches.  This  offer  is  for  a  limited  time 
See  dealer  for  details, 
anche  Resale  Value;  Comanche  has  a 
!r  resale  value  than  Ford  Ranger,  Chevy 
and  Mazda  pickups.  Source:  Kelley  Blue 
.  May/June  1989,  analyzing  resale  value 
'87  and  '88  model  year  vehicles. 


Jeep  Grand 
Wagoneerand 
Wagoneer  Limited 

$1000i^ 

or  Special  Financing 

Get  cash  back  direct  from  Chrysler  on  the 
luxurious  Grand  Wagoneer  and  Wagoneer 
Limited.  This  offer  is  for  a  limited  time  only. 
See  dealer  for  details. 


Protects  1989  models'  engine  and  powertrain  for  7  years  or  70,000 
miles  and  against  outerbody  rust-through  for  7  yean  or  100.000  miles. 
See  limited  warranty  at  dealer  Deductibles  and  restrictions  apply. 


Jeep  Wrangler 

sj.«ins$8995 

Get  the  legendary  Jeep  Wrangler  at  an  incred- 
ible low  price.  The  vehicle  named  "Best  Buy" 
in  the  small  spCirt  utility  category  by  4-WheeI 
&  Off-Road  magazine.  S8995  is  the  manufac- 
turer's suggested  retail  price  excluding  title, 
taxes,  destination  charges,  and  options. 
Wrangler  Resale  Value:  Wrangler  has  a 
higher  resale  value  than  anything  in  its  class. 
Source;  Kelley  Blue  Book,  May/June  1989, 
analyzing  resale  value  for  1985,  '86,  '87,  and 
'88  model  year  vehicles. 


The  National  Jeq)  Sale. 

See  your  local  Jeep  and  Eagle  Dealer. 


Jeep 


'is  a  registered  trademark  of  Jeep  Eagle  Corporation. 


Only  in  a  Jeep 


Buckle  up  for  safety. 


Iports  Business 


GOLF  I 


DRIVING  TO  BECOME 
THE  IBM  OF  GOLF 


ClubCorp,  the  world's  top  club  manager,  is  just  teeing  off 


I  y  the  time  he  was  31,  Robert  H. 
Dedman  had  achieved  more  than 
most  lawyers.  Among  his  clients 
was  oil  baron  H.  L.  Hunt.  But  working 
80  hours  a  week  for  clients  such  as  Hunt 
only  fueled  Dedman's  desire  to  build  his 
own  empire.  Convinced  there  was  money 
to  be  made  in  golf,  he  took  a  gamble  in 
1957  on  400  acres  on  the  outskirts  of 
Dallas.  He  opened  Brookhaven  Country 
Club  and  aimed  it  at  the  middle  class. 
But  it  was  seven  years  before  he  felt  his 
business,  ClubCorp,  showed  enough 
promise  to  let  him  quit  the  law. 


are  just  getting  started,"  he  says.  Ded- 
man, who  comes  from  a  modest  back- 
ground in  Arkansas,  recently  was  hon- 
ored by  the  Horatio  Alger  Association  of 
Distinguished  Americans.  He  is  nothing 
if  not  a  workaholic.  It's  a  wonder  he 
finds  time  to  play  golf  at  all,  but  he 
plays  about  once  a  week,  with  a  17  or  18 
handicap.  Even  though,  with  53  country 
clubs,  ClubCorp  is  the  largest  such  man- 
ager in  the  U.  S.,  it  taps  only  a  small 
slice  of  the  $20  billion-a-year  golf  mar- 
ket. Dedman  hopes  to  expand  in  this 
market,  taking  the  company  far  beyond 


one  of  the  largest  savings  and  loa 
Texas,  in  part  because  the  troj 
thrift  held  some  prize  golf  proper 

The  elder  Dedman  foresees  extrl 
nary  growth  for  each  of  these  busj 
es.  He  says  the  resort  subsidiary 
could  reach  $600  million  in  revenuj 
the  mid-1990s,  up  from  $85  million| 
For  ClubCorp  as  a  whole,  Dedr 
predicting  blistering  growth  at  thd 
of  30%  a  year.  These  predictions  a\ 
ing  taken  seriously.  "I  think  30/ 
growth  is  achievable,  at  least  for 
years,"  says  John  R.  Crow,  senior 
pal  at  Pannell  Kerr  Forster,  an  aed 
ing  firm  that  specializes  in  the  ho| 
ity  industry. 

One  reason  for  the  optimism  id 
golf  is  one  of  the  nation's  mostl 
mented  industries.  Although  Clul 
has  competitors  in  all  its  businl 
"there  is  no  other  company  of  J 
great  size  that  does  all  of  what>  it 
says  Crow.  And  yet  ClubCorp  cc 
less  than  2%  of  the  private-club 
and  just  1%  of  the  nation's  publiJ 


FOUNDER  DEDMAN 
AND  SON  BOB 


CLUBCORP'STOPCOUNTRl 
ClUBSANP  GOIF  RESORTS 

PINEHURST  HOTEL  &  COUNTRY  CLUB  ^  ^, 

PINEHURST,  N.  C. 

FIRESTONE  COUNTRY  CLUB 

AKRON 

INVERRARY  RESORT 

FORT  LAUDERDALE,  FLA. 

DEERWOOD  GOLF  CLUB 

HOUSTON 

BARTON  CREEK  CONFERENCE  RESORII 

AUSTIN,  TEX. 

SHANTY  CREEK/SCHUSS  MOUNTAIN  , 

MANCELONA,  MICH. 

DATA:  CLUB  CORP.  OF  AMERICA 


In  retrospect,  Dedman's  caution 
seems  almost  laughable.  With  18,000  em- 
ployees, 400,000  club  members,  and  reve- 
nues expected  to  reach  $750  million  this 
year,  privately  owned  ClubCorp  is  now 
the  world's  largest  manager  of  private 
clubs.  It  runs  200  worldwide,  ranging 
from  fashionable  city  dining  clubs  to  its 
big  growth  area:  golf  clubs  and  resorts, 
'its  clubs  are  run  exceptionally  well," 
iays  Edward  L.  Hoffman,  president  of 
ihi-  Club  Managers  Association  of  Amer- 
;''H.  That's  high  praise,  coming  from  a 
traio  association  primarily  for  execu- 
t'v     who  manage  independent  clubs. 

.•-■■■'MT!an  insists  ClubCorp  has  only  be- 
gun !■  ivaVize  its  potential.  "I  believe  we 


its  roots  in  private  clubs.  "We  are  now 
trying  to  cover  the  full  gamut  of  the 
business,  from  the  public  course  to  the 
fanciest  resort,"  claims  Robert  Dedman 
Jr.,  ClubCorp's  president. 
PRIZE  PROPERTIES.  In  a  rapid-fire  series 
of  moves,  ClubCorp  has  acquired  the  na- 
tion's second-largest  manager  of  public 
golf  courses,  increased  its  involvement 
in  real  estate  developments  surrounding 
its  courses,  set  up  an  international  oper- 
ation that  stretches  from  Kuala  Lumpur 
to  Munich,  and  begun  adding  golf  re- 
sorts to  its  holdings.  It  bought  the  leg- 
endary Pinehurst  Hotel  &  Country  Club 
in  North  Carolina,  for  example,  in  1984. 
And  last  fall,  ClubCorp  even  acquired 


courses.  Even  in  a  no-growth  e: 
ment,  a  company  with  ClubCorp' 
could  easily  pick  up  share  in  a  i| 
this  fragmented.  But  golf  is  n 
(BW— Mar.  27).  Its  rapid  growth 
ating  strong  demand  for  new  c| 
and  for  skilled  club  management 

To  reach  his  goals,  Dedman  mu 
tinue  to  prove  ClubCorp  can  succe 
manage  its  increasingly  broad  p(  frevem, 
of  businesses.  Currently,  its  180 
tic  private  clubs  account  for  aboi 
thirds  of  the  company's  revenue: 
here,  however,  there  is  no  singl 
agement  formula. 

At  one  end  of  the  spectrum 
venerable  Firestone  Country  Club 
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which  ClubCorp  bought  in  1981. 
stone  was  ailing,  but  Dedman  res- 
I  it  by  raising  membership  fees  and 
uiting  membership  primarily  among 
f  executives  of  major  corporations, 
the  opposite  end  is  Brookhaven, 
!h  has  grown  to  be  one  of  the  larg- 
country  clubs  in  the  U.  S.,  with  54 
s  of  golf,  5  swimming  pools,  41  ten- 
jourts,  and  3,500  members  who  paid 

modest  initiation  fees.  And  then 
e  are  the  elite  downtown  eating  and 
king  clubs  that  the  company  man- 
such  as  Chicago's  Metropolitan 
»  and  Detroit's  Renaissance  Club, 
:h  don't  even  offer  golf, 
fowth  at  Dedman's  domestic  club 
;idiary.  Club  Corp.  of  America, 
ed  when  the  bottom  fell  out  of  the 
omy  in  Texas,  which  is  the  home  of 

of  its  properties.  "But  now  we're 
:ng  calls  almost  every  day  from  S&Ls 

banks"  looking  for  help  with  the 
5  on  their  books,  says  William  Her- 

head  of  CCA's  Southwest  region, 
ticking  up  the  best  of  the  distressed 
i,  Robert  H.  Johnson,  CCA's  presi- 
,  is  aiming  to  add  as  many  as 
;  dozen  clubs  a  year  nationwide  to 


achieve  a  25%  annual  revenue  growth. 

The  real  estate  slump  in  the  South- 
west is  also  providing  Dedman  with  an 
opportunity  in  resorts.  He  now  owns 
four,  including  the  Barton  Creek  Coun- 
try Club,  an  Austin  (Tex.)  resort  begun 
by  former  U.  S.  Treasury  Secretary  John 
Connally.  Besides  being  clobbered  by  the 
S&L  crisis,  the  value  of  many  resorts  was 
clipped  by  tax  reform's  tighter  restric- 
tions on  passive  real  estate  investments. 
"We  are  now  seeing  purchase  prices  as 
low  as  20%  of  what  they  used  to  be," 
says  John  F.  Meeske,  president  of  Ded- 
man's Club  Resorts  Inc.  subsidiary.  He 
hopes  to  have  40  to  50  resorts  within 
five  to  seven  years. 

NEW  MARKETS.  Public  golf  may  offer 
even  more  potential,  since  this  is  where 
the  game  is  growing  fastest.  In  1986, 
ClubCorp  acquired  a  majority  interest  in 
Silband  Sports  Corp.,  now  the  nation's 
second-largest  manager  of  public 
courses,  with  32.  Silband,  renamed  Golf 
Corp.,  usually  leases  public  courses  and 
then  brings  in  its  own  management  to 
wring  out  greater  profits. 

Meanwhile,  ClubCorp  is  rapidly  be- 
coming a  force  overseas.  Since  entering 


Taiwan  in  1982,  the  company  has  picked 
up  18  city  and  country  clubs  in  Asia, 
Australia,  and  Europe.  Now,  Richard  S. 
Poole,  head  of  international  expansion, 
expects  to  add  six  or  so  new  golf  clubs 
each  year,  while  moving  into  such  new 
territories  as  Mexico,  the  Mideast,  and 
even  the  Soviet  Union.  But  no  foreign 
market  is  more  promising  than  West 
Germany,  where  ClubCorp  has  formed  a 
joint  venture  with  Deutsche  Bank.  Club- 
Corp already  has  three  German  clubs  in 
operation,  and  six  more  are  under  way. 
Poole  predicts  that  in  the  future,  foreign 
business  might  well  represent  as  much 
as  a  third  of  ClubCorp  sales,  up  from 
less  than  10%  now. 

ClubCorp  may  well  slip  in  its  efforts 
to  reach  some  of  these  targets.  Even  so, 
the  company's  future  is  so  bright  that 
one  wonders  what  Hunt  would  have  said 
if  young  Dedman  had  bet  him  that  some- 
day his  golf  business  would  look  better 
than  the  oil  business.  These  days,  more 
than  a  few  oilmen  would  be  happy  to 
trade  places  with  the  chairman  of  Club- 
Corp, whose  net  worth  is  estimated  at 
more  than  $500  million. 

By  William  C.  Symonds  in  Dallas 


HELPING  CLUBS  IMPROVE  THEIR  GRIP  ON  BUSINESS 


n  theory,  the  country  club  is  an 
oasis  from  the  pressures  of  the 
business  world.  Unfortunately, 
ly  clubs  are  run  as  if  their  owners 
w  little  about  business.  Manage- 
it  problems  are  legion.  Most  clubs 
act  exercise  economies  of  scale  in 
phasing.  Staff  turnover  can  be  200% 
iar  or  more.  No  wonder  many  clubs 
"ge  monthly  minimums  for  food — 
■ther  members  use  the  club  or 
Some  clubs  must  even  assess 
fibers  to  cover  losses. 
lubCorp    has    become  the 
Id's  top  manager  of  country 
s  by  proving  that  they  can  be 
like  businesses.  While  most 
)S  are  nonprofit,  ClubCorp 
_  s  for  a  return  on  revenues  of 
,  to  10%.  "Yet  we  also  promise 
:  will  save  the  clubs  more  than 
^  cost  them,"  says  Robert  H. 
|i  ison,  president  of  the  compa- 
U.  S.  club  subsidiary.  Club 
).  of  America.  CCA  typically 
■ges  $80,000  to  $100,000  a  year 
incentive  fees.  However,  it  ty- 
lly  saves  clubs  enough  to  plow  10% 
heir  revenues  back  into  improve- 
ts.  And  it  prohibits  minimums  and 
ssments. 

A's  first  order  of  business  at  a  new 
is  to  slash  costs.  It  saves  up  to 
on  supplies  by  making  the  club 
of  its  bulk-buying  operation. 


which  purchases  everything  from  fer- 
tilizer to  glassware.  Then  it  attacks  la- 
bor costs — a  club's  largest  expense — 
by  implementing  efficiency  techniques 
it  has  developed  over  32  years.  It 
knows,  for  example,  exactly  how  many 
worker-hours  are  needed  to  prepare 
and  serve  a  given  number  of  meals. 
Every  club  must  monitor  its  financial 
progress  with  a  weekly  profit-and-loss 


statement,  enabling  managers  to  spot 
problems  more  quickly. 

But  CCA's  success  is  mostly  due  to 
the  attention  it  lavishes  on  its  employ- 
ees and  members.  CCA's  size  enables  it 
to  tell  a  cook  starting  at  $4  an  hour, 
for  instance,  that  he  or  she  could  be- 
come a  top  chef  at  one  of  the  compa- 
ny's largest  operations,  whether  it  is  a 
country  club,  resort,  or  city  club.  This 


has  helped  slash  turnover  to  less  than 
half  the  industry  norm.  In  its  effort  to 
make  members  feel  like  royalty,  the 
company  requires,  for  one  thing,  that  a 
member  be  addressed  by  name  at  least 
four  times  during  a  meal,  including  by 
the  busboy,  to  show  that  the  member 
is  recognized.  And  workers  can  receive 
bonus  points  leading  to  paid  days  off 
when  they  go  beyond  the  call  of  duty. 
CCA's  methods  don't  always 
work.  "We  once  thought  we  were 
bulletproof,"  says  Johnson,  "but 
we  found  the  market  has  to  be 
there."  A  few  years  ago,  CCA  had 
to  turn  a  city  club  in  Muskegon, 
Mich.,  back  over  to  the  members 
when  CCA's  tactics  fizzled.  The 
techniques  work  often  enough, 
however.  And  the  experience  is  be- 
ginning to  pay  additional  divi- 
dends. When  ClubCorp  bought  its 
first  resort,  Pinehurst  Hotel  & 
Country  Club  in  North  Carolina  in 
1984,  it  used  many  of  the  lessons 
learned  from  country  club  manage- 
ment and  sank  $16  million  into  upgrad- 
ing the  resort.  Pinehurst,  which  was 
losing  $1  million  a  year  at  the  time, 
produced  an  operating  profit  of  $10 
million  last  year.  Robert  H.  Dedman, 
ClubCorp's  founder  and  chairman,  now 
plans  to  add  20  to  30  more  resorts  in 
the  next  five  to  seven  years. 

By  William  C.  Symonds  in  Dallas 
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"How  can  we  expect 
our  people  to  connect  if 
our  computers  can't?" 


\bur  sales  staff  doesn't  know 
what's  going  on  in  marketing, 
i  Purchasing  and  accounting  can't 
agree  on  the  numbers.  And 
production  isn't  communicating 
with  R&D. 

Hewlett-Packard  has  a  better  way. 

A  truly  open  computer  net- 
working strategy.  A  strategy  that 
acknowledges  the  fact  that  the 
real  world  is  a  multivendor  world. 
'  A  strategy  that,  unlike  those 


of  other  companies,  is  uniquely 
dedicated  to  standards  which 
make  that  real  world  work. 

We  call  it  HP  AdvanceNet. 

It's  a  strategy  that  protects 
your  investment.  That  increases 
productivity  by  insuring  that 
everyone  in  your  organization 
has  access  to  the  information 
they  need  when  they  need  it. 
And  that  conforms  to  standards 
which  offer  your  company  far 
greater  potential  for  communica- 
tion and  growth  into  the  future. 


If  you  believe  your  company 
works  better  when  people,  and 
computers,  work  together, 
pass  this  number  on  to  your 
information  systems  manager: 
1-800-752-0900,  Ext.  604E. 
We'll  send  the  complete 
AdvanceNet  story. 

There  is  a  better  way. 


EWLETT 
PACKARD 
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Entrepreneurs 


A  MOTHER  lODE  OF  lOANS 
FOR  SMALL  BUSINESSES 


h  ■ 
pi  EiV 


They  say  the  first  million 
is  always  the  hardest  to 
make.  It  can  also  be  the 
hardest  to  borrow,  as  many  a 
small-business  owner  knows. 
Happily,  two  relatively  ob- 
scure programs  offered 
through  the  Small  Business 
Administration  can  provide  fi- 
nancial aid.  One  plan  is 
geared  specifically  toward  en- 
trepreneurs who  want  to  ex- 
pand. For  the  other,  all  you 
need  is  a  brainstorm. 

For  the  small  business  with 
a  big  idea,  there's  the  Small 
Business  Innovation  Research 
(SBIR)  program.  Each  year,  11 
j  federal  agencies  set  aside  a 
percentage  of  their  budgets 
I  to  finance  research  and  devel- 
I  opment  projects  at  companies 
I  with  fewer  than  500  employ- 
ees. "Universities,  large  cor- 
porations,  and  nonprofits 
j  need  not  apply,"  says  Ed 
;  Snare,  a  director  at  the  SBa's 


Office  of  Innovation.  Re- 
search &  Technology". 

Money  is  awarded  in  two 
steps.  First,  companies  apply 
for  Phase  I  awards  of  up  to 
850,000  to  develop  a  feasibility 
study  within  six  months.  Then 
they  can  apply  for  a  Phase  II 
award  of  as  much  as  8500,000, 
intended  to  finance  two  years 
of  product  development.  In 
1988,  its  fifth  year  of  exis- 
tence, the  SBIR  awarded  an  es- 
timated 8350  million.  But 
there  is  a  screening  process: 
In  fiscal  1987,  15^'f  of  all  pro- 
posals received  Phase  I 
awards.  Only  32'"c  of  these 
made  it  into  Phase  II. 
PUBLIC  EYE.  If  a  marketable 
prototype  results  from  Phase 
II  research,  a  company  has 
two  years  to  obtain  a  patent. 
The  award-granting  agency 
receives  a  royalty-free  license 
to  use  the  product. 

The  project  must  tie  into 


one  of  about  1,500  desired 
"topics"  established  by  the 
agencies.  Some  are  geared  to 
a  specific  mission — X.\SA  has 
sought  gadgetry  for  its  shut- 
tles, and  the  Agriculture 
Dept.  is  always  looking  for 
ways  to  combat  crop  blights. 
Most  topics  are  mundane  in- 
dustrial stuff,  though  some 
do  get  into  the  public  eye:  The 
National  Science  Foundation 
funded  a  high-pressure,  wa- 
ter-jet drill,  which  came  along 
in  time  to  rescue  little  Jessica 
McClure  from  a  Texas  well 
last  year.  For  a  list  of  topics, 
write  SBIR  Pre-Solicitation 
Announcements.  SB.^,  1441  L 
St.  N.W.,  Washington,  D.  C. 
20416. 

A  product  doesn't  have  to 
be  highly  sophisticated.  .Ar- 
mando Cuerv'o  was  an  inter- 
national manager  for  Ashland 
Oil  in  Worthington,  Ohio, 
when  his  baby  son  developed 


the    he  rjirtle. 
SBIR   ai  i  'If, 
Cuer\'0  invented  Sleep!  f,  *  w 


colic.  With 
8480,000 


m 


sound  and  vibration 
When  attached  to  a 


simulates  a  car  ride-  t:iie:'-? 
Cuervo  discovered  luljtim-jj, 

More 


son  to  sleep.  The  unit 
keted  by  Abbott  Labor; 
and  Cuervo  has  left  A  rwe-jf 
to  develop  other  invent  Lcinji;', 
president  of  Sweet  I 
Inc.  The  experience 
made  me  a  full-fledgec 
preneur,"  he  says. 

For  those  who  aire: 
full-time  entreprf 
there's  the  SBA  504  lo 
gram,  which  provides 
to  keep  a  business  g. 
This  three-year-old  p 
differs  from  the  usual 
proach,  which  guarai 
bank  loan  for  an  aj 
who  has  been  refused 
ing.  Here,  the  owner 
Wc,  the  bank  lends  5< 
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;a  lends  the  other  40%. 
alify,  the  business  must 
I  net  profit  of  less  than 
llion  a  year  and  must 
one  new  job  for  every 

0  from  the  SBA. 

SBA  funds  come 
fh  a  certified  develop- 
company,  a  local  non- 
investment  group  that 
^es  the  loan  as  a  bond 
ills  it  on  the  public  mar- 
Dans  range  from  $50,000 
50,000,  with  interest 
pegged  to  Treasuries. 

1  a  CDC,  call  the  Nation- 
ociation  of  Development 
JADCO):  202  785-8484. 
BACKS.  Although  the 
aarantees  only  its  por- 

the  loan,  its  presence 
ts  an  incentive  for  a 
to  do  business  with  a 
ny  it  ordinarily  might 
And  the  agency  defi- 
encourages  the  banks 
;nd  the  loan  for  longer 
he  usual  five  to  seven 
says  Roslyn  Gold- 
who  heads  Long  Is- 
Development  Corp.,  a 
ork  area  CDC.  Most  504 
ire  for  10  or  20  years, 
program  has  its  draw- 
The  504  loans  carry 
5  underwriting,  fund- 
d  processing  fees  that 
m  an  extra  3%  of  the 
)tal.  Efforts  to  prepay 
n,  which  would  be  de- 
if  interest  rates  sud- 
tumble,  are  costly: 
.  a  10%  penalty  the 
ar,  which  declines  dur- 
loan's  lifetime, 
le  past,  the  .SBA  has 
iticized  for  making  bad 
But  CDC  screening  pro- 
;  are  often  stringent: 
I  out  of  every  80  appli- 
urvive  the  initial  inter- 
Long  Island  Develop- 
for    example.  The 
n  is  intended  for  labor- 
■e  businesses,  so  pro- 
ds probably  will  have 
ult  time  qualifying- — 
they're  doctors  open- 
clinic  in  a  depressed 
ilthough  startups  are 
the  typical  504  com- 
three  to  seven  years 
s  Kathy  Grimes,  exec- 
rector  of  NADCO.  This 
n  is  geared  for  "a  go- 
icern  that's  ready  to 
0  the  next  stage  of 
ment."         Troy  Segal 


Theater 


BROADWAY'S 
BRIGHTEST  LIGHTS 


roadway  fielded  a  rec- 
ord low  number  of  new 
productions — 30 — this 
year,  but  five  proved  worthy 
enough  to  brighten  a  future 
visit  to  Manhattan.  And  you'll 
also  want  to  check  out  a  cou- 
ple of  fresh  and  innovative 
Off  Broadway  shows  as  well. 

Jerome  Robbins'  Broad- 
way is  the  season's  only  new 
sellout  musical.  It's  great  en- 
tertainment, even  though  the 
show's  components  aren't 
new  at  all.  You  get  full-scale 
reproductions  of  15  numbers 
Robbins  choreographed  for 
past  successes.  Includ- 
ed: showstoppers  from 
On  the  Town,  West 
Side  Story,  Gypsy,  and 
Fiddler  on  the  Roof. 

Far  less  lavish  but 
every  bit  as  enjoyable. 
Largely  New  York  is 
fast-moving,  humorous, 
and  unique.  Great  for 
kids  and  adults  alike, 
the  "wordless  play" 
stars  comedian-dancer 
Bill  Irwin.  He's  as  baf- 
fled as  most  by  present- 
day  technology,  pseudo- 
intellectuals,  and  break 
dancers. 

In  another  unconven- 
tional play,  Shirley  Valen- 
tine, English  actress  Pauline 
Collins  is  alone  on  stage  for 
two  hours  as  a  bored  house- 
wife. But  her  skillful  imper- 
sonations make  you  fully  en- 
vision her  dull  husband, 
precocious  child,  and  a  seduc- 
tive Greek  bartender. 

Two  other  plays  boast  full 
casts,  as  well  as  a  full  comple- 
ment of  laughs.  The  Heidi 
Chronicles  warmly  capsulizes 
the  waxing  and  waning  of  the 
feminist  movement  over  20 
years.  And  the  very  funny 
Lend  Me  a  Teyior  is  a  stylish 
farce  with  mixed  identities 
and  multiple  confusions. 

Off  Broadway,  a  dramatic 
comedy.    Other  People's 
Money,  portrays  a  corpo- 
rate raider — sort  of  an 
Icahn  icon.  When  he  goes  af- 


ter a  stagnant  New 
England  wire  company,  he 
confronts  an  attractive  Mor- 
gan Stanley  lawyer — and 
teaches  her  how  deviously  the 
takeover  game  is  played.  Im- 
pressively, the  playwright 
presents  a  sound  case  for 


both  sides.  The  owner  fights 
for  his  company,  while  the 
modern  gunslinger,  "like  Rob- 
in Hood,  takes  from  the  rich 
and  gives  to  the  middle 
class — well,  the  upper  middle- 
class."  (To  charge  seats  to 
these  shows,  call  800  233-3123 
or  212  246-0102.) 

And  then  there's 
the  participatory 
Tony    N'  Tina's 

LARGELY  NBW  YORK'S 
BILL  IRWIN 


Wedding,  which  begins  in  a 
real  Greenwich  Village 
church.  After  you  witness  the 
ceremony  and  greet  the 
young  couple  in  the  receiving 
line,  you  stroll  to  "Vin- 
nie's,"  a  tacky  restau- 
rant, for  the  reception. 

During  three  hours 
of  toasts,  fistfights,  and 
an  odd  male-bonding  rit- 
ual called  slam-dancing, 
you  dine  (free  ziti,  sal- 
ad, cheap  champagne) 
and  take  to  the  dance 
floor.  Meanwhile,  you 
become  a  confidante  of 
a  pregnant  bridesmaid, 
mob-connected  best 
man,  the  bride's  fa- 
ther's sexy  girlfriend, 
and  other  members  of 
the  merged  Nunzio  and 
Vitale  families.  By  the 
time  the  newlyweds  kiss  and 
make  up  after  a  cake-tossing 
brawl,  you'll  be  as  exhilarated 
and  exhausted  as  the  cast. 
(212  279-4200;  request  a  table 
by  the  dance  floor  for  most  of 
the  action.)  Don  Dunn 
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Smart  Money 

MUNIS  ARE  EVOLVING  INTO 
MORE  DANGEROUS  ANIMALS 


lunicipal  bonds  have 
[traditionally  been  con- 
sidered relatively  risk-free: 
You  bought  them,  enjoyed 
tax-exempt  accumulated  in- 
terest, and  redeemed  them  at 
maturity. 

But  munis  may  be  evolv- 
ing into  more  dangerous  ani- 
mals. Municipal  defaults  for 
the  first  quarter  of  1989  to- 
taled $175.8  million,  up  from 
$109.9  million  for  the  same 
period  last  year.  Most  of  the 
defaults  are  in  a  few  states. 
In  Florida  alone,  10  issues 
have  defaulted  since  1988, 
for  a  total  of  $140.3  million. 
Illinois  was  second  with  18 
issues  for  a  total  of  $80.6 
million,  with  Minnesota, 
Pennsylvania,  and  Tennessee 
following  close  behind. 

Since  1983,  there  have 
been  more  than  500  munici- 


One  way  to  counter 
the  risk  of  default  is 
to  buy  insured  bonds 


pal  defaults  totaling  roughly 
$3.6  billion,  according  to  the 
Bond  Investors  Assn.,  a  Mi- 
ami-based nonprofit  group 
that  represents  bondholders. 
And  that  doesn't  include  the 
$2.25  billion  Washington 
Public  Power  Supply  System 
muni  bond  default  in  1983, 
the  largest  in  history. 

Some  experts  trace  the 
growing  number  of  defaults 
to  the  federal  government's 
reduction  in  funding  to  state 
and  local  governments — and 
to  the  municipalities'  in- 
creased financial  needs.  This 
year,  federal  aid  to  state  and 
local  governments  is  $123  bil- 
lion, says  John  Peterson,  se- 
nior director  of  the  Govern- 
aient  Finance  Officers  Assn. 
in  Washington.  That's  up 
34%  from  1980  but  repre- 
sents only  18%  of  what  the 


municipalities  are  spending. 
Some  have  resorted  to  cre- 
ative, sometimes  speculative 
investments  to  generate  rev- 
enue without  raising  taxes. 

Jacksonville  Beach,  Fla.,  is 
a  case  in  point.  The  city  lost 
$1  million  this  year  after 
trading  in  extremely  volatile 
zero  coupon  bonds,  says 
Kathleen  Quail,  a  rating  spe- 
cialist at  Standard  &  Poor's. 
Although  Jacksonville  Beach 
and  other  municipalities  ulti- 
mately made  good  on  their 
interest  payments,  their  tem- 
porarily tenuous  financial  po- 
sitions have  made  more  than 
a  few  investors  nervous. 

The  investors  holding  St. 
Cloud  (Minn.)  bonds  haven't 
been  so  lucky.  In  1983,  St. 
Cloud  issued  $3.2  million 
worth  of  municipal  revenue 
bonds  to  build  wood-fired 
heating  systems  at  St.  Cloud 
State  University.  The  city 
hoped  to  offset  the  then-high 
cost  of  heating  by  natural 
gas  at  the  campus  and  in- 
tended to  pay  off  the  bonds 
with  the  money  they  would 
save  using  wood  for  fuel. 
LOWER  YIELDS.  But  problems 
arose  when  a  similar  system 
at  nearby  Bemidji  State  Uni- 
versity started  to  cause  air 
pollution  problems.  The  St. 
Cloud  project  was  cancelled, 
and  the  bonds  were  declared 
in  default.  Although  the 
courts  awarded  $1.5  million 
in  back  payments  to  First 
Trust,  the  bondholders' 
trustee,  the  Minnesota  legis- 
lature is  in  litigation  with 
bondholders  over  who  is  re- 
sponsible. So  far,  no  money 
has  been  repaid  to  investors. 

One  way  to  counter  the 
risk  of  default  is  to  buy  in- 
sured munis.  If  these  de- 
fault, the  insurer  continues 
paying  interest  on  the  bonds 
and  redeems  them  at  maturi- 
ty. But  like  other  invest- 
ments that  promise  reduced 
risk,  insured  bonds  have  low- 
er yields.  Laura  Zinn 


YOU  GET  QUITE  AN  EARFUL 
WITH  THESE  NEW  HEADPHONEI 


ow  that  your  stereo's 
sound  is  pure  perfec- 
tion, donning  head- 
phones might  seem  almost 
sacrilegious.  But  today's  top- 
of-the-line  models  are  a  far 
cry  from  the  awkward,  heavy 
sets  that  used  to  damage  the 
sound,  not  to  mention  your 
ears.  Advances  in  design  and 
technology  have  spawned 
headphones  that  are  more 
comfortable  and  faithful  to 
the  music.  The  prices,  though, 
can  be  ear-popping:  Some  cost 
more  than  your  loudspeakers. 

Audio  cognoscenti  rave 
about  the  headphones  made 
by  Stax  Kogyo,  a  Japanese 
company  that  eschews  the 
term  "headphones"  in  favor 
of  "earspeakers."  A  trifle 
grandiose,  perhaps,  but  justi- 
fied, since  the  headphones 
connect  to  your  stereo  like 
speakers.  With  Stax's  SR- 
Lambda  Signature  head- 
phones ($2,000),  instead  of 
plugging  the  phones  into  the 
jack  on  the  front  of  your  re- 
ceiver, you  plug  them  into 
their  own  mini-amp  that  pro- 
vides the  necessary  high  volt- 
age. The  mini-amp  connects  to 
the  speaker  outputs  on  the 
back  of  your  amp. 

Stax's  premier  phones  are 
"electrostatic,"  widely  accept- 
ed as  the  superior  technology 
in  headphones.  Their  flat  "pla- 
nar" diaphragm,  one-millionth 
of  a  meter  thick,  is  coated 
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with  conductive  materia 
suspended  between 
plates.  When  voltage  ij 
plied,  the  film  fluctuatj 
produce  sound.  Electros! 
respond  faster  to  signal 
do  heavier  paper  or  \\ 
cone  diaphragms  in  cd 
tional  electrodynamic  phi 
AIRWAVES.  Another  inl 
tion,  the  cordless  head] 
works  with  an  infrared 
mitter.  Usually  not  as  g( 
similarly  priced  electrod 
ic  models,  they  do  hav 
vantages.  Ivan  Berger,  t 
cal  editor  of  Audio,  us- 
set  to  watch  TV  in  bed; 
are  no  cords  to  trip  o' 
the  morning.  Beyerdyni 
IRS  690  ($400)  is  one  ( 
top  cordless  models. 

You  may  not  have  to 
the  bank  to  get  good  s 
Larry  Archibald,  publisl 
Stereophile,  a  high-end 
journal,    notes  that 
makes  quality  phones  f#''«P 
der  $200.  Brands  that  B 
likes  include  AKG  Aco 
Fostex,  Koss,  and  Sennl 
And  then  there's  S 
"ultimate  headphone, 
MDR-RIO  for  $4,000,  sjj 
order  only.  Made 
"rare,  200-year-old"  Jap 
hardwood  called  Zelcov; 
ear  cushions  of  Greek 
skin,  the  phones  even 
with  their  own  plush 
ing   case.  Bodyguar 
included.  Suzanne 
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If  you  want  to  be  heard,  you've  got  to 
combine  the  right  information  with  the 
right  presentation  tools. 

A  3M  overhead  projection  system 
can  make  any  presentation  more  pow- 
erful —  whether  you've  got  a  week  to 
prepare,  or  an  hour.  With  3M  trans- 
parency film,  your  graphics  will 
appear  sharp,  clear  and  bright. 
And  our  easy  to  use  projectors 
are  sure  to  improve  your  image. 
Choose  a  sleek  boardroom  model  or  a 
impact  portable,  and  make  them  see  things  your  way. 
3M  transparency  films,  projectors  and  accessories  are 
ailable  from  your  local  3M  AV  dealer  or  stationery  store. 
,  -call  us  at  1-800-328-1371.  In  MN  1-612-736-1285.  In 
lanada  1-800-268-9696. 

989  3M 


MAKE  POWER  PRESENTATIONS 


Learn  how  to  become  a  better  presenter 
Send  for  our  informative  booklet  "Six  Secrets  to 
Holding  a  Good  Meeting '  BW61989 


Title  

Company  _ 
Address  _ 


Ci!y_ 


Telephone  (  )  

Free  sample  requests  must  be  made  with  this  coupon  No  phone  calls,  please  Mail  to 
3M  Audio  Visual  Division,  PO  Box  33050,  3M  Center,  St  Paul,  MN  55133-3050 

The  tools  to  take  charge. 
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The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  Anritsu  Corporation 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  Blue  Cross  &  Blue 
Shield  Assn. 

3.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

4.  ABB  Asea  Brown 
Boveri 

5.  AEG 

6.  Altos  Computer 
Systems 

7.  Borland  International: 
Paradox  -  Relational 
Data  Base 
Management 


8.  CSX  Transportation 

9.  Canon  USA 
Incorporated 

10.  Continental  Airlines 

11.  Diamond  Anniversary 
Band 

12.  Diners  Club 
International 

13.  Ebco  Mfg.  Co.  -  Oasis 
Water  Coolers 

14.  F'ujitsu  Business 
Communications 
Systems 

15.  Jaguar  Cars  Inc. 
16. 

17.  Nikko  Hotels  Int'l  - 
Hotel  Beijing  Toronto 

18.  Peninsula  Hotel 


19.  Samsonite 

20.  Schott  Corporation 
21. 

22.  Steelcase 

23.  Sun  Microsystems 

24.  Toshiba  America 
Consumer  Products 
Inc. 

25.  Western  Union 
Corporation 

26.  Yellow  Freight 
Systems,  Inc. 
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27.  Zenith  Data  Systemi 
AREA  DEVELOPMEN1 

28.  Iowa  Department  of  f 
Economic 
Development 
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H 


Helen  of  Troy  32 
Hertz  10 

Hoffmann-La  Roche  94 
Home  Box  Office  38 
Homestoke  Mining  61 
Hongkong  &  Shanghai 
Banking  34 

I 


Inco  61 

Inspiration  Resources  61 
International  Ploytex  86 
ITT  80 


Jackson  National  Life 

Insurance  79 
Japonica  Partners  41 
Johnson  &  Johnson  84 


K-lll  Holdings  38 
Kelso  10 
Kemper  Financial 

Services  56 
Klein  (Colvin)  86 
Kohlberg  Krovis  Roberts  38 


L.  A.  Gear  54 
Lerner  86 

LIN  Broadcasting  39 
Litton  Computer 

Services  72 
Living  Benefits  79 
Lone  Star  Technologies  78 
Lucky-Goldstar  76E 

M 


People's  Bonk  of  China  32 
Phelps  Dodge  61 
Philips  32,47 
Piper,  Jaffray  & 
Hopwood  86 
Polaroid  84 
Portman  32 
Prudential  Insurance  79 


Quarterdeck  Office 
Systems  76 


Marathon  Oil  40 
Marriott  80 
McCaw  Cellular 

Communications  39 
McCrory  Stores  86 
McDonnell  Douglas 

Information  Systems  72 
Memory  Clearing  76E 
Metro  Mobile  CTS  39 
Microsoft  76 
Minerals  &  Resources  61 
Minnetonko  86 
Mobil  90 

Mobile  Communications  39 
Montana  Resources  61 
Moore  McCormock 
Resources  61 


Nationol  Steel  72 
NBC  77 

Newmont  Mining  61 
Nike  54 

Nisshin  Oil  Mills  32 
Nixdorf  Computer  47 
Nokio  47 
Norsk  Data  47 
Nygaord,  Mims  & 

Hoffman  10 
Nynex  64 

o 


IBM  47,97 
ICL  47 


O'Melveny  &  Myers  32 
Olivetti  47 
Oppenheimer 

Management  82 
Ortho  Diognostics  94 


Pacific  Telesis  Group  39 
Paramount 

Communications  38 
Parsons  10 
Pechiney  48 


Ralston  Purina  72 
Ropid-Americon  86 
Reebok  International  54 
Renault  48 
Reserve  Mining  61 
Riklis  Family  Corp.  86 
RJR  Nabisco  41 
Ryder  System  56 

s 


Schenley  Industries  86 
Schering-Plough  94 
SGS  47 
Shell  Oil  90 
Siemens  47 
Silband  Sports  100 
Simon  &  Schuster  38 
Sinopec  Petrochemical  32 
SmithKline  94 
Southwestern  Bell  39 
Steinhardt  &  Partners  82 
Sterling  Drug  84 
Stone  Container  82 
Sun  Microsystems  41 
Sweet  Dreoms  104 


Telco  Research  64 
Texaco  40,84,90 
Texas  Instruments  76E 
Texas  Oil  &  Gas  40 
Thomson  47 
Time  38 

Toshiba  America  76 

Trane  72 

TW  Services  41 


U-Haul  International  56 
Ungermonn-Boss  76E 
Unilever  86 
Union  Pacific  41 
Unisys  76E 

United  Parcel  Service  52 

Upjohn  94 

USA  Network  38 

U.  S.  West  39 

USX  40 


Viacom  77 
Volkswagen  32 

w 


Warner 

Communications  38 
Windmere  32 


Hotel  Beijing-Toronto  is 
situated  in  the  heart  of  Beijing's 
business  and  diplomatic  area. 

on  Jianguo-Menwai  Street. 
10  minutes  from  Tian'anmen 
Square,  and  within  walking 
distance  from  the  Friendship  Store. 
We  offer  superb  business  and 
pleasure  amenities,  that  include 

a  business  center,  conference 
rooms,  and  the  finest  Cantonese 
and  Continental  cuisine. 
Along  with  the  unique  and 
hospitable  personal  service 
that  has  come  to  characterize 
Nikko  Hotels  International. 
Where  the  heart  is  a/ways  content. 


.    .  Jinglun 

hotel  beijing-toronto 

3,  Jianguo-Menwai  Da  Jit-.  Beijing  Tel;  ,'5()02266 
Telex:  210011/210012  JLIICN  Cable  5650  BEIJING 

Managed  by 


nikko  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Air  Lines,  or  Nikko  Hotels  International: 
Toll  free  in  U  S.  and  Canada 
1-800-NIKKO-US  (645-5687) 
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^^feTookAG^eatIdea, 


Intiddurutg  the  latest 
breakthiiiH^h  rolled  out  by 
SamsoHiti':  Tiw  Ultraudii™ 
Carry  On  with  Wheels  -  the 
carry-on  that  lets  you  hit  tlw 
groMid  running.  Thanks  to  4 
wheels  that  get  the  carry-on 
off ymir  back. 


Reinveiiling  the  wheel.  We 
recessed  all  4  wheels  to  keep 
them  from  getting  hung  up  on 
objects  like  your  seat.  And  de- 
signed the  wheels  to  keep  the 
bag  going  where  you're  going. 
Not  the  other  way  around. 


£};,-  n; siting ha>i,os  t,  igetlier. 
Than.k-  ■•loursfji'i  ial  hanging 
compai '  :  nt  for  suits.  diTsses 
and  coats,  '^nd  our  unique 
hanger  sy^  <  m  that  locks  any 


Patented 


type  of  hanger  in  place  and 
allows  you  to  pack  right  fron 
closet. There's  also  a  strap  atfi 
bi  ittom  of  our  extended  gannt 
CI  )nipartnient  that  keeps  lonT 
Items  in  place. 


.4  suitcase  within  a  suitcnse 
This  carry-on  is  truly  uniquf 
because  of  its  detachable  val 
compartment.  It  can  be  rem 
from  the  main  bag  and  used 
second  suitcase,  token  out  ar 
used  as  a  dresser  drawer  in 
hi  itel  ri  II  im  i  )r  left  in  the  bag 
that  you  can  live  rigtit  out  of 
You'll  find  there  are  lots  of 
reasons  why  people  are  gett 
carried  away  with  the  Ultra 
Carry-(Jn  with  Wlieels.  Lik 
fact  that  It  actually  fits  unde 
airline  seats.  So  hurry  on  do 
to  a  luggage  store  near  you, 
you'll  see  why  it's  the  fastest 
moving  thing  on  4  wheels. 


O  Samsonlte 


Our  Strengths  Are  Legend  y 


ivestment  Figures  of  the  Wee 


KENTARY 

larket  took  an  ominous  tum- 
1  June  5,  OS  concern  about 
irest  in  China,  combined 
jfogram  trading,  sent  the 
Jones  industrial  averoge 
ing  37  points.  But  in  a  cou- 
'  days  the  equity  markets  re- 
el their  composure.  One  pos- 
octor  was  takeover 
lotion,  spurred  by  tender  of- 
jr  Time  Inc.  and  LIN  Brood- 
g  that  sent  communication 
;  soaring.  Gold,  after  months 
iloise,  rose  sharply  in  reac- 
5  the  China  troubles. 


STOCKS 

June  Dec. 


s&p 


J 


52-week  change 
+20.4% 


BONDS 

June  1-7                        June      Dec.  June 
  335        1500  1  


•  330  1350 

3J6  95 

•  325  1200 

320  1050 


1  -week  change 
-1-2.0% 


Shearson  Lehman 
Treasury  Index 


52-week  change 

-t-6.5% 


THE  DOLLAR 

June  1-7  June       Dec.       June     June  1-7 

1360       110  1 


3 


1330  100 

1323  00 


1  -week  change 
-1-2.7% 


■  1270  80 


1240  70 


J.  P.  Morgan 
Index 


52-week  change 

-1-8.8% 


1  -week  change 
-0.3% 


mil  ANALYSIS 


i  change 


STOCKS 

latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ogo 

JONES  INDUSTRIALS 

2512.5 

1.3 

19.5 

90-DAY  TREASURY  BILL  YIELD 

8.4% 

8.9% 

6.6% 

OMPANIES  (Russell  1000) 

173.3 

2.0 

20.7 

30-YEAR  TREASURY  BOND  YIELD 

8.3% 

8.6%, 

9.0% 

L  COMPANIES  (Russell  2000) 

173.0 

0.8 

18.7 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3% 

3.6% 

OMPANIES  (Russell  3000) 

186.0 

1.9 

20.5 

S&P  500  PRICE/EARNINGS  RATIO 

12.8 

12.5 

14.5 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Rending 

IGN  STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 

296.1 

294.2 

Positive 

ON  (FINANCIAL  TIMES  100) 

21 17.9 

0.2 

15.8 

Stocks  above  26-week  moving  average 

70.6% 

68.6% 

Neutral 

0  (NIKKEI  INDEX) 

33,626.9 

-1.9 

20.5 

Speculative  sentiment:  Put/call  ratio 

0.21 

0.22 

Negative 

NTO  (TSE  COMPOSITE) 

3785.7 

2.1 

12.4 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.64 

1.66 

Positive 

PUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

% 

change 

% 

change 

l-WEEK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

4-week 

52-week 

Price 

REBUILDING 

21.8 

67.7 

KAUFMAN  &  BROAD 

40.4 

78.2 

17% 

fELS  AND  MOTELS 

19.1 

40.2 

HILTON  HOTELS 

34.3 

85.5 

84% 

'S 

15.1 

45.4 

HASBRO 

21.3 

41.3 

213/8 

ilNEERING  AND  CONSTRUCTION 

14.1 

28.7 

FLUOR 

16.5 

57.4 

29  Vs 

IICONDUCTORS 

13.6 

-0.7 

MOTOROLA 

21.9 

17.5 

57 

%  change 

% 

change 

•WEEK  LAGGARDS 

4-week 

52-week 

Weakest  stock  in  group 

4-week 

52-week 

Price 

CHINE  TOOLS 

-0.7 

-8.4 

BROWN  &  SHARPE 

-17.1 

-22.7 

12% 

LTH  CARE  SERVICES 

-0.7 

-10.4 

GENENTECH 

-3.8 

-30.4 

18% 

ALS 

-0.3 

10.5 

ASARCO 

-3.4 

9.8 

28 

L  ESTATE  INVESTMENT  TRUSTS 

-0.2 

-7.5 

BRE  PROPERTIES 

-2.9 

-2.5 

29% 

AL  AND  GLASS  CONTAINERS 

1.0 

15.9 

BALL 

2.3 

-26.4 

281/4 

ITIIAL  FUNDS 

iRS 

eek  totol  return 

% 

LAGGARDS 

Four-week  total  return 

% 

(OMAN  OCEANOGRAPHIC  TECHNOLOGY 
«DMAN  ASSOCIATED 
US  TWENTY 

16.1 
12.1 
10.4 

FINANCIAL  STRATEGIC  PACIFIC  BASIN 
JOHN  HANCOCK  WORLD  PACIFIC  BASIN 
STRATEGIC  INVESTMENTS 

-7.1 
-6.4 
-5.6 

ik  total  return 

% 

52-week  total  return 

% 

IFMANN 

WARE  GROUP  TREND 
ADENA  GROWTH 

66.7 
49.3 
48.9 

STRATEGIC  INVESTMENTS 
FINANCIAL  STRATEGIC  GOLD 
STRATEGIC  GOLD/MINERALS 

-28.5 
-25.5 
-25.2 

S&P  500 
4-week  totol  returr 


MORNINGSTAR  INC- 

^^MIB  Average  fund 
52-week  total  return 


AtlVE  PORTFOIIOS 


DATA  RESOURCES  INC. 


I  amounts 
ent  the  present 
of  $10,000 
id  one  year 
each  portfolio 

:  ages  indicate 
I  /  total  returns 


U.  S.  stocks 
$12,555 

+  1.63% 


Treasury  bonds 
$11,871 

+  2.42%, 


Foreign  stocks 
$11,336 

-1.28% 


nil 


Money  market  fund 
$10,686 

+  0.16% 


Gold 
$7,852 

+  0.77%, 


on  this  page  are  as  of  market  close  Wednesday,  June  7,  1989,  unless  otherwise  indicated, 
groups  include  S&P  500  companies  only;  performance  ond  share  prices  ore  as  of  market  close 


June  6.  Mutuol  fund  returns  are  os  of  June  2,  Relative  portfolios  ore  valued 
detailed  explanation  of  this  page  is  available  on  request. 


of  June  6.  A  more 
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DON'T  CUT  OFF  CHINA 
OUT  OF  ANGER 


The  complexities  of  China  have  always  confounded 
America.  The  intricacies  were  bad  enough  when  there 
were  two  clearly  defined  parties  vying  for  power  in 
the  1930s  and  1940s.  The  Americans  sided  with  Chiang  Kai- 
shek  and  his  Kuomintang  Party  and  shunned  Mao  Zedong's 
Communist  Party.  The  failure  to  maintain  relations  with 
both  sides  cost  the  U.  S.  dearly,  in  China  as  well  as  Korea 
and  Vietnam. 

Now,  China  is  entering  a  period  of  fluidity  of  the  sort  at 
which  the  Chinese  seem  to  excel.  The  Communist  Party 
appears  to  have  fractured.  Some  military  units  affiliated 
with  Deng  Xiaoping  and  other  hardliners  are  attempting  to 
seize  power  in  Beijing.  Other  military  units — and  an  appar- 
ent majority  of  Chinese — don't  like  what  is  happening  and 
seem  sure  to  resist,  whether  violently  or  nonviolently. 

Suddenly  the  U.  S.  government  and  corporate  world  must 
contend  with  an  Old  China  in  Beijing,  a  struggling  entrepre- 
neurial New  China  in  coastal  areas,  a  Hong  Kong  that  is 
losing  confidence,  and  a  prosperous  Taiwan  regarding  all 
these  events  from  across  the  Taiwan  Straits. 

The  immediate  temptation  following  the  appalling  blood- 
shed in  the  streets  of  China  is  to  pull  out  of  the  mainland 
altogether.  But  the  lesson  of  history  is  that  the  U.  S.  should 
remain  engaged,  as  fully  as  possible  while  being  careful, 
with  all  the  struggling  factions  and  cliques.  That  will  require 
real  agility  in  Washington.  President  Bush  so  far  is  demon- 
strating that  he  understands  some  of  the  historical  lessons. 
And  U.  S.  companies  should  recognize  that  there  will  still  be 
opportunities  throughout  China. 

The  last  time  China  plunged  into  such  a  contest,  it  lasted 
for  two  decades,  from  roughly  1927  to  1949.  The  Cultural 
Revolution  lasted  a  full  decade.  Long-term  players  main- 
tained presences  where  prudent  and  profitable.  Even  if  the 
octogenarian  hardliners  in  Beijing  prevail  in  the  short  term, 
the  chances  are  strong  that  their  days  are  numbered.  They 
lack  the  mandate  to  rule.  Much  of  the  younger  generation 
opposes  their  brutal  Maoist  tactics.  We  should  not  alienate 
these  young,  educated  Chinese.  It  would  be  foolish  for 
America  to  sever  its  ties  with  broader-based  forces  else- 
where in  the  country  that  desire  continued  progress  down 
the  road  toward  economic  and  political  reform. 


KICK  INFLATION- 
EVEN  WHEN  IT'S  DOWN 


Very  good,  Mr.  Greenspan!  The  Federal  Reserve  has 
made  money  easier  by  cutting  the  interest  rate  for 
federal  funds  by  one-quarter  of  one  percent,  to  9.5%. 
That's  not  much,  but  it's  enough  to  show  the  markets  that 
the  Fed  knows  the  economy  has  slowed  and  the  threat  of 
inflation  has  receded.  But  inflation  remains  a  danger,  and 
Fed  Chairman  Alan  Greenspan's  job  right  now  is  to  make 


sure  it  stays  bottled  up.  Policy,  which  has  been  tight  3  u 
this  point,  should  continue  to  err  on  the  side  of  restrnt 

The  May  employment  report  showed  that  the  numlr  c, 
jobs  is  growing  only  about  half  as  fast  as  earlier  in  thee:  • 
But  wage  growth  in  services — where  three  of  every b  i 
working  Americans  are  now  employed — remains  rapidvM  - 
productivity  growth  in  services  has  been  dismal,  so^m 
labor  costs  among  service  producers  are  skyrocklmi-  ' 
Those  cost  pressures  put  a  floor  under  inflation  in  thisei 
vice  sector,  as  service  companies  try  to  maintain  their  j-o'. 
margins.  So,  despite  lower  inflation  on  the  goods  side  (jtht 
economy,  services  make  overall  inflation  a  sticky  probjm.  i  I 

The  slowdown  in  employment  growth  is  not  an  omjo  i; 
sign  of  recession.  The  government's  leading  index  lost 
strongly  in  April.  Inventory  growth  is  not  excessive.  u.--i: 
ness  plans  for  capital  investment  remain  firm.  Althigb 
consumer  spending  is  slowing  down,  robust  deman«fo.n 
U.  S.  exports  is  propping  up  growth  in  the  manufactiinii 
sector.  And  slower  consumer  spending  means  that  im'irt'i 
are  on  the  verge  of  a  significant  slowdown,  so  the  aiti 
deficit  will  continue  to  support  economic  growth  as  w(.  | 

Given  the  mix  of  slower,  but  healthy,  economic  grvtis 
and  continued  rapid  wage  growth  in  services,  the  Fed  sluli^ 
continue  to  act  cautiously.  The  latest  easing  move  has  j/f.if 
markets  around  the  world  the  right  signal.  It's  always  jssij 
ble  that  further  easing  may  be  warranted  in  the  coini 
months,  but  only  against  a  background  of  continued  iroj 
gress  against  inflation. 


BUSTING  THE  IDEOLOGUEf 
MONOPOLY  AT  ANTITRUST 


f: 


lor  the  past  two  decades,  the  antitrust  pendulumtias'  I 
swung  wildly.  In  the  1970s,  both  Republican  and  Dqo  ' 
cratic  trustbusters  had  few  qualms  about  tryin  fc 
break  up  business  combinations  that  produced  almost  tiia 
increases  in  market  concentration.  In  the  1980s,  Rei.'ai 
Administration  officials — mostly  academic  devotees  ofvh' 
laissez-faire  University  of  Chicago  school  of  economi;- 
diverged  sharply  from  that  approach.  They  attacked  ;v 
acquisitions,  arguing  that  big  was  not  necessarily  badrii 
that  even  concentrated  industries  can  be  highly  competi^e 
Now  antitrust  enforcement  is  poised  for  another  to 
President  Bush  has  nominated  James  F.  Rill  to  headh> 
Justice  Dept.'s  Antitrust  Div.  (page  64).  If,  as  expected  hi 
Senate  confirms  him  after  his  June  15  hearing.  Rill  is  li;i; 
to  swing  the  pendulum  back  to  the  middle.  He  brings  tch^ 
job  a  traditional  Republican,  hard-headed  approach  to'n 
forcement,  forged  by  30  years  in  the  trenches  as  an  antitts 
litigator.  But  he  recognizes  that  some  of  the  Chii'^' 
school's  principles  are  sound.  He  believes,  according  to  c^o 
ciates,  that  some  industries  today  are  truly  global,  so  doi» 
tic  concentration  isn't  as  alarming  as  it  once  was. 

Attorneys  expect  him  to  bring  more  challenges  to  mer,  R 
and  to  enforce  parts  of  the  antitrust  laws  that  the  Rea,.n 
ites  ignored.  Rill  can  now  bring  a  halt  to  the  excesses  olh< 
past  two  decades.  He  would  perform  a  real  service  by  fii '} 
putting  antitrust  enforcement  on  the  proper  course.  i 
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InfoWorld,  April  10,  1989 


The  bottom  line  is  8.9 


InfoWorld  magazine  tested 
nd  compared  multiuser  databases, 
/ith  a  bottom  line  score  of  8.9, 
orland  s  new  Paradox®  3.0  beat 
le  well-knowns  and  unknowns 
ands  down. 

So  read  what  InfoWorld' s 
eport  Card  says  about  relational 
atabases~and  if  you'd  like  to  try 
aradox  3.0  first,  there's  one  more 
ling  you  can  do. 


Call  800-345-2888,  ext.  100. 
We'll  send  you  a  free  Trial  Version 
of  Paradox  3.0 

and  a  reprint      m  PARADOX  I 
of  InfoWorld  s 
multiuser  data- 
base review. 


BORLAND 


ide;  MP50 


Reprinted  wilh  permission  from  In/oWorld.  Paradox  is  a  registered  trademark  of  Borland  Inlernalional  Copyright  ^1989  Borland  International.  Inc  All  rights  reserved-    BI 1326 
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Wlien  a  manufacturer  in  St.  Louis,  Missourf 
niiikcs  a  tender  offer  for  a  company  in  Heidelberg, 
it  needs  a  bank  that  can  successtlilh'  integrate  its 
|.       fimmcing  with  currency  exposure  management. 
11^  It  needs  a  bank  that  can  handle  the  transaction  ^ 

tlirougli  closing.  And  beyond. 

Citicorp  makes  the  deal  work.  With  swaps  and 
options  expertise  that  niiikes  us  the  leader  in  foreign 
^  -^^v  exchange  and  derivati\'e  products.  Because  wtien 
Bj  ljfe  >'our  assets  are  spread  worldwide,  }x>u  need  a  bank 
R^JjP  that  can  bring  it  all  together 
pHI|||BiMf!M§^^^^      Number  one  in  foreign  exchange. 

l  i      I  I  cmcoRpe 


"When  I  said  vodka 
A  I  meant  Denaka.' 


—     e  '  Imported 


from  Denmark, 


In  a  world  of  absolutes,  Denaka  excel;. 

Denaka  -  Vodka  40%  and  50  5%  Ale  by  Vol  |80  and  101  Prool]  Imporled  by  Denaka  Import  Company  Lake  Success,  m  a  1989 


rnufff  rHR  wf  ill  rerewulATION  GO?  ►COMPAQ'S 
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$2.00 


Stocks  Get 
Stronger 

Booming  Bonds 

The  Hottest 
Mutual  Funds 


Conmiodities 
Take  A  Hit 

First-half  Stars 

PoU:  The  PubUc 
Plays  It  Safe 


V3  3wvoNnyna 
ay  asoywiyj  ost? 


8Ti  T6d3S       09TTT950I  Z090 


The  da/ne  Card  that glve^i  you  a  24-hour  travel  ^lervice,  a  year-eiid  vminniary  f 
your  charged,  ca^h  aece^d  at  home  and  abroad,  aiu)  jo  niany  other  deiudble  jo^iM 


TO     APPLY.     CAUL     1    •    800    •    THE    •  GOLD 

"Charge  approval  based  on  a<  count  lxperience  and  resources 


ATF  nilE 


1 


no  pre-tiet  ^ipend  'uig  limit*  For  when  you  finally  run  into  that  1953 XK120. 


THE 


A  N 


r  1 


SURVIVAL  KIT  FORTHE 
INFORMATION  AGE 


CARKyWIZAWD  POWER  IN  YOUR  P0CIOT:,„  „^ 
SLIDE  IN  A^FTWARE  CARD  OR  PLUG  ir^O  YOUR  PC 
7       TAKE  CONTROL  OF  TOMORROW  TOIW 

The  Wizard  from  Sharp  lets  you  travel  light  and  take  all  your  personal  and  business  d^t^^jthYO"- 
The  wVzard  plans,  organizes,  reminds,  informs,  advises,  calculates.  An  opttonal  Orgarjizer  Link  keeps  you . 
Jvo  way  communicatton  with  1BM?PC  compatible  or  Macintosh'computers.  Optional  Software  Cards  ada 

it  for  specialized  jobs  without  specialized  training.  ^ 
Discover  the  competitive  edge  for  the  Information  Age.  Call  1-800-BE-SHARR 

SHARP  INVENTS  THE  WIZARD 


FRO/W  SHARP  MINDS 
n,c*  Corp  COME  SHARI*  PRODUCTS 


IF  YOU  THINK 
MUTUAL  FUNDS 
WITH  HIGH  YIELDS 
ALWAYS  MEAN 
HIGH  RETURNS, 
READ  THIS. 


Some  Plain  Talk 
About 
Mutual  Fund 
Costs 


A  Useful  Guide  For 
Cost -Conscious  Investors 


Look  at  the  small  print 
in  many  of  today's  top-yielding 
money  market  ads  and  youH  see 
"why  the  promise  of  high  yields 
can  be  misleading— and  how 
some  mutual  fund  firms  are 
boosting  yields  by  temporarily 
waiving  operating  expenses. 
When  costs  come  back . .  .yields 
go  down. 

Vanguard's  new  booklet, 
"Some  Plain  Talk  About  Mutual 
Fund  Costs,"  shows  how  excessively  high 
expenses  can  dramatically  reduce  your 
returns. 

Youll  see  how  a  difference  of  less  than 


1%  in  costs  between  any  fund  can 
make  thousands  of  dollars  differ- 
ence in  your  investment  returns 
over  time.  You'll  learn  the  impor- 
tant cost  factors  to  consider  in 
choosing  a  fund . . .  and  how  to 
determine  a  fund's  charges  by 
the  listings  in  your  newspaper. 

Compare  Vanguard  funds 
with  those  you  own  or  are  con- 
sidering. Our  average  expense 
ratio— less  than  half  the  1988 
mutual  fund  industry  average— gives 
Vanguard  mutual  fund  shareholders  an 
advantage  few  competitors— if  any— 
can  match. 


Call  1-800-662-7447 

For  a  free  copy  of 
"Some  Plain  Talk  About  Mutual  Fund  Costs" 

call  any  hour,  any  day— or  use  this  coupon.  We'll 
also  send  you  a  free  Vanguard  Information  Kit 
containing  a  Vanguard  Money  Market  Reserves 
prospectus  with  more  complete  information  on 
advisory  fees,  distribution  charges  and  other 
expenses.  Please  read  it  carefully  before  you 
invest  or  send  money. 

Vanguard 
Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482 
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PRODUCTION 

Change  from  last  week:  0.0% 
Change  from  lost  yeor;  3.0% 


185 
180 
175 
170 
165 


June  3 
175.8 


1967=  100 

Four-week  moving  overage 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  yean  6.5% 

215 


210 


ttt 


May  27 

175.8 


205 


200 


Oct, 


Feb. 
1989 


The  production  index  was  unchanged  for  the  week  ended  June  3.  Seasonally 
adjusted  production  of  autos,  trucks,  rail-freight  trafFic,  poper,  electric  power,  and 
crude-oil  refining  declined.  Output  of  poperboard,  steel,  and  coal  was  up.  Lumber 
production  was  unchanged.  Before  calculation  of  the  four-week  moving  average,  the 
index  fell  to  176.1  from  177.5.  That  partly  reflects  plant  closings  during  the 
Memorial  Day  weekend.  In  May,  the  index  dropped  to  175,9  from  177,1  in  April. 
BW  production  index  copyright  1989  by  McGrow  Hill  Inc 


The  leading  index  increased  slightly  for  the  week  ended  June  3,  Higher  » 
prices,  lower  bond  yields,  and  a  faster  growth  rote  for  M2  offset  slower  growfet 
real  estate  loans  and  materials  prices.  The  number  of  business  failures  wen- 
changed  from  the  previous  week.  Prior  to  calculation  of  the  four-week  n 
average,  the  index  was  unchanged  at  209.6.  For  the  month  of  May,  the  kfi 
declined  slightly  to  209.5,  from  April's  209.6  level.  \ 
Leoding  index  copyright  1989  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ogo 

%  Chonge 
year  ago 

STEEL  (6/101  thous.  of  net  tens 

1,919 

1,920 

=  -1.4 

AUTOS  (6/10)  units 

140,945 

121,995r 

I.-  -17.2 

TRUCKS  (6/10)  units 

90,287 

72,054r 

~  6.3 

ELEQRIC  POWER  (6/10)  millions  of  kilowatt-hours 

54,446 

54,123 

=  3.8 

CRUDE-OIL  REFINING  (6/io)  ,hous.  of  bbl  /doy 

13,803 

13,824r 

^  0.8 

COAL  (6/3)  tfious.  of  net  tons 

17,794  If 

18,593 

0.9 

PAPERBOARD  (6/3)  thous.  ol  tons 

768.8  = 

736.9r 

2.6 

PAPER  (6/3)  thous.  of  tons 

730.0 

734.0r 

-1.6 

LUMBER  (6/3)  millions  of  ft. 

401. 3« 

487.5 

-5.8 

RAIL  FREIGHT  (6/3)  billions  of  ton-miles 

17.9# 

19.7 

4.1 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FORiIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/14) 

149 

142 

126 

GERMAN  MARK  (6/14) 

2.03 

1.97 

1.75 

BRITISH  POUND  (6/14) 

1.51 

1.58 

1.78 

FRENCH  FRANC  (6/14) 

6.87 

6.68 

5.91 

CANADIAN  DOLUR  (6/14) 

1.20 

1.20 

1.21 

SWISS  FRANC  (6/14) 

1.75 

1.70 

1,46 

MEXICAN  PESO  (6/14)^ 

2,487 

2,481 

2,300 

Sources:  Mojor  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

n  units  per  U 

S.  dollar 

except  tor 

ES 

Latest 
week 

Week 
090 

%  Change 
year  ago 

GOLD  (6/14)  $/troy  oz. 

361.100 

374.200 

-20.1 

STEEL  SCRAP  (6/13)  #  1  heavy,  $/ton 

1 14.50 

1 14,50 

5.0 

FOODSTUFFS  (6/12)  index,  1 967 :  =  1 00 

222.8 

222,9 

-7.2 

COPPER  (6/10)  e/ib. 

1 14.8 

117.8 

-1.2 

ALUMINUM  (6/10)  (./lb. 

92.0 

95.0 

-28.7 

WHEAT  (6/10)  #2  hard,  $/bu. 

3.96 

4.37 

12.5 

COTTON  (6/10)  strict  low  middling  1-1/16  in.,  «!/lb. 

61.60 

64.26 

-1.8 

LEADING  INDICATORS 


latest 
week 

Week 
ago 

K 
1 

m 

m 

STOCK  PRICES  (6/9)  S&P  500 

325,33 

321,77 

3D 

CORPORATE  BOND  YIELD,  Aoo  (6/9) 

9,16% 

9,37% 

■ir. 

INDUSTRIAL  MATERIALS  PRICES  (6/9) 

103.5 

103,7 

I 

BUSINESS  FAILURES  (6/2) 

NA 

250 

u 

REAL  ESTATE  LOANS  (5/31)  billions 

$325,6 

$324.9r 

u 

MONEY  SUPPLY,  M2  (5/29)  billions 


$3,083,4  $3,079,8r 


INITIAL  CUVIMS,  UNEMPLOYMENT  (5/27)  thous 


334 


303 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980  =  100)«ft 
Brodstreet  (failures  of  large  companies),  Federol  Reserve  Board,  Labor  Dept.  CIBCRpsc 
oily  adjusts  data  on  business  failures  and  real  estote  loons.  [ 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
montii 

Month  % 
ago  ) 

rit 

BUSINESS  WEEK  PRODUQION  INDEX  (May) 

175.9 

177.1r 

BUSINESS  WEEK  LEADING  INDEX  (May) 

209.5 

209.6r 

t 

RETAIL  SALES  (May)  billions 

$141.1 

$140.9r 

PRODUCER  PRICE  INDEX  (May)  finished  goods 

1  14.1 

1 13.1 

t 

Sources:  BW,  CIBCR,  Census  Bureou,  BLS 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


MONEY  SUPPLY,  Ml  (5/29) 


$773.9  $772.3 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Reseorch  Bureau,  Metals 
Weelr,  Konsos  City  mkt.,  Memphis  mkt. 


BANKS'  BUSINESS  LOANS  (5/31) 

318.0 

316,7r 

FREE  RESERVES  (5/31) 

665r 

324r 

]C 

NONFINANCIAL  COMMERCIAL  PAPER  (5/31) 

122,8 

122,9 

I' 

Sources:  Federal  Reserve  Board  [in  billions,  except  for 
a  two-week  period  in  millions). 

ree  reserves. 

which  ore  expr*d 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

ii 

FEDERAL  FUNDS  (6/13) 

9.30% 

9,58% 

PRIME  (6/14) 

1 1.00 

11,00 

30 

COMMERCIAL  PAPER  3-MONTH  (6/14) 

9.01 

9.03 

»3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/14) 

9.20 

9.25 

t3 

EURODOLLAR  3-MONTH  (6/7) 

9.35 

9.50 

SO 

Sources:  Federal  Reserve  Board,  First  Boston 

#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense eq^^ 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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We  Choose  Only 
The  Best 
wines  because  they 
Travel  Well. 

Travelling  over  long  distances  can 
upset  the  balance  of  a  fine  wine. 

Turning  a  fine  Bordeaux  into  a 
vin  ordinaire. 

To  avoid  this  we  pick  out  only 
the  very  best  wines. 

From  the  famed  Chateaux  of 
Bordeaux  and  Estates  of  Graves,  for 
our  First  and  Executive  Class. 

Wines  that  won't  be  the  least 
perturbed  by  a  long  flight.  And  won't 
lose  their  subtlety  when  served  at 
35,000  feet. 

So  we  can  be  confident  they 
will  complement  all  our  four  courses 
perfectly. 

No  matter  how  far  from  home 
the  wines  have  travelled. 

And  to  start  you  off  on  the  right 
note,  a  glass  of  lightly  chilled  French 
champagne  to  whet  your  appetite 
before  dinner. 

Garuda  Indonesid^^^ 

Proud  to  welcome  you  aboard.  ^ 


Introducing 
fc,  a  telephone 
system  that  will  take  all 
your  telecommunications 
worries  away. 
GTE  CentraNet'  service, 
available  only  from 
the  telephone  company. 

CentraNet  is  an 
advanced,  digital  switch- 
ing service  that  comes 


don't  have  to  wony  about 
with  CentraNet  is  your 
phone  system  becoming 
obsolete.  We  constantly 
?l  upgrade  our  central  office 

switch  with  the  latest 
I  technology.  So  your  tele- 
I  communications  system 
I  always  remains  state-of- 
the-art. 

If  you've  been  putting 


Order  GTE  CentraNef  and 

you'll  have  someone 
watching  over  your  system 
twenty-four  hours  a  day 


directly  from  the  GTE 
central  office. 

Technicians  watch  over 
your  system  24  hours  a 
day.  And  the  digital  switch 
itself  is  programmed  to 
diagnose  potential  prob- 
lems before  they  happen. 
So,  most  problems  will  be 
eliminated  before  you 
notice  them. 

Another  thing  you 


otT installing  a  new  system 
because  there's  too 
much  io  worry  about,  avoid 
installing  one  at  all. 
Make  GTE's  central  office 
your  communications 
choice.  And  we'll  do  the 
staving  awake  from 
now  on. 

For  availability  and 
more  information,  call 
1-800-325-6844. 


THE  POWER  is  ON 


CiTE  (  cnlrdNcl*  scrvitc  is  a  registered  serMecmdrk  of  GTE  Corp 
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GOOD  LEADERS  ARE 
MANAGERS— AND  VICE  VERSA 

Regarding  "So  many  managers,  so 
few  leaders"  (Books,  June  12), 
Professor  Abraham  Zaleznik  apparent- 
ly continues  to  explore  the  subject  of 
leadership  and  points  to  little  progress 
in  American  business  in  the  12  years 
since  his  1977  Harvard  Business  Re- 
view article.  One  might  even  speculate 
that  things  are  worse,  for  we  are 
flooded  with  meaningless  words  like 
culture,  commitment,  quality,  and  ex- 
cellence, which  get  embedded  in  corpo- 
rate advertisements  and  mean  little  to 
most  of  us. 

Perhaps  Zaleznik  might  want  to  look 
at  a  different  approach  to  his  study. 
Instead  of  trying  to  separate  and  ana- 
lyze leaders  and  managers,  let's  not 
lose  sight  of  the  obvious,  which  is  that 
a  really  good  leader  is  a  good  manager 
and  a  really  good  manager  is  also  a 
leader.  It  appears  that  all  works  well 
until  an  enterprise  gets  to  a  certain 
size.  Then  parties  try  to  separate  the 
roles  and  the  leader  steps  out  and 
away  from  the  business.  As  such,  the 
leader  falls  into  the  trap  of  thinking  he 
is  above  and  beyond  the  operation  and 
starts  to  "lead"  by  driving  the  organi- 
zation instead  of  guiding  it. 

If  we  could  get  top  management  to 
get  their  feet  back  down  on  the  floor 
and  think  of  Zaleznik's  three  quali- 
ties— substance,  humanity,  and  moral- 
ity— we  would  see  more  leader/ manag- 
er combinations  and  less  of  one  or  the 
other. 

Thomas  R.  Elsman 
Strategic  Planning  Manager 
Imaging  Systems  Dept. 

Du  Pont  Co. 
Wilmington,  Del. 

WHEN  PEOPLE  BUY  CIGARETTES, 
WE  ALL  END  UP  PAYING  

Whatever  one's  opinion  on  the  de- 
sirability of  raising  taxes  on 
anything.  Professor  Becker's  argu- 
ment that  "sin"  taxes  somehow  unfair- 
ly punish  the  poor  is  dubious  ("Higher 
'sin'  taxes:  A  low  blow  to  the  poor," 
Economic  Viewpoint,  June  5). 


EXPRESS  DELIVERY 
OF  BUSINESS  WEEK 


Some  of  our  subscribers  have  request- 
ed speedy  express  delivery  of  their 
weekly  copies  of  BU.SINESS  WEEK.  We 
now  offer  delivery  by  overnight  couri- 
er at  a  yearly  charge  of  less  than  $10  a 
copy.  A  courier  will  deliver  BUSINESS 
WEEK  by  10:30  every  Friday  morning — 
to  your  home  or  office  virtually  any- 
where in  the  U.  S.  If  you  are  interest- 
ed, please  call  Mary  Pizzarelli  at  212 
512-6246. 


Heart  disease  is  the  leading  cause  of 
death  in  America,  and  the  majority  of 
heart  disease  cases  are  a  result  of  to- 
bacco abuse.  Becker  asks:  "Why  tax  so 
heavily  adult  smokers  who  mainly 
harm  themselves?"  The  answer,  in  my 
opinion,  is  simple:  because  taxpayers 
end  up  paying  for  it. 

The  dangers  of  tobacco  have  been 
proven.  They  are  not  some  closely 
guarded  secret.  Sin  taxes  may  not  be 
perfectly  fair  but  they  are  a  whole  lot 
more  fair  than  asking  responsible  peo- 
ple to  take  care  of  others  who  make  no 
effort  to  take  care  of  themselves.  Peo- 
ple who  choose  to  gamble  with  their 
health  should  at  least  be  required  to 
cover  their  own  bets.  Otherwise,  it's 
very  difficult  to  take  seriously  all  this 
thumb-sucking  about  "soaring  health 
costs." 

Anne  Brearley 
Dayton 

COPYRIGHTS  CAN  KEEP 

THE  WOLVES  AT  BAY  

■ disagree  with  your  editorial  "Don't 
use  copyright  to  shackle  software" 
(Editorials",  May  29).  What  about  entre- 
preneurial efforts  of  specialized  mini- 
companies  that  focus  intensively  on 
the  discovery  of  new  applications  and 
spend  years  of  development  in  their 
attempts  to  capitalize  on  them?  Who 
are  these  "innovators  who  must  have 
free  access  to  . . .  technology?"  Too  of- 
ten they  are  larger  companies  that 
snap  the  ideas  up  from  their  true  origi- 
nators, leaving  them  without  compen- 
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A  dramatic  new  achievement:  the  right 
turn.  This  is  a  right  turn  at  the  bottom  of 
a  hole  drilled  through  two  miles  of  solid 
rock.  Horizontal  drilling,  pioneered 
by  BP  America  scientists,  can  extend 
the  production  of  domestic  oil  fields. 
In  fact,  new  techniques  to  locate  and 
recover  oil  added  more  than  100  million 
barrels  to  our  proved  oil  and  gas  re- 
serves last  year.  We  think  that's  a  turn 
in  the  right  direction. 


sation  and  with  relatively  little  hope  of 
recovery,  even  under  existing  law. 

What  the  editorial  seems  to  recom- 
mend is  a  return  to  the  law  of  the 
jungle  under  which  the  real  innovators 
are  shorn  of  any  recourse  whatsoever 
and  are  gobbled  up  by  wolves  wearing 
time-honored  logos. 

Martin  T.  Woods 
President 
Cryptech  Corp. 
Los  Angeles 

THE  ABCs  OF 

AMERICAN  SAVINGS  

Your  otherwise  excellent  article  on 
the  nation's  need  for  a  higher  sav- 
ings rate  ("Have  you  hugged  your 
bankbook  today?"  Economics,  May  29) 
needs  some  clarification. 

Investment  can  occur  without  sav- 
ings if  the  Federal  Reserve  and/or  for- 
eigners supply  funds.  This,  of  course, 
can  precipitate  other  problems. 

Business  savings  represent  not  only 
retained  earnings  but  also  the  much 
larger  corporate  and  noncorporate  de- 
preciation charges. 

The  contribution  of  state  and  local 
governments  is  not  only  their  pension 
surpluses  but  their  overall  budgetary 
positions. 

Devices  such  as  IRA  accounts  can  in- 
crease overall  savings  as  long  as  the 
percentage  increase  in  household  sav- 
ings exceeds  the  average  tax  rate  on 
personal  income.  If  a  person  in  the  25% 
bracket  shelters  $2,000  but  merely 
shifts  savings  from  a  non-iRA  to  an 
IRA,  the  federal  government  is  out 
$500  in  revenues  and  total  savings 
drop. 

As  far  as  getting  the  average  Amer- 
ican to  save  at  a  higher  rate,  the  reali- 
ty may  well  be  that  the  act  of  saving  is 
not  so  much  related  to  yields  but  rath- 
er is  cultural,  habitual,  and/or  demo- 
graphic. Thus,  the  burden  of  increas- 
ing total  savings  falls  essentially  on 
the  public  rather  than  on  the  private 
sectors. 

Herbert  M.  Bernstein 
Economics  Dept. 
Drexel  University 
Philadelphia 

DON'T  SLUR  THIS 

GROUPWARE'  PROGRAM  

Sam  writing  in  reference  to  the  char- 
^  acterization  of  our  company.  Action 
Technologies  Inc.  and  one  of  its  soft- 
ware products.  In  "  'Groupware':  Big 
break  through — or  big  brother?"  (Soft- 
war-  Report,  June  5)  you  state:  "Crit- 
ics, though,  call  the  program 
'Naziware' — a  stinging  criticism  for 


Flores. . . ."  This  type  of  journalistic 
grandstanding  is  unwarranted  and  of- 
fensive. 

The  history  of  this  comment  reveals 
that  it  was  uttered  by  an  assistant  pro- 
fessor who  has  a  commercial  interest 
in  a  competing  product.  He  made  this 
characterization  in  a  public  forum  and 
has  since  apologized  and  promised  not 
to  do  so  again.  Your  publication  has 
always  connoted  professionalism  and 
high  journalistic  standards.  Surely 
BUSINESS  WEEK  won't  sanction  unfair 
reporting  of  this  nature. 

Thomas  E.  White 
President 
Action  Technologies  Inc. 

Emeryville,  Calif. 

Your  mention  of  Enable  Software's 
main  feature — allowing  a  person's 
work  to  be  more  easily  monitored — 
brings  up  the  issue  of  accountability, 
not  the  technique  used  to  observe  it. 

For  example,  in  a  company  that 
views  itself  as  a  treadmill,  and  under  a 
supervisor  that  views  his  or  her  role  as 
a  taskmaster,  such  a  tool  would  be 
unwelcome  by  employees  because  ac- 
countability only  holds  the  threat  of 
degradation  in  such  an  atmosphere. 

In  contrast,  in  the  hands  of  a  man- 
ager who  recognizes  that  the  compa- 
ny's purpose  is  to  learn  how  to  work 
better  (not  just  harder),  and  that  his 
fellow  employees  are  all  deserving  of 
simple  dignity,  then  the  facts  on  pro- 
ductivity will  prove  instructive  and 
valuable  instead  of  feared. 

Thomas  J.  Iglehart 
Brookline,  Mass. 

SECOND  THOUGHTS  ABOUT 
CAPTURING  DOLPHINS  

■ would  like  to  respond  to  the  article 
"Close  encounters  of  the  dolphin 
kind"  (Personal  Business,  Apr.  10). 
There  has  been  a  recent  upsurge  in  the 
desire  to  interact  and  connect  with  dol- 
phins. The  facilities  you  mentioned  in 
the  Florida  Keys  do  provide  interactive 
programs  and  have  been  in  existence 
for  a  long  time.  You  were  correct  in 
stating  that  these  programs  are  con- 
troversial, and  hopefully  the  National 
Marine  Fisheries  Service  will  err  on 
the  side  of  caution  when  reviewing 
these  programs  in  determining  what  is 
currently  best  for  these  dolphins. 

But  the  dolphin  program  at  the  Hy- 
att Regency  Waikoloa  in  Hawaii  was 
created  for  the  sole  purpose  of  a  com- 
mercial venture  and  has  set  a  new  pre- 
cedent for  the  capture  of  more  wild 
dolphins.  I  hope  that  the  business  com- 
munity is  able  to  distinguish  between 
the  purposes  of  these  facilities  and  will 


selectively  choose.  Many  resear 
themselves  now  object  to  the  capri 
of  wild  dolphins  for  research  purjj 
we  know  too  much  about  their  dii 
plex  social  structure  and  family  Inn 
to  justify  such  capture. 

Anyone  who  has  witnessed  tht^ 
ture  of  dolphins  for  display  pur  55  ^ 
can  see  that  these  animals  do  figl  S;i 
their  lives  and  survival  of  their  f  si!' 
groups.  I 
Denise  Heiri! 
Research  Dirstu 
Wild  Dolphin  Pijsc 
Lake  ParkFi 


PENTECH'S  SPONSOR 
IS  ALIVE  AND  WELL 


The  cover  story  "Hot  growth  ccij 
nies"  (May  22)  contains  the  fo' 
ing  sentence:  "Pentech's  Melnickils 
lost  his  sponsoring  broker  to  the 
market  crash."  Russo  Seculjfe 
brought  Pentech  public  through  itp." 
mary  offering.  Russo,  which  em(^f 
from  the  crash  unscathed,  continip 
do  business  as  usual. 

Diane  1 
Russo  Securitie; 

New 


Editor's  note:  The  statement  rejT<. 
to  Beuret  &  Co.,  the  broker  for  \ 
tech's  secondary  offering,  whichm 
completed  in  July,  1987. 

FLEMING  DID 
A  LITTLE  BUYING,  TOO 


In  your  special  issue  (The  BUSl 
WEEK  Top  1000),  Fleming  Cos.^ 
identified  on  the  Top  200  Deal  li  : 
having  sold  its  White  Swan  foodie, 
vices  operations  to  a  group  led  by 
agement  and  Merrill  Lynch  Ciifeiu 
Partners  for  $232  million. 

However,  on  an  even  larger  sc^, 
July,  1988,  Fleming  purchased  M)i 
&  Hyde  Inc.,  the  nation's  fourthly 
est  food  wholesaler,  from  KohJr 
Kravis  Roberts  &  Co.  in  a  deal  puji 
valued  at  $600  million. 

This  deal  was  the  largest  ever  i|)i 
industry  and  one  that  propelled 
our  current  position  as  the  najn 
largest  food  wholesaler.  It  also  r^( 
in  the  Top  100  1988  deals. 

Donald  E.  Jeir 
Corporate  Planning  Dirtx 
Fleming  0 
Oklahoma  ii( 


Letters  to  the  Editor  should  be  sent  to  RP' 
Report,  Business  Week,  1221  Avenue  of  the 
cas,  New  York,  N  Y  10020.  Fax:  (212)  51 
Telex:  12-7960,  Intl.  4998204.  All  letters 
elude  an  address  and  daytime  and  evenin 
phone  numbers.  We  reserve  the  right  to  editj 
for  clanty  and  space. 
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"Wljeri  a  company  has  a  tiame  as  well- 
knouni  as  Westinghonse,  people  think  they 
know  what  you  do. " 


Westii^ouse 

"People  think  we  still  tnake  appliances. 
We  haven't  made  thetn  in  nearly  15 years. 

"People  think  we  still  nuike  light  bulbs. 
We  haven't  made  them  in  over  sLx years. 

"A/id  some  people  think  we're  still  in  the 
same  businesses  we  were  100  years  ago. 
Well,  we  are  and  we  aren't. 

"Westinghonse  is  a  company  committed 
to  quality',  doing  surJjrLsing  things  that 
touch  people's  lives  in  surprising  ways- 
all  over  the  ivorld. 

"We're  a  company  you  should  get  to 
know  better"    ^  r\ 


John  C.  Marous 
Chairman  and 
Chief  Executive  Officer 


Rnancial  Services 

One  d  Americas 
top  six  business 
finance  companies. 

Westinghousc  Credit 
and  its  financial  seivice 
iiffiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acciuisiti(jns  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
and  leasing  and  financ- 
ing major  equipment  and  facilities. 

We  play  a  major  role  in  employee  buy-outs  of 
established  businesses.  We  make  equity  investments 
in  companies.  And  buy  sell,  and  manage  income- 
producing  real  estate  properties. 


More  than  100  million 
people  tune  in  toWestirghouse 
everyday 

Westinghouse  Group  W  Broadcasting  is  i 
one  of  America  s  largest,  most  diversified  ait 
fastest  growing  entertainment  companies,  if, 
Group  W  radio  stations  broadcast  to  onei 
out  of  three  American  homes.  In  fact,  WINSj 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station. 

Our  five  TV  stations  are  seen  in  10  milliol 
homes  a  week,  and  each  is  a  leader  in  new! 
and  local  programming.  And  the  TV  Group'jj 
NEWSFEED  Network  is  the  nation's  largest 
video  news  service. 

We  syndicate  the  hottest  new  shd'' 
on  children's  TV,  "Teenage  Mutant : 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country. 
And  we  also  distribute  more 
programming  via  satellite  thi 
anybody  else.  We  even  mark 
cable  TV's  popular  "The 
Nashville  Network." 


Environment 

A  leader  in  tackling 
tough  environmental  problems. 

Our  waste-to-energy  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into  A 
electricity,  helping  municipalities  reduce  / 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can 
destroy  these 
materials,  includ 
ing  PCBs,  at 
efficiencies 
exceeding 
99.9999 


1 
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le  world  leader  in  radar. 

jr  new  radar,  soon  to  be 
lied  at  every  major  U.S.  airport, 
low  allow  air  traffic  controllers 
ick  weather  and  aircriift  on  the 
•  screen  at  the  same  time, 
d  our  advanced  air  mum  surveil- 
■  radar  will  give  tlie  FAA  a  much 
r  view  of  air  triifific  along  major 
■s,  while  also  serving  the  U.S.  Air 
;'s  air  defense  needs. 
:  developed  and  built  the  Airborne 
ing  and  Control  System  ( AWACS ) 
,  part  of  die  free  world's  first  line  of 
ise.  And  we're  working  on  radar  and 
onic  systejus  for  the  U.S.  Air  Force's  iuid 
s  next-generation  fighters, 
even  offer  industry  the  most  powerful 
buted  process  control  management 
ns  available  today 


Communities 

One  of  Americas 
leading  developers 
3f  planned  communities. 


Eneigy 

Aworid  leader  ineneigy 


"We're  a  recognized  world  leader  in  conventional  power 
generation,  supplying  millions  of  megawatts  of  electricity  on 
almost  every  continent. 

We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  Fuel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  tlie  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity,  fuel  cells,  and  solar  photovoltaics. 

Distribution 

Moving  everything  fom 
strawberries  to  electricity  ^ 

Our  Tliermo  King  subsidiary  is  the  world 
leader  in  transport  refrigeration  and  is  supported  by 
the  industry's  largest  dealer  network.  Thermo  King- 
equipped  vehicles  safely  transport  all  kinds  of  perishables 
from  produce  ;uid  chemicals  to  film  and  pharmaceuticaJs-in 
more  tlian  80  countries  around  the  world,  including  the  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  elearical,  mechaniail,  and 
elearonic  produces,  maintaining  complete  inventories  of  more  tlian 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  legations 
and  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
quality  cities  and 
communities-including 
the  master-planned, 
full-service  cit)  of  Coral 
s,  designed  to  serve  more  than  100,000  residents, 
new  community  Gateway  near  Ft.  Myers,  will  be 
ure  home  to  an  esdmated  40,000  people, 
e  planning  our  newest  community  of  homes, 
s,  businesses,  offices,  shopping,  and  recreation  areas 
500-acre  site  in  Marana,  near  Tucson,  Arizona. 
:an  Bay  near  Naples,  Florida,  hosLs  1,400  luxury 
,  two  quality  hotels,  and  a  championship  golf 
.  And  another  luxury  communit)'  is  planned  for 
'esert,  California. 


Office  Systems 

Makirg  offices  and  people  moie  productive: 

Westinghouse  helped  pioneer  die  concept  of  open  office 
ftjrniture  systems-systems  designed  to  help  people  do  their 
jobs  more  productively  and  comfortably 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  system  backed  by  the  industry's 
only  lifetime  warranty 

Westinghouse  developed  and  built  one  of  the  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  oivn  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  diem 
with  a  unique  solution  to  their  telecommunications  needs. 

So  now  that  you  know  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  ive  ei>en  touched  your  life  today. 


VbucanbesuTCL.  ^ 
T         i  4  ifitlsWestinghouse@ 

esdiMiouse 


Source:  DOT.  Da 


LOOK  WHO^  LANDED 
AT  THE  TOR 


Northwest  Airlines  has  pulled  off  one  of  the 
bisgest  upgrades  of  all  time.  If  you've  flown  with 
us  lately,  you've  noticed.  If  you  haven't,  you 
should.  When  it  comes  to  serving  you,  we've 
climbed  all  the  way  to  the  top  spot. 

ON-TIME  PERFORMANCE.  We're  getting  you 
where  you  want  to  go,  right  on  schedule.  In  fact, 
our  on-time  performance  is  so  good,  we've 
ranked  at  the  top  of  all  major  U.S.  airlines  for  the 
last  two  months.  Since  January,  we've  soared 
ahead  of  American,  United  and  Delta. 

BAGGAGE  HANDLING.  We  re  setting  a  whole 
new  standard  of  speed  and  efficiency  Our 
record  for  baggage  handling  is  among  the  best  in 
the  industry,  and  we're  looking  better  every  day 

CUSTOMER  SATISrACTION.  Best  of  all,  we're 
making  the  people  who  fly  Northwest  happy,  and 
we're  receiving  hundreds  of  letters  telling  us  just 
how  well  we're  doing.  We're  the  only  airline  that 
offers  a  smoke-free  environment  on  all  flights 
throughout  North  America,  and  our  passengers 
appreciate  that.  It  makes  us  very  proud. 

It's  taken  a  lot  of  planning,  building  and 
listening  to  get  where  we  are  today  Thanks  to 
the  efforts  of  our  36,000  employees,  we're 
committed  to  keeping  Northwest  Airlines  at  the 
top  of  the  charts. 


f  Carl  Gustafson,  Equipment  Service  Chief 
LaGuardia  Airport,  New  york 


NORTHWEST  AIRLINES 

u  s  RESERVATIONS  1-800-225-2525,  INTERNATIONAL  RESERVATIONS  1-800-447-4747. 
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EW  REALITIES:  IN  GOVERNMENT  AND  POLITICS/ 
tNOMICS  AND  BUSINESS/IN  SOCIETY  AND  WORLD  VIEW 
er  F.  Orucker 

&Row  •  276pp  •  $19.95 

iTER  DRUCKER  MAPS 
BRAVE  NEW  WORLD 

other  people  and  spend  our  leisure  time 
is  undergoing  a  transformation. 

A  lot  of  this  you  know  in  your  gut, 
but  Drucker  reasons  it  through.  And  he 
avoids  ideological  pigeonholes:  His  opin- 
ions are  simply  too  broad.  His  criticism 
of  high  taxes,  especially  as  a  redistribu- 
tive  tool,  echoes  the  arguments  of  sup- 
ply siders.  But  he  takes  a  tough  environ- 
mental stance,  urging  that  polluters  be 
"quarantined"  by  transnational  laws- 
prohibiting  shipment  of  their  goods. 

Drucker  believes  that  government's 
role  in  nurturing  the  economy,  as  recom- 
mended by  John  Maynard  Keynes  and 
practiced  by  Franklin  Delano  Roosevelt, 
has  long  outlived  its  usefulness.  Privati- 
zation is  the  new  wave,  he  says.  The  tax 
burden  should  be  lightened.  And  govern- 
ment should  focus  on  standard-setting 
for  industry  and  institutions. 

Still,  Drucker  acknowledges,  we  clear- 
ly require  some  sort  of  leadership  or 
vision  in  government.  A  "new  plural- 
ism," characterized  by  dozens  of  constit- 
uencies with  conflicting  goals,  has  led  to 
political  paralysis  in  the  U.  S.  Somehow, 
new  alliances  must  be  formed  to  deal 
with  problems,  such  as  shoring  up  the 
educational  system,  that  transcend  dif- 
ferent interests.  Further,  Drucker  notes, 

link  back  to  your  college  days. 
You're  in  a  local  pub,  knocking 
)ack  a  few  with  the  smartest  guy 
low.  His  arms  slice  the  smoky  air 
opines  on  the  big  political  ques- 
)f  the  day,  drawing  historical  par- 
and  citing  philosophical  precepts 
the  way.  You're  dazzled  by  his 
on,  awed  by  his  bravado.  Your 
5  spinning. 

1  good  reason.  The  next  day,  you 
rely  remember  what  your  friend 
lOugh  you're  con  /inced  it  was  bril- 
'hat's  how  most  readers  will  prob- 
3el  at  the  beginning  and  end  of 
F.  Drucker's  new  book.  The  man- 
nt  guru  and  economist  leaves  few 
tual  stones  unturned  as  he  de- 
a  world  that  somewhere  between 
id  1973  crossed  a  "divide"  to  new 
1,  social,  and  economic  realities. 

Fortunately,  the  core  of  Drucker's 
book,  where  he  elaborates  on  the  many 
strands  of  this  theme,  is  more  solid.  He 
bolsters  his  case  for  a  new  world  view 
with  anecdotes,  examples,  and  recom- 
mendations. But  he  emphasizes  that  in- 
stead of  outlining  what  to  expect  in  com- 
ing years,  he  intends  to  alert  us  to 
changes  already  taking  place  and  sug- 
gest an  "agenda"  for  the  present. 

Drucker  contends  that  government — 
be  it  in  the  West,  the  communist  nations, 
or  the  Third  World — can  no  longer  act 
as  a  savior  for  its  citizens.  The  political 
process  can  no  longer  unite  large  blocs 
of  interest  groups.  Economic  theory  can 
no  longer  describe  transnational  mar- 
kets, businesses,  and  relationships,  nor 
can  economic  policy  control  them.  Like- 
wise, at  the  individual  level,  everything 
is  in  flux.  Even  the  way  we  manage 

Vith  the  way  some  facsimiles  make  you  wait, 
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there  are  huge  political  tasks  ahead:  re- 
lieving the  "increasingly  counterproduc- 
tive burden"  of  arms  spending,  saving 
the  global  environment,  fashioning  a  for- 
eign policy  response  to  the  crumbling  of 
the  Soviet  empire.  But  Drucker  warns 
us  to  beware  of  charismatic  leaders.  To- 
day we  need  the  "gray  workaholic  ex- 
perts" committed  to  solving  problems. 

The  earliest  crisis,  though  Drucker 
doesn't  explicitly  say  so,  may  come  in 
the  economic  sphere,  where  policy  col- 
lides with  reality  every  day.  Drucker  is 
perhaps  at  his  strongest  in  his  analysis 
of  the  changing  economic  winds.  The  na- 
tion-state, he  argues,  is  but  one  of  four 
units  that  now  function,  often  in  overlap- 
ping ways,  in  the  world  economy.  The 
second  is  the  region,  such  as  the  Europe- 
an Community  or  North  America.  The 
third  is  the  global  flow  of  money,  credit, 
and  investment.  The  final  unit  is  the 
transnational  enterprise,  which  views 
the  world  as  one  market. 

How  should  policies  be  tailored  in  an 
environment  made  up  of  such  "partially 
dependent  variables"?  Drucker  tackles 
the  trade  issue,  explaining  that  trade 
has  changed  from  a  "complementary" 
form  of  commerce,  benefiting  all  parties, 
to  an  adversarial  relationship  that  in  the 


d 


extreme  can  become  a  fight  to  the  death. 
To  prevent  some  nations  from  wiping 
out  entire  industries  in  others,  Drucker 
recommends  the  kind  of  regional  inte- 
gration we  are  seeing  in  the  EC  and  be- 
tween the  U.  S.  and  Canada.  But  he  may 
be  optimistic  about  how  trading  blocs 
and  power-sharing  will  work. 


The  unifying  thread  in  DrucT 
wide-ranging  observations  is  the  arvr 
of  the  information  age.  In  fact,  then 
flow  of  information  is  precisely  whanf 
created  the  network  of  far-flung  gbj 
relationships  that  he  examines.  Inu 
"knowledge-based  society,"  inform  ic 
is  the  key  resource  and  building  x- 


you'd  think  that  you  had  nothing  better  to  do  ^^ft 


No  matter  how  fast  a  high-performance  facsimile  transmits, 
it  doesn't  matter  if  you  have  to  wait  for  it  to  perform.  Waiting  for  an 
incoming  fax  to  print.  Waiting  for  the  line  to  clear.  Waiting  while 
yi>:ir  document  is  scanning. 

vi'iiting.  Waiting.  Waiting. 

Hur  with  a  Canon  FAX-705,  you  don't  have  to  wait  at  all.  Because 
';he  KAX-705  works  as  hard  as  you  do.  With  performance  features 


that  let  you  do  the  work  of  several  facsimiles  at  once. 

While  someone  else  is  receiving  a  fax,  you  can  be  sending o' 
Or  while  you're  storing  or  receiving  documents  in  memory,  yc-f 
also  record,  print  or  make  copies  of  other  documents. 

You  no  longer  need  to  wait  for  the  fax  to  transmit  your  origils 
before  removing  them,  either.  With  InstaScan,  your  documen  ai 
read  and  stored  in  memory  in  just  4  seconds* 
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MADE  IN  AMERICA 

By  Dertouzos,  R.  Lester,  and  R.  Solow 
MIT  Press  •  344  pp  •  $17.95 


ivery  type  of  organization.  Within  a 
le  of  decades,  Drucker  predicts,  the 
3  of  the  industrialized  nations'  work 
'  engaged  in  manufacturing  will  be 
lore  than  5%  to  10%.  "Knowledge 
ers"  will  take  their  place,  the  ranks 
iddle  managers  will  thin,  and  work- 
iill  be  more  mobile.  That  will  pres- 
lew  challenges  to  every  business, 
ker  thinks  executives  must  learn  to 
.ge  large  numbers  of  specialized 
ers  much  the  way  a  conductor  leads 
•chestra. 

Tietimes  the  big  changes  Drucker 
ipates — as  in  the  labor  force — 
1  a  little  too  easy.  Indeed,  he  gives 
shrift  to  the  upheavals  that  are 
i  to  accompany  the  ascendance  of 
iformation-based  world  economy, 
readers  familiar  with  his  style  will 
nize  the  broad  brush  strokes  that 
;imes  color  or  obscure  precise  his- 
1  detail. 

;  if  readers  are  occasionally  frus- 
l  when  Drucker  backs  off  from  the 
?te,  they  should  remember  his  stat- 
rpose:  asking  the  important  ques- 
rather  than  providing  all  the  an- 
.  In  that  respect,  he  has  succeeded, 
this  book,  and  let  your  mind  wan- 
ward  some  answers  of  its  own. 

BY  KAREN  PENNAR 
Pennar  is  BW's  Economics  Editor. 


Senior  executives  trying  to  explain 
away  their  dismal  record  in  man- 
aging America's  industrial  empire 
won't  find  any  help  in  Made  in  Ameri- 
ca. Two  years  in  the  making  by  a  panel 
of  prestigious  economists,  scientists,  en- 
gineers, and  management  gurus  at  Mas- 
sachusetts Institute  of  Technology,  the 
book  debunks  the  usual  alibis  invoked  to 
rationalize  the  decline  of  U.  S.  manufac- 
turing. These  include  unfair  foreign 
competition  and  federal  meddling.  In- 
stead, the  finger  of  indictment  points  un- 
waveringly at  the  corner  office. 

Mincing  no  words,  the  MIT  Commission 
on  Industrial  Productivity  charges  that 
management  is  far  too  preoccupied  with 
short-term  results,  bogged  down  by  out- 
dated strategies,  wedded  to  parochial 
technologies  based  on  yesteryear's  mass 
production,  bedazzled  by  financial  chica- 
nery, and  profligate  with  its  most  pre- 
cious resource:  people.  Unless  manage- 
ment recognizes  its  shortcomings  and 
acts  promptly  to  boost  productivity,  the 
study  warns,  the  fiasco  that  happened  a 


decade  ago  in  consumer  electronics 
could  be  replayed  a  decade  hence  in  oth- 
er industries.  The  stakes  are  nothing 
less  than  America's  future  wealth  and 
political  power. 

Focusing  on  eight  industries,  each  of 
which  gets  a  chapter  in  the  book,  the  MIT 
researchers  visited  more  than  200  com- 
panies in  the  U.  S.,  Japan,  and  Europe. 
They  found  a  persistent  pattern  of  U.  S. 
management  failures  cutting  across  all 
industries:  "American  companies  are  no 
longer  perceived  as  world  leaders,  even 
by  American  consumers."  Fixing  that 
will  take  "wrenching  changes  at  all  lev- 
els of  organization,"  the  panel  states. 

There's  little  in  this  book  that  will  be 
new  to  followers  of  the  competitiveness 
issue.  Among  the  "imperative"  changes 
prescribed  is  a  reorientation  of  business- 
school  curriculums — deemphasizing 
short-term  profits  in  favor  of  long-term 
innovation  and  productivity — so  that  to- 
morrow's managers  will  understand 
manufacturing.  Still,  the  insights  are 
presented  in  a  "bottom-up"  approach 
that  eschews  arcane  economic  theories. 
Should  U.  S.  shareholders  ever  decide  to 
form  a  political  action  committee  to  re- 
store the  American  dream — a  better, 
richer  life  for  their  children — Made  in 
America  would  be  a  good  handbook. 

BY  OTIS  PORT 
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\  '05  can  reproduce  images  with  such  clarity  and  detail  you 

trouble  telling  the  fax  from  the  original.       ■  i^J^^" 
i  'ur  high-performance  fax  doesn't  really  ^Jbb^jI 
t',  Performance  you  need,  see  the  FAX- 705  at  ' 
Al  -orized  Canon  Facsimile  Dealer.  Or  call  1-800-OK-CANON. 
1]  ait  around  any  longer?  •Standard  mode. 


\  Canon 

COMMUNKATIIIG  QUALITY 


£"iOy  easy  eaterxled  payments 
with  the  Carton  Credit  Card  Ask  tof  details 
at  padopaiing  Carxyn  dealers  and  retailers 
Avaiiat)4eonlyinUS    C '989  Canon  US*  itk 


BUSINESS  WEEK/JUNE  26,  198917 


THAT'S 
WHO! 


1= 


conomic  ViewDoint 


bud 


WHY  IS  THE 
FED  STILL 
TRYIHG  TO  KILL 
THE  EXPAHSIOH? 

BY  PAUL  CRAIG  ROBERTS 


The  money  supply  is  growing 
slowly,  the  dollar  is  up,  gold 
is  down,  and  commodities 
are  off  their  peak. 
But  the  Fed  sees  inflation 
around  every  comer — and 
persists  in  its  drive 
to  smother  the  economy 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  E  SIMON  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


There's  little  doubt  that  the  Federal 
Reserve  Board  has  again  been 
making  mistakes  with  monetary 
policy.  The  question  is  whether  its  mis- 
takes are  fatal. 

It's  a  mistake  for  a  central  bank  to 
resort  to  negative  money  growth  in  or- 
der to  maintain  high  interest  rates  in  the 
face  of  falling  credit  demand  and  a  re- 
duction in  inflationary  pressures.  None 
of  the  Fed's  guides  for  monetary  policy 
supports  tightness  or  the  predictions  of 
inflation.  Money-supply  growth  rates  are 
extremely  low,  the  dollar  is  up,  gold  is 
down,  commodities  are  off  their  peak, 
and  the  yield  curve  is  inverted,  with  the 
overnight  interest  rate  charged  by  the 
Fed  far  above  the  rate  on  30-year  Trea- 
sury bonds. 

Inflation  requires  excessive  money- 
supply  growth.  But  since  last  summer, 
all  measures  of  the  money  supply  show 
large  and  unmistakable  declines  in 
growth  rates.  As  measured  by  Ml,  the 
money  supply  has  actually  been  shrink- 
ing all  year.  If  investors  shared  the 
Fed's  inflationary  outlook,  the  dollar 
would  be  falling,  and  gold  and  long-term 
interest  rates  would  be  rising — the  oppo- 
site of  what's  happening. 
DOUBLE  WHAMMY?  The  U.  S.  Chamber  of 
Commerce,  no  friend  of  inflation,  be- 
lieves that  the  Fed  has  braked  too  hard. 
Since  monetary  policy  operates  with  a 
lag,  even  if  the  Fed  were  to  dramatically 
reduce  interest  rates,  there's  already 
enough  tightness  in  the  pipeline  to  make 
the  second  quarter  of  this  year  weaker 
than  the  first — itself  a  dramatic  slow- 
down from  the  last  quarter  of  1988. 

Normally,  the  Fed  follows  market  in- 
terest rates  up  during  booms  and  down 
in  recessions,  thus  accentuating,  rather 
than  counteracting,  the  business  cycle. 
This  time,  the  Fed  may  do  even  worse. 
Alarmed  by  the  expansion's  longevity,  it 
pushed  interest  rates  up,  but  despite 
three  successive  quarters  of  negative 
real  money-supply  growth,  the  Fed  has 
resisted  following  market  interest  rates 
down.  If  there  is  too  much  foot  drag- 
ging, the  Fed  will  hit  the  economy  with 
a  double  whammy,  as  it  did  in  1981-82. 

The  world  faces  the  possibility  of  re- 
cession because  too  many  policymakers 
are  operating  on  the  basis  of  the  defunct 
Keynesian  fiscal  theory  of  inflation.  Ac- 
cording to  this  view,  budget  deficits  are 
inflationary — an  article  of  faith  that  sur- 
vives despite  facts  to  the  contrary. 

It's  extraordinary  that  European  poli- 
cymakers persist  in  blaming  inflation  on 
the  U.  S.  budget  deficit  when  statistics 
from  the  Organization  for  Economic  Co- 
operation &  Development  show  that 
most  European  countries  have  a  larger 
deficit  in  proportion  to  gross  national 
product  than  the  U.  S.  The  main  excep- 


tion  is  Britain,  which  has  a 
plus.  Yet  it  has  the  highest  inflaticjli 
interest  rates  in  the  industri 
world — and  a  record  trade  deficit, 
BLIND  LUCK.  The  inconsistency 
facts  with  conventional  explanati' 
dicates  the  minuscule  role  facts 
the  understanding  and  conduct 
nomic  policy.  Today,  just  as  in  191 
Fed  and  policymakers  around  the 
are  unable  to  make  the  obvious  a 
tion  between  the  collapsing  sup] 
dollars  and  the  rising  price  or  exi 
value  of  the  dollar. 

It's  a  rare  occasion  when  the  F 
ceeds  in  fine-tuning  the  economy 
duce  a  "soft  landing."  The  odds  a|  i. 
attractive,  though  blind  luck  can 
More  often  the  Fed  misses  the  boa] 
pletely,  as  it  did  in  the  mid-1970s 
former  President  Gerald  R.  Fori 
classically  ill-timed  move,  announ 
"Whip  Inflation  Now"  progra 
handed  out  win  buttons  just  as  thejft, 
omy  tumbled  into  recession.  Ford 
economic  adviser  at  the  time  wasjUs 
Greenspan,  currently  Federal  R^r 
chairman. 

The  Reagan  expansion  has  be^ 
markable  not  only  in  its  length  bijaii 
in  the  absence  of  the  Phillips 
trade-offs  between  inflation  and  eiiiki 
ment  that  bedeviled  the  economy 
Keynesianism.  But  perhaps  theb' 
unique  characteristic  of  the  Reagi 
pansion  is  its  relative  independe 
Federal  Reserve  policy. 

Unlike  the  e.xpansions  of  the 
and  1970s,  this  one  has  not  been  lei 
Federal  Reserve  policy  of  easy 
and  low  interest  rates.  To  the  conlai' 
the  Fed  has  resisted  this  expans  i 
many  steps  along  the  way. 

Moreover,  the  Reagan  econom 
lacked  psychological  support  irorn 
Street,  the  media,  and  from  much  t 
government  itself.  This  expansio  ii- 
taken  place  despite  constant  outpoisn: 
of  doom  and  gloom,  whether  fronjii 
get  directors  and  Wall  Street  pidi 
predicting  massive  deficits  as  f 
the  eye  can  see  or  from  the  latest»e; 
seller  predicting  an  economic  cat;t) 
phe  tomorrow. 

A  negative  outlook  has  been  theoi 
since  the  early  days  of  the  Reag,  ■ 
covery.  As  far  back  as  January,  :9i 
The  Washington  Post  wondered, /I 
Reagan  thinks  "when  he  reads  theit( 
bulletin  (co-authored  '  by  his  adsc 
without  attribution)  announcing  th  i 
body  in  the  country  agrees  wit  t 
President's  economic  policies." 

Perhaps  the  Fed  has  finally  succQ 
in  stifling  the  economy's  expansic  ( 
the  other  hand,  an  economy  growii  f 
reasons  of  its  own  may  continue  ten 
trate  the  Fed's  efforts  to  slay  it.  j 
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ECONOMIC  VIl'R 


A  part  that  was  supposed  p 
;ost  $1.59  each  to  manufacture 
luddenly  cost  $1.5  million.  All 
)ecause  the  wrong  engineering 
Irawing  was  used  at  the  wrong 
ime.  And  where  was  the  right 
Irawing?  No  one  really  knows 
or  sure. 

Manufacturing  firms,  like 
11  businesses,  face  a  growing 
j  iroblem  today:  paper.  Paper  and 
Irawings  that  when  misfiled  or 
aisplaced  could  spell  disaster, 
'aper  and  drawings  that  when 
estroyed,  could  destroy  your 
usiness. 

1989,  .3M 


The  solution  is  a  computer- 
ized filing  and  distribution  system 
for  drawings  and  documents  from 
3M  Information  Systems  Group. 

3M  provides  systems  that  use 
computer  technology— very  likely 
the  computers  you  already  have 
in  place— to  speed  and  secure  the 
storage,  retrieval  and  distribution 
of  drawings  and  documents  with 
evidentiary  value.  For  many  firms, 
the  storage  media  may  be  aperture 
cards  or  microfilm.  With  certain 
applications,  a  digital  document 
management  system  integrated 
with  a  mainframe  database  may 


be  most  appropriate. 

Either  way,  the  system  you 
choose  will  work  with  the  tech- 
nology 3M  is  developing  for  the 
future.  We've  already  assembled 
packages  to  help  those  in  the  areas 
of  Accounts  Payable,  Engineering, 
Manufacturing,  Financial  Records, 
Hospital  Records  and  more. 

For  more  information  on  how 
to  protect  your  company  against 
costly  manufacturing  errors,  call 
3M  Information  Systems  at 
1-800-328-1684. 

Before  a  lost  drawing  makes 
your  business  a  lost  cause. 


Your  Oxford 
Sinnmit. 

For  three  days  this  September, 
world  business  and  academic  leaders 
will  meet  at  Oxford. 
You  should  be  among  them. 


The  occasion  is  the  sixth  annual  International  Business  Outlook  Conference 
sponsored  by  the  International  Herald  Tribune  and  Oxford  Analytica  Ltd.  The  subjea  is  the 
world.  In  three  days,  in  small  seminar  groups,  particip.ints  will  review  the  current  pohticiil, 
economic  and  soci'al  forces  shaping  the  global  business  climate. 

At  the  same  time,  the  Conference  offers  periods  of  quiet  refleaion  and  relaxation  with 
a  social  program  appropriate  to  its  distinguished  setting. 

The  closing  banquet,  at  Blenheim  Palace,  will  be  addi-essed  by  a  leading 
international  figure. 

We  hope  you  can  join  us  in  Oxford  in  September. 


The  global  newspaper 

CKFORD 
ANALYTICA 

A  spccalizfd  consulting  firm  which  draws  its  projea 
teams  from  more  than  500  senior  faculty  members 
at  Oxford  and  otha  leading  universities. 


:onomic  Trends 


;ne  koretz 


MTAL  SPEHDING 
T  GROWING 
ERE  IT  COUNTS 


the  surface,  capital  spending  is 
■on  a  roll  again,  promising  to  bol- 
r  ster  American  industry's  com- 
'eness  and  provide  it  with  the  ca- 

to  expand  its  position  in  fast- 
ng  world  markets.  According  to 
test  Commerce  Dept.  survey,  U.  S. 
;sses  plan  a  6.5%  rise  in  real  invest- 
outlays  this  year  on  top  of  last 

sharp  10.1%  surge  (page  55). 

the  critical  manufacturing  sector, 
er,  the  prospects  are  less  promis- 


IDUSTRIAL  CAPACITY: 
ILMOST  NO  GROWTH 


MANUFAGURING  SEGOR: 

□  TOTAL  CAPITAL  STOCK 

□  PLANT  AND  HEAVY  MACHINERY 


a 

■84       85      '86  87 
I  AVERAGE  GROWTH  1950-82=3.7%  | 


T CHANGE 

ATA:  COMMERCE  DEPT.,  MORGAN  STANLEY  &  CO.  ESTIMAIES 


it  only  are  its  investment  expendi- 
irojected  to  rise  only  3.6%  in  real 
this  year,  compared  with  12.8%- 
ar,  but  durable-goods  makers  re- 
cut  their  planned  increase  to  an 
1.4%.  And  as  economist  Stephen 
:h  of  Morgan  Stanley  &  Co.  ob- 
such  a  slowdown  "implies  virtu- 
net  grow^th  in  the  nation's  indus- 
pacity." 

lagging  pace  of  U.  S.  industrial 
formation,  of  course,  is  hardly  a 
velopment.  In  the  early  years  of 
ade,  when  industry  went  through 
ive  restructuring,  many  compa- 
used  on  closing  old  and  obsolete 
and  modernizing  existing  ones, 
esult,  although  capital  spending 
f  in  the  first  years  of  the  expan- 
le  manufacturing  capital  stock 

less  than  a  1%  annual  rate,  com- 
•ith  3.7%  in  the  1950-82  period. 
;  capital  spending  reaccelerated 

last  year,  however,  economists 
hat  the  surge  reflected  a  willing- 

a  leaner  factory  sector  to  shift 


more  of  its  outlays  toward  capacity  ex- 
pansion. But,  as  Roach  points  out,  recent 
Commerce  Dept.  statistics  indicate  that 
industry  still  allocated  96%  of  its  invest- 
ment outlays  for  replacement  spending, 
leaving  only  4%  for  capacity  growrth.  The 
upshot  is  that  the  factory  sector's  capital 
stock  rose  only  0.9%-  last  year.  More  im- 
portant, says  Roach,  "the  core  compo- 
nent of  the  manufacturing  capital 
stock — the  heavy  machinery  and  indus- 
trial plants  that  account  for  over  82%  of 
total  industrial  capacity — edged  up  only 
0.3%  after  declining  slightly  in  the  previ- 
ous two  years"  (chart). 

None  of  this  bodes  well  for  the  U.  S. 
economy  in  the  decade  ahead.  Having 
streamlined  their  operations,  American 
manufacturers  still  seem  slow  to  expand 
capacity — a  reluctance  Roach  attributes 
to  such  factors  as  the  high  cost  of  capi- 
tal, the  uncertainties  created  by  volatile 
foreign-exchange  markets,  and  the  loss 
of  investment  incentives  under  tax  re- 
form. In  the  short  run,  he  says,  the 
shortfall  in  capacity  expansion  has  a 
bright  side,  in  that  it  suggests  that  capi- 
tal spending  will  remain  relatively 
strong  during  the  next  recession,  limit- 
ing the  size  of  the  downturn. 

In  the  long  run,  however,  the  stag- 
nant pace  of  industrial  capital  formation 
threatens 'to  retard  the  nation's  econom- 
ic progress  and  lead  to  a  loss  of  world 
market  share  for  U.  S.  industry.  "Unless 
Smokestack  America  starts  investing  for 
the  future,"  says  Roach,  "that  future 
will  be  one  of  lagging  productivity  gains, 
chronic  inflationary  pressures,  and  fall- 
ing living  standards." 


GASOLINE  PRICE  HIKES 

ARE  CURBING 

THE  URGE  TO  SPLURGE 


Sharply  higher  gasoline  and  oil 
prices  spell  inflation,  but  they're 
also  partly  responsible  for  the  re- 
cent slowdown  in  consumer  spending 
and  economic  growth,  notes  economist 
Maury  Harris  of  PaineWebber  Inc. 
"That's  because  the  higher  tabs  are 
analogous  to  a  government-imposed  ex- 
cise tax,  though  in  this  case  the  reve- 
nues are  collected  by  OPEC  and  other 
foreign  producers,"  he  says. 

Just  how  heavy  an  impact  can  the  gas 
and  oil  price  hikes  exert  if  they're  sus- 
tained over  the  rest  of  the  year?  Harris 
figures  that  gasoline  and  oil  accounted 
for  about  2.25%  of  personal  consumption 
expenditures  last  year,  and  he  calculates 
that  a  one-third  rise  in  the  price  of  for- 
eign oil  from  $14.19  a  barrel  last  year 
would  soak  up  about  0.6%'  of  total  per- 
sonal consumption  and  disposable  in- 


come in  1989.  "Most  of  that  would  sub- 
tract from  other  consumer  spending,"  he 
says,  noting  that  gasoline  sales  alone 
accounted  for  39%  of  the  $1.9  billion  rise 
in  retail  sales  through  May  of  this  year. 


INELATION:  IS  GOOD 
NEWS  COMING 
DOWN  THE  PIKE? 


Although  the  May  producer  price 
index  jumped  at  an  11%>  annual 
rate,  inflationary  pressures  may 
actually  be  about  to  ease.  That's  the  im- 
plication of  the  latest  move  of  the  lead- 
ing inflation  index  devised  by  the  Center 
for  International  Business  Cycle  Re- 
search at  Columbia  University.  The 
CIBCR  reports  that  its  monthly  index, 
which  tends  to  lead  consumer  price 
trends  by  five  or  six  months,  "dropped 
sharply"  by  more  than  two  points,  to 
111.3,  in  May. 

The  drop  was  caused  by  easing  indus- 
trial materials  prices  and  by  declines  in 
the  percentages  of  purchasing  agents  re- 
porting higher  prices  and  slower  deliver- 
ies by  vendors,  both  of  which  posted 
their  weakest  readings  in  several  years. 
Meanwhile,  another  inflation  indicator, 
the  price  of  gold,  recently  touched  its 
lowest  level  in  nearly  three  years. 


WHAT  SHIFTING  TRADE 
WINDS  MEAN  FOR  THE 
U.S.  AND  ITS  RIVALS 


It's  a  puzzlement.  While  the  U.  S. 
trade  deficit  shrank  appreciably  in 
the  first  quarter  as  imports  slowed 
and  exports  accelerated,  the  trade  sur- 
pluses of  both  Japan  and  West  Germany 
are  continuing  to  rise.  Behind  this  appar- 
ent inconsistency,  says  economist  Robert 
Alan  Feldman  of  Salomon  Brothers  Inc., 
lie  "shifting  trade  patterns  that  will  con- 
tinue for  some  time." 

Specifically,  Feldman  notes  that  aside 
from  Japan,  the  U.  S.  is  reducing  its  def- 
icit with  most  of  its  trading  partners, 
particularly  Europe.  Meanwhile,  Japan 
boasts  growing  surpluses  against  both 
the  U.  S.  and  Asia's  newly  industrialized 
countries,  while  holding  its  own  against 
Europe.  And  West  Germany's  surplus 
vs.  the  rest  of  Europe  has  been  soaring. 

A  major  factor  behind  these  trends, 
says  Feldman,  is  the  global  capital 
spending  boom.  It  is  boosting  U.  S.  ex- 
ports as  slowing  domestic  consumption 
limits  imports.  And  it  particularly  bene- 
fits Japan  and  Germany,  whose  high- 
quality  capital  goods  are  in  demand  even 
when  their  currencies  appreciate.  m 
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SIEMENS 


We  make  it  work. 
We  make  it  liere. 


A  leader. .  .nationwide. 

In  our  47  manufacturing  and  assem- 
bly locations  coast  to  coast,  over 
10,000  Siemens  employees  are  pro- 
ducing advanced  electrical  and 
electronic  equipment  for  markets 
worldwide.  In  fact,  Siemens  is  fast 
becoming  known  as  one  of  Amer- 
ica's leading  manufacturers  with 
more  than  28,000  employees  and 
U.S.  sales  of  more  than  $3  billion. 

Increased  U.S.  manufacturing. 

Achieving  a  top  spot  in  the  U.S. 
marketplace  is  the  direct  result  of 


producing  more  and  more  high 
quality  products  right  here.  Just  ask 
the  engineers,  business  people, 
technicians  and  doctors  who  use 
them  everyday  Or,  our  overseas 
customers  who  generate  15%  of  our 


sales  through  exports  from  the  U.9 

Worldwide  quality  and  reliabilitvl 

Across  the  country  and  around  thj 
world  the  name  Siemens  means 
quality  and  reliability.  Through 
advanced  products  that  help  peofl 
to  communicate,  store  information! 
work  faster  and  smarter,  utilize 
power  automate  factories,  save  li\J 
and  drive  safer  cars  and  trucks. 

Discover  more  about  what  Siemer| 
can  offer  you.  Write  for  "Siemens 
Report  89,"  Box  8003  M-2, 
Trenton,  NJ  08650. 


Telecommunications  •  Medical  Systems  •  Automotive  Electronics  •  Energy  •  Graphic  Systems  •  Electronic  Componer, 
Automation  •  Lighting  Systems  •  Information  Systems  •  Power  Generation 


You  can  follow  it  page  by  page  in  Big  Blue  and  You — an 
exclusive  report  on  IBM's  product  strategy  for  1989  and 
beyond,  available  o^/y  througti  The  BusinessWeek 
Nev\/sletterfor  Information  Executives. 
Here's  an  indispensable  w/orking  tool,  a  guide  you'll  refer  to  time  and 
again  when  planning  your  own  corporate  strategies.  The  report 
contains  stunning  insights  from  two  passionate  IBM  watchers — Hesh 
Wiener  and  Sharon  Brady  publisher  and  editor  of  Technology  News  of 
America.  Their  expertise  will  help  you  deal  with  IBM  and  its  competitors 
now  and  in  the  future.  For  example,  did  you  know  there  is  more  raw 
computing  power  on  the  desk  tops  of  U.S.  corporations  than  there  is  in 
the  computer  room? 

This  64-page  special  report  gives  you  a  product-by-product 
assessment  of  where  IBM  stands  today... and  where  it's  going 
tomorrow  What's  in  the  planning  stage,  what's  coming  to  market,  how 
products  have  developed  — information  you  can  use. 

And  it's  available  for  a  limited  time  through  The  BusinessWeek 
Newsletter  for  Information  Executives  for  just  $299.  Remember,  you 
won't  find  it  anywhere  else — at  any  cost.  Take  the  lead.  Order  Big 
Blue  and  You  today  To  order,  and  for  information  on  subscribing  to 
The  BusinessWeek  Newsletter  for  Information  Executives,  call 
800-445-9786  or  (212)  512-2184. 

The  BusinessWeek  Newsletter  for  Information  Executives 
1221  Avenue  of  the  Americas,  36th  Fl. 
New  York,  NY  10020 
Att:  Circulation  Dept. 


Do  you  know  where 
IBM  is  headed? 


SPECIAL  ADVERTISING  SECTION 

  FAMILY   

OWNED 
BUSINESS 

I  

.i^!^illions  of  Americans  believe  that  in  order  to  achieve  the 
American  dream  they  must  work  for  themselves.  The  desire 
to  "be  one's  own  boss"  is  becoming  overwhelmingly  prevalent  and  starting 
their  own  businesses  seems  the  most  sound  way  to  realize  their  gOcJ. 

While  Americans  have  been  successfully  running 
family-owned  businesses  for  generations,  those  just  starting 
out  must  keep  in  mind  that  many  family-run  businesses  tend  to  be 
short-lived.  Of  the  6.4  million  family-run  businesses  in  the  United  States, 
70%  do  not  survive  past  the  original  founder  This  rate  should  not 
discourage  those  interested  in  starting  out  on  their  own,  but  urge  them  to 
seek  expert  advice  prior  to  investment. 

Do  I  have  the  expertise  to  open  my  own  business?  Do  I  have 
access  to  sufficient  capital?  Can  I  commit  myself  to  the  time 
demands  required?  Will  I  be  able  to  find  people  with  the  skills  my  business 
needs?  Have  I  consulted  with  the  experts?  These  are  only  a  few  of  the 
questions  that  need  to  be  einswered  before  embarking  on  the  American 
dream. 

America's  most  successful  cind  well-known  family  business 
founders  not  only  had  a  unique  and  inventive  idea  but  also 
had  an  undying  will  to  persevere.  Examples  of  this  hard-headed  persistence 
are  Joyce  Hall,  a  Nebraska  farm  boy  who  sold  cards  which  he  stored  below 
his  bed  at  a  YMCA  cind  built  the  Hallmark  we  know  today;  J.W  Marriott, 
who  opened  a  nine-seat  root  beer  stand  on  a  sweltering  day  in  the  nation's 
capital  created  the  extremely  successful  Marriott  conglomerate;  and  a 
Baltimore  pharmacist  who  decided  to  market  his  skin  cream  because  a 
patient  claimed  it  cured  his  eczema— his  dream  lives  on  today  with  his 
grandson  heading  the  prosperous  Noxell  Corporation.  These  and  other 
large  successful  corporations  of  today  were  once  the  small  companies  of 
yesterday.  Although  their  annual  sales  range  from  a  few  hundred  million  to 
billions  of  dollars,  they  have  remained  committed  to  the  business  tenets  on 
which  they  were  founded. 

Over  the  next  several  pages  we  wall  present  the  success 
stories  of  several  American  family-run  businesses.  These 
first-hand  profiles  of  thriving  fcimily  businesses  will  outline  what  it  takes  to 
make  it  in  America.  Their  stories  will  not  only  provide  the  guidelines  for 
implementing  profitable  strategies,  but  wdll  enable  all  who  read  them  to 
share  in  the  fulfillment  of  the  drecim.  ♦ 
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lime  Management:  the  fabric 
of  any  good  business. 


Diane  Von  Furstenberg 


colors.  Keeping  me,  and  my  busi- 
ness, one  step  ahead. 
While  travel- 
ing between 
my 


t  fashion  world 
iog-eat-dog 
i're  either 
the  cut- 
y  edge, 
you're 

^  i 


offices  in 
Paris  and  New 
York,  my 
Dictaphone  equip- 
ment lets  me  phone  in 
any  hour  of  the  day 
or  night  and  leave  a 
message  for  my 
entire  staffj  or  dictate  a 
letter  to  my  secretary 
from  my  car  phone.  Or  even 
from  a  plane  at  36,000  feet.  I  can 
also  check  the  system  for  messages  left  for 
of  business  others,  and  respond  to  them  all  with 

It's  that  simple         phone  call.  So  I'm  never  out  of  touch, 
in  industr^  as  fast-paced  as  this,  I've  *       "^^^^^  where  my  travels  may  take  me. 


i  :hoice  but  to  manage  my  time  ef- 
t  ively  as  possible. 

'ver  beat  around  the  bush.  I  focus 
r|  energies  and  never  stop  pushing. 

always  look  for  certain  time- 

ng  tools  to  help  me. 

It's  where  Dictaphone  comes  in 

Vhen  inspiration  hits,  I'm 

ays  ready.  I  carry  my 

taphone  portable  to  record 
]i  :k  ideas  about  styles  and 


To  me,  time  management  has  always 
been  the  fabric  of  any  good  business. 

And  to  help  manage  time  more  effec- 
tively. Dictaphone  will  always  be  in  fashion. 
Dictaphone.  Time  Management. 

^Call  1-800-433-08  80 

for  more  information.  Or  mail  to:  Dictaphone 
Corporation,  3191  Broadbridge  Avenue 
Stratford,  CT  06497-2559 

Name  Title  

Company . 

Address  

Citv  


State 


a  trademark  of  Dictaphone  Corporation.  Stratford,  CT  ©  1989  Dictaphone  Corp. 
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Turning  Bums  into  Gold 

Ten  years  before  the  turn  of  the 
century,  the  Brooklyn  Dodgers 
joined  the  National  League,  where  they  have  resided 
for  100  years.  In  1941,  38-year-old  New  York 
lawyer,  Walter  O'Malley,  replaced  Wendell  Wilkie  as 
the  club's  attorney.  And  since  1950,  when  he 
purchased  a  controlling  interest  in  one  of  baseball's 
legendary  franchises,  either  he  or  his  son,  Peter,  has 
run  the  Dodgers. 

Late  in  May,  1957,  the  National  League  owners 
voted  to  allow  the  Dodgers  and  New  York  Giants  to 
relocate  to  Los  Angeles  and  San  Francisco, 
respectively,  where  they  opened  the  1958  season. 
Thousands  of  Brooklyn  Dodgers  fans  still  have  not 
forgiven  the  late  elder  O'Malley  and  the  league  for 
sanctioning  the  move.  However,  regularly  drawing 
more  than  three  million  fans  a  season  in  their  81 
games  at  Dodger  Stadium,  the  "Bums  from  old 
Ebbets  Field"  have  proven  that  the  CMalleys  struck 
gold  in  California. 

Peter  O'Malley,  51,  has  headed  this  family 
business  since  1970.  After  graduating  from  the 


University  of  Pennsylvania's  Wharton  Schoo  j:  " 
1960,  young  O'Malley  decided  to  go  to  work  foS 
father.  At  first,  he  had  nothing  to  do  with  run:  «^^™ 
the  team  during  the  regular  season.  Following  a ; 
with  their  spring  training  operations  at  Vero  Be 
Florida,  where  the  team  still  trains,  the  yo  ^^'''^ 
executive  became  president  and  general  manag<  i" 
the  Dodgers'  highest-level,  Triple  A  farm  tear  ■ncl'fiii 
Spokane.  "It  was  a  great  training  ground,"  obse  ^pconr 
the  chief  executive.  "I  got  baptized  quickly  int  "fdWi 
aspects  of  running  a  ball  club— unions,  stac  silil^c 
operations,  radio,  television,  season  tickets  iijouc. 
selling  popcorn  and  hot  dogs."  He  adds,  smijpBrool 
"One  thing  no  one  can  accuse  Dad  of  doing  In  195: 
placing  his  son  with  a  good  ball  club.  We  hadpcludii 
poorest  record  in  the  entire  Dodger  system."    jiiieii  bv 

Two  years  later,  Peter  O'Malley  joined  his  fafm  Pete 
in  Los  Angeles  as  vice-president  for  stad  t 
operations.  "Of  course,  since  I  am  president  nc, 
pay  close  attention  to  all  aspects  of  our  club,  butr 
of  the  most  crucial  is  still  stadium  operations,  i 
word,  if  fans  aren't  happy  at  the  game,  they  vr 
keep  coming  back." 

Peter  O'Malley  learned  well  and  he  andn 


1959  LOS  ANGELES  DODGERS 


TOP  ROW  FROM  LEFT:  Don  Drysdale,  Johnny  Podres,  Roger  Craig,  Charlie  Neal,  Carl  FuriUo.  SECOND  ROW:  Bill  B 
Johnny  Klippstein,  Don  Zimmer,  Ron  Fairly,  Rip  Repulski,  Joe  Pignatano,  John  Roseboro,  Harold  Wendler.  THIRD 
L'on  Demeter,  Duke  Snider,  Clem  Labine,  Art  Fbwler,  Gil  Hodges,  Stan  Williams,  Sandy  Koufax,  Wally  Moon,  Jim  Gil 
FG  J  RTH  ROW:  Danny  McDevitt,  Norm  Larker,  PeeWee  Reese,  Joe  Burke,  Walt  Alston,  Chuck  Churn,  Maury  Wills 
FRO  NT  ROW:  Red  Tesh,  Doug  Anderson. 
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lagues  adhere  to  the  old  adage,  "Give  customers 

they  want."  Of  course,  good  teams  attract  fans 
southern  Cahfornia's  weather  doesn't  hurt.  But 
Dodgers,  with  their  modest  ticket  price 
ture  and  rehgious  attention  to  detail,  not  only 

those  three  million  yearly  patrons  to  a  56,000- 
:ity  stadium,  but  27,000  seats  are  sold  to 

n-ticket  holders.  'Tes,  we're  proud  that  so  many 
<eep  coming  back,  but  we've  never  taken  them 

anted.  We  pay  close  attention  to  what  they  like 
lon't  like  and  no  detail  is  too  small.  As  in  any 

ess,  you  can  never  stop  satisfying  the  customer." 

he  Brooklyn  Dodgers  won  only  one  world 

,  in  1955;  in  Los  Angeles,  they've  captured 
including  last  year's  dramatic  crown, 

ghted  by  Kirk  Gibson's  made-in-HoUywood 
run.  Peter  O'Malley  thinks  that  much  of  their 

ss  can  be  attributed  to  being  a  family-run 
i  ess.  "I  know  it  sounds  self-serving,  but  I'm 

the  only  owner  in  baseball  who  is  on  the  job 
iy,  everyday.  The  Dodgers  are  my  business,  my 

msiness.  They've  been  my  life  for  a  long,  long 

1  spend  all  day  and  most  of  the  night  right  here 
j  iger  Stadium." 

tmmy  Lasorda,  the  famous  and  colorful 
tj  ir  manager,  who  is  in  his  1  3th  year  at  the  helm 
1,  is  40th  in  the  Dodger  organization,  proudly 
I  ims  to  the  world  that  he  bleeds  Dodger  blue. 
I  can  I  say?  I  really  mean  it  when  I  say  I  love 
I  rganization  and  wouldn't  dream  of  being 
1  ere  else.  It's  like  one  big  happy  family,  and 
\\  eter  heading  it,  I'm  sure  it  will  stay  that  way." 

I ike  Williams,  a  former  star  college  baseball 
heads  the  Dodger  publicity  department.  "As 
re  you've  observed.  Tommy  is  exactly  what 
ne  expects  him  to  be.  He  truly  loves  the 
d'  rs.  One  thing  I  really  admire  about  him  is,  if  I 
m  to  appear  anywhere  for  a  good  cause,  kids, 

Iidicapped  or  elderly,  hell  do  it  for  nothing  on 
ent's  notice." 
)  team  in  baseball  has  as  many  alumni  players 
organization.  Major  league  coaches  Joe 
g,  on,  Manny  Mota,  Ron  Perranoski  and  Bill 
55   were  long-time  Dodger  stars.  Instructors  at 
1*  Is  of  the  organization  include  Tommy  Davis, 
t    Smith  and  Johnny  Podres.  Don  Drysdale, 
t  all-of-fame  pitcher,  is  an  announcer  and  Don 


Sutton,  another  former  star  hurler,  is  breaking  in  as 
a  broadcaster.  And  the  team's  greatest  hurler,  Sandy 
Koufax,  teaches  pitchers  the  craft  that,  arguably,  he 
performed  as  well  as  anyone  ever  has.  "I  really  have 
been  part  of  the  Dodger  family  for  years,  so  maybe 
I'm  not  the  most  objective  observer.  But  even  in  this 
very  competitive  business,  you're  treated  like  a 
member  of  the  family.  For  example,  on  some  clubs, 
if  a  team  does  poorly  for  a  year  or  two,  the  manager 
is  fired.  But  you  didn't  see  Peter  letting  Tommy  go 
after  a  couple  of  off  years.  Stability  counts  in  this 
organization." 

"I've  never  been  with  another  club,"  Orel 
Hershiser  begins,  "but  Walter  Alston  managed  for 
more  than  20  years  (23).  What  did  they  do  after 
Tommy  had  a  losing  season?  They  signed  him  to  a 
new,  three-year  contract.  I  think  that  tells  you 
something  about  the  Dodgers  when  it  comes  to 
promoting  stability  and  rewarding  loyalty."  ♦ 

Staying  Right  on  the  Button 

In  1885,  James  Shakespeare 
McKee,  exploiting  the  unique 
quality  of  mussels  in  the  Mississippi  River  at 
Muscatine,  Iowa,  started  what  became  the  world's 
largest  manufacturer  of  pearl  buttons.  At  one  time, 
65  button  companies  were  located  there.  Only  a 
handful  remain.  According  to  the  founder's 
grandson,  Theodore  F.  McKee,  who  heads  the  family 
business,  "We  really  don't  have  to  be  here,  because 
everything  is  now  made  out  of  synthetics.  However, 
this  is  home,  and  we  have  no  intention  of  moving." 
Although  it  has  been  modified  and  expanded  to 
30,000  square  feet,  the  McKee  Button  Company's 
headquarters  stands  a  stone's  throw  from  the 
Mississippi  just  as  it  did  when  it  was  built  in  1907. 

Ted  McKee  joined  the  firm  in  1953.  At  the  time, 
annual  sales  approached  $900,000.  Today,  revenues 
are  just  under  $5  million,  with  profits  around 
$500,000.  Buttons  remain  the  genuine  pearl  in 
McKee's  business,  accounting  for  85  percent  of 
sales.  The  output  is  staggering.  They  turn  out 
100,000  gross  each  week,  with  an  average  of  144 
buttons  per  gross;  which  comes  to  nearly  750 
million  buttons  a  year 
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Buttons  on  the  assembly  line.  Buttons  made  out  of 
mussel  shells  from  the  Mississippi  River. 


The  fully  integrated  firm,  which  is  one  of  the 
three  primary  suppliers  of  buttons  for  men's  high- 
quality  shirts,  sells  to  every  well-known  company, 
including  Van  Heusen,  Hathaway,  Cluett-Peabody 
and  Brooks  Brothers. 

Ted  McKee  is  not  planning  to  retire  soon,  but  he 
spent  last  winter  in  Florida,  returning  only  three 
times.  "Of  course,  I  was  on  the  phone  a  lot,"  he  says 
with  a  chuckle.  "Actually,  I  felt  very  much  at  ease, 
because  I  left  the  business  in  good  hands." 

Those  hands  refer  to  his  children,  all  of  whom 
are  in  the  business.  Thirty-five-year  old  John  (Jay) 
explains,  "I  knew  I  wouldn't  start  here  right  after 
college.  Dad  had  a  rule  against  that.  He  insists  that 
we  get  training  elsewhere."  Jay  worked  in  financial 
affairs  at  a  local  bank  and  pays  most  attention  to 
administration  and  finance  at  his  family  firm.  "It's 
been  a  smooth  transition  here.  Dad  wanted  me  to 
I  ome  and  I  had  no  problem  doing  so." 

janes  McKee,  34,  came  aboard  1  1  years  ago 
after  a  stint  selling  cars  in  Muscatine.  At  McKee,  he 
oversees  production,  scheduling  and  quality 


control.  "I  wasn't  sure  Jim  would  join,  but  I  kn<v 
was  going  to  ask  him,"  states  Ted  McKee. 

Madeline  McKee  Eagle,  who  is  29,  n 
expected  to  enter  the  business.  "We  opened  a  n 
store  here  at  the  company,  and  I  went  to  work  t 
I  liked  it,  but  we  soon  realized  that  we  had  ma^j 
mistake.  There  just  wasn't  any  walk-in  tra: 
McKee  was  able  not  only  to  admit  that  they 
made  a  bad  decision,  but  equally  important,  ui 
quickly  got  out  and  cut  their  losses.  Unfortuna^ 
many  family  businesses  from  giant  corporation 
small  stores,  are  not  willing  to  admit  errors  f 
change  directions.  Today,  Madeline  is  a  bookketk 
at  McKee  Button  Company.  | 

In  addition,  Mark,  28,  is  a  supervisor  inl 
molding  operation,  and  Margo  McKee  Hamsher,S 
part-time  sales  representative  in  Tulsa  for  the  faij 
firm.  ji 

One  wonders  why  a  major  shirt  compt 
doesn't  stop  buying  tons  of  buttons  from  McKee  ji 
start  making  their  own.  "It  just  wouldn't  be  wonii 
to  them,"  says  Ted  McKee.  "We  have  been  at  it  fo; 
long  and  have  such  a  good  track  record  for  qur 
and  reliability." 

Perhaps  next  winter  Ted  McKee  will  gc! 
Florida  for  an  even  longer  time.  He  knows  i 
somebody,  namely  his  own  children,  the  foil 
generation,  is  minding  the  store,  and  it  looks 
they  plan  on  staying  around  for  a  long  time."  ♦ 


You  Can  Go  Home  Ago 

Last  summer,  Alice  L.  Wal 
founded  an  investment  bank,  LI 
Company,  and  Llama  Asset  Management  Comf 
in  Fayetteville,  Arkansas,  a  prosperous  univei 
community  in  the  state's  scenic,  northwest 
Ozark  region.  "I  grew  up  not  far  from  here,  and  ( 
though  this  part  of  the  state  is  doing  \ 
economically,  most  of  the  state  isn't.  I  wante< 
come  home  to  help." 

Walton,  39,  raised  $26  million  to  help  imp 
the  plight  not  only  in  her  native  state 
throughout  the  Mid-South,  Southwest  and  pan 
the  Mid-West.  Yes,  she  had  the  benefit  of  being 
only  daughter  of  Sam  Walton,  founder  of  Wal-Ij 
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\chieve  Personal 
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With  the  one  and  only  Canon  FAXPHONE!''  It  offers 
outstanding  functional  excellence  in  personal  fax. 

And  no  wonder  Canon,  maker  of  America's  #1  Personal 
Copiers,  has  designed  personal  facsimile  especially  for  the 
needs  of  small  business.  And  to  make  sure  your  needs  are 
answered  perfectly  Canon  FAXPHONEs  are  available  in  a 
choice  of  models.  From  the  most  basic.  To  the  one  that's  a 
whole  business  communications  center 

We've  also  just  introduced  a  brand  new  model,  the 
FAXPHONE 15,  which  adds  advanced  business  phone  features 
to  basic  fax. 

Every  one  of  these  FAXPHONEs  is  simple,  reliable  — 


even  enjoyable  —  to  use.  And  can  help 
enhance  your  productivity  to  the  maximum. 


■'■le  see  the  Canon 
.'.  dier  HarttoraOper 
.  .  h  -  9  or  watch 
CBS  Television 


Personal  excellence  in  fax.  Well, 
what  else  would  you  expect  from  Canon^ 


FAXPHONE 


"The  Audi  90  foRows  the  road  like  a  bloodhound"  I 
one  awed  reviewer  recently  wrote.  * 

True  enough.  But  while  an  Audi  adheres  to  the 
asphalt,  it  adheres  to  very  little  else.  Because  the  Audi 
80/90  Sports  Sedans  follow  an  alternate  route. 

Look  at  the  evidence.  It's  sculpted  of  100%  zinc- 
galvanized  steel.  Uniquely  shaped  to  smooth-talk  the 
wind  out  of  resisting.  (And  quite  dashing,  we  might 
add,  under  its  painstaking  27-step  paint  process.) 

Then,  drive  the  evidence.  The  maverick  five- 
cylinder  powerplant  wiU  shatter  your  preconceptions  as  easily  as  its 
motorsport  cousins  shattered  ten  world  speed  records.  The  confide 


Tdl  an  Audi  Sports  Sedan  tn  hit 
and  It  mil  stick  like  prowrhial glue 


The  Only  Thing 
It  ConformsTo 
IsThe  Road 


piling  front- wheel  drive  (a  system  pioneered  by  Audi)  embodies 
years  of  continuous  refinements.  And  the  available  aU-wheel  Quattro 
■^t  is  so  highly  evolved,  it  can  actually  improve  traction  by  100%. 

No  wonder  Car  and  Driver  concluded:  "The  driving  experience  is 
ry  bit  as  polished  as  the  exterior  shape.  Sit  down,  strap  in,  and 
pare  for  a  momentous  ride."  Prepare  for  some  rather  momentous 
itection,  as  well.  Because  every  Audi  comes  equipped  with  the  Audi 
v^antage— for  unequalled  security.  Security,  in  fact,  from  delivery  to 
ie-in.  (Your  dealer  will  be  proud  to  share  the  details.) 

So  why  not  pursue  an  alternate  route?  In  an  Audi  80/90 
)rts  Sedan.  And  conform  to  the  only  thing  that  matters. 

The  road.  Hie  Alteoiate  Routc. 


SPECIAL  ADVEFITISING  SECTION 


Stores,  who  in  only  26  years,  rose  to  be  the  nation's 
third  largest  retailer.  But  she  worked  hard  to  master 
the  investment  world,  and  is  out  there  fighting  on 
her  own. 

A  graduate  of  San  Antonio's  Trinity  College, 
Alice  Walton  went  on  to  graduate  school  at  Tulane 
University.  "I  fell  in  love  with  finance  and  statistics 
at  college,"  she  points  out.  'That  doesn't  mean  that  I 
didn't  give  Wal-Mart  a  try.  I  didn't  want  to  be  looking 
over  my  shoulder  questioning  whether  I  made  the 
right  career  move."  "I  was  a  buyer  of  women's  and 
children's  clothes,  and  they're  still  trying  to  get  rid  of 
the  school  dresses  I  bought." 

While  attending  Tulane  in  the  evening,  Alice 
Walton  worked  at  a  local  bank,  where  she  rose  from 
clerk  to  head  of  research.  After  four  years,  she 
joined  a  major  national  investment  firm  where  she 
was  a  broker  specializing  in  retail  investment 
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accounts. 

Eight  years  ago,  she  returned  to  Fayetteville ; 
oversee  the  investment  portfolios  for  a  group  i 
commercial  banks.  "I  never  thought  I'd  come  ba< 
here.  Growing  up,  I  thought  that  I  wanted  to  live  i 
the  city.  I  love  New  Orleans  and  New  York,  but  I  fd 
I  have  the  best  of  both  worlds  here." 

With  Llama,  which  is  named  after  her  favor: 
animal,  Walton  is  filling  a  void  that  has  resulted  frci 
the  consolidation  of  the  financial  services  indusi/ 
and  the  decline  of  regional  investment  institution 

She  readily  admits  that  northwestern  Arkanij 
is  an  economic  anomaly.  "Tourism  is  a  majr 
industry  here,  and  because  of  our  natural  beaujfc 
mild  climate  and  modest  cost  of  living,  we're  alsc* 
major  retirement  region  for  people  in  the  Midwe, 
South  and  Southwest.  But  the  rest  of  the  area  is  \ 
bad  financial  shape,  and  I  want  to  do  somethiJ 
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it  improving  things." 

"Our  goal  is  to  support  and  make  a  significant 
;rence  in  the  economic  development  of  the 
on.  We're  emphasizing  the  importance  of 
ting  jobs  in  the  plants  and  factories,  developing 
11  businesses  and  building  up  the  infrastructure." 
:ifically,  she  is  targeting  the  Delta  region  of  her 
Oklahoma,  Texas,  Louisiana,  Mississippi  and 
louri. 

Foliov^'ing  a  long,  thoughtful  pause,  Alice 
on,  who  chose  to  go  her  own  way  rather  than 
ring  her  father's  extremely  successful  family 
ness,  proudly  proclaims:  "I  was  a  product  of 
ic  schools  in  the  rural  South  and  I  know  how 
h  getting  a  good  education  can  be.  We  couldn't 
d  a  microscope  in  biology,  but  that  was  no 
se  to  give  up  education  altogether."  ♦ 


The  Shape  of  things  to  Come 

Twenty  years  ago,  Judi  Sheppard 
Missett,  a  25-year-old  actress, 
dancer  and  veteran  chorus  performer  in  many  of 
Broadway's  hit  musicals,  decided  to  fill  a  void. 
Although  aerobics  classes,  primarily  for  women, 
were  appearing  around  the  country,  none, 
according  to  Missett,  combined  her  two  lifelong 
passions— jazz  and  dance.  "I  didn't  really  start  out 
with  any  master  plan,"  observes  the  rural  Iowa 
native,  who  has  turned  her  ideas  into  a  $13-million 
dollar  business.  "Actually,  I  didn't  realize  that  I  was 
starting  a  business.  I  only  knew  that  something  was 
lacking  in  those  rather  dull  aerobics  routines,  and  I 
knew  that  with  my  dance  skills,  I  could  add  a  lot 
more  enjoyment  to  keeping  fit." 


Guess  who  already  made 
a  fax  when  airmail 
from  San  Francisco  to  Hong 
Kong  took  96  hours? 


It  weighed  a  ton.  It  was 
slow  as  molasses.  And  it 
was  decades  ahead  of  its 
time. 

It  was  called  the  North 
American  FM  Transmitter. 

Of  course  being  there 
early  had  its  advantages. 

It  gave  us  plenty  of  time 
to  turn  Toshiba  fax  into  the 
high-tech  masterpiece  it  is 
today.  The  fact  is,  we  lead 
the  industry  in  the  design 
and  development  of  supn  key 
facsimile  components  as 
image  sensors  and  scanner 
image  processors.  (Overall, 
we  registered  more  patents 
in  the  U.S.  last  year  than 
IBM  or  Xerox.) 

Now  that  you  know  how 
long  we've  been  ahead  of  the 


pack,  try  Toshiba  fax  and 
discover  something  for 
yourself. 

Practice  makes  perfect. 

And,  if  you're  buying  or 
upgrading  a  facsimile  sys- 
tem, our  free  Management 
Reports  should  suit  you  per- 
fectly Call  1-800T-FAXING. 


Get  the  FREE  fax 
!  report  that's  right  for 
I      your  business.  I 
I  Call  1-800-T-FAXING  I 

I      TOBMIB*  AMCRICA  INFOnMATION  BVaTEMS.  IMC.  | 


In  Touch  with  Tomorrow 

TOSHIBA 

Facsimile  Systems 
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Judi  Sheppard  Missett 

Founder  of  Jazzercise,  Inc. 

Setting  the  pace  in  fitness  for  20  years. 


"Jazz  is  more  than  hops,  skips  and  jumps,"  points 
out  the  Jazzercise  founder.  "Jazzercise  is  a  blend  of 
the  art  of  jazz  and  the  science  of  exercise  physiology. 
I'm  not  saying  that  plain  aerobics  isn't  good  for  you, 
but  I  feel  strongly  that  it  doesn't  do  what  my 
routines  do  for  you  physically  and  mentally." 

Judi  Missett  may  not  have  set  out  to  run  a 
business,  but  her  skills  at  entrepreneurship  match 
those  as  a  dancer  and  choreographer.  Ensconced  in 
unpretentious  corporate  headquarters  at  a  shopping 
c-nter  in  Carlsbad,  California,  Missett  oversees 
not  only  her  worldwide  dance  class  activities,  but 
also  the  sale  of  video  cassettes,  clothing  and 
cooperative  advertising  ventures." 

"Judi  is  very  creative  when  it  comes  to 


FAMILY 
OWNED 
BUSINESS 


r 


promotion,"  volunteers  Margaret  Stanton,  oneo 
Missett's  first  students  following  the  founder's  m'rr 
to  Carlsbad  in  1972.  Today,  Stanton,  who  hole 
master's  degree  in  business,  is  Jazzercise's  execuve 
director  and  chief  operating  officer.  "We  Itv^e 
branched  out  into  these  other  areas  but  have  nee- 
lost  sight  of  the  fact  that  what  we  do  best  is  te:l 
jazzercise  routines." 

.Although  Judi  Missett  owns  all  the  stock  of  lis 
privately  held  company,  other  family  members 
involved.  Her  sister-in-law  is  her  administra 
assistant,  and  Jack  Missett,  a  former  Chic^ 
television  newsman,  spends  most  of  his  time  as 
wife's  chief  sounding  board  for  new  ideas. 

Perhaps  nobody  else  has  Missett's  creat'e 
talent,  but  her  ability  to  teach  others  to  emulate  ::i 
has  made  Jazzercise  so  successful  throughout  le 
United  States  and  26  foreign  countries.  In  additir, 
to  her  prescience  concerning  women's  desires  o 
combine  healthy  exercise  with  enjoyable  daie 
routines,  Missett  also  realized  that  dar( 
instructors,  like  everyone  else,  wanted  to  share  le 
American  dream. 

Unlike  other  exercise  studios  where  instructrs 
are  salaried  employees,  Jazzercise  franchises  in 
their  own  businesses.  "We're  a  family  business  tar 
also  encourages  other  people  to  reap  the  rewardot 
their  own  ingenuity  and  hard  work,"  obser^s 
Margaret  Stanton.  The  Jazzercise  arrangemtt. 
with  its  more  than  3,800  franchisees,  is  simple.  E  h 
instructor  finds  her  location  and  pays  a  $500  feor 
the  right  to  use  the  Jazzercise  name  and  ben  it 
from  the  firm's  technical  advice.  Ninety-five  percii 
of  the  4,000  instructors  are  women.  I 

Jazzercise  offers  hard-working,  ambitids 
employees  the  opportunity  to  move  up 
corporate  hierarchy.  "Promoting  from  within  is  le 
best  way  I  know  of  letting  people  know  that  if  t  ;y 
perform  well,  they  will  be  rewarded  in  more  tin 
monetary  terms,"  concludes  executive  direor 
Margaret  Stanton.  * 

Where  does  the  Jazzercise  family  intend  to  >? 
"Oh,  we'll  pay  more  attention  to  weigt- 
management  program,"  begins  Margaret  Stanti, 
"and  programs  for  senior  citizens,  even  youn;r 
children  and  the  disabled  will  be  emphasized." 

The  company's  founder  and  president  acs, 
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sically,  we'll  do  what  we  do  best.  Well  make 
pie  who  don't  necessarily  have  any  background 
ance  feel  good  about  themselves."  ♦ 

Being  Caddy^  Texas  Style 

jFour  years  ago,  Dallas'  Sewell 
Village  Cadillac  sold  3,000  of 
jrica's  leader  in  luxury  cars.  'That's  our  all-time 
,"  comments  president  Carl  Sewell,  who  took 

the  thriving  dealership  from  his  father  who 
ided  it.  Over  the  next  two  years,  even  Sewell 
dn't  make  up  for  the  slumping  Dallas  economy. 

banking,  savings  &  loan  and  real  estate 
rums  translated  into  a  precipitous  drop  in  sales 
profits.  However,  through  the  downturn,  Sewell 
eve red. 

^en  John  Grettenberger  took  the  helm  at 
llac  in  1985,  he  called  in  Carl  Sewell  and  other 
ten  dealers  who  told  him  what  Cadillac 
Dmers  wanted— a  return  to  quality,  power  and 
jrmance. 

Evidently  Grettenberger  and  his  colleagues 
led.  For  1988,  the  auto  industry  guru,  J.D. 
:r,  ranked  Cadillac  first  among  American  cars 
1  it  came  to  quality.  Worldwide,  it  ranked 
ith.  In  his  preliminary  report  this  year  for 
ornia.  Power  rates  Cadillac  first  overall  in  its 
:  range.  Sewell  remarks,  "We  always  have  prided 
;lves  on  giving  good  service  and  good  products 
us.  Customer  satisfaction  is  what  counts,  and  it 
!S  me  feel  good  to  know  that  when  someone 
a  car  from  us,  they'll  be  satisfied." 

I  ewell  pampers  its  customers.  The  lounges  and 
room  are  tastefully  decorated,  and  the  repair 
floors  are  immaculate.  Carl  Sewell  continues 
Dolicy  started  years  ago  by  his  father— any 

I  mer  who  buys  a  car  from  Sewell  is  given  a  free 

;  r  for  as  long  as  Sewell  has  the  vehicle  in  for 

!  rs. 

;  tanley  Marcus,  founder  of  Dallas'  Neiman- 
<  us  and  a  long-time  friend  of  Carl  Sewell's  father 
i'  es,  "It  sounds  simple,  doesn't  it?  Just  satisfy  the 

mer.  And  keep  satisfying  him."  He  continues, 
-    Sewell  is  just  like  his  dad— satisfying  the 

mer  is  everything." 


Sewell  Village  Cadillac  Showroom 
"Every  customer  wants  3  things... a  good  product, 
service  and  satisfaction.  We'll  never  stop  giving  all 
these  to  them."  Carl  Sewell 


Carl  Sewell's  father,  also  named  Carl,  sold  model- 
T's  as  a  14-year-old  in  Arlington,  Texas.  The  cars 
came  boxed  and  young  Carl  helped  assemble  them 
at  his  father's  hardware  store.  Later,  Carl  lost 
$25,000  in  savings  that  were  deposited  in  three 
rural  Texas  banks.  But  he  did  not  give  up.  Sewell 
borrowed  $500  from  a  friend  and  as  the  oil  industry 
continued  to  thrive,  despite  the  Depression,  he  was 
able  to  take  orders  for  new  cars  literally  at  oil  rig 
sites.  He  continued  to  be  successful  in  various 
dealerships  in  other  Texas  towns.  It  was  not  until 
1957,  when  he  purchased  a  Cadillac  dealership  in 
Highland  Park,  that  Carl  Sewell  was  on  the  road  to 
setting  Cadillac  sales  and  service  standards. 

Today,  the  founder's  son,  who  took  over  the 
presidency  in  1972  upon  his  father's  death,  has 
brought  sales  to  the  $  1 00  million  level.  In  addition 
to  opening  another  Cadillac  dealership  in  New 
Orleans,  he  has  branched  out  into  other  lines  of 
cars,  including  the  low-priced  Hyundai.  "We'll 
operate  the  same  way  in  this  price  range,  too,"  Carl 
Sewell  stresses.  "Every  customer  wants  three  things. 


AsthePCinaubuy  luovchiapituy  uj.vcuugic^jiiiccd l-tv iiv)ianents,yo^p-  ■. 
faced  with  a  crucial  decision:  To  choose  the  graphical  spreadst?K^,j 
that's  emerging  as  the  industry  standard.  Or  to  continue  trustm  : 

i 

Customer  in  Canada,  call  (416)  673-9811.Outs.de  North  Amenca,  call  (206)  882-8661, ©Copynght  1989  Microsoft  &|poration.^ 

theMicrosoft  logo  are  registered  trademarks  and  Making  it  all  inake  sense  is  a  tra(femark  of  Micitisoft  Cx)rporation.  Wnp.,..  _^ 


racter-based  standard  that  can  only  take  you  so  tai:  To  help  you  decide,  call  tor  a  free 
.  ^  functional  Working  Model  of  Microsoft"  Excel  for  Windows:  (800)  323-3577,  Dept  J39.' 
'  nember,  we're  not  saying  it's  an  easy  decision.  Just  an  inevitable  one. 

Mkmsoft 

liLiTboft  Excel  for  Windows,  inquire  about  specific  system  requirements.  Good  only  in  the  50  United  States.  jVIsklll^  it         1113^6  SCIISG" 
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regardless  of  price— a  good  product,  service  and 
satisfaction.  We'll  never  stop  giving  all  these  to 
them."  After  all,  as  Stanley  Marcus  says,  'Once 
they're  no  longer  satisfied,  you're  in  big  trouble.'  ♦ 

Big  Wheel  Around  the  World 

The  Eli  Bridge  Company  has 
been  making  Ferris  Wheels  in 
Jacksonville,  Illinois  since  the  turn  of  the  century. 
Lee  Sullivan,  Jr.,  the  3rd-generation  family  member 
to  head  the  company,  points  out,  "We  really  are  the 
only  firm  in  the  business;  yes,  maybe  you  could  say 
we're  sort  of  a  monopoly,  but  it  is  not  a  contrived 
one.  I  like  to  believe  that  we're  the  only  business  that 
has  stayed  with  it  for  so  long,  that  we've  developed 
an  expertise  that  is  unmatched." 

Actually,  Sullivan  and  his  colleagues  don't  make 
Ferris  Wheels,  the  term  that  has  been  used 
generically  since  engineer  George  Washington 
Ferris's  invention  was  displayed  in  1893  at  the 
Chicago  World's  Fair.  "Grandfather  was  fascinated 
by  what  he  saw,"  begins  the  chief  executive,  "and  he 
decided  then  and  there  that  he  would  design  a 
smaller,  portable  version  of  it.  We've  always  called  it 
the  Big  Eli  Wheel." 

The  founder,  like  most  entrepreneurs,  set  out 
on  a  single-minded  course.  Although  not  formally 
trained  as  an  engineer,  William  E.  Sullivan,  32,  had 
extensive  experience  building  bridges.  And  he  was 
determined  to  use  his  mechanical  ability  to  modify 
this  fascinating  new  machine,  which  could  be 
moved  from  park  to  park  and  carnival  to  carnival. 

The  Big  Eli  Wheel  made  its  first  appearance  89 
years  ago  in  this  prosperous  central  Illinois 
community.  "Grandfather  ran  the  business  until  his 
death  in  1932,  and  I'm  proud  to  say  that  two  of  my 
children,  the  fourth  generation,  are  already  in  the 
business  and  will  carry  on  after  me,"  observes  Lee 
Sullivan. 

Bill  Sullivan,  38,  serves  as  vice-president  and 
sales  manager  of  the  company  that  is  headed  by  his 
father.  He  sits  on  the  five-person  board  of  directors 
and  has  worked  full-time  in  the  family  business  for 
12  years.  "I  like  to  think  that  there's  something 
special  about  continuing  a  family-run  business. 


People  have  come  to  believe  in  us.  They  know  t 
we  make  a  high-quality  product.  It's  expected  oi| 
and  we  expect  it  of  ourselves.  Lack  of  quality  i 
commitment  have  caused  other  firms  to  go  by 
wayside." 

The  younger  Sullivan  believes  that,  since  k 
company  is  family-run,  members  get  a  be 
opportunity  to  learn  all  facets  of  its  operations,  "j 
been  hanging  around  here  since  I  was  a  kid  and 
father  always  gave  me  the  opportunity  to  \em 
everything— from  production  to  sales." 

Today,  even  though  Bill  Sullivan  oversees 
company's  sales  which  this  year,  for  the  first  tiij 
will  probably  reach  the  $2  million  level,  he  is  i 
opposed  to  performing  diverse  functions 
example,  this  spring,  he  drove  the  eight-c 
round  trip  from  Jacksonville  to  southern  Californ  tiled 
Knott's  Berry  Farm  to  deliver,  install  and  serv 


iver, 
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The  original  Big  Eli  Wheel,  taken  in  1900. 
This  Wheel  now  stands  outside  their 
Jacksonville,  III.  factory. 


A  PROVEN  PERFORMER  | 


SPECIAL  ADVEFmSING  SECTION 


ige's  other  major  amusement 
the  Big  Eh  Scrambler.  'This 
the  customer  that  members  of 
family  pay  attention  to  our 
lucts  all  the  way  down  the  line," 
JuUivan  points  out. 
jO  to  virtually  any  major 
sement  park  in  this  country,  or 
nd  the  world,  and  youll  see  a 
Eh  Wheel  or  Scrambler.  From 
leyland  to  Six  Flags  over 
louri  and  Virginia's  Busch 
lens  to  India,  Eli  Bridge  is 

fowever,  the  industry  is  not 
it  used  to  be.  "With  all  the 
isticated,  high-tech  rides  that 
see  at  major  parks,  we're  not 
ised  that  interest  in  our  rides 
t  'aned  a  bit,"  states  Lee  Sullivan. 
,  remember,  riding  a  Wheel  is  a 
of  America  that  has  always 
with  us  and  we  hope  always 
be."  He  adds,  with  a  chuckle, 
ong  as  there  are  grandparents 
I  ing  their  grandchildren  a  good 

there'll  be  room  for  us" 
[  bday,  there  are  1 ,400  wheels 
li  peration.  This  year,  the 
)  )any  hopes  to  sell  more  than 
-  heels  and  scramblers. 
V^hen  University  of  Illinois 

1  eer  Lee  Sullivan,  Jr.  took  over 
II  msiness  from  his  father,  the 
Bj  ition  went  smoothly.  "Father 
c  led  for  me  to  come  here  and  he 

2  a  good  teacher."  Recently, 
an's  daughter,  Patricia,  with  an 
A.  from  Western  Illinois 
jrsity,  joined  her  father  and 

brother  at  Eli  Bridge.  It  is 
is'  cted  that  Sullivan  is  grooming 
is  laughter  to  take  over  the 
L»  ess  someday.  Bill  Sullivan 
't  forward  to  operating  Eli 
r  ge  with  his  sister  and 
31  Tuing  in  the  family  tradition.  ♦ 


Only  Magellan 

Fund  Has  This 
Growtiii  Record. 


Fidelity  Magellan  Fund 


S180,000H 


Growth  in  value 


$123,258  - 


of  historical 
$10,000  investment 
SI  00  000-  made3/3l/79t 


$50,000- 


When  you  look  for  a 
orovvth  fund,  look  iit  the 
record.  You  ll  see  why  Fidelity 
Magellan  Fund  is  a  long-term 
growth  leader; 

✓  Ranked  #1  of  all  mutual 
funds  for  10  and  15  vears.* 

✓  Outperformed  97%  of  all 
funds  for  5  years  and  95% 
of  all  funds  for  1  yeai* 

✓  A  S  10,000  investment  made 
on  3/31/79  would  have 
been  worth  $123,258  on 
3/31/89. 

Of  course,  past  performance  is  no  guarantee  of  future  results,  and 
the  funds  share  price  and  return  will  vary,  so  that  you  may  have  a 
gain  or  loss  w  hen  you  sell  \our  shares.  But  if  vou're  looking  for  an 
aggressive  growth  fund,  look  at  the  record.  There  is  only  one 
Magellan  Fund. 


SICOOi 
S8.000- 

3/31/79 


3/31/89 


Avg.  Annual  1  yr  5yrs  1Qyrs 
asotS/89  18^°  20^°  28:55% 


1-800-544-6666  24 hours 


Fidelity  Magellan  Fund.  For  more  complete  infornuition, 
inckidiiig  maiiageiiKiU  tees  and  expenses,  call  or  w  rite  for  a  free  prospectus. 
Please  read  it  carefnlK  before  investing  or  sendinj;  monev.  Fidelity  Distribu- 
tors Corporation  ((ieneral  Distribution  Agent),  PO.  Box  iJallas,  TX 
"52b6-Ub(J3.  Service  for  the  hearing  impaired  100/1-800-544-0118. 


FSdelity^^  Investments 


CODE:  BW/MAG/062689 


*The  fund  is  ranked  #1  out  of  3(-H  funds,  #1  out  of  429  funds.  #18  out  of  (i(h  funds  and  #^4  out  of  1541 
funds  for  15.  Id.  5.  and  1  \ear  performance  for  periods  ending  according  to  Lipper  .\iialytical 

Services,  Inc..  an  independent  mutual  fund  performance  monitor 

•r Total  returns  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  and  the  effect  of 
the  fund's  3%  sales  charge,  .\\erage  annual  total  returns  for  more  than  1  year  assume  a  steady  com- 
pounded rate  of  return,  and  are  tiot  the  fund's  year-by-year  results,  w  hich  varied  over  the  periods  shown. 
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Pressing  Problems 
Faced  By  Today's 
Family 'Owned  Business 


^  How  do  you  winnow  out  old  family  advisers 
who  have  been  feathering  their  own  nests  and 
grinding  their  own  axes'!* 

^  Should  the  family  attorney  be  the  business 
attorney  too'' 

How  do  you  train  successors  without  spoiling 
them? 

^  How  do  you  hire  bright  managers  who  can 
never  achieve  their  highest  ambitions? 

1^  How  do  you  retire  beloved  incompetents  with 
grace  and  gratitude? 


{j  Are  your  directors  merely  decorative  or 
nostalgic  holdovers  from  the  early  days. ..or 
are  they  contributing  to  the  growth  of  your 
company'!' 

^  Are  your  defenses  in  place  in  case  of  takeover 
attempts,  proxy  fights  or  tender  offers? 

{j  Do  you  know  how  to  get  out  of  a  disastrous 
family  business'?  Can  you  decode  the  distress 
signals'?  Should  you  sell. ..or  try  to  salvage? 

What  are  the  special  investing  and  tax 
opportunities  available  today  to  family 
businesses  and  to  family  members  in  those 
companies? 


tk 


.'iT.: 


If  your  family-owned  business  is  facing  questions  like  these-lfien  a  brand-nevi/  newsletter  from 
McGraw-Hill  can  be  of  great  service. 


!)sl 


Introducing:  The  BusinessWeek  Newsletter  for  Family-Owned  Business 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed  to 
be  a  totally  objective  and  expert  family  retainer 
devoted  wholly  to  your  interests.  It  is  filled 
with  case  histories,  facts,  figures,  and 
specific  answers. 

In  each  biweekly  issue,  you'll  have  access  to  new 
developments  in  accounting  controls,  equity 
dilution  prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and  financial  planning 
that  can  directly  affect  your  business. 


Few  executives  in  a  family  business  realize  how 
vulnerable  they  are  to  certain,  extremely 
specialized  problems.  So  our  regular  columnists 
on  taxes,  financing,  law,  family  relations,  and 
compensation  provide  many  otherwise  unavailable 
compasses  and  charts  necessary  to  navigate  these 
dangerous  waters. 

A  unique  stock  index  developed  by  The 
BusinessWeek  Newsletter  for  Family-Owned 
Business  will  track  publicly  traded  companies 
still  in  family  hands.  This  information  is  available 
nowhere  else. 


Sign  up  for  a  one-year  charter  subscription  to  The  BusinessWeek  Newsletter  for 
Family-Owned  Business  at  the  introductory  rate  of  $299,  If  at  any  time  you're  not  satisfied, 
cancel  the  subscription  and  get  a  refund  covering  the  balance  of  the  issues  remaining  in 
your  subscription. 


Call  this  national 
toll-free  number 
and  charge  your 
subscription  to  any 
m^ior  credit  card! 


1-800-445-9786 
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The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 
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The  Kitchens 
that  Don  'tMiss  a  ''Beef' 

/iichard  Melman  and  Oprah 
Winfrey  opened  The  Eccentric,  a 
large,  eclectic  restaurant  which  features 
ch,  Italian,  English  and  American  food.  Even 
gh  Oprah  lent  her  name  and  money  to  the  450- 
restaurant,  you  can  bet  that  one  man  and  his 
vative  ideas  are  behind  its  success. 
Uchard  Melman,  47-year-old  son  of  a  Chicago- 
delicatessen  owner,  opened  his  first  restaurant 
hicago  18  years  ago.  Today,  Melman  heads  a 
urant  empire  that  stretches  from  Chicago, 
agh  Beverly  Hills,  to  Japan.  Sales  at  the  more- 
■25  eateries  will  range  from  $90  to  $95  million 
'ear. 

/lelman,  who  sold  Good  Humor  bars  along 
ago's  lakefront  and  hawked  hot  dogs  on  its 
hes,  worked  four  years  at  his  father's 
atessen.  Eventually,  Melman  had  enough  on- 
)b  training  to  want  to  join  his  father  and 
ler  as  part  owner  of  the  business,  but  they 
ti't  ready  for  the  future  entrepreneur. 
I  was  crushed;  I  had  proven  that  I  was  ready, 
ley  didn't  agree  with  me." 
acing  rejection,  the  delicatessen's  son  escaped 
irida,  where  he  remained  less  than  a  year.  Upon 
turn  to  Chicago,  Melman  ran  the  kitchen  at  a 
irant  on  the  near  north  side.  After  some  time, 
:  istaurant  owner,  who  was  impressed  with  his 
I  Dyee's  good  sense  of  the  business,  offered  him  a 
il  ership.  But  he  realized  that  he  should  open  his 
'  )usiness  and  declined  the  offer. 

Ay  real  break  came  when  1  met  Jerry  Orzoff 
1  vas  in  real  estate."  Orzoff  not  only  was  willing 
ck  Melman  financially,  but  became  Melman's 
s  riend.  The  restaurant  maven  still  refers  to  his 
f  lend  in  a  reverential  tone.  "Jerry  really  believed 
;  and  my  oflF-beat  ideas." 

atering  to  young  singles  who  liked  loud  music 
c  lealthy  food,  the  twosome  christened  R.J. 
1  's  in  the  Lincoln  Park  area.  As  they  say,  the  rest 
li  tory.  Melman  went  on  to  open  such  haute 
i  e  establishments  as  Ambria,  Un  Grand  Cafe 
c|  mg-time  Chicago  landmark.  The  Pump  Room. 


A  man  who  turns  imaginative  concepts  into  reality.  Melman's 
HAT  DANCE  restaurant  appeals  to  the  sophisticated  taste 
of  people  who  delight  in  the  unexpected. 


He  has  added  the  1950's  diner,  Ed  Debevec's,  which 
first  appeared  in  Phoenix.  Now,  you  can  enjoy  meat 
loaf  and  mashed  potatoes,  washed  down  with  a  thick 
shake,  in  Beverly  Hills  and  Osaka,  Japan,  as  well  as 
in  Phoenix  and  the  Chicago  area. 

Loret  Carbone,  a  39-year-old  former  school 
psychologist  in  northern  California,  is  vice 
president  of  human  relations  and  training.  Looking 
for  a  new  career,  she  settled  in  Chicago  nine  years 
ago.  Starting  as  a  lunchtime  waitress  at  the  Pump 
room  in  Chicago's  well-known  Ambassador  East 
Hotel,  she  has  risen  swiftly  up  the  corporate  ladder. 
She  is  a  partner  in  the  firm  that  innovation  and  food 
made  famous. 

"I  know  that  all  businesses  give  lip  service  to  the 
idea  that  people  count  most  and  they  hire  the  right 
ones.  Well,  we  insist  on  it.  I'd  say  we're  slaves  to  our 
people.  We  realize  one  thing.  In  our  business  the 
food  has  to  be  good,  but  most  of  all,  the  staff  must  be 
outstanding.  You  won't  go  back  to  a  restaurant 
where  the  people  who  work  there  don't  treat  you 
right."  If  any  of  the  3,000  employees  has  a  grievance, 
he  or  she  may  complain  directly  to  the  founder. 

Melman,  Carbone  and  the  other  top  staff  people 
pay  close  attention  to  detail.  "Rich  Melman  isn't  in 
the  office  too  much,  because  his  real  contribution  is 
visiting  restaurants  and  making  sure  they're  run 
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An  interesting  phenomenon  has 
been  happening  in  the  pay  phone  business 
over  the  last  few  years.  Other  pay  phone 
companies  have 
been  trying  to  woo 


'fcu'll  nevai 
we're  not  there 


customers  away  from  Bell  Atlantic  with  promises  oi 
higher  revenues.  Some  customers  have  gone  away 

Which  has  given  nse  to 
another  interesting  phenomenon: 


people  coming  back  to  Bell  Atlantic. 

Because  of  Bell  Atlantic's  unequalled  depend-] 
abilit)'  and  service. 

Other  pay  phones  break  and  stay  broken. 
Bell  Atlantic  pay  phones  work  all  the  time.  And  if  thej 


BACK  AGAIN 
AND  HAPPY  TO  BE. 

Carl  Stout,  wtio  runs  the 
Lightfoot  Community  Market 
in  Ligtitfoot,  Virginia,  says  it 
better  tlian  we  ever  could. 
"A  couple  of  years  ago,  we 
were  foolishly  persuaded, 
with  promises  of  equal 
service  and  higher 
commissions,  to  allow  another  company 
to  install  their  phones  here.  From 
the  time  of  the  installation,  service  was 
almost  non-existent,  the  phones  were 
out  of  service  more  than  in,  and  com- 
missions were  down  drastically 
Needless  to  say  we  now  have  C&P 
telephones  back.  And  we'll  never 
switch  again" 


THE  TRUCK  STOPS  HERE. 

Talk  about  a  tough  group  to 
please.  How  about  the  folks  that 
high-ball  18  wheelers?  Which  is 
why  Richard  Rossbauer,  who 
runs  the  Sandman  Truck  Plaza 
in  Bordentown,  New  Jersey  is 
pleased  to  note:  "We  just  con- 
verted all  28  of  our  pay  phones 
to  New  Jersey  Bell  equipment. 
We  have  had  absolutely  no  com- 
plaints about  service,  our  com- 
missions are  up  and  our 
customers  are  not 
being  surcharged 
for  their  calls.' 


niss  us  unless 


that's  often  the  most 
important.  Its  the 
money  you  don't  lose. 


don't,  they're  repaired  withm  24  hours. 

Come  to  think  of  it, 
it's  not  how  much  money  you 
make  from  your  pay  phones 

SERVING  THE  BEST  SINCE  1925. 

"I've  been  operating  a  family  restaurant 
since  I  came  out  of  the  Navy  in  1946"  says 
Joseph  Nicolella,  who  indeed  runs 
the  Mayfield  Restaurant  and  Lounge  in 
Pittsburgh.  "My  father  started  the  restaurant  in 
%  and  we  always  had  two  public  phones.  As  recently  as 
last  week,  when  we  needed  service,  someone  from 
Bell  Atlantic  was  there  in  a  couple  of  hours.  I've  never 
thought  of  switching  to  another  phone  company  I  think 
64  years  with  the  same  company  is  some- 
thing to  be  proud  of." 


So,  it  you've  gone  away  from  Bell  Atlantic,  we 
invite  you  back.  And,  it  you've  stayed,  we  value  your 

b.s,ness  1-800-782-8355 


To  Eugene  Harley  of  the  Wild  World 
Amusement  Park  in  Mitchellville, 
Maryland,  dependability  is  the  cornerstone  of  his  business.  "Our  guests 
grade  us  on  all  aspects.  Our  Bell  A  tian  tic  pay  phones  never  let  us  down. 
For  quality  equipment  and  efficient  service,  there  is  no  other  choice." 


@  Bell  Atlantic 

*  ^^^^^^""^^  C&P  Telephone  •  New  Jersey  Bell  •  Diamond  State  Telephone  •  Bell  of  Pennsylvania 

Were  More  Than  Just  Talk! 

mi 


America's  Business 
Equipment  Headquarters 


ofl 


Join  the  thousands  of  family-owned  businesses  throughout  the  USA 
that  already  rely  on  47st»  Photo  for  their  business  equipment 

We  stock  a  complete  line  of  brand  name  business  and  office  machines. 


tcver  I 


a'i  in 


Fax  Helpline;  212.979>6100 


TOSHIBA 


30100 


♦  3  sheet  feeder  ♦  50  number  memory 

♦  G2  &  G3  compatible  ♦  Fine  resolu- 
tion ♦  User  standard  jack  ♦  Optional  on- 
site  warranty 


♦  Automatic  paper  cutter  ♦  Halftones 

♦  Activity  report  ♦  15  street  feeder 

♦  OMR  card  for  multiple  transmissions 

♦  Optional  on-site  warranty 


UX-180 


♦  Copier  function  ♦  Polling  &  tur- 
naround polling  ♦  10  sheet  feeder  ♦  16 
halftones  ♦  Contrast  control 


UX-350 


♦  10  sheet  feeder  ♦  Auto  redlal  ♦  Auto 
paper  cutter  ♦  Talk  reservation  ♦  Activity 
reports 


(liatwo! 
jjiow-hi 


I?: 


FAX-15 


♦  15  second  transmission  ♦  G1,  2  &  3 
compatible  ♦  Automatic  paper  cutter ' 

♦  64  halftones  ♦  External  RS-232C  op- 
tion ♦  90  day  on-site  warranty 


FAX-35 


♦  30  page  memory  ♦  Auto  paper  cut- 
ter ♦  64  halftones  ♦  280  number  speed 
dialer  ♦Sequential  broadcasting 

♦  90-day  on-site  warranty 


Whatever  you  need  to  keep  your  business  rolling  smoothly  &  efficiently, 
our  trained  staff  will  eagerly  accommodate  your  every  need. 
Call  us  today 

In  New  York  State  1-212-608-6934   Out-of-state  toll-free  1-800-221-7774 

Mail  Order  Department:  36  East  19th  Street,  New  York,  N.Y.  10003 
When  in  New  York,  visit  our  stores  at: 
67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 

NVL  CA.  Lie  tlK00l«9-6')IM60        N VC  (.  A ,  LIC .  »KOO1 1 1 -8 1  1628         NVC  I- A    L It .  »8 1  1627 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.  (L.I.) 

We  accept  major  credit  cards 


^aed 
lies.  •'![ 
•iiitv. 
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t,"  observes  Joseph  Lanuti,  Jr.,  who  is  vice 
ident  of  finance.  Melman  concurs:  "I've  gotten 
d  at  delegating  certain  responsibiUties,  but  my 
strong  point  is  picking  up  minute  details.  That's 

I  spend  most  days  in  the  restaurants  making 

everything  is  working  smoothly." 
Yes,  111  point  out  mistakes  to  someone,  but  111 
!r,  never  embarrass  anybody.  Sure,  you  have  to 
>e  up,  but  we  give  everybody  a  chance  to 
-ove.  I  know,  firsthand,  what's  it's  like  not  to  be 

I  that  opportunity." 

W^hat's  in  store  for  Richard  Melman  and  his 
aess?  "I  could  quit  tomorrow  and  probably  have 
igh  money  for  me,  my  wife  and  kids  to  live  well, 
what  would  I  do?  What  I'll  do  is  what  I'm  doing 
now— having  fun.  Sure,  I  like  doing  well,  but  as 
all  my  colleagues,  when  it  stops  being  fun,  I'm 
ng  out  of  this  business."  ♦ 

A  Family  ^^SeWabration 

frank  Binswanger,  Sn,  enjoys  telling 
the  story  of  how  he  went  into 
less  for  himself  in  1931.  "You  know,  we  were  in 
diddle  of  the  Depression,  and  I  was  collecting 
ifor  a  well-known  Philadelphia  real-estate  firm 
I  Cutbacks  were  coming,  so  I  decided  to  start  in 
iiess  for  myself  After  all,  things  couldn't  get  any 
;  and  you  didn't  need  a  lot  of  start-up  capital." 
The  fledgling  company  plodded  along  for 
te,  until,  according  to  its  founder,  "We  got  the 
:  that  most  successful  businesses  seem  to  get." 
in  1933,  prohibition  was  repealed.  "I  was 
inted  real  estate  representative  for  the  eastern 
d  )n  of  the  state.  The  legislature  came  up  with 
f  Jea  of  selling  liquor  at  state  stores,  and  the 
nor  liked  my  idea  for  playing  down  the  store 
c|  ons.  As  you  know,  lots  of  banks  were  failing, 
u  got  the  idea  of  using  their  vacated  locations  to 
t  I  the  stores." 

inswanger,  with  his  considerable  business 
L  en  acted  as  a  broker  for  commercial 
c  rties.  "This  business  is  sales  and  selling  is 
r  nality.  You  better  like  meeting  people  and 

II  5  or  you're  in  the  wrong  business."  Spend  time 
it  Senior,"  which  distinguishes  him  from  his  son. 


THE  BINSWANGER  FAMILY:  (From  top  left,  clock- 
wise,) Frank  G.  Ill,  David  R,  Frank  G.  Jr,  John  K,  and 
seated  Frank  G.  Sr. 


Frank,  Jr.,  and  it  is  readily  apparent  that  the 
honorary  chairman  likes  people. 

"Most  of  all,  the  people  who  really  count  are  my 
family.  People  have  learned  that  when  you  deal  with 
one  Binswanger,  you  deal  with  all  of  us.  Not  only  are 
a  few  of  us  in  business  together,  but  all  33  of  us  are 
very  close.  When  you  say  family  business  to  a 
Binswanger,  you  really  mean  it." 

Recently,  Frank  Binswanger,  Jr.,  became 
chairman  of  the  firm,  where  he  had  headed  the 
industrial  division.  His  brother,  John,  57,  serves  as 
president.  The  family  owns  all  the  stock  of  this  multi- 
faceted  real  estate  concern  which  does  not 
construct  buildings,  but  develops  properties  and 
manages  them.  The  company  also  operates  sizable 
investment  and  consulting  components.  In  addition 
to  1  5  domestic  offices,  Binswanger  has  six  European 
affiliates  and  is  concentrating  heavily  on  Japan  from 
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its  Tok\o  office.  More  than  half  its  annual  revenues 
are  derived  from  the  industrial  division. 

Succession  from  the  founding  to  second 
generation,  the  jump  that  70  percent  of  America  s 
6.4  million  family  businesses  don't  make,  was 
well  planned  bv  the  Binsw  angers.  Thus  far,  it  seems 
that  the  step  to  the  next  rung  of  Binswangers  has 
been  smooth.  Frank  III,  or  Jeff,  will  succeed  his 
father  as  head  of  the  industrial  division.  And 
John's  son,  David,  leads  the  consulting  and 
development  section.  Jeff  Binswanger  puts  it  this 
way.  "I  love  this  business  as  much  as  mv  grandfather 
and  dad.  David  and  I,  like  our  fathers,  have  skills 
and  interests  that  complement  one  another.  We 
are  verv  excited  about  the  possibilities  with  Japan, 
and  I  know  we  can  take  the  companv4into  the 
fourth  generation." 

No  Splinter  Groups 
in  these  Woods 

For  over  1 40  years,  Pope  &  Talbot, 
Inc.,  a  Portland,  Oregon-based 
lumber  and  paper  products  company,  has  been  run 
by  family  members.  Peter  T.  Pope,  the  54-year-old- 
great,  great  grandson  of  the  founder  now  serves  as 
chairman  and  chief  executive  officer.  With  earnings 
of  $3 1 .9  million  on  sales  of  $5 1  5  million,  this  New 
York  Stock  Exchange  firm  carries  on  a  success  story 
that,  unlike  most  businesses,  has  remained  in  the 
same  family  for  five  generations. 

"Of  course,  it  hasn't  always  been  easy,"  confesses 
the  current  CHO,  "We  have  been  able  to  adapt  to  the 
times.  Recently,  for  example,  we've  been 
concentrating  our  efforts  on  making  private-label 
tissues  and  disposable  diapers  for  some  of  the 
biggest  name  outlets  in  the  country."  A&P,  Kroger, 
Jewel,  Grand  Union  and  Ralph's  use  Pope  &  Talbot 
products.  'This  component  represents  well  over 
half  our  annual  revenues,"  Peter  Pope  explains. 
Business  has  grown  so  steadily  over  the  past  several 
years  that  Pope  &  Talbot  is  one  of  the  largest  makers 
of  these  personal  private-brand  paper  products. 

Although  Peter  Pope  owns  only  five  percent  of 
the  company's  common  stock,  his  extended  family 
controls  35  percent.  His  cousin,  with  1  1  percent,  is 
the  largest  single  shareholder.  Pope  is  proud  of  the 


Pope  &  Talbot's  Oregon  timberlands.  Paper 
products  being  manufactured. 


fact  that,  despite  the  financial  fluctuations  o^j^ 
lumber  business  through  the  years,  his  company* 
not  been  caught  short. 

Eight  of  Peter  Pope's  family  members  have  & 
interest  in  the  company,  but  he  is  the  only  one 
toils  there  day-by-day  His  younger  brother  cjt 
headed  the  firm,  but  terminated  his  involven 
due  to  illness.  His  other  brother  departed  to  star 
own  tree  farm  business  in  California,  and  his  sist 
in  the  retail  fur  business  in  Washington,  D.C. 

Pope,  who  holds  a  degree  in  history  anca 
M.B.A.  from  Stanford,  always  assumed  he'd  >• 
Pope  &  Talbot.  "My  father  did  head  the  company  i 
he  never  really  was  that  interested  in  runnin  i 
That's  why  he  brought  in  the  best  outside  talenl 
could  find  to  help  him."  His  father's  basic  philosd 
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e  it  clear  that  Peter  and  his  brothers  were 
cted  to  carry  on  the  family  tradition. 
'Sure,  Dad  wanted  to  keep  it  in  the  family,  but 
;  was  a  period  before  he  took  over  when  others 
ed  it.  He  had  a  very  strong  feeling  that  the 
ippiest  people  he  knew  were  those  who 
'ited  lots  of  money  but  didn't  work.  It  was  clear 
was  not  to  happen  to  his  kids." 

in  many  family  businesses,  Peter  Pope 
ed  from  an  early  age  in  different  areas  of  the 
)any,  including  the  steamship  division  which  is 
nger  part  of  Pope  &  Talbot.  "I've  spent  time  at  a 
F  different  sites  connected  with  the  firm;  some 
lem  have  real  historical  significance.  For 
pie,  we  operate  the  oldest  continuous  sawmill 
)rth  America,  which  is  in  a  company  town  that 
uilt  in  1 8  5  3 .  It's  a  national  historical  landmark." 
eter  Pope  has  studied  the  history  of  his  family- 
business  thoroughly.  "The  founders  of  this 


company  worked  very  well  together,  and  there  was 
never  any  question  about  who  was  going  to  run  it. 
You  inherited  your  partner  and  successor  instead  of 
really  picking  them.  But  things  got  a  bit  more 
complicated."  The  Talbots  took  over  during  the 
second  generation  and  later,  during  the  1920s,  the 
company  was  sold.  During  the  Depression  it  was 
repossessed  and  the  family  reacquired  it  in  the  late 
1930s. 

Growing  up,  Peter  Pope  knew  that  the  business 
in  which  his  family  served  for  more  than  a  century 
was  there  for  him.  His  father,  who  controlled  51 
percent  of  the  stock,  wanted  it  that  way.  The  two 
eldest  of  Peter  Pope's  four  children,  Maria  and  Emily, 
work  outside  Pope  &  Talbot;  Maria  is  an  analyst  at  a 
major  Wall  Street  investment  firm,  and  Emily  is  in 
advertising.  'They're  both  doing  well  and  I  wouldn't 
force  them  into  our  business.  My  children  will  be 
allowed  to  make  their  own  choices."  4 


There  are  many  forms 
lative  Amaican  art.Tliis 
be  one  you  drink. 


WILD  TURKEY 

8  years  old,  101  proof,  pure  Kentucky 

OF  WILD  TURKEY'/lOl  PROOF  ANYWHERE"  CALL  1  800  CHEER  UP  'EXCEPT  WHERE  PROHIBITED  KENTUCKY  STRAIGHT  BOURBON  WHISKEY  ALC  BY  VOL  50  5%  AUSTIN  NICHOLS  DISTILLING  CO ,  LAWRENCEBUR&  Kr©1989 
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Pi^have  examined  nine  diverse  American  family  businesses. 
Each  is  unique.  Whether  we  are  describing  the  140-year- 
old  Oregon  lumber  and  paper  products  company,  headed  by  a  fifth- 
generation  family  member,  or  a  Chicago  restaurant  entrepreneur  who  is 
actively  involved  in  the  company  he  founded  18  years  ago,  we  note  the 
same  sound  universal  business  principles  that  make  family  businesses 
survive  and  thrive. 

Among  these  standards  are  persevercince,  plcinning  for 
succession,  producing  quality  products,  providing 
unsurpassed  customer  service,  encouraging  employee  involvement— all 
essential  ingredients  of  the  American  dream. 

The  companies  profiled  are  just  a  sample  of  the  success 
stories  in  the  United  States  today.  Other  well-known 
American  family-founded  businesses  are  Kellogg,  Ford  Motor  Company, 
Wang  and  Levi  Strauss,  to  name  a  few.  They  are  all  inspirations  to 
entrepreneurs  everywhere. 

These  stories  of  men  and  women  who  have  developed 
prospering  fcimily-run  companies  serve  as  evidence  that  the 
attainment  of  the  American  dream  is  very  much  a  reality.  Through 
commitment  and  proper  planning,  the  ideas  of  today  have  the  opportunity 
to  become  the  household  ncimes  of  tomorrow.  ♦ 
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"It's  a  simple  formula. 
The  more  power  under  the 
hood,  the  faster  you  qo.  WelL 
1  just  found  a  386 PC  with  a 
Ferrari  engine" 

t 

1 

J 

ZENITH  INNOVATES  AGAIN 


TM 


Racing  at  8.2  MIPS^  Zenith  shatters  the  33MHz  speed  barrier  with 
one  of  the  fastest  Intel386"^  workstations  ever  built. 

Even  after  you  see  it,  you  still  might  not  believe  that  any  386/33  workstation 
can  deliver  such  unprecedented  speed  and  reliability  as  Zenith  Data  Systems' 
Z-386/33.  But  it's  true. 

Up  to  30%  faster  than  many  25MHz  desktops,  Zenith's  Z-386/33  even 
exceeds  the  limits  of  other  33MHz  systems.  In  fact,  its  super-fast  processor,  disk 
and  memory  subsystems  give  you  uncompromising  performance.  So  you  can 
blaze  through  the  most  demanding  scientific,  engineering  and  manufacturing 
applications  at  an  almost  unheard  of  8.2  MIPS. 

For  those  who  need  25MHz  power,  there's  the  Zenith  Z-386/25.  It,  too,  gives 
you  high-powered  file  serving,  CAD/CAM/CAE,  multi-tasking  and  multi-user 
capabilities.  And  each  lets  you  take  advantage  of  thousands  of  industry  standard 
peripherals  as  well  as  such  advanced  operating  environments  as  MS  OS/2® 
and  SCO™  Xenix.* 

Both  32-bit  powerhouse  workstations  also  let  you  add  hard  drives  and  up 
to  64MB  of  memory  to  keep  pace  with  your  growing  needs.  Plus,  they  come 
standard  with  MS-DOS.'  And  all  hard 
drive  models  even  include  Microsoft' 
Windows/386. 

So  if  you  need  a  faster  workstation  — 
or  the  /as/es?— shift  into  overdrive  with 
Zenith's  Z-386/25  or  Z-386/33  today 
For  the  name  of  your  nearest  Zenith  Data 
Systems  authorized  dealer,  call: 
1-800-553-0350. 
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THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON 


;raphics  simulate  Microsoft*  Wwdows.  a  product  and  trademark  of  Microsoft 
orporation  MS-DOS.  MS  OS/2.  Microsoft  Windows/386  and  Xenix  are 
egistered  trademarks  of  Microsoft  Corporation  SCO  is  a  trademark  of  The 
anta  Cruz  Operation.  Inc  Inlel386  is  a  trademark  of  Intel  Corporation 
Source:  Power  Meter™  VI  5.  The  Database  Croup.  Inc  .  Upland,  CA.  MIPS:  Millions  of  Instructions  Per  Second 
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Insight 
Magazine 
is  now 
fully  paid 
...and 
pulling  strongly  ahead 


Insight's  move  in  April  of  this  year  to  an  all-paid  circulation  was  a  step  in  the 
magazine's  carefully  orchestrated  business  plan.  Our  unprecedented  growth,  from  a 
circulation  of  50,000  at  the  launch  in  September  1985  to  a  one  million  quality- 
controlled,  BPA-audited  circulation  just  15  months  later,  was  the  first  step.  The  swift 
success  of  Insight's  next  move — the  initial  stage  of  converting  its  controlled 
circulation  to  fully  paid — propelled  the  magazine  into  another  leap  forward. 

Without  the  inducement  of  premiums  of  any  kind.  Insight  quickly  attracted  half  a 
million  paying  customers  from  among  the  best  educated  and  most  articulate,  affluent 
and  responsible  people  in  America.  And  the  magazine  is  continuing  to  seek  out — 
because  it  is  written  and  edited /or — just  such  an  audience. 

Insight  helps  already  well-informed  readers  become  better  informed.  It  meets  the 
expressed  needs  of  opinion  leaders  for  in-depth  but  fast  coverage  of  important  trends 
and  events;  for  reporting  that  looks  ahead,  not  back;  for  information  readers  can  use 
in  planning  ahead.  It  is  a  magazine  of  thorough  reporting  and  perspective  on  vital 
issues  which  packages  this  information  in  a  format  that  makes  for  quick  and  easy 
access. 

The  surge  of  loyal,  paid-in-full  readers  to  our  magazine  attests  to  its  increasing 
appeal.  So  does  the  growing  roster  of  advertisers  like  American  Bankers  Association, 
American  Tobacco,  AT&T,  Carillon  Importers,  General  Dynamics,  General  Motors, 
Lufthansa,  Schenley,  TWA,  et  al. 

Take  another  look  at  Insight  as  the  magazine  moves  strongly  and  confidently  ahead. 
And  join  us. 


Suite  1502,  Pan  Am  Building, 

200  Park  Avenue,  New  York,  NY  10166 

Phone  212-599-1730 

Atlanta  404-248-1470 
Boston  617-332-8596 
Chicago  312-346-8810 
Dallas  214-931-9001 
Detroit  313-354-5050 
Los  Angeles  213-670-2334 


Insight 

on  tne  neuis  ^^^X 


"Our  by-the-numbers  decision 
to  go  witii  another  long  distance  company 
turned  out  to  be  a  big  mistake!' 

—a  small  manufacturer 


teeming  AT&T  PRO"  WTS— the  truly  competitive  discount  calling  plan 
that  can  save  you  up  to  38%  on  regular  AT&T  long  distance  rates. 

If  another  long  distance  company 
omised  you  savings,  but  all  you're  get- 
ag  is  foul-ups,  here's  good  news. 
{  Now  small  businesses  can  get  big  sav- 
gs  on  long  distance.  100%  AT&T  quality 
rvice  and  reliability— with  an  average 
vings  of  up  to  38%  over  AT&T  daytime 
tes 

And  you  don't  have  to  change  calling 

itterns,  equipment  or  lines.  What's  more, 
;  ith  AT&T  PRO  WATS,  your  direct-dialed 

r&T  long  distance  calls  are  discounted 

days  a  week,  24  hours  a  day  And  those 

scounts  apply  whether  you  call,  fax  or 

'nd  data,  as  long  as  charges  are  billed  to 

lesame  main  number 
i   AT&T  PRO  WATS  can  save  you: 

Jp  to  38%  on  out- of  state  AT&T  long 

distance  calls 

!  12%  on  many  AT&T  International  calls 
Up  to  15%  on  state- to-state  AT&T  Card 
:alls 

stale  calling  plan  available  in  most  states 


•  10%  or  15%  on  in  state  AT&T  long  dis- 
tance calls* 

The  start-up  fees  and  monthlv  charges 
are  low.  And  since  AT&T  PRO  WATS  calling 
phns  work  on  regular  phone  lines,  .service 
can  begin  almost  immediately 

So  in.stead  of  putting  up  with  foul  ups 
on  call  after  call,  sign  up  with  AT&T  PRO 
WATS  and  get  savings  on  call  after  call. 

Good  reason,  indeed,  to  call  us  first. 

Call  us  first! 
1  800  537-3748,  Ext.  1137 


I  ^DD6 


ATfiiT 

The  right  choice. 


©  1989  AT&T 


Find  out  how  much  you  can  save  with  the 
KltkT  PRO'"  WATS  di,scount  calling  plan. 
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Ciiv  Male  Zip 

Mail  1.)  AW,  FO  Box  15019,  Jacksonville,  FL  322,^2  51119 
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We  may  not  be 
financial  consultants, 
but  we  do  keep 
the  cofiee  coming. 


A  Passion  For  Detail 


CHINA  AIRLINES 


Ani'.lerdom  •  AfitliO'oge  •  Elongkok  •  Dhohron  •  FukuoWa  •  Hong  Kong  •  Horolulu  •  Jakarta  •  Koohsiung  •  tCuolo  Lumput  •  Loi  Angeles  •  Manila  •  New  Votk  •  Oklnowo  •  Son  Francisco  ■  Seoul  •  Singapore  •  laipei  •  Tokyo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


iUMMERTIME,  AND  THE  FED 
flAY  KEEP  EASING 


rhe  economy  at  midyear  is  behaving  much  the  way 
the  Federal  Reserve  Board  wants  it  to.  Economic 
growth  continues  to  cool  off  as  a  result  of  last 
ar's  tightening  of  monetary  policy.  And  fears  of  reces- 
)n  are  receding.  The  Fed's  willingness  to  loosen  up 
2dit  in  early  June  relieves  some  concern  that  the  mon- 
managers  might  overtighten.  And  another  easing 
)ve  could  be  on  the  way  this  summer. 

Right  now,  short-term  inter- 
est rates  are  about  one  percent- 
age point  below  the  federal 
funds  rate,  the  Fed-controlled 
charge  on  interbank  borrowing. 
If  that  spread  continues,  it 
would  justify  another  move  to- 
ward ease.  The  surprising  surge 
in  producer  prices  in  May  no 
doubt  heightened  the  Fed's  cau- 
tion about  inflation,  but  the  fun- 
damental trend  is  improving. 


RETAIL  SALES: 
STILL  MOVING  UP 


I  I  I  I  I  I  I  I  I 

MAY '88  JAN. '89  MAY 

Simons  OF  DOllADS 

DATA:  COMMERCE  DEPT. 


Other  pressures  for  additional  Fed  easing  are  also 
ilding.  The  dollar  has  strengthened  to  levels  that  raise 
ncern  about  U.  S.  competitiveness  abroad.  With  domes- 
demand  slowing,  exports  are  increasingly  important 
the  health  of  the  manufacturing  sector — and  the  econ- 
ly.  Another  central-bank  effort  to  push  down  interest 
tes  would  make  U.  S.  financial  assets  less  attractive 
d  thus  let  some  of  the  air  out  of  the  dollar. 
In  addition  to  supporting  exports,  lower  rates  would 
shion  the  ongoing  slowdowns  in  housing,  autos,  and 
nsumer  spending.  Mortgage  rates,  for  example,  are 
ar  single  digits  again.  And  spending  for  durable 
ods,  where  financing  is  important,  accounts  for  most 
the  recent  slowdown  in  retail  sales. 

CONSUMERS  The  latest  numbers  on  retail  sales  show 
rAKEABIT  that  consumers  haven't  exactly  locked 
away  their  wallets  and  cut  up  their 
MCATION  charge  cards,  but  retail  business  is  clear- 
off.  Sales  rose  a  slim  0.1%  in  May,  to  $141.1  billion 
lart).  And  although  shoppers  are  paying  higher  prices 
c  necessities  such  as  food  and  energy,  they  seem  more 
distant  to  price  hikes  for  discretionary  items. 
The  Commerce  Dept.  revised  the  April  gain  in  retail 
!es  upward  to  1%,  from  the  0.4%  rise  originally  report- 
.  That  means  second-quarter  sales  are  off  to  a  decent 
irt  compared  with  the  first-quarter  average.  Even  if 
:ail  buying  is  flat  in  June,  sales  this  quarter  would  still 
up  4%,  at  an  annual  rate,  compared  with  last  quarter. 
The  problem:  Higher  prices — not  real  volume — ac- 


count for  most  of  the  recent  sales  gains.  Real  retail 
sales,  adjusted  for  prices,  have  been  declining  for  the 
past  six  months.  So  even  after  throwing  in  services,  real 
consumer  spending  is  likely  to  make  only  a  meager 
contribution  to  second-quarter  economic  growth. 

Since  December,  for  example,  the  dollar  value  of  sales 
of  nondurable  goods,  some  three-fifths  of  retail  buying, 
has  risen  by  2.5%'.  But  excluding  food  and  gasoline, 
where  prices  have  risen  rapidly,  softgoods  sales  are 
down  slightly. 

Among  durable  goods,  sales  of  autos  remained  lack- 
luster in  May  and  early  June,  and  weakness  in  housing 
continued  to  cut  into  sales  at  builders'  supply  and  hard- 
ware stores.  Sales  of  furniture  and  appliances,  however, 
still  show  some  strength.  Although  unchanged  in  May, 
they  are        above  their  December  level. 

The  slowdown  in  retail  sales  could  mean  that  consum- 
ers are  curbing  their  appetite  for  credit.  Their  install- 
ment debt  rose  $2.7  billion  in  April,  to  $693.8  billion,  a 
healthy  gain  but  smaller  than  the  $3.7  billion  rise  in 
March  and  the  $5.4  billion  increase  in  February. 

But  the  real  benefit  from  the  softness  in  consumer 
spending  is  that  it  helps  relieve  pressure  on  prices,  par- 
ticularly in  the  goods-producing  sector. 


FOOD  AND 
ENERGY 
COSTS  ARE 
SIZZLING 


It  didn't  look  that  way  in  May.  Producer 
prices  of  finished  goods  rose  a  startling 
0.97c  after  more  subdued  increases  of 
0.4%'  in  both  March  and  April.  But  there 
was  less  to  the  May  jump  than  meets  the  eye.  Excluding 
food  and  energy,  prices  rose  0.5%  following  a  0.1%o  drop 
in  April.  A  one-shot  rebound  in  car  prices,  after  heavy 
discounting  in  April,  was  another  culprit. 

To  be  sure,  inflation  in  fin- 
ished-goods prices  has  acceler- 
ated sharply.  Big  gains  in  food 
and  energy  are  mainly  responsi- 
ble, but  prices  elsewhere  have 
also  sped  up.  Prices  of  finished 
goods  have  risen  by  6.2%  over 
the  past  year.  Even  excluding 
food  and  energy,  prices  rose 
4.5%'  over  the  past  12  months, 
up  from  just  2.8%o  during  the 
previous  year  (chart). 


PRODUCER  PRICES 
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In  the  second  half,  rapid  price  increases  in  energy 
products  aren't  likely  to  be  repeated.  That's  good,  be- 
cause food  prices  could  be  a  problem.  The  Agriculture 
Dept.  has  revised  its  inflation  forecast  for  food  prices 
upward  to  5%  to  7%  in  1989,  from  3%  to  5%.  The  project- 
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ed  10%  drop  in  this  year's  winter-wheat  harvest  is  one 
reason  for  the  more  downbeat  outlook.  The  continued 
shortage  of  rain  in  some  Midwest  farm  states  such  as 
Kansas  and  North  Dakota  is  another. 

PRESSURES    But  excluding  food  and  energy,  change  is 
LET  UP  ON      in  the  wind.  Further  back  in  the  produc- 
MATERIALS    tion  process,  pressures  on  materials 
PRICES         prices  are  easing.  May  prices  for  interme- 
diate goods,  excluding  food  and  energy,  rose  just  0.2%, 
after  no  change  in  April.  And  prices  of  nonfood,  nonen- 
ergy  crude  materials  fell  0.4%  in  May  and  1.1%-  in  April. 

At  both  earlier  stages,  inflation  has  slowed  dramatical- 
ly. Since  November,  prices  of  intermediate  materials, 
excluding  food  and  energy,  have  risen  at  an  annual  rate 
of  4.5%,  down  from  a  6.8%  pace  in  the  previous  six 
months.  And  over  the  past  year,  prices  for  crude  materi- 
als, excluding  food  and  energy,  have  risen  6.6%.  Last 
year  at  this  time,  they  were  soaring  at  an  18.7%  pace. 

This  price  slowdown  is  partly  the  result  of  softer 
industrial  demand,  which  has  freed  up  capacity.  And 
strong  capital  investment  last  year  has  brought  new 
capacity  on  line.  As  a  result,  the  inflation  rates  for 
metals,  paper,  and  chemicals,  for  example,  are  currently 
falling. 

For  now,  finished  goods  prices  are  still  reacting  to 
past  increases  in  materials  costs.  But  with  that  pressure 
now  waning,  the  outlook  for  finished  goods  prices  is 
improving.  In  addition,  lower  prices  for  manufacturing 
materials  will  help  offset  higher  wages,  another  big 
source  of  inflation.  Already,  the  inflation  rate  for  non- 
food, nonenergy  finished  goods  seems  to  be  leveling  off. 

SERVICES  Businesses  are  looking  toward  productivi- 
TAKEA  ty-enhancing  investment  in  order  to  con- 
LEADIN  tain  costs  of  both  materials  and  labor. 
INVESTING  That's  particularly  evident  in  the  non man- 
ufacturing sector — mostly  services — where  productivity 


gains  have  been  poor,  sending  unit  labor  costs  soari 

In  its  latest  survey  of  capital-spending  plans,  taken 
April  and  May,  the  Commerce  Dept.  reported  that  n^ 
farm  businesses  expect  to  expand  their  investments 
new  plants  and  equipment  by  9.9%  this  year,  to  $■ 
billion,  compared  with  last  year's  10.3%c  advance.  Adji 
ed  for  prices,  the  1989  increase  is  estimated  at  6. 
down  from  10.1%  in  1988. 

That  gain  isn't  much  different  from  the  6.3%^^  incre; 
indicated  when  the  survey  was  last  done  in  the  fi: 
quarter,  but  the  timing  of  the  investments  has  chang 
First-half  outlays  were  revised  downward,  while  mo 
spending  is  expected  to  take  place  in  this  year's  last  t 
quarters.  That's  a  big  change  from  the  winter  surv( 
which  projected  an  actual  decline  in  second  half  outlay 
So,  capital  investment  will  continue  to  lift  econon 
growth  between  now  and  yearend, 

In  1988,  manufacturers  paced 
the  increase  in  capital  spending 
with  a  12.8%  boost  in  real  out- 
lays. This  year,  however,  ser- 
vice companies,  faced  with  rap- 
idly rising  wages  and  the  need 
to  raise  productivity,  are  lead- 
ing the  pack  (chart). 

Factories  plan  to  increase 
their  spending  by  only  3.6%c  in 
1989.  But  service  industries, 
such  as  finance,  trade,  and  com- 


WHO'S  BOOSTING 
CAPITAL  SPENDING 
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A  BILLIONS  OF  1982  DOLLARS 
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munications,  expect  to  invest  10.1%o  more  in  new  plar 
and  equipment — no  letup  from  last  year's  10.2%c. 

That  could  bear  fruit  for  the  economy  later  on.  Rig 
now,  the  inflation  outlook  is  especially  poor  in  the  servi 
sector  because  of  its  growing  labor  shortage  and  t 
upward  pressure  that  places  on  wages.  Capital  inve 
ment  by  service  industries  will  increase  efficiency  a 
help  reduce  unit  labor  costs,  taking  pressure  off  inf 
tion.  And  that  could  extend  the  life  of  the  expansion. 


THE  WEEK  AHEAD 


rEDERAL  BUDGET 


Wednesday,  June  21,  2  p.m. 
Most  economists  expect  that  the  federal 
government  will  post  a  $21  billion  deficit 
for  Mav,  not  much  different  from  the 
$22.6  billion  deficit  of  May,  1988.  Al- 
though tax  receipts  are  running  ahead 
of  last  year's  pace,  outlays  probably  in- 
creased as  well.  In  April,  the  govern- 
ment  posted  a  $41.4  billion  surplus, 
;h  .nks  to  a  record  $129  billion  in  reve- 
nue;-. Even  so,  this  year's  deficit  is  ex- 
pected to  be  about  $160  billion. 

DUU^giv  mm%  ORDERS 


Friday,  Jiou'  23,  8:30  a.m. 

The  consen.sus  is  that  new  orders  for 

durable  goods  were  probably  up  a  slight 


0.5%  in  May,  after  rising  2,%  in  April. 
The  May  figure  could  actually  be  much 
higher  if  the  orders  for  new  aircraft  an- 
nounced in  April  and  May  show  up  in 
the  government's  May  data.  Most  econo- 
mists expect  hardgoods  orders,  exclud- 
ing aircraft,  to  be  unchanged  in  May, 
following  a  3.6%  surge  in  April. 

PERSONAL  INCOME  

Friday,  June  23,  10  a.m. 
Personal  income  probably  advanced  0.3% 
in  May,  with  considerable  weakness  in 
wages  and  salaries.  That  is  suggested 
by  the  slight  0.1%  increase  in  nonfarm 
jobs  and  the  0.8%  drop  in  average  week- 
ly pay.  This  should  be  offset  by  contin- 
ued growth  in  interest  income.  In  April, 
personal  income  rose  0.4%. 


CONSUMER  SPENDING 


Friday,  June  23,  10  a.m. 
Consumers  probably  increased  thu' 
spending  by  a  modest  0.4%  in  May.  1i 
latest  retail  sales  figures  suggest  non(- 
rable-goods  spending  was  flat,  and  n(- 
auto,  durable-goods  purchases  were  ) 
by  about  0.3%.  Auto  sales,  howev, 
dropped  sharply.  Service  spending  cc- 
tinued  to  grow  strongly  in  May.  i 
April,  consumer  spending  rose  a  robic 
1.1%,  thanks  to  a  13.2%'  jump  in  c* 
sales.  The  expected  May  increase,  afi' 
adjusting  for  price  changes,  would  in- 
cate  that  real  consumer  spending  shoii 
grow  at  about  a  1%  annual  rate  in  t; 
second  quarter,  about  the  same  as  > 
sluggish  1.1%  pace  of  the  first. 
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Why  build  a  printer  that 
can  print  standing  on  its  head 
when  all  you  want  is 
outstanding  letter  quality? 

The  answer  is  better  quality  printing. 

We  made  our  new  300  Series  24-pin  printers  more 
rugged  than  they  have  to  be  and  more  reliable  than 
ever.  We  built  in  a  patented  optical  sensor  and  linked  it 
with  a  unique  rack  and  pinion  printhead  drive. 

So  you  get  more  accurate  printhead  positioning.  And 
that  means  outstanding  letter  quality. 

All  in  a  printer  so  stable  it  works  upside  down. 


But  even  right  side  up,   you  get 
letter  quality  printing  this  good. 


Our  engineers  call  this  "championship  specs."  More 
than  3  million  loyal  users  call  it  rugged  reliability.  And 
it  shows  in  the  quality  and  performance  of  every 
printer  and  modem  we  make. 

Call  1-800-OKIDATA  for  the  dealer  nearest  you. 


IXIDATA  is  a^registered  Irademark  of  Oki  America,  Inc. 
ii»rque  deposee  de  Oki  America.  Inc. 


an  OKI  AMERICA  company 

We  out  business  on  naner. 


THE  REGULATORS  I 
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REGULATION 
RISES  AGAIN 

UNDER  BUSH,  REAGAN-STYLE  LAISSEZ-FAIRE  IS  OYER 


When  Ronald  Reagan  rode  into 
town  in  1981,  his  saddlebags 
were  bursting  with  proposals 
to  curb  the  federal  government's  regula- 
tory reach.  Backed  by  a  cadre  of  anti- 
regulation  zealots,  the  Gipper  succeeded 
at  routing  what  he  saw  as  a  suffocating 
Washington  bureaucracy.  His  Office  of 
Management  &  Budget  aggressively 
squelched  agencies'  proposed  rules.  Not 
surprisingly,  the  number  of  federal  reg- 
ulators declined  15%  during  Reagan's 
first  term  (chart). 

But  President  Bush's  June  12  clean-air 
initiative  makes  clear  what  business  lob- 
byists had  long  suspected:  Under  a  new, 
more  moderate  Adminis- 
tration, the  regulatory 
pendulum  is  swinging 
back.  Bush  has  replaced 
antigovernment  crusad- 
ers with  nonideological 
problem-solvers.  And  in 
a  marked  shift  from  his 
stint  as  the  head  of  Rea- 
gan's deregulatory  task 
force.  Bush  himself  is 
leading  the  charge  for  a 
clean-air  plan  that  ful- 
fills an  oft-repeated 
campaign  pledge. 

Many  of  the  Bush 
folks  don't  object  to  us- 
ing government  machinery  to  tackle  fes- 
tering problems  left  over  from  the  last 
Administration.  The  result:  Washing- 
ton's ever-resilient  bureaucracy  is  shift- 
ing out  of  neutral  for  the  first  time  in 
this  decade.  "In  1981,  regulatory  reform 
had  a  tremendous  amount  of  enthusiasm 
and  support,"  says  Murray  Wieden- 
baum,  who  chaired  Reagan's  Council  of 
Economic  Advisers.  Now,  he  says,  "it 
has  just  petered  out." 

Is  this  the  era  of  reregulation?  Admin- 
istration officials  won't  go  that  far. 
White  House  domestic  policy  aide  Roger 
B.  Porter  prefers  to  call  the  new  ap- 
proach "a  regime  of  regulatory  reason- 
ableness." 

Whatever  you  call  it,  the  shift  to  a 
more  assertive  regulatory  posture 
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means  that  business,  which  basked  in 
eight  years  of  laissez-faire,  could  be  get- 
ting the  bill  soon.  Bush's  clean-air  pack- 
age, for  starters,  carries  an  estimated 
$19  billion-a-year  price  tag  (page  60). 
Business  has  only  to  read  the  Presi- 
dent's lips  to  figure  out  who'll  pay.  And 
corporate  lobbyists  fear  that  other  ex- 
pensive rules  may  follow.  For  instance, 
the  Administration  is  weighing  plans  to 
promote  greater  competition  in  the  air- 
line industry,  seeking  to  restrain  the 
freewheeling  financial  services  industry, 
and  starting  to  clamp  down  on  health 
and  safety  problems  in  the  workplace. 
Bush's  appointees  are  more  interven- 
tionist than  Reagan's. 
Consider  Treasury  Sec- 
retary Nicholas  F.  Bra- 
dy, one  of  Bush's  clos- 
est advisers.  While 
heading  Reagan's  task 
force  on  the  October, 
1987,  stock  market 
crash,  Brady  called  for 
automatic  trading  halts 
to  control  wild  stock 
swings,  and  he  urged 
other  steps  to  increase 
policing  of  the  markets. 

Other  Bush  economic 
advisers  lack  the  antire- 
gulatory  zeal  of  their 
immediate  predecessors.  And  regulators 
freely  admit  that  Reagan-era  laxity  is 
giving  way  to  a  growing  public  clamor 
for  a  cleaner  environment,  stricter 
health  and  safety  rules,  and  tougher 
oversight  of  business.  "When  you  have  a 
cop  on  the  block,  no  one  runs  the  red 
light,"  says  Federal  Trade  Commissioner 
Andrew  J.  Strenio.  Indeed,  Bush's  regu- 
latory cops  are  already  starting  to  blow 
their  whistles  in  a  variety  of  areas, 
among  them: 

■  Financial  services.  The  Administration 
had  little  choice  but  to  impose  some  dis- 
cipline on  the  collapsing  thrift  industry. 
Bush's  $50  billion  proposal  to  rescue  sick 
savings  and  loan  associations  includes 
stringent  oversight  and  stiff  capital  re- 
quirements. Faced  with  rising  bank  fail- 
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ures.  regulators  are  giving  new  but 
applications  greater  scrutiny,  checHg 
management  backgrounds  and  busirst 
plans  as  well  as  capital  levels.  "Ouin 
dustry  is  being  buried  in  new  laws  ic 
regulations,"  grouses  American  BaniK 
Assn.  lobbyist  Edward  Yingling. 

Stung  by  reports  of  scandal  in  it 
futures  pits,  the  Commodity  Futist 
Trading  Commission  will  soon  prop* 
federal  registration  of  traders,  a  forroi 
licensing.  And  two  years  of  revelat;is 
of  stock-market  manipulation  and  rn 
pant  insider  trading  have  forced  the  e 
curities  &  Exchange  CommissioniiC 
abandon  the  hands-off  approach  favcH 
by  former  Reagan  SEC  (IJhairman  Jw 
S.  R.  Shad.  This  spring,  when  Shearir 
Lehman  Hutton  Inc.  unveiled  a  wa}t( 
unbundle  stocks  from  their  dividess 
the  commission  surprised  many  by  cJ 
lenging  Shearson's  accounting  apprcih 
That  helped  persuade  the  firm  to  of 
the  idea. 
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ut  jroing  SEC  Chairman  David  S.  Rud- 
5n't  shy  about  the  new  activism  in 
icial  regulation.  "The  attitude  that 
market  will  regulate  itself,"  he  says, 
nappropriate  for  the  stock  market." 

^  long  ago  that  view  would  have  been 

:  ded  as  heresy. 

I' le  environment.  In   some  cases, 
are  forcing  Bush's  hand.  In  the 
uf  such  disasters  as  the  Exxon 
^  ez  oil  spill  and  publicity  about  sus- 
■  :'d  cancer-causing  chemicals  on  fruit, 
Administration  is  cranking  up  an 
;  irate  campaign  to  sell  the  clean  air 
P  age. 

e  initiative  includes  bold  proposals 
k  live  acid-rain  emissions  and  to  re- 
^    the  amount  of  toxic  chemicals 
^  ed  into  the  air  by  factories.  Bush 
1;  has  endorsed  a  phaseout  of  the  chlo- 
fi  3ased  compounds  that  deplete  the 
'Sphere's  ozone  layer.  Compared 
his  predecessor,  "this  President  is 
concerned  about  coming  out  on  the 


right  side  of  environmental  issues,  says 
Francis  S.  Blake,  former  general  counsel 
of  the  Environmental  Protection  Agency 
under  Reagan. 

■  Transportation.  Samuel  K.  Skinner, 
the  new  Transportation  Secretary,  has 
moved  quickly  to  assuage  public  concern 
over  air  safety  (page  126)  by  requiring 
carriers  to  improve  inspection  and  main- 
tenance procedures  for  aging  aircraft. 
Skinner  also  bucked  Detroit  when  he 
boosted  auto  fuel-efficiency  standards. 
Now  he's  mulling  such  options  as  forc- 
ing airlines  to  divest  their  computer-res- 
ervation systems  and  break  their  long- 
term  gate  leases,  which  give  carriers 
virtual  monopolies  at  airports. 

Even  Reagan  Administration  hold- 
overs on  the  Bush  team  seem  to  be  pick- 
ing up  the  new  activist  spirit.  At  the 
Occupational  Safety  &  Health  Adminis- 
tration, Labor  Secretary  Elizabeth  H. 
Dole,  who  served  Reagan  as  a  market- 
oriented  Transportation  Secretary,  is 


moving  ahead  on  initiatives  bottled  up 
during  the  Reagan  years.  One  recent  ex- 
ample: an  OSHA  proposal  that  directs 
companies  to  hire  monitors  to  assure  ad- 
equate ventilation  for  the  2.1  million 
workers  who  toil  in  confined  spaces. 

Even  if  business  could  blunt  some  of 
Bush's  initiatives,  it  has  to  face  another 
reality:  Strong  regulatory  pressure  is 
also  coming  from  the  Democratic  Con- 
gress. In  addition  to  toughening  Bush's 
clean-air  campaign,  possible  measures 
include  requiring  employers  to  provide 
parental  leave  and  reregulation  of  the 
cable  television  industry. 

The  pendulum  isn't  about  to  swing 
back  to  the  1970s,  when  regulations 
flowed  freely  from  Washington.  But  to  a 
business  community  that  sailed  through 
eight  years  of  Reaganomics,  the  Bush 
Administration's  early  steps  suggest 
choppy  seas  ahead. 

By  Tim  Smart  in  Washington,  with  bu- 
reau reports 
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THE  ENVIRONMENT! 


A  BREATH  OF  FRESH  AIR 
FROM  THE  WHITE  HOUSE 


Environmentalists  see  hope  in  Bush's  plan — and  business  is  trembling 


For  President  George  Bush,  it  was 
the  domestic  equivalent  of  his  stun- 
ning proposal  to  slash  conventional 
troop  forces  in  Europe.  On  June  12,  he 
issued  a  bold  plan  to  reduce  urban  smog, 
tackle  acid  rain,  and  curb  cancer-causing 
pollutants  (table).  And  now,  business 
must  brace  for  sweeping  legislation  that 
would  cover  everything  from  utility 
stacks  to  paint. 

Bush's  acid-rain  proposals  in  particu- 
lar represent  a  virtual  revolution  in  envi- 
ronmental law.  They  would  set  tough 
emission  levels  but  let  utilities  meet 
them  any  way  they  want,  including  the 
purchase  of  "pollution  credits"  from 
companies  that  cut  emissions  way  below 
the  rule.  Some  economists  think  this  con- 
troversial scheme  could  improve  the 
cost-effectiveness  of  pollution  spending 
by  letting  the  market  determine  the 
most  efficient  means  of  control.  "The 
President  has  broken  the  mold,"  says 
Fred  Krupp,  executive  director  of  the 
Environmental  Defense  Fund,  a  pioneer 
in  work  on  pollution  credits.  "This  ap- 
proach gets  the  most  environmental  pro- 
tection for  every  dollar  spent." 


As  flexible  and  inventive  as  it  is. 
Bush's  approach  has  plenty  of  critics. 
Business  worries  the  price  tag  will  be 
much  higher  than  the  Administration's 
$19  billion-a-year  estimate.  "It's  going  to 
impose  a  hardship,"  says  William  D. 
Fay,  executive  director  of  the  Clean  Air 
Working  Group,  the  largest  lobby  on  the 
issue  of  clean-air  laws. 

Congress,  with  the  support  of  environ- 
mental groups,  is  likely  to  up  the  ante. 
Democratic  leaders  insist  that  Bush 
needs  to  get  tougher  on  smog  and  toxic 
air  pollutants.  His  proposal  will  undergo 
months  of  congressional  scrutiny  and  is 
certain  to  be  strengthened.  "Merely  set- 
ting forth  goals  is  not  enough,"  says 
Senate  Majority  Leader  George  J.  Mitch- 
ell (D-Me.).  "There  must  be  a  method  of 
enforcement." 

Bush's  blueprint  would  bring  sharp  re- 
ductions in  sulfur  dioxide  and  nitrogen 
oxide — the  main  culprits  in  acid  rain. 
Emissions  would  have  to  be  cut  by  29%, 
or  12  million  tons,  by  2000.  The  plan 
targets  the  107  worst-polluting  utilities 
in  18  mostly  Midwestern  states  for  the 
biggest  cuts  in  the  first  five  years. 


g  j_^g»S34<S  WOULD  COST  BUSINESS  BILLIONS 


BUSH'S  BID 
TO  CLEAR  THE  AIR 

ACID  RAIN  Sulfur  dioxide  emissions  are 
-4^      to  be  slashed  50%  by  the  turn  of  the 
century.  Under  a  new  scheme,  plants 
that  cut  their  emissions  get  credits  they 
can  sell  to  polluters,  which  would  not 
have  to  reduce  their  emissions  as  much. 
Estimated  cost:  $4  billion  annuaDy 

URBAN  SMOG  Ground-level  ozone 
would  be  halved  through  controls  on 
gasoline  emissions.  The  bill  would  man- 
date alternative  automotive  fuels  where 
smog  is  worst.  Estimated  cost:  $3  billion 
to  $4  billion  annually 

TOXIC  AIR  POLLUTANTS  Releases  of  can- 
cer-causing chemicals  could  be  reduced 
by  75%  by  forcing  factories  to  use  the 
best  available  technology.  The  law 
would  set  a  schedule  for  regulating  ma- 
jor sources  of  toxic  air  pollution  within  a 
decade.  Estimated  cost:  $2  billion  a  year 
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But  a  utility  could  opt  for  a  numberif 
ways  to  comply  with  the  law:  switch 
to  cleaner  natural  gas  or  low-sulfur  c 
installing  scrubbers,  or  buying  pollu 
credits.  The  proposal  also  embra< 
clean-coal  technology,  which  proces; 
coal  so  that  it  burns  more  efficiently 
pollutes  less.  The  technology  is  stillj 
the  development  stage,  and  Bush  wo] 
allow  companies  choosing  this  option 
extra  three  years  to  meet  emission  s 
dards.  Electric  utilities  complain 
they'll  need  at  least  until  2005  to  get 
new  technology  up  and  running. 
BLIND  MONITORS.  However  utilities  o 
ply,  ratepayers  in  states  with  the  mi 
serious  acid-rain  pollutants  will  face 
to  15%  rate  hikes  over  the  next 
years.  An  executive  of  Illinois  Po' 
Co.,  a  large  user  of  high-sulfur  C( 
says  complying  could  cost  customers 
billion  over  30  years. 

Environmentalists  have  other  rese] 
tions.  Under  the  plan,  continuous  m( 
tors,  which  cost  about  $30,000  eaj 
would  have  to  be  installed  on  each  uti 
stack.  But  the  Environmental  Protec 
Agency  m.ay  not  have  the  resources^ 
monitor  the  monitors.  Bush's  approi 
"deserves  a  hard  look,"  says  D; 
Hawkins,  senior  staff  attorney  for 
Natural  Resources  Defense  Counj 
But,  he  adds,  "we  have  questions  ab 
its  enforceability." 

The  President's  effort  to  end  urlfcfiit 
smog  and  toxic  air  pollutants  takes  iKEg 
more  traditional  approach,  mandat  'Siih 
controls  and  timetables  for  the  auto,  imv 
and  chemical  industries.  And  it's  sp  is;  Tjai 
ring  a  more  traditional  debate.  Envir  Eose 
mentalists  think  the  proposed  tailp  iifrites 
emission  levels  aren't  strict  enough.  A  liJtiiL': 
auto  makers  are  upset  that  so  much  Bj 
the  plan  depends  on  their  rnanufactun  Be  da] 
new  cars  that  burn  alternative  fui";;f'i 
such  as  methanol.  ^ 

Bush  wants  1  million  of  these  vehics  ig 
on  the  road  by  1997  in  nine  cities  vAi  .f 
the  worst  ozone  problems,  including  l»s  j 
Angeles,  Houston,  and  New  York,  lit 
without  tax  or  other  incentives,  aio 
company  executives  wonder  how  the  .1- 
ministration  is  going  to  get  people « 
buy  more  expensive  cars  that  run  n 
more  expensive  fuel.  "The  numbers  tly  •  ,, 
are  saying  here  are  pretty  aggressiv" 
says  James  E.  Pasek,  manager  of  fecr-  ^ 
al  activities  for  General  Motors  Cor  s 
environmental  activities  staff.         >     ,  j 

The  Bush  proposal  won't  go  throih 
the  legislative  process  unscathed.  Buit 
is  widely  viewed  as  an  important  stt- 
ing  point.  And  it  could  break  the  logj^i  ;| 
that  has  paralyzed  clean-air  legislatn 
for  more  than  a  decade. 

By  Vicky  Cahan  in  Washington,  u^h  ^ 
Damd  Woodruff  in  Detroit,  James  E.  E^s  . 
in  Chicago,  and  bureau  reports 
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OSTENKOWSKI  ADDS  A  TWIST 
D  THE  TAX  TANGO 


will  consider  capital-gains  cuts — if  Bush  pennits  other  hikes 


MMhat's  behind  all  the  talk  in 
Washington  about  a  revival  of 
V^V  President  Bush's  proposal  to 
tax  rates  on  capital  gains?  Not  what 
might  imagine. 

lackers  of  reduced  taxes  on  gains 
<.  heart  when  House  Ways  &  Means 
imittee  Chairman  Dan  Rostenkowski 
II.)  dropped  a  hint  that  he  would  give 
proposal  a  second  look.  But  he's 
'ing  a  game  aimed  at  smoking  out 
rge  Bush  on  taxes, 
ny  House  Demo- 
ic  support  for  capi- 
fains  cuts  carries  a 
p  price  tag:  Bush's 
king  for  a  hefty 
■cage    of   tax  in- 
ises.    The  money 
Id  be  divided  three 
s:  deficit  reduction, 
ng  for  some  favor- 
Democratic  social 
rams,  and  financ- 
t.he  gains  cut. 
)stenkowski's  ma- 
•ering  is  the  latest 
6  sparring  over  im- 
enting  Bush's  April 
:et  agreement  with 
\  press.  That  deal  re- 
\  iS  House  and  Sen- 
ax  writers  to  find 
t  $5.3  billion  in  new 
nues.    Bush  em- 
id  the  deal,  but  the 
e  House's  refusal 
[  idorse  specific  tax 
ii  has  stalled  budget 
D|  -ess.  The  President 
^  nues  to  insist  the 
H  ;y   should  come 
111   the  capital-gains 
n  A^hich  could  gener- 
t|  .bout  $4  billion  in 
^  1990. 

LIST.  Just  about 
one  accepts  the 
!0j  1  that  a  lower  rate  on  capital  gains 
f\  ates  revenues  in  its  first  year  be- 
a}  it  spurs  investors  to  take  profits, 
iij  ongressional  Democrats — and  most 


E.  Collender,  a  budget  specialist  with 
Price  Waterhouse.  "If  they  don't  move 
on  taxes,  nothing  else  will  happen." 

While  Rostenkowski  and  Senate  Fi- 
nance Committee  Chairman  Lloyd  Bent- 
sen  (D-Tex.)  wait  for  Bush,  they've  been 
tossing  out  little  morsels  to  show  the 
special  interests  what  might  be  in  store, 
if  only  the  President  would  agree  to  a 
tax  bill.  On  June  13,  Finance  voted  to 
delav  for  a  vear  the  effective  date  of 


r 
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;e  analysts — reject  the  Treasury's 
that  a  capital-gains  cut  can  pro- 
money  year  after  year, 
-nwhile,  the  committees  that  must 
'lie  spending  reductions  into  law 
cing  for  Ways  &  Means  to  act  on 
items.  "The  source  of  revenues 
ays  been  the  issue,"  says  Stanley 


so-called  Section  89  antidiscrimination 
rules  for  employee  fringe  benefits — a 
burning  issue  for  small  business.  On  the 
same  day,  a  Ways  &  Means  subcommit- 
tee voted  to  extend  tax  breaks  for  low- 
income  housing  and  rehabilitation  of  his- 
toric buildings. 

Meanwhile,  Rostenkowski  and  Bent- 
sen  are  pushing  the  Democrats'  social 
wish  list.  The  Senate  is  putting  together 
a  bill  to  provide  tax  subsidies  for  child 
care  and  health  insurance  for  low-income 


workers.  The  House  tax  panel  is  assem- 
bling a  package  of  broad  tax  breaks  for 
the  working  poor. 

Rostenkowski  has  also  tossed  into  the 
pot  a  measure  that  ends  banks'  ability  to 
exclude  50%  of  the  interest  they  receive 
on  loans  to  employee  stock  ownership 
plans.  ESOPs  borrow  to  purchase  stock 
from  employers  in  a  technique  that  is 
increasingly  used  by  corporate  execu- 
tives to  keep  shares  out  of  the  hands  of 
potential  acquirers.  Rostenkowski's  in- 
troduction of  the  provision  has  slowed 
lending  to  such  ESOPs  to  a  trickle — ex- 
actly the  effect  he  intended.  But  Rosten- 
kowski has  signaled  he  would  consider 
ways  to  restore  the  tax  break  for  deals 
that  benefit  employees,  rather  than  just 
protect  management. 
'A  GIMMICK.'  The  fate  of  all  of  this  legis- 
lation is  tied  to  the  budget.  In  a  stale- 

 ]  mate,  everything  may 

die.  So  Rostenkowski  is 
trying  to  build  up  a  crit- 
ical mass  of  political 
pressure  that  will  force 
Bush  to  accept  a  mod- 
est tax  hike. 

Capital  gains  is  the 
biggest  chip  on  the  ta- 
ble. One  scheme  being 
discussed  in  Washing- 
ton would  cut  the  rate 
on  gains  to  20%  for  only 
a  year,  then  change  the 
system  entirely  and  be- 
gin to  index  gains  to  in- 
flation. That  would  as- 
sure huge,  one-year 
revenue  gains  and  elimi- 
nate the  need  for  any 
other  tax  increases  in 
fiscal  1990.  But  its  ef- 
fect would  be  to  cause 
massive  churning  of 
portfolios  without  en- 
couraging any  new  in- 
vestment. "It's  purely  a 
revenue  gimmick,"  says 
a  Bentsen  aide. 

There's  another  possi- 
bility: Rostenkowski 
may  choose  to  save  the 
capital-gains  card  for 
next  year's  budget  bat- 
tle. The  best  guess  is 
that  the  1991  deficit  will 
have  to  be  cut  by  a 
steep  $70  billion  to  hit  Gramm- 
Rudman's  $64  billion  target.  Senior  Hill 
Republicans  have  told  Bush  that  such  a 
cut  can't  conceivably  be  achieved  with- 
out a  meaningful  tax  increase. 

The  President  has  not  yet  responded. 
But  Democratic  strategists  believe  that 
a  cut  in  the  capital-gains  rate  could 
make  it  a  lot  easier  for  Bush  to  back 
away  gracefully  from  his  "no  new  tax- 
es" campaign  vow. 

By  Howard  Gleckman  in  Washington 
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HOT  PROPERTY:  MEDIA  MOGULS  ARE  SALIVATING  AT  THE  PROSPECT  OF  A  BUST-UP  SALE 


TIME  INC.  WILL  HAVE  TO 
PULL  A  HOUDINI 


One  thing's  for  sure:  Shareholders  now  expect  to  reap  riches 


In  the  executive  suites  on  the  34th 
floor  of  the  Time  &  Life  Building  in 
New  York,  the  mood  is  dark.  After  a 
week  of  meetings  and  late-night  strate- 
gy sessions,  the  leaders  of  America's 
most  prominent  publishing  and  cable-TV 
company  are  still  struggling  to  find  a 
way  to  save  themselves  from  the  hostile 
$10.7  billion  buyout  offer  from  Martin  S. 
Davis,  CEO  of  Paramount  Communica- 
tions Inc.  Time's  board  of  directors  is 
preparing  its  response,  which  must  be 
made  by  June  20,  three  days  before 
Time's  scheduled  shareholders'  meeting. 
From  the  outside,  the  prospects  look  dim 
for  the  company  that  Henry  R.  Luce 
founded  in  1922." 

Time  CEO  J.  Richard  Munro  and  Presi- 
dent Nicholas  J.  Nicholas  Jr.  appear  to 
be  playing  for  time.  They're  furiously 
probing  for  legal  or  financial  weakness- 
es in  Davis'  bid,  which  is  set  to  expire  on 
July  5.  If  Time  executives  are  unable  to 
discredit  his  offer  and  end  up  concluding 
that  the  company  must  be  sold,  they 
might  be  able  to  cut  a  deal  with  a  friend- 
iier  company  that  can  outbid  Paramount. 
Gmjur  EXPECTATIONS.  Yet  even  with 
that  'eeway,  it's  hard  to  see  how  Time 
will  ',e  able  to  keep  intact  its  stable  of 
magj-.;iines,  books,  cable  franchises,  and 
cable  programming — plus  hang  on  to  its 
proposL  ;  merger  with  Warner  Commu- 
nications Inc.  The  company's  stockhold- 


ers, whose  shares  were  worth  about 
$125  apiece  before  Davis  stepped  in, 
won't  be  happy  now  with  anything  less 
than  the  $175  he  has  offered.  And  they 
might  get  even  more  if  there's  any  truth 
to  rumors  that  the  likes  of  General  Elec- 
tric Co.  might  join  the  fray.  Reflecting 
that.  Time's  stock  has  traded  over  $182. 

Unless  the  company's  directors  are 
willing  to  risk  a  pack  of  lawsuits  from 
aggrieved  shareholders.  Time  will  have 
to  find  a  way  to  give  them  pocketloads 
of  cash.  That  means  the  company  will 
either  have  to  weigh  itself  down  with 
debt  or  sell  some  control  over  the  com- 
pany or  its  assets.  Various  banks  have 
already  given  Time  a  $5  billion  line  of 
credit  to  play  with.  Says  one  media  exec- 
utive who  knows  Time  well:  "The  prob- 
lem is  that  every  route  they  go  down 
takes  them  right  to  the  place  they  were 
running  from." 

While  the  picture  looks  bleak,  Time 
isn't  conceding  defeat  just  yet.  "There's 
not  a  shred  of  belief  that  Paramount  can 
take  over  Time,"  says  one  insider.  An 
adviser  is  said  to  have  told  the  board,  at 
a  six-hour  meeting  on  June  11,  that  "no- 
body ever  got  into  trouble  for  rejecting 
an  offer." 

Might  Time  turn  the  tables  on  Davis 
and  make  a  bid  for  Paramount?  The  di- 
rectors apparently  haven't  ruled  out  that 
possibility,  though  outsiders  take  a  dim 


shi 


view  of  the  option.  Shareholders  wc 
likely  sue  Time's  directors  for  depnis- 
ing  the  price  of  the  company's  st 
while  an  all-cash  bid  is  on  the  table,  ij 
Time's  motives  would  be  suspect 
problem  is,  you  have  Time  saying  de 
bad,  and  for  them  to  go  after  P; 
mount  only  guarantees  them  managi 
survival,"  says  one  media  executive'^ 
bid  for  Paramount  could  cost  as  mucl^ 
$9  billion. 

But  don't  expect  Time  to  raise 
white  flag  and  hold  an  auction  just 
"I  don't  believe  that  was  proposed' 
the  board  meeting,  says  director 
Luce  III.  If  the  company  were  putl 
for  sale.  Luce  expects  that  the  p! 
would  go  much  higher  than  $175.  A 
offer  wouldn't  surprise  him.  The  bc!!c 
"knows  the  value  of  Time,  and  $175  an. 
within  hailing  distance,"  says  an  insic 
If  the  bidding  does  go  higher,  T 
should  be  more  attractive  as  a  cont 
ing  enterprise  than  as  a  bust-up 
Breakup  artists  would  pay  hefty  cap 
gains  taxes  on  the  sale  of  Time's  ass 
which  analysts  say  are  worth  about  i 
a  share.  Company  officials  insist  sh 
holders  would  be  better  served  in 
long  term  if  they  passed  up  Davis'  o: 
of  a  guaranteed  premium  today. 
MURDOCH  MOVES.  Still,  lots  of  media 
ecutives  are  already  checking  their  c: 
it  ratings  in  anticipation  that  some  of 
industry's  most  prestigious  asset 
from  Time,  Warner,  or  Paramoui 
might  soon  be  up  for  grabs.  Investn 
bankers  say  they're  sketching  out  a  \ 
ety  of  scenarios,  including  the  poss 
sale  of  such  famous  magazines  as  Ti 
People,  and  Sports  Illustrated 
doubt  some  British  or  Australian  mc 
will  come  after  these  magazines," 
Jerry  Delia  Femina  of  ad  agency  D 
Femina,  McNamee  WCRS.  "You  canf", 
most  see  Rupert  Murdoch  saliva  if 
over  them,  if  only  to  get  his  pictur^j 
the  cover  of  Time." 

It  didn't  take  long  for  Delia  Femi 
words  to  prove  prophetic:  On  June 
investment  bankers  at  Rothschild 
disclosed  that  Murdoch  has  retai 
them  to  look  for  opportunities.  The 
vious  day,  one  Murdoch  operation 
nounced  plans  to  sell  $287.5  mifoi 
worth  of  preferred  stock.  '. 

Time's  shareholders  are  likely  to  k 
up  happy  with  most  of  the  options  ure: 
discussion.  But  the  prospect  of  a  sal^ai 
split-up  has  filled  many  people  at  Tii< 
Inc.  with  melancholy.  "It's  enougIt( 
make  someone  weep,"  says  And-v 
Heiskell,  who  was  Time's  chairman  o: 
20  years,  including  10  years  as  CEO.je  J':t)j 
fore  he  retired  in  1980.  "They  plar'''"«J 
their  financial  game,  and  it  didn't  wo,',  'af 
By  David  Lieberman,  with  Walecia  in  ■i's. 
rad,  in  New  York  -A 
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Commentary/by  Judith  H.  Dobrzynski 


WHY  DOESN'T  TIME  INC.  JUST  PUT  ITSELF  ON  THE  BIOCK? 


H 


ere  we  go  again:  No  sooner  had 
Paramount  Communications 
Inc.  chief  Martin  S.  Davis  an- 
lounced  his  bid  for  Time  Inc.  than  yet 
.nother  unseemly  and  expensive  tai<e- 
■ver  battle  was  under  way. 
Within  hours,  Time  Chairman  J. 
lichard  Munro  fired  off  a  scorching 
3tter  to  Davis,  recalling  the  history  of 
is  company — the  former  Gulf  &  West- 
rn  Inc. — as  "engulf  and  devour." 
i'^arner  Communications  Inc.  Chair- 
lan  Steven  J.  Ross,  Time's  merger 
artner,  then  sued  Citibank,  Para- 
lount's  financier,  for  violating  an  al- 
!ged  pact  not  to  interfere  with  a 
f&mer  deal.  Meanwhile,  Davis  chal- 
nged  Munro  to  put  the  interests  of 
ime's  shareholders  first, 
[irough  it  all.  Time's  invest- 
ent  bankers  and  lawyers 
;urried  to  preserve  the  merg- 
'  Munro  and  Ross  had  craft- 
1  in  March.  Their  meters 
;ked  away,  running  up  mil- 
ins  of  dollars  in  fees.  And 
ith  other  potential  bidders 
•cling,  the  battle  could  get 
en  nastier  and  more  costly. 
Isn't  there  a  better  way? 
I  iS,  indeed.  Time  could  sim- 
f  put  itself  on  the  auction 
)ck.  Taking  that  step  now 
uld  save  its  shareholders  a 
:  ,  of  money — and  get  them 
?  best  offer.  And  it  might 
'  ire  the  business  world  an- 
ler  embarrassing  spectacle. 
WER  SHIFT.  Time  executives 
?ue  that  the  company  is  not 
•  sale  and  that  their  deal 
th  Warner  would  be  a 
rger  of  equals.  But  several 


its  elements  indicate  otherwise.  If 
!  deal  succeeds,  Warner  sharehold- 
would  own  60%  of  the  new  compa- 
s  stock,  which  itself  would  be  a 
mge  in  control.  Also,  "the  combined 
apany  is  a  different  economic  entity 
h  a  different  board  and  different 
nagement,"  says  Harvey  J.  Gold- 
mid  of  Columbia  University  Law 
lool.  He  says  this  change  in  Time's 
are  "means  they  have  gone  a  way 
'ard  putting  the  company  up  for 
;."  Recent  court  ruHngs  agree — 
h  as  one  implying  that  a  manage- 
it  restructuring  of  Interco  Inc.  v/as 
ivalent  to  a  change  in  control, 
urely,  that's  how  Wall  Street  sees 
e's  situation.  After  Davis  made  his 
on  June  6,  rumors  were  rife  that 


anything  could  happen — that  Time, 
Paramount,  or  Warner  might  be 
bought.  On  June  7,  all  three  stocks 
advanced.  But  since  then,  only  Time's 
price  has  continued  its  upward  march. 
It  has  been  trading  above  Paramount's 
$175-per-share  offer.  While  Time  might 
still  bid  for  Warner  or  make  a  Pac-Man 
offer  for  Paramount,  nearly  everyone 
sees  Time  as  the  object  of  desire. 

Plus,  it's  far  too  late  for  Time  to  call 
off  its  deal  with  Warner  and  "just  say 
no"  to  any  takeover.  Paramount's  cash 
offer,  at  a  38%  premium  over  Time's 
June  6  closing  price  of  $126  a  share, 
scotches  that.  Time's  advisers  would  be 
hard-pressed  to  prove  that  Time  man- 
agement could  get  the  company's  stock 


to  that  level  anytime  soon.  Besides, 
Munro  was  already  taking  much  less 
than  $175  a  share  with  the  Warner 
deal.  Additional  offers  would  make  this 
choice  even  harder  to  defend. 

Legal  experts  say  that  Time  is,  as 
yet,  probably  under  no  clear  legal  obli- 
gation to  put  itself  on  the  block.  But 
neither  was  NWA  Inc.  when,  in  the  face 
of  competing  bids,  it  decided  in  May  to 
appoint  a  special  committee  of  outside 
directors  to  review  all  proposals.  It 
must  be  dawning  on  Time's  manage- 
ment and  board  that  the  company  is 
very  close  to,  if  not  over,  that  line. 

The  nature  of  the  Time-Warner  deal 
also  suggests  that,  in  the  wake  of  the 
Paramount  offer,  it's  time  for  an  auc- 
tion. The  proposed  merger  hinges  on 


an  unwieldy  management  structure 
that  keeps  Munro  and  Ross  as  co-chief 
executives,  with  the  post  eventually 
going  to  Time  President  Nicholas  J. 
Nicholas  Jr.  And  it  contains  a  stock 
swap  that  makes  it  very  hard  for  out- 
side offers  to  succeed.  With  those  fea- 
tures, it's  easy  to  construe  the  deal  as 
a  "management-sponsored"  transac- 
tion— one  in  which  management  has  a 
personal  stake  in  the  outcome. 
HIGHER  STANDARD.  If  the  courts  agree, 
Time's  outside  directors — who  include 
such  notables  as  retired  IBM  Chairman 
John  R.  Opel,  Xerox  Chairman  David 
T.  Kearns,  and  R.  H.  Macy  Chairman 
Edward  S.  Finkelstein — would  no  long- 
er be  shielded  by  the  business-judg- 
ment rule,  which  grants  wide 
latitude  in  decision-making.  A 
court  would  hold  them  to  a 
higher  standard:  They  would 
have  to  show  that  they  creat- 
ed a  level  playing  field  for  all 
bidders,  studied  all  proposals 
carefully,  and  chose  the  best 
one  for  shareholders. 

But  why  wait?  An  auction 
now  might  save  Time  share- 
holders a  bundle.  When  re- 
nowned takeover  lawyer  Mar- 
tin Lipton  advised  Kraft  Inc. 
in  its  defense  against  Philip 
Morris  Cos.  last  fall,  he 
charged  $12  million  for  two 
weeks  of  work — even  though 
Kraft  eventually  agreed  to 
the  bid.  Irving  Trust  Co.  paid 
its  law  firms  an  estimated  $30 
million  in  fees  during  its  15- 
month  battle  to  remain  inde- 
pendent of  the  Bank  of  New 
York — and  it,  too,  failed.  In 


the  free-for-all  for  RJR  Nabisco  Inc., 
investment-banking  fees  alone  topped 
$200  million. 

To  be  sure,  auctions  have  their  own 
problems — how  to  cut  them  off,  for  ex- 
ample. But  they  do  put  all  bidders  on 
an  equal  footing.  And  they  are,  usual- 
ly, the  best  way  to  ensure  the  best  deal 
for  shareholders. 

In  all  likelihood,  that's  what  Time's 
directors  will  decide.  As  in  all  mega- 
deals,  the  glare  of  publicity  will  ensure 
that  the  process  works.  By  acting  now. 
Time's  directors  can  set  standards  for 
the  hundreds  of  smaller  deals  that 
won't  come  under  such  scrutiny.  That 
would  be  an  important  step  toward 
cleaning  up  the  messy  and  wasteful 
process  that  takeovers  have  become. 
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'PULSE  POWER' 
FUELS  A  BID 


Jaycor  wants  Maxwell  Labs' 
futuristic  weapons  technology 


In  sunny  San  Diego,  not  far  from 
where  children  pet  the  dolphins  at 
Sea  World,  a  clutch  of  tiny  compa- 
nies is  studying  the  end  of  the  world. 
Companies  you  probably  never  heard  of, 
such  as  Jaycor,  and  some  a  bit  better 
known,  such  as  Maxwell  Laboratories 
Inc.,  get  millions  to  help  the  Pentagon 
figure  out  how  to  survive  a  nuclear  at- 
tack. They're  also  scurrying  to  build 
weapons  using  laser  beams  and  monster 
pulses  of  electrical  power  to  hit  targets 
on  Earth  and  in  the  heavens. 

This  deadly  research  has  always  been 
important  to  the  military.  Now,  Wall 
Street  has  taken  notice.  On  June  9,  Max- 
well Labs  rejected  a  $17-a-share,  $44  mil- 
lion unsolicited  bid  by  Jaycor  and  its 
physicist  chair- 


MAXWELL  LABS: 
RIGHT  PROSPECTS 


ORDER 
BACKLOG 


III 


84  85  *86  '87  '88 
LLIONSOfOOLURS 

DATA:  COMPANY  REPORTS 


man,  James  A. 
Young. 

Young,  whose 
Jaycor  earned 
$L2  million  on  $66 
million  in  reve- 
nues last  year, 
has  been  eyeing 
Maxwell  for  more 
than  a  decade. 
Vernon  H.  Black- 
man,  vice-presi- 
dent of  Jaycor, 
helped  raise  more 
than  $200,000  to  start  up  Maxwell  in 
1965  and  sat  on  its  board  for  six  years  . 
POWER  FOOD.  What  does  Jaycor  see  in 
Maxwell  that  has  eluded  others,  who 
traded  the  stock  at  no  more  than  Max- 
well's $14.25-a-share  book  value  when 
Jaycor  bid  $17?  For  one,  Jaycor  covets 
Maxwell's  expertise  in  simulating  nucle- 
ar radiation.  That  fits  with  Jaycor's  unit 
that  helps  the  U.  S.  military  study  how 
to  protect  itself  during  nuclear  warfare. 
But  the  real  prize  is  Maxwell's  know- 
how  in  "pulse  power,"  which  can  turn 
bursts  of  stored  energy  into  a  weapon 
that  can  pierce  the  thickest  tank  armor. 

It  was  that  technology  that  brought 
Ivlax'vell  to  national  attention  in  1986, 
vs-ho:;  a  .showed  off  a  gun  that  could 
shoi;!  a  piat.tic  cube  3,000  miles  an  hour 
througl  ^alf-inch-thick  metal.  The  U.  S. 
governir,  r\  awarded  Maxwell  contracts 
to  incorp  ate  pulse  power  into  its  Star 
Wars  deft  .\,e  system.  But  now,  with  SDI 
funding  in  doubt,  Maxwell  is  developing 


JAYCOR'S  YOUNG  AND  BLACKMAN:  EYEING  MAXWELL  FOR  OVER  A  DECADE 


the  technology  for  conventional  warfare. 

Jaycor  obviously  sees  Maxwell's  po- 
tential. With  earnings  of  $2.4  million  on 
$48  million  in  revenues  for  the  nine 
months  ended  on  Apr.  30,  Maxwell  has  a 
backlog  of  $133  million  in  research  con- 
tracts (chart).  While  most  of  that  comes 
from  the  government,  Maxwell  is  look- 
ing increasingly  to  the  private  sector. 
Last  year,  it  bought  a  company  that 
does  submicron  computer-chip  research 
and  secured  a  $20  million  contract  from 
Louisiana  State  University  to  develop 
the  technology  using  pulse  power.  Max- 
well also  has  $6  million  in  funding  from 
three  big  food  companies  to  study  pulse- 
power  applications  in  food  processing. 
'MORE  VIRILE.'  Young  and  Blackman  are 
hardly  strangers  to  Maxwell  or  to  its 
chairman,  Alan  C.  Kolb.  In  the  1960s, 
Young  headed  a  research  unit  of  what's 
now  the  Defense  Nuclear  Agency, 
where  he  reviewed  work  Kolb  did  for 


the  Naval  Research  Laboratory.  In  tfc\ 
1970s,  Blackman  was  president 
S-Cubed,  a  San  Diego  research  lab  tl 
Maxwell  acquired  in  1984. 

Kolb  is  showing  no  warmth  toward 
old  colleague's  overture,  however, 
says  he  intends  to  keep  the  compa 
independent.  Even  if  he  did  sell, 
claims  that  Jaycor's  offer  is  too  low. 

But  now  that  Jaycor  has  moved,  otl' 
suitors  might  be  tempted  to  look  at  Mi 
well's  relatively  debt-free  balance  sheBt5oi;j° 
Samuel  H.  Husbands,  a  Dean  Wit1  ifsj^fj 
Reynolds  Inc.  broker  whose  clients  h( 
close  to  5%  of  Maxwell,  values  the  co 
pany  at  $27  a  share.  But  $17  may  not 
Jaycor's  final  offer.  "The  price  is  son 
thing  that  we  could  negotiate,"  You 
says.  For  a  man  whose  idea  of  fun 
hiking  up  a  mountain  and  jumping  ofi 
cliff  with  a  parachute,  he  might  find  t 
takeover  game  has  whole  new  thrills 
By  Eric  Schine  in  Los  Angel 
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TAKEOVERS  I 


WITH  ALL  THESE  BUYERS, 
AMI  MUST  BE  GETTING  BETTER 


..-.•ca 


After  years  of  falling  margins,  the  hospital  chain  is  a  hot  buyout  target 


If  anyone  doubts  that  the  worst  is 
over  for  health  care  companies,  just 
take  a  look  at  American  Medical  In- 
ternational Inc.  After  three  years  of 
crushing  debt  and  falling  operating  mar- 
gins, the  Beverly  Hills-based  hospital 
chain  is  now  a  hot  item.  Since  early 
June,  it  has  received  two  hefty  takeover 
bids.  And  analysts  say  more  could  be  on 
the  way,  including  one  from  a  group 
headed  by  Fort  Worth  billionaire  Sid 
Bass.  The  Bass-led  RTF  Partners  already 
owns  at  least  11.6%  of  AMI. 


4 


The  fun  started  in  March,  when  AM 
board  announced  a  restructuring  p! 
valued  at  up  to  $1.9  billion  that  woi 
include  a  onetime  dividend  to  sharehi 
ers.  At  the  same  time,  the  board  saic 
would  consider  other  offers.  On  Junej,, 
leveraged  buyout  specialist  Clayton 
Dubilier  joined  with  ami  board  meml 
M.  Lee  Pearce  and  two  former  compa 
executives  to  offer  $24  a  share  for 
company,  or  $1.6  billion.  Three  days 
er,  investment  banker  Brian  M.  Freenc 
stepped  in,  saying  he  would  create 
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ployee  stock  ownership  plan  to  bid 
a  share,  or  $1.8  bilHon. 
Vhy  all  the  fuss  over  a  company  that 
t  year  showed  a  meager  $153.9  million 
operating  earnings  on  revenues  of 
I  billion  and  whose  operating  profits 
off  by  60%,  to  $29.7  million,  so  far 
i  year?  For  one  thing,  the  company 
,  $109  million  in  cash  after  selling  off 
of  its  104  hospitals  in  the  past  year. 
i  some  of  the  remaining  hospitals  sit 
some  choice  real  estate.  But  more 
)ortant,  AMI  has  cut  300  of  its  2,000 
porate  headquarters  jobs  and  pared 
k  to  focus  on  high-end  specialties 
h  as  obstetrics  in  profitable  big-city 
itions.  All  of  this  comes  as  analysts 
diet  that  revenues  of  hospital  chains, 
ir  declining  by  as  much  as  10%  dur- 
the  past  six  years,  could  creep  back 
I  5%  gain  this  year, 
dl  still  has  a  lot  of  work  to  do.  Chair- 
1  Richard  A.  Gilleland,  recruited  ear- 
this  year  by  the  Bass  group  after 
ling  around  pacemaker  manufactur- 
Intermedics  Inc.,  intends  to  slash 
s  further  and  will  sell  more  hospi- 
That  will  help  the  company  whittle 
n  the  $1.3  billion  in  debt  that  re- 
is  from  a  buying  spree  in  the  early 
s.  The  company's  stock,  which  had 
1  trading  as  low  as  11  late  last  year, 
unded  to  18  when  AMI  announced  its 
•ucturing  plan  in  March. 
PED  OUT.  Bidders  have  until  June  29 
j  ake  an  offer.  The  Bass  group,  which 
I  des  financier  Richard  E.  Rainwater 
j  former  Electronic  Data  Systems 
I  .  Co-Chairman  Morton  H.  Meyer- 
has  received  Federal  Trade  Commis- 
approval  to  increase  its  stake  be- 
15%.  At  one  point,  LBO  firm  Kohl- 
Kravis  Roberts  &  Co.  was  said  also 
interested.  The  bidding,  says  ana- 
Steven  Reid  of  L.  H.  Friend,  Wein- 

}&  Frankson  Inc.,  could  go  up  to  $30 
ire,  or  about  $21  billion, 
j  irce,  a  Miami  physician  who  has 
E  agitating  for  greater  efforts  to  im- 
r  ■  margins,  has  been  camped  out  for 
a  at  the  Four  Seasons  hotel  in  Bever- 
'  lis.  At  a  special  board  meeting  on 
u  12,  he  pleaded  the  case  for  his  of- 
i'i  ''reeman,  known  for  his  recent  fu- 
ll fforts  to  broker  a  labor  role  in  a 
e  :'or  Eastern  Air  Lines  Inc.,  is  still 
^  ;  to  line  up  his  financing.  Neither 
y<:  vould  comment  on  his  next  steps. 
'  '  unlikely  winner  in  all  of  this  may 
e  4eland,  who  is  highly  regarded  by 
the  suitors  and  would  probably 
I  to  run  the  show.  "I'm  just  look- 
t  iv  a  business  partner  who  has  a 
'UP  ;ss  vision  for  the  company  which  is 
w  tent  with  mine,"  he  says.  No 
'X  But  right  now,  the  activity  is  fo- 
ils on  a  different  kind  of  vision:  a 
id;  company  that  seems  to  be  attract- 
'1?  lot  of  well-wishers. 

By  Patrick  E.  Cole  in  Los  Am 


PERSONAL  COMPUTERS  I 


FROM  BOOM  BOXES 

TO  BARGAIN-BASEMENT  PCs 


Emerson  takes  aim  at  the  $11  billion  home-office  market 


To  executives  at  Emerson  Radio 
Corp.,  personal  computers  now  are 
as  much  a  consumer  electronics 
product  as,  well,  radios.  The  company, 
which  has  made  its  fortune  largely  by 
slapping  its  name  on  low-priced,  Asian- 
made  boom  boxes  and  TVs,  recently  un- 
veiled a  line  of  IB.M-compatible  PCs  at  the 
Chicago  Consumer  Electronics  Show.  It 
plans  to  sell  the  computers,  with  sug- 
gested retail  prices  of  $999  to  $1,899,  in 
discount  stores,  catalog  showrooms,  and 
consumer  electronics  chains.  Says  Chris- 
topher J.  Daly,  president  of  the  new  Em- 
erson Technologies  subsidiary  in  Van 
Nuys,  Calif.:  "Computers  have  finally 
become  a  commodity  product,  so  they 
lend  themselves  to  our  distribution." 

Emerson  isn't  the  only  company  to 
reach  that  conclusion.  North  American 
Philips  recently  began  hawking  a  Mag- 
navox  line  of  personal  computers  to 
K  mart  Corp.  and  other  mass  merchants. 
And  IBM,  whose  PCjr  bombed  a  few 
years  ago,  may  take  another  run  at  the 
market.  Even  Nintendo  Co.  is  exploring 
ways  of  turning  video-game  fans  into 
home-computer  hackers.  The  new  play- 
ers are  joining  Blue  Chip,  Epson,  Pack- 
ard Bell,  and  Headstart  Technologies, 
now  owned  by  Philips. 
SHORT  MEMORIES.  Stores,  too,  are  going 
gaga  over  computers.  Best  Buy  Co.,  a 
consumer  electronics  chain  based  in 
Bloomington,  Minn.,  began  selling  PCs  in 
its  41  stores  in  October.  Sales  have 
boomed,  says  Marketing  Vice-President 
Lee  Schoenfeld.  "We're  thinking  of  dou- 
bling the  space  devoted  to  computers." 


The  growing  interest  in  inexpensive 
PCs  is  reminiscent  of  the  early  1980s, 
when  the  Commodore  64,  Coleco  Indus- 
tries Inc.'s  Adam,  and  similar  machines 
caught  the  fancy  of  both  retailers  and 
consumers.  The  infatuation  faded  fast 
when  the  average  buyer  found  the  ma- 
chines weren't  good  for  much  more  than 
playing  electronic  games.  Some  stores 
took  a  bath  in  unsold  inventory. 

Emerson  and  others  insist  things  will 
be  different  this  time.  That's  because 
the  target  is  the  $11  billion  home-office 
market,  where  equipment  sales  have 
been  bounding  ahead  at  about  12%  a 
year  since  1987 — twice  as  fast  as  sales 
of  TVs  and  other  traditional  goods,  esti- 
mates market  researcher  BIS  CAP  Inter- 
national. Homes  and  small  businesses 
this  year  will  buy  about  2  million  PCs, 
25%  more  than  in  1988.  "Home  office  is 
the  only  growth  area,"  notes  Frank  Bis- 
ceglia,  senior  vice-president  for  merchan- 
dising for  Nashville-based  Service  Mer- 
chandise Co.'s  324  catalog  showrooms. 

But  does  that  mean  Emerson  Radio 
can  really  become  Emerson  Computer? 
Computer  technology,  unlike  that  of  ra- 
dios and  VCRS,  is  still  evolving  rapidly, 
and  the  machines  will  demand  more  in- 
vestment and  support  than  Emerson's 
current  products.  Says  Emerson  Chair- 
man William  Lane:  "Our  commitment  is 
to  develop  new  technology,  not  just  put 
products  on  the  shelf." 

With  computers,  Emerson  also  plans 
to  dive  back  into  manufacturing.  It  is 
now  a  classic  hollow  corporation — a  de- 
signer and  marketer  that  hires  mostly 
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offshore  producers  to  make  its  goods. 
This  has  paid  off  in  sales,  but  profits 
have  been  erratic  (chart,  page  65).  In  the 
year  ended  on  Mar.  31,  Emerson  netted 
just  SlO  million  on  sales  of  S761  million. 

Emerson's  ace  in  the  hole  with  PC  buy- 
ers is  its  brand  name,  Lane  figures.  Re- 
tailers seem  to  agree.  Fretter  Inc.,  a  Li- 
vonia (Mich.)-based  chain  of  54  consumer 
electronics  stores,  is  negotiating  an  or- 
der, and  Service  Merchandise  and  Best 


Buy  may  soon  pick  up  the  new  computer 
line,  too.  But  rivals  scoff.  "Emerson 
stands  about  as  much  chance  of  success 
as  a  computer  company  would  have  put- 
ting its  name  on  a  TV,"  says  Headstart 
President  Harry  Fox.  But  it's  not  com- 
petitors Emerson  has  to  satisfy.  After 
their  first,  painful  experience  with  low- 
cost  home  computing,  consumers  may 
think  twice  before  buying  the  new  PCs. 

By  Lois  Therrien  in  Chicago 


AUTOS I 


THE  $13,800  MIATA  IS  ALREADY  BEING  HAILED  AS  ONE  OF  THE  WORLD'S  BEST  CARS 


MAZDA  ROLLS  OUT 

A  POOR  MAN'S  MASERATI 


The  carmaker  tries  to  carve  out  a  sporty  image  with  its  new  Miata 


It's  a  throwback  to  the  glory  days  of 
the  British  roadster,  a  time  when 
cars  were  simple  and  pure,  and  their 
owners  tooted  and  waved  whenever  they 
passed  a  kindred  Triumph  or  MG.  They 
were  fun  to  drive  and  the  dickens  to 
repair  But  this  is  no  bucket  of  bolts: 
The  Mazda  MX-5  Miata  that  will  make 
its  debut  on  July  1  is  modern  technology 
masquerading  as  a  classic,  lightweight 
roadster.  Only  813,800,  and  a  convertible 
to  boot. 

But  for  Mazda,  it's  more  than  just  a 
hot  little  car.  It  signals  the  beginning  of 
an  attempt  to  carve  out  a  distinct  image 
for  itself  in  the  increasingly  cluttered 
U.  S.  car  market.  '"Our  problem  in  the 
U.  S.  today  is  not  that  Mazda  has  a  neg- 


ative image  but  a  neutral  image,"  says 
George  J.  McCabe,  group  vice-president 
for  marketing  and  sales  at  Mazda  Mo- 
tors of  America  Inc.  That's  the  result  of 
Mazda's  strategy-  during  much  of  the 
1980s,  when  the  company  simply  posi- 
tioned itself  as  a  lower-priced  Japanese 
alternative  to  Honda  and  Toyota. 
'JAPANESE  BMW.'  Xow,  Mazda  plans  to 
capitalize  on  the  sporty  aura  it  enjoys 
among  car  enthusiasts  thanks  to  its 
RX-7,  the  world's  best-selling  two-seater. 
"It's  almost  a  Japanese  BMW,"  says 
Christopher  W.  Cedergren,  senior  ana- 
lyst at  J.  D.  Power  &  Associates.  With 
the  Miata,  the  company  hopes  to  spread 
that  high-performance  image  to  the 
masses.  Miata  ads  start  airing  next 


month,  but  the  full  campaign  that  ^|1 
launch  Mazda's  new  image  is  un'ir 
tight  wraps  until  mid-August.  To  pus  a 
line  of  vehicles  that  now  runs  fm 
S6,500  economy  323s  to  823,000  premin 
sedans,  it's  likely  to  stress  feelings  o» 
features,  performance  over  price. 

That  strategy  makes  sense  in  the  ti^ 
fic  jam  of  the  U.  S.  auto  market,  Ce*^ 
gren  says.  As  carmakers  move  tow|J 
parity  in  quality,  pricing,  and  sty 
"the  only  thing  that's  going  to  matte  _ 
image,"  he  says.  Mazda  will  spend 
estimated  8140  million  on  national  adA 
the  coming  model  year,  36^'f  more  thai 
spent  last  year.  i' 

The  company's  limited  sales  in 
U.  S.,  now  about  2.h%  of  the  maru 
have  long  kept  the  brakes  on  Maz(| 
image-building.  In  the  1970s,  the 
guzzling  earlier  version  of  the  rotary 
gine  that  powers  the  RX-7  aim 
brought  the  company  down.  Sales 
just  begun  to  recover  in  1981,  when  ttil 
U.  S.  slapped  Japanese  carmakers 
quotas  based  on  previous  sales.  Toe 
with  annual  unit  sales  of  350,000  in 
U.  S.  market,  Mazda  ranks  a  dist 
fourth  among  Japanese  brands  here, 
ter  Honda,  Toyota,  and  Nissan. 
CALIFORNIA  STYLE.  The  Company  be, 
making  changes  a  year  ago,  whei 
merged  its  three  U.  S.  regional  distr 
tion  arms  into  a  single  sales  comps 
Then,  the  new  U.  S.  company's  mam 
ment  added  an  in-house  ad  departm 
shook  up  its  outside  agency,  and  rele, 
ed  longtime  spokesman  James  Game 
voice-overs.  This  spring,  even  Gam 
voice  was  replaced.  "Jim  got  lots  of 
ognition,  but  the  cars  were  getting 
behind  him,"  says  Janet  M.  Thompi 
Mazda's  advertising  vice-president. 

Mazda's  new  look  will  also  refledSB 
overhaul  of  its  product-design  stratt^ 
"The  time  has  passed  when  you  c(l( 
bring  in  a  Japanese  product  adapte(t( 
this  market,"  McCabe  says.  "It's  gotii 
be  designed  to  meet  the  wants  l 
needs  of  the  American  buyer."  hi 
Miata  was  conceived  and  styled  in  Soi 
ern  California  and  engineered  and  111 
in  Japan.  It  will  not  even  be  introdiet 
to  the  Japanese  market  until  later  lii 
year. 

Mazda's  projections  for  the  road« 
are  modest — only  40,000  units  in  hi 
first  year — but  "we  feel  it's  a  good  ''H 
quest'  car,"  Mazda's  Thompson  s*£ 
"It'll  bring  them  into  the  showrooi>. 
There's  no  question  that  it's  alreac  ; 
hot  car.  Even  before  the  Miata  goeioi 
sale,  the  current  issue  of  Road  &  T'iCi 
is  calling  it  one  of  the  world's  five  :s 
cars.  The  only  one  that  bested  the  W  ts 
was  the  Ferrari  Testarossa — 10  tila 
Miata's  price,  at  a  cool  8140,000. 

By  Larry  Armstrong  in  Irvine,  OA 
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'I'm  a  Japanese  banker." 


No,  I  DON'T  SPEAK  JAPANESE.  But  at  Sumitomo 
Trust,  I  don't  have  any  trouble  communicating. 
knd  you  won't  either.  Particularly  if  you're  talking 
real  estate.  We're  Japan's  leading  real  estate  bank. 


We  aim  to  be  a  leader  in  this  country,  too.  So 
whether  it's  commercial  real  estate  financing, 
standby  letters  of  credit,  plant  leasing  or 
just  smart  deal  making,  talk  to  us.  You  won't 
have  any  trouble  communicating.  We  speak 
a  universal  language:  finance.  And  we're 
quite  fluent. 

Money  Out  of  Thin  Air 

The  deal  was  up  in  the  air  until  we  made 
it  happen.  Sumitomo  Trust  came  through 
with  a  $32  mOlion  standby  letter  of  credit  to 
secure  development  rights  for  air  space  over 
the  Julliard  School  at  New  York's  Lincoln 
Center.  We  understand  the  value  of  real 
estate— on  the  ground,  or  above  it. 

Money  Out  of  Old  Air 

The  air  in  the  old  warehouse  was  musty. 
But  the  location  was  terrific,  just  across 
the  Hudson  River  from  Manhattan.  So 
we  didn't  hesitate  to  commit  $230  million 
in  construction  financing  to  convert  the 
1.9  million  square-foot  buUding  into 
something  full  of  fresh  air:  Harborside 
Financial  Center,  a  major  office  develop- 
ment within  sight  of  Wall  Street. 


^Q^  Money  for  Park  Avenue  Air 

When  the  owners  of  Sterling  Drug's  corpo- 
rate headquarters  building  on  Park  Avenue 
in  New  York  City  went  shopping  for  a  mort- 
gage, they  shopped  with  us.  And  we  did  the 
deal:  a  $200  million  first  mortgage  which  we 
then  syndicated  to  eleven  different  banks. 

♦  Don't  Be  Up  in  the  Air 

We've  been  helping  and  advising  Japanese 
institutions  and  corporations  on  everything 
from  plant  and  shopping  center  site  location 
and  leasing  to  real  estate  investments.  If  you 
have  a  real  estate  question,  talk  to  us.  Don't 
be  left  up  in  the  air. 

The  Sumitomo  Difference 

We're  Sumitomo  Trust  &  Banking  Co.  That 
makes  all  the  difference— the  16th  largest  finan- 
cial institution  in  the  world,  and  the  second 
largest  trust  bank  in  Japan.  In  the  United  States 
we  have  earned  the  highest  credit  ratings,  along 
with  powers  of  a  bank  and  of  a  trust  company. 
We  combine  the  capital  strength  and  global 
network  of  a  world-class  bank  with  a  full  scope 
of  financial  services.  And  because  we  know 
that  good  products  and  services  are  no  good 
unless  they're  supported  every  day  for  every 
customer,  we  provide  one  of  the  most  efficient 
and  reliable  loan  administration  services. 

Give  our  Real  Estate  Department  in 
New  York  a  call  now  at  (212)  326-0600.  In  Los 
Angeles,  please  call  (213)  629-3191. 

You'll  like  what  you  hear. 


Sumitomo  iT'ust 

^  &>  Banking  Co.,  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd.  New  York  Branch:  212-326-0600,  Los  Angeles  Agency;  213-629-3191 
Sumitomo  Trust  &  Banking  Co. ,  (U.S.  A.)  212-326-0500 


HEALTH  CARE  I 


HEALTH  CARE  FOR  ALL 

OR  AH  EXCUSE  FOR  CUTBACKS? 


An  Oregon  plan  would  cover  basics  but  trim  overall  medicaid  coverage 


Two  years  ago,  a  national  TV  audi- 
ence was  gripped  by  the  plight  of 
Coby  Howard,  a  seven-year-old  leu- 
kemia victim  from  Oregon.  His  family 
couldn't  afford  the  bone-marrow  trans- 
plant that  might  have  saved  his  life. 
When  the  boy  died,  many  blamed  the 
Oregon  legislature,  which  a  few  months 
earlier  had  voted  to  stop  spending  medic- 
aid funds  on  costly  transplants  that  ben- 
efit relatively  few  patients.  Instead,  it 
voted  to  use  the  money  to  help  thou- 
sands of  poor,  pregnant  women  get 
health  care.  The  episode  earned  John  A. 
Kitzhaber,  a  physician,  Oregon  Senate 
president,  and  author  of  the  medicaid 
measure,  a  reputation  as  the  prophet  of 
a  new  era  of  health  care  rationing — 
along  with  the  sobriquet  "Dr.  Death." 

That  label  hasn't  stopped  Kitzhaber 
from  taking  his  ideas  a  step  further. 
He's  behind  another  bill,  expected  to  be 
passed  by  the  Oregon  House  shortly, 
that  would  provide  basic  health  care  to 
every  poor  person  in  the  state.  It  would 
do  so  by  imposing  new  limits  on  benefits 
under  medicaid,  the  federal-state  pro- 
gram that  provides  health  coverage  for 
the  poor.  The  bill,  which  the  state  Senate 
passed  in  May,  aims  to  rank  all  medicaid 
treatments  in  order  of  importance — with 
the  state  covering  only  those  at  the  top 
of  the  list  (table). 

PRIORITIES.  The  ranking  system,  say  the 
bill's  backers,  will  allow  medicaid  funds 
to  cover  most  of  the  state's  400,000  unin- 
sured. A  companion  bill  would  require 
employers  to  provide  the  same  basic  cov- 
erage to  the  rest  of  the  medically  unin- 
sured. "They  may  not  all  eat  steak," 
Kitzhaber  says,  "but  they  all  will  eat." 


Nobody  likes  doling  out  health  care 
and  making  life-and-death  decisions 
about  who  gets  it.  But  as  the  ranks  of 
the  uninsured  rise  and  soaring  costs 
press  medicaid  budgets,  other  states 
may  follow  Oregon's  lead.  In  Colorado, 
where  medicaid  rolls 
have  swelled  by  28% 
in  four  years,  the 
legislature  has  told 
its  state  medicaid  of- 
fice to  develop  a  pri- 
ority list.  A  Ken- 
tucky foundation  is 
working  up  a  list  of 
recommended  basic 
services  for  650,000 
medically  indigent. 
Alameda  County  in 
northern  California 
is  considering  a 
treatment  ranking 
system  to  serve 
more  of  its  poor. 
"We're  struggling 
with  the  fact  that  we 
have  unlimited  ex- 
pectations and  very 
limited  dollars,"  says 


for  Biomedical  Ethics.  Some  crits 
would  rather  push  doctors  to  redie 
what  studies  say  are  large  numbers  if 
unnecessary  hysterectomies,  Caesanji 
sections,  and  other  procedures. 

Backers  of  the  Oregon  approach  ci- 
tend  that  the  ethicists  overlook  a  baic 
point:  States  are  already  rationij; 
care — arbitrarily.  They  deny  care  wljc 
funds  run  low  by  kicking  people  off 
medicaid  rolls.  In  many  states,  doct* 
refuse  treatment  to  medicaid  benefii- 
ries  because  government  reimbur^ 
ments  are  lower  than  private  insured. 
Most  states  restrict  reimbursements  Br 
some  services,  but  not  according  to  ct- 
sistent  public-hesli 
considerations:  Tly 
may  limit  hospijl 
stays,  say,  but  allis 
pediatric  care.  "C 
gon  is  trying  to  s  I'- 


KITZHABER:  CRITICS  CALL  HIM  "DR.  DEATH 


David  J.  Kears,  director  of  Alameda's 
Health  Care  Services  Agency. 

A  number  of  ethicists  and  health  ex- 
perts are  disturbed  by  such  plans.  They 
argue  that  state  and  federal  govern- 
ments could  afford  more  generous  care 
for  the  poor  by  raising  taxes  or  allocat- 
ing resources  differently.  "To  withhold 
proven,  efficacious  treatment  from 
someone  who  needs  it  does  not  seem 
ethical,"  says  Arthur  L.  Caplan,  director 
of  the  University  of  Minnesota's  Center 


MEDICAL  SERVICES  OREGON 
MAY  PAY  FOR... 


...AND  THOSE  THAT 
MAY  BE  CUT 


*"  F.'i.nily  planning,  prenatal  care,  immu- 
nizai.ions,  nutritional  supplements,  treat- 
ment of  acute  illnesses 

*°  Preventive  dentistry  for  children,  eye 
and  he:iring  exams  for  children  and  the 
elderly,  physical  therapy 

►  Routine  dental  care  for  the  elderly, 
dentures,  Pap  smears 


►  Alcohol  and  drug  abuse  education,  foot 
care  for  the  elderly 

►  Eye  and  hearing  examinations  for  non- 
elderly  adults,  education  programs  on 
suicide  prevention 

►  Routine  dental  care  for  noneiderly 
adults,  programs  for  eating  disorders 

►  Organ  transplants,  cosmetic  surgery 


DATA:  BIOETHICS  CONSULTATION  GROUP  INC 


Let's  ration  ratio: 
ly,'  "  says  forr 
Colorado  Cover: 
Richard  D.  Lan 
now  at  the  Unive 
ty  of  Denver 

MODEL  PLAN? In ( 

gon,  a  commissior 
be  set  up  under  h 
pending  bill  will  e- 
velop  the  prioKj 
list.  A  prelimini5' 
study  by  a  groupsl 
Oregon  doctors,  en- 
cists,  and  commuig 
leaders  provideiif 
model.  The  gnw 
ranked  medical  procedures  by  cost,  B 
saving  potential,  and  the  degree  ix 
which  they  improve  a  patient's  quality 
life.  They  also  looked  at  whether  eilj 
low-cost  intervention  can  head  off  anX 
pensive  crisis  later.  Thus,  they  deci^ 
that  care  for  a  pregnant  woman  li 
weighed  a  child's  liver  transplant.  "Viii 
$500  worth  of  prenatal  care,  you  ID 
avoid  problems  of  low-birthweight  ^ 
bies  that  can  cost  $20,000,"  argues  Fn 
neth  M.  Rutledge,  president  of  the  ("e 
gon  Association  of  Hospitals. 

The  Oregon  experiment  is  beij 
watched  nationwide.  In  one  view,  * 
state's  attempt  to  provide  basic  heli 
coverage  to  its  entire  population  C(il< 
serve  as  a  model  for  an  eventual  natn 
al  health  care  plan.  Others  fear  thatri 
vate  insurers  may  one  day  seize  on* 
Oregon  plan  to  curtail  coverage  shary 
With  the  government  and  private  t! 
ployers  unwilling  to  spend  unlini3i 
sums  on  health  care,  the  tough  choei 
Oregon  has  already  made  will  be  Ifi 
for  the  rest  of  the  country  to  avoid. 

By  Susan  B.  Garland  in  Wa^king-^ 
with  Barbara  Buell  in  San  Francisco  li* 
bureau  reports  : 


Inist 
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"I'm  a  Japanese  banker." 


N05 1  DON'T  SPEAK  JAPANESE.  But  at  Sumitomo 
Trust,  I  don't  have  any  trouble  communi- 
cating. And  you  won't  either.  Especially  if 
you're  a  public-purpose  borrower. 


We  know  the  market,  so  we  can  price  ag- 
gressively. For  enhancements  or  letters  of 
credit,  our  premier  credit  rating  is  a  real  cost 
saver. 

Most  importantly,  we  listen.  That's  the 
way  to  come  up  with  innovative  solutions  to 
thorny  problems.  At  Sumitomo  Trust  we 
communicate  with  all  types  of  tax-exempt 
and  tax-advantaged  issuers.  We  speak  a  uni- 
versal language:  finance.  And  we're  quite 
fluent. 

Credit  Where  Credit  is  Due 

When  the  Fontana  Redevelopment  Agency 
needed  to  borrow  for  critical  infrastructure 
purposes,  it  was  touch  and  go.  Then  we  got  a 
call,  and  we  listened.  Our  letter  of  credit 
offered  the  lowest  possible  interest  rate  and 
most  flexible  terms.  The  deal  was  no  longer 
touch  and  go.  It  was  go— and  it  went  through. 


Underwriting  and  Credit  Facilities 

When  Glendale,  Arizona's  Industrial  Revenue 
Authority  wanted  to  issue  tax-exempt  bonds 
to  refinance  multi-family  housing  for  retirees, 
Sumitomo  Trust  stepped  in  to  secure  the 
$27.5  million  issue. 

When  Texas  school  districts  needed  $115 
million  to  finance  equipment  purchases,  our 
credit  enhancement  made  the  deal  work. 
Now  school  districts  are  at  work  improving 
their  elementary  and  junior  high  schools. 

The  Sumitomo  Difference 

We're  Sumitomo  Trust  &  Banking  Co.  That 
makes  all  the  difference— the  16th  largest  fi- 
nancial institution  in  the  world,  and  the  sec- 
ond largest  trust  bank  in  Japan.  In  the  United 
States  we  have  earned  the  highest  credit  rat- 
ings, along  with  powers  of  a  bank  and  of  a 
trust  company.  We  combine  the  capital 
strength  and  global  network  of  a  world-class 
bank  with  a  fidl  scope  of  financial  services. 
And  because  we  know  that  good  products 
are  no  good  unless  they  are  delivered 
promptly  and  accurately,  we  maintain  one  of 
the  most  efficient  and  sophisticated  opera- 
tions centers  in  the  financial  services  industry. 

Give  our  Public  Finance  Department  in 
New  York  a  call  now  at  (212)  326-0600.  In  Los 
Angeles,  please  call  (213)  629-3191. 

Try  talking  to  us.  You  won't  find  it  hard 
to  communicate.  And  you'll  like  what  you  hear. 


Sumitomo  Trust 

^  &>  Banking  Co.y  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd.  New  York  Branch;  212-326-0600,  Los  Angeles  Agency:  213-629-3191 
Sumitomo  Trust  &  Banking  Co.,  (U.S.A.)  212-326-0500 
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SAATCHI  DECIDES  TO 
STICK  TO  ITS  KNITTING 


►  Highflier  Saatchi  &  Saatchi 
came  down  to  earth  with  a 
thud  on  June  13,  when  it  an- 
nounced its  results  for  the 
half-year  ended  on  Mar.  81. 
Spurred  by  a  57 9^  fall  in  pre- 
tax profits,  to  $35  million,  on 
a  sales  rise  of  127',  to  $686 
million,  the  London-based  ad- 
vertising and  consulting  giant 
is  bent  on  downsizing. 

Saatchi  is  hacking  away  at 
costs  and  reorganizing  its  ad- 
vertising management.  More 
significant,  it's  abandoning 
plans  to  become  the  world 
leader  in  consulting.  On  the 
block  is  management  consul- 
tant Hay  Group,  bought  in 
1984.  Saatchi  will  regroup 
around  its  ad  agencies,  which 
are  showing  some  vigor:  Its 
U.  S.  unit,  Saatchi  &  Saatchi 
Advertising,  has  pulled  in 
$200  million  in  new  accounts 
this  year,  including  Burger 
King. 


THE  S&L  CRISIS 
KEEPS  GETTING  WORSE 


►  The  June  13  release  of  the 
thrift  industry's  first-quarter 
earnings  forcefully  reminded 
Congress  that  the  savings 
and  loan  crisis  is  worsening 
daily.  As  lawmakers  deliberat- 
ed over  the  Bush  Administra- 
tion's $50  billion  s&L  rescue 
package,  they  learned  that 
the  industry  lost  $3.4  billion  in 
the  first  three  months  of 
1989,  up  from  the  $3.2  billion 
of  red  ink  in  the  fourth  quar- 
ter. Banks,  which  are  subject 
to  stricter  regulation  than 
thrifts,  posted  a  record  $7.3 
billion  in  profits,  up  from  $4.9 
billion  in  the  previous  quarter. 


THE  PEil&GON  TUNES 
INTO  HDf¥  RESEARCH 


►  High-definition  TV  is  sup- 
nosed  to  boost  the  U.  S.  elec- 
I  .ronics  and  semiconductor  in- 
!  dii^tries  back  into  the  world 
i.'i^u'ket — with  help  from  Un- 
i  tie  Sarn.  On  June  13,  the  De- 


fense Dept.  took  the  first 
step,  awarding  contracts  to 
five  companies  to  develop 
HDTV  screens  for  consumer 
and  military  applications. 

The  companies  are  NewCo 
of  San  Jose,  Calif.;  Texas  In- 
struments; Projectavision  in 
New  York;  Photonics  Technol- 
ogy of  Northwood,  Ohio;  and 
Raychem  of  Menlo  Park, 
Calif.  "It's  a  step  in  the  right 
direction,"  says  Richard  Iver- 
son,  president  of  the  Ameri- 
can Electronics  Assn.  "But 
there  needs  to  be  additional 
money  to  fund  the  develop- 
ment program." 


THE  VERDICT  IS  IN 
ON  PAUL  BILZERIAN 


►  It  took  Paul  Bilzerian  years 
to  win  credibility  as  a  corpo- 
rate raider  but  only  eight 
hours  for  a  federal  jury  in 
New  York  to  convict  the  Sing- 
er chairman  of  securities  and 
tax  fraud  and  other  charges. 
The  government  won  its  first 
trial  conviction  against  a 
prominent  Wall  Streeter  and 
its  first  jury  finding  that 
stock  "parking"  is  a  crime, 
not  just  a  civil  offense.  The 
June  8  verdict  is  certain  to 
buoy  prosecutors  in  the  up- 
coming trials  of  such  promi- 
nent Wall  Streeters  as  arbi- 
trageur Salim  Lewis,  junk- 
bond  mogul  Michael  Milken, 
and  trader  John  Mulheren, 
who  on  June  14  was  indicted 
for  securities-law  violations. 

Jurors  said  Bilzerian's  own 
testimony  ultimately  did  him 


A  GREAT  LEAP  FOR  MUFFINKIND? 


A  state  bird,  state  flower,  even  a 
state  fossil  (the  trilobite) — Wis- 
consin has  'em  all.  But  alas,  it 
has  no  state  muffin.  Eight  state 
senators  are  seeking  to  remedy 
that  deficiency  by  according  the 
honor  to  the  cranberry  muffin. 
Cranberries  are  the  dairy  state's 
largest  fruit  crop. 

The  idea  first  took  root  among 
second-graders  at  the  Washing- 
ton Elementary  School  of  Mer- 
rill, a  cranberry-rich  area  in  the  north-central  part  of  the  stth 
But  despite  backing  from  Ocean  Spray  and  the  Wisconiji  \ 
State  Cranberry  Growers  Assn.,  the  bill  flopped  last  yet, , 
Adding  to  the  indignity,  State  Senator  Mordecai  Lee  (D-I 
waukee)  even  suggested  an  alternative — the  Egg  McMuffi: 

At  least  the  cranberry  isn't  competing  against  another  fi 
for  the  right  to  be  the  jewel  in  the  m.uffin.  Last  year,  wl 
Wisconsin  chose  a  state  beverage,  it  was  beer  vs.  milk.  ] 
legislators  swallowed  hard — and  voted  for  milk. 


in.  Bilzerian,  38,  faces  up  to 
45  years  in  jail  and  $2.25  mil- 
lion in  fines.  His  sentencing  is 
set  for  Aug.  16,  after  which 
he  plans  to  appeal. 


ASHTON-TATE'S 
NASTY  SURPRISE 


►  Ashton-Tate,  the  No.  3  mi- 
crocomputer software  devel- 
oper, knew  its  second-quarter 
earnings  were  going  to  drop 
below  last  year's  level.  But  on 
June  13,  the  Torrance  (Calif.) 
company  announced  that 
things  were  much  worse  than 
expected:  It  foresees  a  $15 
million  loss  for  the  June  quar- 
ter. The  company  warns  that 
the  September  quarter  might 


wind  up  in  the  red,  t 
The  company  got  a  shi 
on  June  12,  when  wholesal 
indicated  that  they  were  h< 
ing  alarmingly  high  levels 
Ashton-Tate  software,  s; 
Smith  Barney  analyst  T 
Galvin.  The  news  isn't  lik 
to  improve  until  Ashton-T 
ships  an  upgraded  version 
its  dBase  IV  program,  pre 
bly  in  the  third  quarter. 


KRAFT  IS  THE  BIG 
LOSER  IN  THISCONTEi 


►  Those  cheese  whizzes 
Kraft  General  Foods  Gr 
are  none  too  cheerful  th 
days.  Because  of  a  print 
error  in  Sunday  newspaper 
serts  in  Chicago  and  Housi 
the  company's  contest  to  ] 
mote  its  Kraft  Singles  che 
made  virtually  every  playe 
winner.  More  than  a  hund 
Chicago-area  Singles  buj 
apparently  won  the  gri 
prize,  a  $17,000  Dodge  Ci 
van,  while  scores  of  oti 
won  bikes  and  other  freehs 
Kraft  says  it  has  voided  h 
contest  but  may  award  coio 
lation  prizes.  But  some  disp 
pointed   winners   are  in  K 
mood  to  be  consoled:  LawjK 
for  more  than   100  plajfi 
have  filed  two  class  actiii 
charging  Kraft  with  violai^J 
its  contract  with  customer 
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"We're  Japanese  bankers." 


No,  WE  DON'T  SPEAK  JAPANESE.  But  at  the 

Los  Angeles  Agency  of  Sumitomo  Trust  and 
Banking  Co.,  Ltd.,  we  don't  have  any  trouble 
communicating.  When  it  comes  to  public  finance, 
real  estate  and  corporate  finance,  you'll  find  a 
world  of  difference  with  a  financial  partner  who 
knows  how  to  listen.  We  speak  a  universal 
language:  finance.  And  we're  quite  fluent. 


4^  Public  Finance: 

It's  a  Whole  New  World 

Public  borrowers  who  tap  into  our  world- 
class,  top  rank  credit  rating  range  from 
smaller  communities  to  larger  entities.  We 
know  the  local  markets.  We  can  make  fast 
credit  evaluations,  issue  letters  of  credit  and 
develop  other  enhancements.  We  move 
projects  from  the  world  of  finance  to  the 
world  of  schools,  hospitals,  public  power 
and  other  facilities.  It's  a  whole  new  world, 
and  you'll  like  being  a  part  of  it. 

Real  Estate: 

World  Headquarters 

to  World  Trade 

Worldwide  experience  makes  a  difference 
when  it  comes  to  financing  big  real  estate 
projects.  Sumitomo  Trust  is  a  premier  real 
estate  bank  in  Japan,  and  we've  transferred 


our  proficiency  to  the  California  market. 
We've  arranged  financing  for  many  major 
projects  throughout  the  Golden  State, 
including  the  world  headc]uarters  of  the 
Fluor  Corporation,  the  Transamerica 
building  and  the  World  Trade  Center  in  Long 
Beach.  From  world  headc]uarters  to  world 
trade,  we  combine  the  type  of  support  and 
commitment  that  only  a  leader  can  provide. 

^0^  Corporate  Finance: 
For  the  Worldly  Wise 

We've  opened  a  window  for  companies  who 
want  to  access  the  world's  largest,  most 
stable  source  of  funds,  the  Japanese  capital 
markets.  We've  helped  firms  like  Occidental 
Petroleum  and  Weyerhaeuser  list  their  shares 
on  the  Tokyo  Stock  Exchange  and  provided 
stock  transfer  agency  services.  We  can  come 
up  with  more  than  "plain  vanilla"  solutions 
to  complex  problems.  From  innovative 
hybrid  financing  to  cross  currency  swaps, 
our  corporate  finance  expertise  is  worldly 
as  well  as  wise. 

The  Sumitomo  Difference 

We're  the  Los  Angeles  Agency  of  The 
Sumitomo  Trust  &  Banking  Co.,  Ltd. — the 
16th  largest  financial  institution  in  the  world. 
We  combine  our  capital  strength  and  global 
network  with  a  full  range  of  public  finance, 
real  estate  and  corporate  finance  services  for 
the  U.S.  market.  Give  us  a  call  at  (213) 
629-3191.  You  won't  find  it  hard  to 
communicate.  And  you'll  like  what  you  hear. 


Sumitownoli^ust 

^  Banking  Co,,  Ltd. 


We  speak  a  universal  language:  finance 


Sumitomo  Trust  &  Banking  Co.,  Ltd.  Los  Angeles  Agency:  2'13-629-3Wl  New  York  Branch  212-326-0600 
Sumitomo  Trust  &  Banking  Co.,  (U.S.A.)  212-326-0500 


YOUR  CORPORATE  POLICY. 


OUR  CORPORATE  POLICY 


ONLY  CONTINENTAL 
LETS  YOU  RESERVE  AND 
FLY  FIRST  CLASS  FOR  A 
COACH  TICKET 

The  corporate  policy  of  most 
companies  is  to  fly  you  at  tfie  lowest 
available  coacfi  fare.  But  it's  not 
always  eosy  to  book  discount  fares 
for  a  business  trip.  So  sometimes, 
you  fiave  to  fly  on  o  full  coach  fare. 
If  that's  the  case,  you  should  fly  on 
Continental.  Because  our  corporate 


policy  IS  to  fly  you  first  class  for  a 
full  coach  ticket. 

Comfortable,  spacious  seats. 
Legroom.  Delicious  food.  Fine  wine. 
Good  service. That's  Continental's 
first  class.  And  now  it's  all  yours 
for  a  full  coach  fare. 

It's  a  great  way  to  pamper 
yourself.  Not  to  mention  a  great 
business  advantage,  too. 

So  call  your  travel  agent  or 
Continental  at  800-52.5-0280.  And 
ask  for  the  full  coach  fare  that  lets 


you  fly  first  class.  It's  a  reservation 
you'll  be  very  comfortable  with. 

Valid  for  OnePass*  members 
everywhere  we  fly  in  ttie  mainland  U  5. 
except  between  Houston  Intercontinental 
or  Houston  Hobby  and  tfiese  cities: 
Boston,  Los  Angeles,  New  York  City/ 
LaGuardio,  Newark,  San  Francisco  or 
Wastiington,  D.C,  (Offer  valid  between 
Houston  Hobby  ond  Newark.)  In  a  few 
3-class  widebody  aircraft,  your  full  coacin 
fare  lets  you  fly  business  class.  Instant 
OnePass  enrollment  available  at  time  of 
reservation. 


Working  to  be  your  choice. 


CONTINENTAL 
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nil  ALFRED  SIKES  FIX 

HE  POWER  SHORTAGE  AT  THE  FCC? 


n  the  five  years  since  the  breatcup  of  the  Bell  system, 
Congress  has  grown  increasingly  restive  about  federal 
Judge  Harold  H.  Greene's  role  as  the  stern  patriarch  of  the 
ion's  telephone  netvv^ork.  But  Democratic  lawmakers  have 
n  unwilling  to  transfer  the  judge's  powers  to  the  Federal 
nmunications  Commission  as  long  as  it  was  in  the  hands  of 
hard  deregulators.  Their  reluctance  could  end  if,  as  expect- 
President  Bush  appoints  Assistant  Commerce  Secretary 
red  C.  Sikes  as  his  FCC  chairman. 
In  the  central  issues  of  telephone  regulation, 
5S,  who  has  headed  the  National  Telecommuni- 
ons  &  Information  Administration  since  1986, 
sn't  differ  much  from  former  FCC  chiefs  Den- 
R.  Patrick  and  Mark  S.  Fowler.  At  the  ntia, 
complained  that  Greene's  restrictions  on  re- 
lal  telephone  companies  threatened  to  leave 
U.  S.  with  a  "second-class"  phone  system. 
1  he  favors  letting  the  Baby  Bells  move  into 
lufacturing  and  information  services. 
3  why  might  Congress  be  willing  to  give  an 
headed  by  Sikes  a  longer  leash?  Because  the 
ear-old  lawyer  lacks  the  free-market  fervor  of 
ganite  regulators — and  he  may  be  willing  to  yield  on  some 
iumer  issues  of  burning  interest  to  key  lawmakers. 
WD  PLEASER?  Sikes,  siding  with  many  Democrats,  thinks 
e  steps  may  be  needed  to  rein  in  the  commercialization  of 
Iren's  TV.  Last  year.  Representative  Edward  J.  Markey 
lass.),  chairman  of  a  House  Telecommunications  subcom- 
ee,  won  passage  of  a  bill  limiting  advertisements  on  kids' 
fs.  President  Reagan  vetoed  the  measure  at  the  urging  of 
chief  Patrick.  Sikes 's  less  doctrinaire  approach  would  win 
ts  with  both  Markey  and  Senate  Commerce  Committee 
rman  Ernest  F.  Hollings  (D-S.  C). 

itrick's  FCC  outraged  Congress  by  refusing  to  regulate  the 
Jtimes  exorbitant  long-distance  rates  charged  to  callers 
?  phones  in  hotels  and  other  public  places.  Sikes  is  unhap- 
ibout  the  fees  charged  for  these  "alternative  operator 
ces."  And  as  head  of  the  NTIA,  he  pushed  hard  to  open  the 


British  and  West  German  markets  to  U.  S.  telecommunications 
equipment  and  for  government  to  set  an  American  standard 
for  high-definition  TV.  This  is  sure  to  please  trade  hawks. 

Such  stands  could  inspire  Congress  to  do  what  many  observ- 
ers have  long  advocated:  replace  Judge  Greene's  autocracy 
with  a  larger  role  for  the  FCC.  "Sikes  could  restore  institution- 
al confidence  in  the  agency,"  says  one  Republican  House 
staffer.  "We  could  see  a  very  serious  effort  to  return  jurisdic- 
tion to  the  FCC." 

If  Sikes  gets  the  nod,  the  Missouri-born  former 
radio  station  owner  should  be  confirmed  easily. 
His  association  with  Senator  John  Danforth 
(R-Mo.),  the  ranking  GOP  member  of  the  Com- 
merce Committee,  and  his  low-key  style  should 
make  for  smooth  sailing  through  the  Senate. 
TOUGH  ISSUES.  That  doesn't  mean  there  wouldn't 
be  some  static  in  Sikes's  relationship  with  the 
Hill,  however.  Lobbyists  for  the  publishing  and 
cable  TV  industries  will  seek  to  keep  phone  compa- 
nies out  of  the  information  business.  Sikes  would 
be  likely  to  clash  with  Hollings  over  the  South 
Carolinian's  pet  cause:  restoration  of  the  fairness 
doctrine,  which  required  broadcasters  to  provide  evenhanded 
treatment  of  controversial  issues.  Patrick's  FCC  repealed  the 
doctrine,  and  a  bill  restoring  it  was  vetoed  by  Reagan. 

Another  tough  issue  will  be  cable  TV  regulation.  Under  the 
1984  Cable  Act,  the  chairman  of  the  FCC  must  report  to  Con- 
gress next  year  on  the  deregulated  industry.  Many  legislators 
are  furious  about  big  hikes  in  subscription  fees.  Sikes,  who 
says  the  system  of  municipal  franchises  is  "constitutionally 
questionable,"  may  look  for  ways  to  boost  competition — but 
he's  unlikely  to  back  wholesale  reregulation. 

But  for  most  of  the  industry,  a  normal  give-and-take  be- 
tween Congress  and  the  FCC  would  be  welcome  after  the 
gridlock  of  the  Reagan  era.  Just  getting  the  Hill  and  the 
agency  speaking  again  might  clear  the  air — and  pave  the  way 
for  ending  Judge  Greene's  grip  on  the  phone  business. 

By  Dean  Fount  with  Seth  Payne 


ITAL  WRAPUPI 


VERNORS 


democratic  Lieutenant  Governor  L. 
'Douglas  Wilder  was  the  big  win- 
in  Virginia's  bloody  June  13  Repub- 
n  gubernatorial  primary.  Former 
)rney  General  Marshall  Coleman 
ed  out  his  GOP  rivals,  onetime  Sena- 
Paul  S.  Trible  Jr.  and  Representa- 
Stan  Parris,  but  was  badly  beaten 
in  a  slugfest  that  should  provide 
ty  of  fodder  for  the  Democrats. 

big  question  for  Wilder:  whether 
Old  Dominion  is  ready  to  become 
first  state  since  Reconstruction  to 
t  a  black  governor.  The  stakes  are 
.  Virginia  is  expected  to  gain  an 

House  seat  in  the  1990  reappor- 


tionment. With  the  Democrats  holding 
a  lock  on  both  houses  of  Virginia's  leg- 
islature, control  of  the  statehouse  is 
the  only  way  the  GOP  can  expect  a  fa- 
vorable outcome  in  redistricting. 

THE  NATIONAL  DEBT  

The  days  before  Congress'  August 
recess  are  shaping  up  as  the  time 
for  the  annual  debt-ceiling  crisis.  Cur- 
rent estimates  have  the  Treasury  ex- 
hausting its  $2.8  trillion  in  borrowing 
authority  in  late  August.  But  the  law- 
makers are  planning  to  leave  town  on 
Aug.  5,  and  they  won't  return  until 
after  Labor  Day.  To  prevent  a  govern- 
ment shutdown,  Congress  will  have  to 
act  before  hitting  the  road. 


MINIMUM  WAGE 


Despite  President  Bush's  veto  of 
minimum  wage  legislation,  sus- 
tained by  the  House  on  June  14,  the 
prospect  of  an  increase  this  year  re- 
mains very  much  alive.  The  Democrats 
are  trying  to  put  together  a  new  com- 
promise proposal.  A  key  ingredient: 
raising  the  hourly  rate  from  $3.35  to 
$4.25  over  a  two-year  period,  rather 
than  the  three-year  term  asked  by  the 
White  House.  The  vetoed  bill  called  for 
a  $4.55  wage.  The  Democr-ats  won't  ac- 
cept Bush's  call  for  a  six-month  "train- 
ing wage."  But  they're  ready  to  buy 
the  principle  of  a  lower  rate  for  new 
workers,  if  it's  paid  for  only  60  days. 
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EPSON  PRINTERS 


Even  If  It's  Your 
First  Printer 


Don't  Give  It  A  Second  Thought 


The  new  Epson  LX-filO 


This  is  one  of  the  easiest  decisions  you 
will  ever  make.  Introducing  the  near  letter 
quality  LX-810  and  letter  quality  LQ-510 
from  Epson. 

T)  begin  with,  the  inexpensive  LX-810 
is  the  most  frill-featured  printer  in  its  class— 
The  new  Epson  LQ-510      pcrfcct  for  printing  everything  from  term 
papers  to  personal  fmances.The  LQ-510  is  Epson's  most  afford- 
able letter  quality  printer.  Producing  crisp,  dark  text  and  graphics, 
it  lends  a  more  professional  look  to  any  printed  page. 

Each  offers  features  ordinarily  reserved  for  more  expensive 
printers.  For  example,  Epson's  advanced  SmartPark™  paper 
handling  lets  you  change  between  different  types  of  paper 
almost  instantly  The  convenient  SelecType  panel  makes  for  one- 
touch  selection  of  typestyles,  pitch  and  print  modes. 

Most  important,  both  models  are  backed  by  two  decades  of 
Epson  reliability  quality  and  value. 


EPSON 


Coming  from  the  world's  #  1  printer 
company,  that  means  a  great  deal. 

Epson  printers.  They  re  first  y|||jEN  YOU'VE  GOT  AN  EPSON, 
because  they  last  YOU'VE  GOT  A  LOT  OF  COMPANY. 
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nternational  Business 
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CHINA  I 


THE  SHOCK 
WAVES  FROM 


"NINA'S  ROL^  AS  A  PARTNER  IN  ASIA'S 
m  GROWTH  END  IN  TIANANMEN  SQUARE? 


For  at  leas:  a  decade,  governml 
and  business  leaders  around  • 
world  have  based  their  Asian  thi» 
ing  on  the  belief  that  China  was  an  e 
nomically  developing,  politically  sta  t:-- 
giant.  Now  all  that  has  been  stood  on  tri 
head.  There  is  a  new  China  sjTidrom  tr^; 

The  upheaval  in  China  and  the  d 
hardline  face  of  its  leadership  are  f(  r  :; 
ing  a  major  rethinking  of  Asia's  futv 
Long-standing  configurations  of  geo  - 
litical  and  economic  power  could  unc* 
go  rapid  and  profound  shifts.  At  sue 
are  U.  S.  ties  with  major  Asian  partns 
as  well  as  multibillion-dollar  flows  i 
trade  and  investment. 

The  worst  fear  is  that  the  conserl 
tive  leadership  surrounding  Deng  Xj 
ping  will  retreat  into  an  isolatioi 
damn-the-world  stance.  China  aired 
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laid  the  groundwork  for  a  major 
frontation  with  Washington  over  the 
sence  of  leading  dissident  Fang  Lizhi 
he  U.  S.  embassy  in  Beijing.  Chinese 
horities  have  issued  a  warrant  for  his 
ist  as  an  organizer  of  China's  civil 
leaval  and  are  bitterly  criticizing  the 
5.  for  harboring  him. 
Ihina  also  is  headed  into  a 
wdown  over  control  of  its 
nomy.  Beijing  wants  to  rein 
freewheeling  enterprises  in 
ving  coastal  regions  in  a  bid 
•eassert  a  1950s-style  central- 
lontrolled  economy.  That  is 
ly  to  produce  massive  resis- 
;e  in  southern  China,  where 
isands  of  factories  now  oper- 

independently.  To  assuage 
kers,  the  government  may 
hand  out  new  wage  in- 
ises,  heightening  inflation, 
:h  was  already  running  at 

before  hoardmg  started. 

confusion  is  go'ng  to  make 
xtremely  difficult  for  U.  S. 

other  foreign  companies  to 
strategy  (page  78)  and 

illy  tough  for  Washington  to 

dinate  an  economic  response 

ts  allies. 

LE  EFFECT.  As  the  recogni- 
sets  in  that  aging  Chinese 
liners  are  going  to  exercise 
ir  for  the  foreseeable  fu- 
,  the  ripples  are  spreading 
ily.  Virtually  every  major 
egic  issue  in  Asia  is  affect- 
y  China's  turm.oil.  Vietnam's 
;  to  withdraw  from  Cambo- 
n  favor  of  a  new  coalition 
rnment  may  go  less  smooth- 
Beijing  does  not  help  curb 
Khmer  Rouge.  Rapproche- 
.  between  North  and  South 
a  could  be  set  back,  as 
[  U.  S.  hopes  of  withdrawing 
•s  from  the  South  (box), 
mn's  ties  with  Washington 
are  predicated  on  a  stable 
1 1  and  could  now  undergo  a 
■  e  shift.  The  Japanese  are 

8ng  that  the  Americans  need 
0  more  than  ever  and  that 
trade  pressure  may  have  to 
laxed.  "The  U.  S.  will  have 
cognize  that  Japan  is  the 
^  country  they  can  count  on 
veloping  foreign  policy  in 
^  Asia,"  says  Susumu  Saito, 
f  j  edit  Suisse  Investment  Ad- 

/  Co.  in  Tokyo. 
H  na's  attempt  to  return  its  economy 
ij  status  quo  ante  will  probably  fail. 
fc|  ?n  governments  around  the  world 
■i^  .uspending  export  insurance  and 
ig  Chinese  bond  issues.  Some  U.  S. 
ther  foreign  businesses  will  remain 
in  China,  but  other  countries  are 
ly  scrambling  for  investment  and 


trade  once  presumed  destined  for  China. 
South  Korea,  Taiwan,  Thailand,  and  the 
Philippines  are  angling  for  those  trade 
and  investment  dollars. 

Just  days  after  the  Tiananmen  massa- 
cre. Thai  Prime  Minister  Chatichai 
Choonhavan  told  government  agencies 
to  prepare  for  investments  from  compa- 


THE  U.S.  STANDS  PAT  IN  KOREA 

Before  the  upheaval  in  China,  pressure  was  build- 
ing on  the  U.  S.  to  gradually  reduce  its  46,000 
troops  in  South  Korea.  Washington  seemed  willing  to 
oblige.  Now,  all  bets  are  ofF,  at  least  for  the  moment. 

In  the  face  of  rising  anti-Americanism,  Washington 
had  been  lowering  its  military  profile,  among  other 
things  agreeing  to  move  a  major  military  headquarters 
from  downtown  Seoul.  Pentagon  sources  disclosed  that 
the  Defense  Dept.  was  also  studying  reductions  in 
U.  S.  troop  strength.  Goading  the  Bush  Administration 
was  Senator  Carl  Levin  (D-Mich.),  a  member  of  the 
Armed  Services  Committee,  who  called  for  the  U.  S.  to 
cut  troops  to  10,000  over  five  years. 
'EVEN  MORE  DIFFICULT.'  Although  China  supported 
North  Korea's  invasion  of  the  South  during  the  Korean 
War,  more  recently  China  has  nurtured  economic  ties 
with  South  Korea,  while  allowing  the  North  to  slip  into 
isolation.  China  clearly  stood  for  stability. 

But  now  that  the  hardliners  have  prevailed  in  Bei- 
jing, even  critics  of  the  U.  S.  presence  in  Korea  such  as 
opposition  leader  Kim  Dae-jung  are  calling  for  the 
troops  to  remain  at  current  levels.  Kim  initially  support- 
ed Levin's  proposal  but  changed  his  position  after  the 
Tiananmen  massacre.  And  now.  Levin  acknowledges 
"it  will  be  even  more  difficult"  to  discuss  troop  cuts. 

The  Pentagon  will  continue  to  study  the  issue,  hop- 
ing China's  position  becomes  clear.  Planners  would  link 
any  withdrawals  to  progress  in  North-South  talks.  "All 
of  us  believe  that,  over  time,  the  level  of  U.  S.  forces  in 
Korea  can  go  down,"  soys  one  official.  But  it  may  take 
longer  than  anyone  had  imagined  a  few  weeks  ago. 

By  Dave  Griffiths  in  Washington 


nies  that  might  flee  not  only  China  but 
also  Hong  Kong  and  Taiwan.  Taiwan's 
stock  market,  assuming  that  orders  will 
be  switched  to  Taiwan  from  China, 
soared.  Philippine  Secretary  of  Trade  & 
Industry  Jose  Concepcion  is  also  wooing 
investors.  "Even  if  these  companies 
don't  close  shop  in  China,  when  they 
decide  to  expand,  they  will  look  some- 


where else,  and  I  hope  here,"  he  says. 

With  so  much  at  stake,  Washington  is 
fighting  hard  to  maintain  the  appear- 
ance of  stability  in  ties  with  Beijing.  De- 
spite public  pressure  for  harsher  mea- 
sures, the  Administration  says  it  does 
not  intend  to  risk  any  change  in  China's 
role  as  the  strategic  counterweight  to 
the  Soviet  Union.  Similarly,  opti- 
mists argue  that  China  may 
have  no  alternative  but  to  contin- 
ue relations  with  the  U.  S.  and 
its  Western  allies.  But  the  dark 
fear  of  China  watchers  is  that 
Deng  will  sacrifice  many  foreign 
economic  ties  if  needed  to  rees- 
tablish political  control. 

One  ironic  twist  is  that,  for  the 
moment  at  least,  the  U.  S.  finds 
itself  back  in  a  leadership  posi- 
tion regarding  China,  setting  a 
pattern  for  both  diplomatic  and 
economic  dealings  with  the  Mid- 
dle Kingdom.  The  Administra- 
tion's policy  of  suspending  mili- 
tary ties  while  maintaining 
diplomatic  relations  has  won  ap- 
plause from  most  quarters.  And 
many  companies  from  other 
countries  seem  to  be  in  close 
step  with  U.  S.  attempts  to  resist 
a  return  to  business  as  usual. 
AN  EDGE?  The  exceptions  may  in- 
clude Japan  and  Korea.  Tokyo 
has  not  followed  Washington's 
lead  in  applying  even  mild  sanc- 
tions. "We  need  a  stable  China," 
says  Kazuo  Nukazawa,  manag- 
ing director  of  Keidanren,  Ja- 
pan's federation  of  economic  or- 
ganizations. "Sanctions  may  not 
work  this  time."  Some  Asia 
watchers  believe  that  at  the  first 
sign  of  restored  stability  in  Chi- 
na, Japan  will  plunge  back  in, 
gaining  a  competitive  edge  on 
American  and  European  busi- 
ness. "Is  this  just  a  business  op- 
portunity for  Japan?"  ponders 
Anthony  Kane,  director  of  the 
Asia  Society's  China  Council. 

Even  in  the  absence  of  diplo- 
matic relations  with  China,  Ko- 
rea's two-way  trade  amounts  to 
about  $3.1  billion,  and  Korean 
companies  have  invested  $300 
million  in  China.  Companies  such 
as  Daewoo  and  Samsung  have 
ordered  their  representatives 
back  to  Beijing.  "Why  should 
our  officials  waste  their  time  by 
staying  in  Hong  Kong?"  says  one  execu- 
tive. The  Korean  government  and  com- 
panies are  hoping  to  gain  ground  in  Chi- 
na while  other  nations  grope  for  a 
response.  For  Bush,  the  old  China  hand, 
the  policy  decisions  are  just  starting. 

By  Bill  Javetski  in  Washington,  ivith 
Robert  Neff  in  Tokyo,  Dori  Jones  Yang  in 
Hong  Kong,  and  Laxmi  Nakarmi  in  Seoul 
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CHINA  I 


U.S.  IMPORTERS 

AREN'T  JUMPING  SHIP— YET 


But  many  are  looking  outside  China  for  future  supply  bases 


Like  most  veteran  China  hands,  Vol- 
ume Shoe  International  President 
Jon  Allen  was  aghast  at  the  brutal- 
ity of  the  June  4  Tiananmen  Square 
massacre  in  Beijing.  But  he  was  also 
concerned  for  his  business:  Volume,  a 
unit  of  May  Department  Stores  Co.  that 
operates  2,700  Payless  Shoe  Source 
stores,  imports  85%  of  its  shoes  from 
China.  If  its  Chinese  factories  closed  be- 
cause of  the  political  upheaval.  Volume 
would  be  in  a  serious  bind. 

Hundreds  of  nervous  U.  S.  importers 
found  themselves  in  Allen's  situation. 
While  the  turmoil  did  not  cause  the 
wholesale  shutdown  of  factories  that 
many  feared,  the  China  scare  is  forcing 


the  Christmas  production  now  begin- 
ning, importers  are  scared  that  another 
outbreak  of  unrest — or  a  U.  S.  trade  em- 
bargo— will  leave  them  out  on  a  limb. 

For  now,  most  importers  are  staying 
put  because  they  don't  have  time  to 
transfer  production  and  are  hesitant 
to  abandon  China's  low  manufacturing 
costs  and  easy  distribution  through 
Hong  Kong.  Tyco  Toys  Inc.  and  Hasbro 
Inc.  say  they've  seen  no  major  delays  in 
their  China  plants  and  don't  plan  to 
move  now.  Toymakers  can't  afford  even 
a  mild  snag  in  delivery  of  the  $2  billion 
in  goodies  China  produces  yearly  for 
U.  S.  kids.  Taking  no  chances,  companies 
are  speeding  up  production  to  satisfy 


WAGES  IN  CHINA: 
STILL  THE  LOWEST 


1988  average  monthly 

earnings  in  dollars 

SOUTH  KOREA' 

$633 

TAIWAN' 

598 

SINGAPORE' 

547 

HONG  KONG' 

544 

THAILAND 

80 

PHILIPPINES 

75 

MALAYASIA 

55 

INDONESIA 

55 

CHINA" 

40 

^Includes  bonuses  ond  overtime 
**Excludes  state  subsidies 
DATA:  BW 


A  REEBOK  FACTORY  IN  CHINA:  MOST  COMPANIES  CAN'T  MOVE  ON  SHORT  NOTICE 


a  widespread  reassessment  of  the  com- 
munist nation  as  a  reliable  supplier  of  an 
annual  $48  billion  in  garments,  toys,  ap- 
pliances, and  other  cheap  manufactured 
goods.  If  repression  continues,  there  is 
also  fear  of  a  consumer  backlash.  Many 
name  brand  products,  such  as  those  of 
Nike,  Reebok,  and  Disney  are  made  in 
Chinese  factories.  Concedes  Richard 
Welling,  Nike  Inc.'s  Hong  Kong  produc- 
tion director:  "The  State  Department  can 
put  a  lot  of  pressure  on  us." 
OUT  ON  A  LIMB.  These  plants,  operating 
more  than  1,000  miles  from  Beijing  in 
South  China,  are  running  full  tilt,  espe- 
cially in  Guangdong  province,  which  bor- 
ders Hong  Kong.  But  ethnic  Chinese 
managers  from  Taiwan  a 'id  Hong  Kong 
are  hesistant  about  returning  to  work, 
and  deliveries  are  behind  schedule.  With 


retailers'  entreaties  for  early  delivery. 

The  U.  S.  apparel  industry  faces  a  sim- 
ilar squeeze.  Chinese  factories  already 
are  weeks  behind  on  orders  for  fall  and 
Christmas,  and  a  six-week  delay  "can 
kill  the  whole  season,"  says  Robert  M. 
Frazier,  an  industry  consultant.  Fears  of 
a  shortage  sent  spot  prices  for  undyed 
cotton  fabrics  up  50%  soon  after  the  up- 
heaval in  Beijing.  A  total  shutoff  of  Chi- 
na supplies  would  lead  to  acute  short- 
ages of  materials  such  as  silk  and  ramie, 
says  Jack  Shamash,  president  of  gar- 
ment maker  S.  Shamash  &  Sons  Inc. 
China  produces  80%  of  the  world's  sup- 
ply of  silk. 

There  isn't  enough  factory  capacity 
immediately  available  in  such  neighbor- 
ing countries  as  Taiwan,  South  Korea, 
and  Thailand  to  absorb  the  $4.8  billion  in 


textile  product  orders  placed  in  Chi 
this  year.  New  York's  Gitano  Group, 
major  importer  of  jeans  and  other  g; 
ments  from  China,  has  all  its  ord( 
booked  for  spring  1990.  "It  would 
difficult,  if  not  impossible,  to  place  p: 
duction  anywhere  else,"  says  Sam  > 
senbaum,  Gitano's  import  director. 

But  much  future  business  that  can 
diverted  to  less  developed  Southe; 
Asian  nations  is  at  stake.  Volume's 
len  is  looking  at  investing  in  Indones 
while  Nike  already  is  expanding  existi 
joint  ventures  there.  Pier  One  Impo 
Inc.,  which  buys  nearly  half  of  its  ratt 
items  in  China,  plans  to  look  more  clo 
ly  at  Indonesia  and  Malaysia,  says  Pn 
dent  Marvin  J.  Girouard.  Hong  Ko 
businessmen  are  stepping  up  operati( 
in  Thailand,  says  Jeanne-Ming  Owens 
senior  manager  for  gift  wholesaler 
plause  Inc. 
CREAKY  'OPEN  DOOR'?  China's  Gua 
dong  province  has  two-thirds  of  the 
tion's  $11.5  billion  in  foreign  investme 
and  8,600  joint  ventures  with  He 
Kong  companies  that  churn  out  so 
90%  of  the  Colon 
garments,  toys,  ap 
ances,  and  gifts.  Af 
the  massacre,  deliv 
ies  to  Guangdong  fr 
Hong  Kong  slowed 
two  days,  as  border 
lice  searched  vehic 
and  skittish  Ho 
Kong  truckers  sta; 
home.  Hundreds 
middle  managers  fr 
Hong  Kong  and 
wan,  essential  in 
eign-invested  ventui 
stayed  away  fr 
plants  in  Guangdc 
and  Fujian.  Althoi 
most  have  trick 
back,  the  manag 
have  no  diplomatic  { 


tection  if  they  are  detained  in  China 
The  longer-term  worry  is  that  the 
gime  will  try  to  impose  a  1950s-style  (| 
tralized  economy  if  it  consolidates  p| 
er.  While  most  analysts  doubt  that 
happen,  planners  could  dampen 
"open  door"  entrepreneurial  spirit  t| 
boosted  growth  in  Guangdong  by 
and  in  Fujian  by  21%-  in  the  first  quaibi 
of  1989.  Chinese  Premier  Li  Peng  pr 
ously  tried  to  curb  state  credit  to  s( 
projects  in  a  failed  attempt  to  cool  in 
tion.  If  the  regime's  wrath  broaden; 
include  reformers  who  trod  "the  cap:  sf^jj 
ist  road,"  coastal  areas  may  resist, 
by  that  time,  U.  S.  importers  will  aire 
be  pounding  the  pavement  all  over  A  %, 

By  Dinah  Lee  in  Hong  Kong,  with 
Engardio  and  Amy  Dunkin  in  New 
and  bureau  reports 
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VACATIONERS  ARE  FLIPPING 
OVER  THEIR  CASH  CARDS. 


You  can  get  cash  anywhere. 
At  over  28,000  cash  machines  on  the  Plus 
system*  network— worldwide. 

In  5,745  cities  and  towns  in  the  U.S.,  Canada, 
urope,  the  Far  East  and  the  Caribbean. 

And  wherever  you  are  in  the  U.S.,  you 
'  m  find  a  nearby  cash  machine  by  calling: 
800-THE-PLUS. 

All  it  takes  is  a  cash  or  bank  credit  card  with 


a  Plus  System  logo  on  it. 

So  flip  over  your  cash  card  now.  And  have  a 
carefree  vacation. 


WE  MAKE 
YOUR  CASH  CARD 

WORTH 
FLIPPING  OVER  ^ 


^Plus 

System 
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EUROPE  I 


THE  RACE  TO  STOCK 

EUROPE'S  COMMON  SUPERMARKET 


BSN  paid  billions  for  Nabisco  brands — and  more  food  deals  will  follow 


The  French  don't  mind  paying 
through  the  nose  for  good  food, 
but  this  time  the  bill  was  unusual- 
ly steep.  In  early  June,  BSN,  France's 
largest  packaged-food  and  beverage 
group,  forked  over  $2.5  billion  to  buy  the 
European  cookie  and  cracker  business  of 
RJR  Nabisco  Inc.  At  44  times  aftertax 
earnings,  the  price  was  50'/^  more  than 
some  analysts  expected. 

Yet  BSN  paid  the  asking  price  without 
a  moment's  haggling.  "It  was  an  oppor- 
tunity for  us — and  also  a  risk  if  we 
didn't  do  it,"  says  Christian  Laubie, 
BSN's  financial  director.  As  Europe 
heads  for  a  unified  market  in  1992,  its 
$30  billion  packaged-food  industry  is  one 
of  the  first  to  be  swept  by  a  wave  of 
restructuring.  BSN  and  its  rival  food  pro- 
ducers must  decide  quickly  whether  they 
want  to  eat  or  be  eaten. 
SNACK  SUPREMACY.  The  big  players  are 
already  maneuvering  to  build  strong 
product  lines  around  the  Continent,  rath- 
er than  sticking  to  a  country  or  two  as 
in  the  past.  So  when  Kohlberg  Kravis 
Roberts  &  Co.  put  the  Nabisco  assets  on 
the  block  to  pay  down  debt  from  last 
November's  $24.5  billion  leveraged 
buyout  of  RJR  Nabisco,  it  had  a  captive 
audience.  BSN,  keen  on  extending  its 
domination  of  France's  snack  business 
to  all  of  Europe,  could  not  afford  to  let 
the  operations  fall  into  a  rival's  hands. 

U.  S.  companies  are  also  scrambling  to 
expand  footholds  in  a  European  market 
that  looks  more  lucrative  as  unification 
approaches.  In  recent  weeks.  General 
Foods  Corp.  and  Kraft  Inc.,  both  owned 
by  Philip  Morris,  have  begun  looking  at 
revamping  all  their  European  operations 
to  build  more  cross-border  clout.  Other 
U.  S.  companies  are  stalking  acquisi- 
tions, especially  with  the  dollar's  value 
rising.  Chicago's  Whitman  Corp.,  for  ex- 
ample, wanted  to  buy  many  of  the  Na- 
bisco units.  Now,  the  maker  of  soups, 
sauces,  and  candy  is  looking  for  other 
European  deals. 

''■I I  this  activity 
sprii  -  largely 
from  Lhe  sume  phe- 
nomenon that  con- 
■;olidated  America's 
■)od  industry  in  the 
1  70s:  the  growing 
power  of  supermar- 
kets. Big  European 


chains  like  to  stock  only  top  brands 
backed  by  strong  consumer  advertising. 
"There  is  terrific  pressure  on  the  No.  3 
or  4  brands,"  says  David  Lang,  an  ana- 
lyst with  London's  Henderson  Cros- 
thwaite  Institutional  Brokers  Ltd.  In  ad- 
dition, a  steady  homogenization  of 
consumer  tastes  around  Europe  is  en- 
couraging brands  to  jump  borders. 
Takeovers  are  the  quickest  way  not 


Britain  has  some  of  the  most  enticing 
Analysts  mention  Allied-Lyons,  Rank; 
Hovis  McDougall,  Cadbury  Schweppes 
and  United  Biscuits.  Thanks  to  Britain' 
■free-market  policies,  "we  are  definite! 
more  available,"  admits  Pamela  Lang 
worthy,  business  planning  director  fo 
United  Biscuits  (Holdings)  PLC,  a  cookl 
and  frozen-food  producer  with  sales  o 
$3.7  billion.  In  defense.  United  is  seekini 
its  own  Continental  acquisitions.  It,  toe 
coveted  Nabisco. 
RAIDER  REPELLENT.  In  France,  analyst 
cite  Groupe  Perrier  and  Pernod  Ricar(  j, 
two  beverage  companies,  as  possibl 
takeover  candidates.  Another  targe 
could  be  BSN  itself,  even  though  it's  no\ 
Europe's  fourth-largest  food  concern,  a; 
ter  Nestle,  Unilever,  and  Grand  Metn 
politan.  BSN  earned  $320  million  on  sale 


)0' 


if  flit 


MILES  MORE  AISLES:  THE  DEAL  GIVES  BSN  SHELF  SPACE  IN  BRITISH  AND  ITALIAN  MARKETS 


Will  the  EC  block  future 
acquisitions?  The  current 
merger  activity  looks  quite 
menacing,'  says  an  official 


only  to  build  product  strength  but  also 
to  expand  geographically.  MAC  Group,  a 
consulting  firm,  says  that  Europe's  67 
largest  food  companies  made  fewer  than 
20  acquisitions  a  year  in  the  early  1980s. 
But  after  1985,  the  number  jumped  to 
more  than  40  a  year,  and  it  should  climb 
higher  this  year,  M.'\c  predicts.  No  other 
European  industry  has  seen  as  much  re- 
cent merger  activity.  The  deals  are  also 
getting  bigger.  The  largest  so  far  is 
Nestle's  1988  purchase  of  British  candy 
maker  Rowntree  PLC  for  $4  billion.  Com- 
petition may  get 
so  tough,  predicts 
BSN's  Laubie,  that 
"it  may  soon  be  too 
late"  for  companies 
that  aren't  already 
looking. 

Still,  there  seem 
to  be  plenty  of 
takeover  candidates. 


of  $6.1  billion  last  year,  and  the  Nabisc 
deal  will  lift  sales  an  additional  $1 
billion. 

BSN  Chairman  Antoine  Riboud  hi 
erected  elaborate  takeover  barrier; 
such  as  buying  a  bank  to  subject  a  rai' 
er  to  tough  government  scrutiny.  Mor 
over,  the  Nabisco  acquisition  rais(: 
BSN's  takeover  value  to  perhaps  $15  b 
lion,  analysts  say.  Nonetheless,  "F; 
heard  a  lot  of  people  say  they'd  like  1 
get  their  hands  on  BSN  and  sell  off  tl 
pieces  to  other  companies,"  says  Thorn; 
Seale  of  MAC  Group.  The  company's  lea, 
ing  brands  include  Danone  yogur 
Kronenbourg  beer,  Maille  mustar 
Evian  mineral  water,  and  Panzani  past 
Now,  it  will  also  sell  Ritz  crackers  ar 
Planters  peanuts  in  Europe.  Althoug 
BSN  brass  admit  the  deal  will  weakd 
earnings  this  year  and  next,  the  sa 
makes  BSN  Europe's  biggest  cracktj 
company  and  gives  it  large  markets 


80  BUSINESS  WFEK/JUNE  26,  1989 


INTERNATIONAL  BUSIN 


Everything  OS/2  can  do  for  you. . . 


OS/2™  includes  a  V)uill-in 
graphical  interface 
so  it's  easy  to  use. 


►S/2  lets  you  run  your 
►OS  programs  plus  hundreds 
f  programs  DOS  can't. 


OS/2  lets  you  run  programs  larger 
than  640K,  so  you  can  use 
more  powerful  applications. 


1^  V' 


OS/2  provides  an  optional 
Communications  Manager 
which  allows  easy  networking. 
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()S/2  lets  vou  keep  two  or  more 
-programs  running  at  the  same  time, 
so  you  can  do  more. 


OS/2  lets  you  take  advantage 
of  386 '"  power. 


OS/2  lets  you  take  full  advantage 
of  Micro  Channel!" 


OS/2  provides  an  optional 
Database  Manager  to  make 
managing  information  easy. 


This  offer  lets  you  do  for  less. 

Right  now,  when  you  choose  OS/2,  you  can  get  from  $100 
to  $1,600  hack  on  the  Idnd  of  heavy  duty  memory  that  only 
OS/2  can  handle.  With  this  offer,  the  more  memory  you  buy  (up 
to  8Mh),  the  bigger  your  rebate. 

Plus  you  can  get  thousanfis  of  dollars  in  rebates  on  over  100 
different  OS/2  programs.  You  can  also  get  hundreds  of  dollars  back 
on  modems,  accessory  cards  and  hardware — all  the  things  that 
help  you  do  more  work  in  less  time  with  OS/2. 

So  if  you're  ready  to  move  up  to  all  the  real  advantages  of 
OS/2,  ask  your  IBM  Authorized  Dealer  about  these  rebates  today, 
'lo  find  the  dealer  nearest  you  call  1  800  lBM-2468,  ext  128. 
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Italy  and  Britain  for  the  first  time.  The 
French  company  will  merge  plants  and 
consolidate  distribution. 

Concentrating  production  will  become 
common  for  Europe's  food  giants  as 
1992  eliminates  transportation  barriers. 
Nestle,  for  example,  is  producing  its 
new  Yes  candy  bars  in  Berlin  for  distri- 
bution throughout  Europe.  Quaker  Oats 
Co.,  which  sees  30%  annual  growth  in 


Europe  for  its  ready-to-eat  cereals,  says 
it  will  eliminate  2  of  its  15  European 
plants  and  merge  purchasing  units. 

But  a  snag  could  slow  the  consolida- 
tion movement.  The  European  Commis-' 
sion  in  Brussels  isn't  keen  on  Europe's 
tables  being  supplied  by  a  few  big  com- 
panies. A  proposal  likely  to  win  approval 
later  this  year  would  give  the  commis- 
sion greater  power  to  block  acquisi- 


tions— and  commissioners  seem  eageix 
use  it.  "The  current  merger  acti^? 
looks  quite  menacing,"  says  an  EC  c;i 
cial.  "We  don't  want  an  irreversible  nr 
ket  situation."  That,  however,  seems] 
be  just  what  Europe's  food  giants 
rushing  to  achieve. 

By  Stewart  Toy  in  Paris  and  Richard 
Melcher  in  London,  with  Lois  Therrier 
Chicago  and  bureau  reports 
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SOVIET  UNION  I 


'HEY!  WANT  A  HOT  LITTLE  ALLOY 
FROM  SHEMYAKIN?' 


The  Soviets  get  serious  about  selliiig  their  high  tech  to  the  West 


The  location  is  a  Renaissance  abbey 
in  Genoa.  The  center  of  attention  is 
a  Soviet  salesman,  and  the  subject 
is  high  tech.  "I  guarantee  you,"  whis- 
pers Mikhail  Korolev,  adjusting  a  knob 
on  a  little  oblong  electronic  device  that 
looks  something  like  a  1950s'  Geiger 
counter,  "this  has  been  top,  top  secret." 
He  waves  a  perfumed  cigarette  over  the 
gadget,  an  instrument  for  measuring 
magnetic  fields. 

Korolev's  sales  pitch  is  part  of  an  am- 
bitious new  effort  by  the  Soviets  to  mar- 
ket their  technology  to  the  West.  Koro- 
lev was  one  of  80  Soviet 
scientists  and  techni- 
cians who  set  up  an  ex- 
hibit in  Genoa  to  display 
their  research  to  the 
Italian  business  commu- 
nity. Soviet  research  is 
extensive:  The  country 
boasts  more  scientists 
and  engineers  than  any 
other  in  the  world,  and 
it  spent  some  $25  billion 
last  year  on  military-re- 
lated .science  alone.  But 
only  a  small  proportion 
of  the  $107  billion  in 
annual  Soviet  exports 
consists  of  sophisticated 
civilian  technology.  Although  the  Soviets 
are  eager  to  translate  their  scientific 
achievements  into  products  for  export, 
"they  have  no  idea  of  the  complex  pro- 
cess by  which  a  prototype  becomes  a 
product  for  the  market,"  says  Giuseppe 
Veredice,  head  of  research  and  develop- 
ment at  Finmeccanica,  Italy's  largest 
ivieehanical  engineering  group. 
SHOW  AND  SELL.  The  Italians,  who  see 
technological  transfer  as  a  new  way  of 
conducting  trade  with  the  Soviets,  are 
trying  to  help.  Last  January,  a  team  of 
executives  and  researchers  from  IRI,  the 
$'11  billion  state-owned  industrial  and  fi- 


nancial holding  company,  traveled  to 
Moscow  to  pore  over  research  from 
more  than  150  Soviet  labs.  Although  the 
Italians  found  the  Soviets  behind  in 
some  areas,  they  were  surprised  by  their 
developments  in  surgical  implants,  rare 
earth,  permanent  magnets,  and  compos- 
ite materials.  "There's  no  doubt  that  in 
some  fields  they  are  very,  very  ad- 
vanced," says  Luigi  Donato,  president  of 
Iritech,  a  $60  million  venture  capital 
group  created  last  year  by  IRI. 

The  Italians  helped  the  Soviets  select 
some  300  devices  and  technologies  for 


the  Genoa  exhibit.  The  affair  was  more 
show  than  hard  sell.  But  some  deals 
were  cut  on  the  spot,  including  one  by 
Iritech  to  license  Soviet  knowhow  in 
prosthetic  devices.  The  Italians  say  they 
are  ready  to  license  several  other  Soviet 
techniques,  particularly  in  biotech.  The 
Soviets  are  already  involved  in  a  small 
joint  venture  in  Sardinia  to  produce  in- 
dustrial membranes. 

Visitors  found  the  Soviet  scientists, 
like  all  salesmen,  to  be  eager.  One  Rus- 
sian company  official  began  a  conversa- 
tion by  claiming  that  his  firm  had  sold 
General  Motors  Corp.  an  electron  micro- 


scope, but  he  admitted  after  being  qi 
tioned  that  GM  had  only  shown  "in 
est."  The  Kremlin  is  anxious  to  prov* 
the  West  that  Moscow  can  provide  k 
ing  technology.  Ivan  Bortnik,  vice-ch 
man  of  the  State  Committee  for  Scie 
&  Technology,  reported  that  many  S 
et  technologies  that  were  secret,  inc. 
ing  artificial  intelligence  programs  . 
advanced  instrumentation,  now  w 
price  tags.  "I  can  tell  you  there  are  f 
er  and  fewer  restrictions  now,"  he  si 
'THAT'S  PEANUTS.'  Bortnik  also  thi 
that  upcoming  changes  in  Soviet  pat 
law  will  give  the  sales  drive  a  boost, 
new  legislation  will  confer  the  same  !■ 
of  patent  protection  enjoyed  by  im 
tors  in  the  West — and  remove  the  ti 
upper  limits  on  royalty  payments.  At 
exhibit,  inventor  Sergei  Falkevich  pre 
ly  displayed  his  portable  ultrasonic 
vice  for  testing  welds,  priced  at  $30, 
As  the  Soviet  royalty  system  sta 
now,  no  matter  how  many  of  his 
chines  are  sold,  his  s 
would  be  limited 
$32,000.  "That's  \ 
nuts,"  he  complaine< 

Western  trade 
perts  predict  it 
be  difficult  for 
Soviets  to  start 
high-tech  export  bo 
"They  will  climb 
the  learning  cu 
quickly,  but  they 
starting  at  a  very 
level,"  says  Bernan 
O'Meara  of  Wash 
ton-based  Kiser 
search  Inc.,  which 
censes  Eastern  1 
technology  in  the  West.  O'Meara  th: 
the  Soviets  will  be  successful  in  sel 
discoveries  in  such  down-to-earth  fi 
as  ceramics,  chemicals,  plastics,  and  i 
allurgy  to  Western  companies,  but 
cautions  that  the  Soviets  are  still  \ 
clumsy  at  presenting  their  prodi 
And  he  says  they  have  yet  to  prove  1 
can  perform  on  schedule.  Indeed,  it 
take  a  lot  more  than  an  exhibit  in  Gf 
to  turn  the  Soviets  into  big-time  exf 
ers  of  high  tech. 

By  John  Rossant  in  Genoa,  with  / 
Galuszka  in  Moscow  and  Stanley  Ree^ 
New  York 
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Kodak  Color  Edge  copiers.  At  23  copies 

per  minute,  they're  the  fastest,  most  productive 

color  copiers  in  the  world. 

Kodak  ColorEdge  copiers  put  color  copying  on  the 
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GORBACHEV  LAYS  THE  CORHERSTOHE 
FOR  HIS  'COMMON  EUROPEAN  HOUSE' 


To  the  cheers  of  West  Germans,  Mikhail  S.  Gorbachev 
stole  back  the  initiative  in  East-West  relations  that 
George  Bush  had  seized  only  two  weeks  earlier.  The 
Soviet  leader's  visit  to  Bonn  in  mid-June  was  a  political  and 
diplomatic  triumph,  but  it  raised  new  concerns  among  Western 
European  allies.  Gorbachev  outlined  a  plan  for  economic  coop- 
eration that  the  Soviets  hope  will  be  the  cornerstone  for  a 
"common  European  house."  That's  Moscow  jargon  for  a  social- 
ly and  economically  integrated  Europe.  He  said  that  talks  on 
Bush's  plan  for  deep  cuts  in  conventional  arms  should  go 
ahead  at  the  same  time. 

Because  West  Germany  is  a  key  play- 
er in  both  areas,  how  it  handles  the  Gor- 
bachev proposals  will  have  a  major  im- 
pact on  the  Western  alliance.  The 
Germans  want  to  stay  close  to  the  U.  S. 
position  on  defense  issues,  but  Chancel- 
lor Helmut  Kohl  is  now  taking  the  lead 
m  shaping  the  West's  economic  ties  with 
Moscow.  For  example,  he  and  other  Eu- 
ropean allies  want  the  U.  S.  to  ease  its 
opposition  to  sales  of  high-tech  equip- 
ment to  the  Russians.  Longer-term, 
Kohl's  efforts  to  strengthen  economic 
ties  will  put  pressure  on  the  Bush  Administration  to  spell  out 
its  own  conception  of  the  common  European  house — and  the 
role  of  the  U.  S.,  as  well  as  the  Soviet  Union,  in  it.  Although 
Bush  says  he  favors  "the  integration  of  the  Soviet  Union  into 
the  community  of  nations,"  he  has  proposed  few  practical 
steps  to  achieve  it. 

TREATY  OF  FRIENDSHIP.  The  principal  agreement  signed  by  Gor- 
bachev and  Kohl  is  Moscow's  first  friendship  treaty  with  a 
Western  country.  The  joint  statement  confirms  that  the 
"Brezhnev  Doctrine" — that  is,  the  right  claimed  by  Gorba- 
chev's predecessors  to  intervene  unilaterally  to  prop  up  shaky 
communist  regimes — is  moribund.  Although  a  tottering  East 
European  government  could  still  invite  Moscow  to  rescue  it  by 
sending  troops,  the  Brezhnev  Doctrine  has  already  been  deep- 


ly undercut  by  Polish  and  Hungarian  moves  toward  politii 
pluralism. 

On  the  economic  front.  Kohl  and  Gorbachev  signed 
West's  first  investment  protection  treaty  with  Moscow. 
Germans  agreed  to  train  1,000  Soviet  managers  through  s 
nars  and  corporate  programs,  and  German  companies  are 
gotiating  to  set  up  high-tech  ventures  in  a  Soviet  freeen 
prise  zone  near  Leningrad.  So  far,  Germans  have  launched 
joint  ventures  in  the  Soviet  Union,  but  they  have  invested  o: 
about  $100  million.  "[You  should  be]  offering  strategic  proje* 
rather  than  trifling  ventures,"  Gorbachev  admonished  top 
ecutives  in  Cologne.  He  proposed  de; 
in  industries  ranging  from  aerospace 
cable  networks  and  high-speed  railroai 
With  that  invitation  and  the  new  tre 
protection,  a  top  businessman  says, 
man  investment  could  quickly  double 
triple. 

'OPEN  SORE.'  Some  allies  worry  that 
Germans  are  being  lured  into  a 
trap.  "The  Soviets  are  trying  to  di 
N.\TO  and  play  upon  the  current  Germ 
Gorbymania,"  an  aide  to  British  Pri: 
Minister  Margaret  Thatcher  warned, 
ferring  to  Gorbachev's  July  4-6  visit  to  France,  he  added:  " 
question  is  how  much  mischief  he  can  do  with  others." 
though  Gorbachev  and  Kohl  sidestepped  the  issue  of  reuni 
East  and  West  Germany,  Soviet  control  over  the  even; 
reunification  of  the  two  Germanys  is  a  trump  card  Gorbac 
holds.  "The  continuing  division  of  Germany  is  like  an  O] 
sore  for  us,"  Kohl  told  him. 

At  the  same  time.  Kohl  is  trying  to  keep  a  strong  U.  S.  vo: 
in  the  discussions.  He  emphasized  to  Gorbachev  that  Wi 
Germany  is  solidly  behind  the  U.  S.  on  disarmament  issuj, 
and  convinced  him  that  the  U.  S.  must  be  one  of  the  architeci 
of  the  European  house.  The  challenge  for  Bush  is  to  come  > 
with  a  plan  for  economic  as  well  as  military  detente. 

By  John  Templeman  and  Gail  E.  Schares  in  Boi 


GLOBAL  WRAPUP I 


BRAZIL 


Only  five  months  before  Brazil's 
Nov.  15  presidential  election,  a  lit- 
tle-known moderate  has  suddenly 
opened  a  wide  lead  over  leftists  who 
had  been  the  front-running  candidates. 
Polls  give  40%  of  the  vote  to  Fernando 
Collor  de  Mello,  39,  the  telegenic  for- 
mer governor  of  Alagoas,  a  small 
northeastern  state.  Campaigning  as  an 
independent  reformer,  Collor  seems 
likeiy  to  attract  backing  from  center- 
liii'ht  parties  that  have  been  searching 
foe  a  vote-getting  candidate.  Trailing 
Collor,  with  12%  and  9%  respectively, 
are  Leone!  Brizola,  the  Democratic  La- 
bor Party's  candidate,  and  Luis  Ignacio 


"Lula"  da  Silva  of  the  Workers'  Party. 

Brizola,  the  populist  former  gover- 
nor of  Rio  de  Janeiro,  is  trying  to  edge 
toward  the  political  center,  while  Col- 
lor, trained  as  an  economist,  is  cam- 
paigning as  an  outsider  stressing  mo- 
rality in  politics.  But  Collor  has  started 
staking  out  probusiness  positions,  in- 
cluding an  end  to  computer-import 
curbs  that  have  caused  a  trade  row 
with  the  U.  S.  And  he  has  powerful 
supporters  such  as  Roberto  Marinho, 
owner  of  the  vast  TV  Globo  network. 
Collor's  family  owns  a  newspaper  and 
TV  station  linked  to  Globo.  Marinho  is  a 
bitter  foe  of  Brizola,  who  vows  that  as 
President  he  would  break  Marinho's 
grip  on  Brazilian  broadcasting. 


SOUTH  KOREA 


To  avoid  "political  confusion,"  Pres 
dent  Roh  Tae  Woo  announced  o 
June  8  that  he  was  canceling  a  mk 
term  referendum  on  his  performanc 
that  he  had  promised.  But  reneging  o 
his  pledge  seems  likely  to  add  to  th 
current  labor  and  student  unrest.  Kir 
Dae  Jung,  leader  of  the  National  Av 
sembly's  biggest  opposition  bloc,  vow 
to  try  to  throw  out  Roh's  governmer 
if  Roh  fails  to  follow  through  on  dem( 
cratic  reforms  and  allow  his  predecei 
sor  and  ally,  Chun  Doo  Hwan,  to  tes 
tify  on  charges  of  repression  an( 
corruption.  Kim  threatens  to  mobilisj 
street  protests  if  Roh  doesn't  comply] 
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INTERNATIONAL  OUTLpK 


NowUnited  806  can  literally  see 
•bulence  hidden  in  the  clouds  aheai 
because  somebody  said, 
"Let's  reach  a  little  higher."  ^ 


Accurate  iiformation  is  essential  in  any  business.  When  your  busines  ! 
is  transporting  hundreds  of  people  thousands  of  miles  in  comfort  and 
safety  it  is  crucial  that  your  weather  radar  point  out  every  bump  along  ; 
the  way  No\y  thanks  to  the  close  working  relationship  between  the 
Collins  Avionics  people  of  Rockwell  and  the  airline  industry  pilots  can  j 
easily  distinguish  between  clouds  that  contain  turbulence  and  those  tha 
dorit.  Here^s  the  story  from  the  people      made  it  h^m^  i  | 

.'ilS 


Mumford:  Everyone  who  flies  wants 
a  smooth  ride.  Obviously,  the  best  way  to 
get  one  is  to  avoid  areas  of  turbulence. 
Our  weather  radar  system  allows  pilots 
to  see  the  turbulence  at  a  glance  and 
detour  around  it.  But  thatS  just  tlie  beginning. 

Robertson:  Riglit.  Our  customers 
also  wanted  a  product  tliat  didn't  wear  out 
and  didn't  break  down. 
Doll:  And  was  affordable. 
Mumford:  Is  that  all? 
Doll:  ActuaOy  in  a  case  like  diis 
wliere  we're  going  for  a  new  technology, 
Droduct  and  foUow-up  support  are  much 
Tiore  important  than  price. 
Robertson:  Often  die  toughest  prob- 
lem for  us  is  to  really  underst^md 
exacdy  what  die  fliglit  crews 
want.  The  most  valuable  diiiig 


we  can  do  is  ride  die  airplanes  firsthand, 
in  the  cockpit  widi  the  aew. 

Russell:  We  re  -always  happy  to 
have  you  along,  because  it  lets  us  feed 
back  information  direcdy  One  of  your 
people  wiis  widi  me  on  a  fliglit  between 
Denver  and  Dulles,  and  when  die  radar 
picked  up  turbulence  iis  advertised,  he 
looked  like  the  cat  diat  ate  die  c;uiiiry. 

Robertson:  Every  crew  we  fly 
widi,  we  leiini  more  ;ibout  die  product 
and  perceptions  of  it. 

Russell:  This  Is  a  te^mi  effort.  Our 
engineering  department  has  a  reputation 
for  being  tops  and  I  diink  the\'  get  die  best 
out  of  our  friends  at  Collins. 

Doll:  It's  a  ver\'  positive  relationship. 
If  we  have  any  kind  of  a  siaiadon  widi 
a  Collins  product,  we  expect  diem  to  be 


diere  now. . .  posdiaste.  This  is  die  busi- 
ness, diey  understiind  diat. 

Russell:  I  w^Ls  introduced  to  Collins 
in  1953  and  I  diouglit,  "Tliis  sets  die 
standiird  for  the  industrv^r  Here's  my  latest 
airf)lane,  die  747-^)0  and  I'm  stiO  widi 
Collins.  It  Is  m;ignificent. 

Let  s  reach  a  little  higher. 
Collins  Avionics  is  a  proven  tecluiologv' 
leader  in  aircraft  instrumentation  and 
p;irt  of  Rockwell  International's  worldwide 
teani  of  more  diiui  100,000  {leople.Workuig 
togedier  and  widi  our  customers  we  apply 
science  and  teclinolog)'  to  reach  a  litde 
higlier  in  aerospace,  electronics,  automo- 
dve,  industrial  automation  and  graphic 
svstenis.  If  vou'd  like  to  know  more,  write: 
Rockwell  Inteniationiil,  PQ  Box  39185, 
Dept.  8I5B-09,  Los  Angeles,  CA  90039 


^1^ 


Rockwell 
International 


..where  science  gets  down  to  business 


FINANCIERS  I 


SAM  ZEIL,  THE  PERPETUAL 
DEALMAKING  MACHINE 


From  real  estate  tycoon  to  makeover  ace — to  railroad  baron? 


ot  content  to  send  store-bought 
Christmas  cards  to  his  400  clos- 
est friends  and  business  asso- 
ciates, Chicago  investor  Sam  Zell  cooks 
up  an  original  holiday  greeting  each 
year.  In  1987,  he  sent  out  a  poem  com- 
memorating that  October's  crash,  a 
takeoff  on  the  Humpty  Dumpty  nursery 
rhyme.  Another  year,  he  expressed  his 
contempt  for  paper  pushers  by  sending 
out  hundreds  tif  statues  depicting  a 
pudgy  bureaucrat  in  boiling  water. 

Bureaucratic  inertia  is  one  affliction 
Zell  will  never  have  to  worry  about.  In 
the  past  five  years,  the  restless  real  es- 
tate investor-turned-corporate  deal- 
maker  has 'transformed  Itel 
Corp.,    a  once-bankrupt 
equipment  lessor,  into  a 
profitable  leader  in  rail- 
car  and  ship  container 
leasing,  harbor  dredging, 
and   high-tech   wiring.  At 
the  same  time,  Zell  and  his 
behind-the-scenes  partner, 
Robert  Lurie,  have  used  a 
flurry  of  deals  to  turn 
Great  American  Manage- 
ment &  Investment  Inc. 
(GAMI),  once  a  defunct  real 
estate  investment  trust, 
into  a  profitable  financial 
services,  manufacturing, 
and  agricultural  chemicals 
conglomerate.  All  told,  the 
Zell-Lurie  investments  are 
worth  close  to  $1  billion. 
Says  F.  Philip  Handy,  an 
Itel   and  GAMI  director: 
"Sam's  tied  by  IV  to  an  ac- 
quisition machine." 

Now,  Zell,  47,  is  working 
on  his  biggest  makeover 
yet:  Santa  Fe  Southern  Pa- 
cific Corp.  Last  summer, 
Itel  paid  Henley  Group  $1.2 
billion  in  cash  and  company 
slock  to  acquire  a  ITf" 
stake  in  Santa  Fe,  plus  a 
fev/  other  Henley  assets. 
With  $3.1  billion  in  1988  rev- 
^--nues,  Santa  Fe  owns  2.8 
Hiiliion  acres  of  real  estate, 
'arge  oil  and  gas  reserves, 
44.-'  of  a  huge  fuel-pipeline 


network,  and  its  namesake  railroad.  But 
Santa  Fe's  erratic  earnings  have  pushed 
the  per-share  price  down  to  about  23 
from  its  precrash  high  of  around  64. 
Now  a  board  member,  Zell  heads  a  com- 
mittee he  says  is  looking  for  ways  to 
boost  the  stock  price. 
HEAD-ON  COLLISION?  What  he  really 
wants,  say  some  other  Itel  investors,  is 
to  get  control  of  Santa  Fe's  railroad  for 
himself.  The  railroad  would  give  Zell 
11,000  miles  of  track  for  moving  Itel's 
boxcars.  But  there  are  several  imposing 
roadblocks:  Olympia  &  York  Develop- 


I 


ZELLS  fAR-FLUNG  EMPIRE 

College  pals  Sam  Zell  and  Robert  Lurie  started  out  buying  real 
estate  in  the  1960s.  They  now  share  equal  mmership  in  diverse 
interests  valued  at  close  to  $1  billion. 

ITEL  Annual  revenues:  $1.6  billion.  Operates  seven  short-line 
railroads,  leases  rail  cars  and  ship  containers,  dredges  harbors 
and  rivers,  and  makes  wiring  products.  Also  holds  17%  of  San- 
ta Fe  Pacific  and  almost  20%  of  shipping  company  American 
President.  Zell  and  Lurie's  25%  stake  is  worth  $305  million. 

GREAT  AMERICAN  MANAGEMENT  &  INVESTMENT  Revenues: 
$1.2  billion.  Interests  in  financial  services,  manufacturing,  and 
agricultural  chemicals;  92%  stake  is  worth  $283.5  million. 

NUCORP  Revenues:  $7  million.  Oil  and  gas  producer;  41% 
stake  is  worth  $23.1  million. 

REAL  ESTATE  Revenues  unavailable.  Equity  Holdings  real  es- 
tate management  firm  controls  10  million  square  feet  of  office 
space,  20  million  square  feet  of  shopping  centers,  25,000 
apartments,  and  13,000  mobile  home  spaces. 

OTHER  HOLDINGS  Investments  in  the  Chicago  Bulls  and  Chica- 
go White  Sox,  100%  ownership  of  Mississippi  River  pleasure- 
boat  company,  and  7%  of  Horsham,  owner  of  gold-miner 
American  Barrick  and  Clark  Oil  &  Refining. 

DATA:  BW,  COMPANY  REPORTS 


ments  Ltd.,  the  huge  Canadian  real 
tate  developer,  last  year  acquired  a  2i 
stake  in  Santa  Fe  and  might  object 
Zell's  plans  for  the  railroad.  Nor  is  m; 
agement  likely  to  roll  over  and  pi 
dead.  Santa  Fe  fended  off  Henley's  ta! 
over  attempts  for  15  months  before  2 
stepped  in  and  bought  Henley  out. 

He  won't  say  whether  he  wants  1 
railroad.  But  in  the  meantime,  Itel 
carrying  a  breathtaking  debt-to-capi 
ratio  of  76%.  Interest  payments  on  1 
money  borrowed  to  buy  into  Santa 
will  cut  $1.15  a  share  from  Itel's  IJ 
net  income,  to  55(f,  or  $27  million,  es 
mates  brokerage  Furman  Selz  Maf 
Dietz  &  Birney  Inc.  Wall  Street  is  ci 
tious:  Itel's  stock,  currently  at  aro' 
22,  has  changed  little  over  the  past  y 
While  certainly  a  man  in  motion, 
is  hardly  the  typical  corporate  d 
maker.  The  Chicago  native,  whose 
ther  was  also  a  real  estate  inves 
rides  a  motorcycle  to  work  year-ro 
and  usually  wears  jeans  to  the  offi» 
Once  a  year,  he  leaves  his  wife 
three  children  behind,  hops 
his  Ducati  racer, 
tours    a  foreil 
country  for  a  coi 
of  weeks.  He 
has  a  habit  of 
morializing  eveij 
When  a  compari 
owner  pulled  the  p| 
on  a  deal  at  the  lit 
minute,   Zell  comn;- 
sioned  a  sculptor  to  dejrt. 
a  hand  pulling  the  owm's 
name  out  of  Zell's  RoIock. 

Zell  and  Lurie  first  )t 
into  real  estate  by  mann- 
ing off-campus  studit 
housing*  while  seniors 
fraternity  brothers  at  'le 
University  of  Michigan.  !) 
the  mid-1960s,  when  ill 
went  to  law  school  id 
Lurie  worked  on  a  mast's 
in  engineering,  they  bem 
investing  in  houses.  Accid- 
ing  to  Donald  S.  Chishcn, 
an  Ann  Arbor  (Mich.)  a. 
estate  broker  who  inveSo 
in  some  of  their  first  de;s. 
Zell  and  Lurie  each  mile 
about  $50,000  a  year  dung 
graduate  school.  ^ 
Shortly  after  graduat'g 
Zell  and  Lurie  formed  E^i 
ty  Financial  &  Managenni 
Co.  It  soon  started  scooji^ 
up  troubled  properties  frir; 
collapsed  real  estate  in\5t 
ment  trusts,  spruced  uphe 
buildings,  and  used  (Sh 
flow  to  buy  more.  By'ie 
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LODEX  REMEMBRANCE:  ZELL  AND  HIS  MEMORIAL  TO  AN  ABORTIVE  DEAL 


Os,  when  changes  in  the  tax  laws 
de  it  hard  to  find  soHd,  undervalued 
parties,  they  began  eyeing  corporate 
uisitions.  Explains  Zell:  "You  have  to 
:  your  limits." 

\M\  certainly  did  that.  When  the  part- 
s  first  bought  3.5%  of  its  stock  in  late 
i),  the  former  REIT  had  just  emerged 
n  Chapter  11.  In  early  1981,  when 
!  owned  22%,  they  refinanced  its  debt 
er  easier  terms  and  used  cash  flow 
I  n  property  sales  to  fund  a  massive 
'  iisition  spree.  Zell  bought  some  80 
^  panies,  diversifying  into  everything 
:l  fi  a  savings  and  loan  to  a  lawn  fertil- 
L;  company.  Last  year,  Gami  netted 
li  million  on  revenues  of  $1.2  billion. 
I  aving  put  GAMI  on  the  road  to  recov- 
li  in  1984  Zell  went  after  Itel.  After 
ci  mulating  10%'  of  its  stock,  he  joined 
i  Doard  in  1985.  He  then  helped  to 
'  out  the  management  team  and  lat- 
eame  chairman,  president,  and  chief 
t  utive.  He  and  Lurie  today  own  25%. 
'i  5  acquisitions  for  Itel,  totaling  $3 
I  'H,  include  warehouses  and  short- 
1)  railroads.  The  company  earned  $24.8 
n  m  last  year  on  revenues  of  $1.6  bil- 

11  What  did  he  see  in  Itel  and  GAMi 
I  other  investors  overlooked?  Tax- 
it  carryforwards  of  $400  million  and 
$:  million,  respectively.  Now  that  the 
ci  lanies  are  humming,  he'll  be  able  to 
si  er  profits  from  taxes  for  years. 

E  )R  AND  TRIAL.  Zell  and  Lurie  comple- 
T  each  other  nicely.  Zell  formulates 
St  3gy,  while  Lurie  is  the  detail  man, 
^  'ging  properties  and  overseeing 
3  operations.  Lurie  prefers  to  stay 
0^1  if  the  spotlight  and  declined  to  be 
m  newed  for  this  article.  More  deliber- 
4t  lan  his  partner,  he  often  has  to  rein 
f  e  exuberant  Zell.  On  Lurie's  wall 

12  5  a  Jasper  Johns  print  that  shows  a 
^'  :ly  arrow  pointing  down  to  the 

"no."  Referring  to  the  artwork,  he 
'  .old  a  visitor:  "That's  my  job  here." 
!  and  Lurie  don't  have  the  Midas 


touch  with  every  acquisition.  They  lost 
$12.9  million  in  1984  by  investing  in 
Houston-based  Raines  Tool  Co.,  an  oil- 
field service  company  that  they  wound 
up  liquidating.  But  far  worse  than  any 
underperformer  was  the  cloud  that  hung 
over  them  early  in  their  careers:  In  the 
early  1970s,  Zell  was  indicted  for  con- 
spiracy to  defraud  the  U.  S.  government 
during  a  federal  tax  investigation  of  the 
1969  sale  of  a  Reno  (Nev.)  hotel  and 
apartment  complex.  Zell  headed  the  in- 
vestor group  that  bought  the  property 
for  $13  million.  His  brother-in-law,  law- 
yer Robert  Baskes,  represented  the  sell- 
ers. The  charges  against  Zell  were 
dropped  before  the  case  went  to  trial  in 
1976.  Baskes,  however,  was  convicted  on 
the  same  conspiracy  charge  and  served 
two  years  in  prison. 

In  the  past  year,  Zell  has  been  diving 
back  into  real  estate,  buying  into  over- 
built markets  where  everyone  else 
seems  to  be  selling.  Backed  by  $350  mil- 
lion from  Merrill  Lynch  &  Co.  investors 
and  $30  million  of  his  and  Lurie's  cash, 
Zell  has  snapped  up  15  properties,  in- 
cluding a  Salt  Lake  City  shopping  mall 
and  a  Houston  office  building.  In  vin- 
tage fashion,  he  and  Lurie  have  also 
gradually  bought  41%-  of  Nucorp  Inc.,  a 
bankrupt  oil-and-gas  producer  with  $284 
million  in  tax-loss  carryforwards. 

A  top  priority,  however,  is  sorting  out 
Santa  Fe.  In  March,  it  was  ordered  to 
pay  $1  billion — later  reduced  to  $750  mil- 
lion— to  settle  a  suit  brought  by  Energy 
Transportation  Systems  accusing  Santa 
Fe  of  trying  to  block  a  coal-slurry  proj- 
ect. That  has  held  Zell  back.  Now,  be- 
sides appealing  the  verdict,  Santa  Fe  is 
negotiating  for  a  bank  letter  of  credit  to 
cover  the  damages,  which  could  help 
clear  the  way  for  breaking  up  the  com- 
pany. Given  that  Zell's  stake  in  Santa  Fe 
is  pinching  Itel's  earnings,  don't  expect 
him  to  sit  still  for  long. 

By  Lois  Therrien  in  Chicago 


In  the  heart  of  Taipei's  shopping  and 
business  area,  surrounded  by  12  stocl< 
exchanges,  three  department 
stores  and  10  major  banks.  Added  to 
this  business  convenience  is  Brother 
Hotel's  firm  commitment  to  serving  our 
guests  in  the  ageless  Chinese  tradition 
such  as  personal  attention,  gracious 
hospitality,  etc. 


304  rooms  and  suites,  6  restaurants. 
Winner  of  the  coveted  Five  Plums 
Avi/ard^ ,  top  honor  for  the 
distinguished  hotels  in  Taiwan. 


BROTHER  HOTEL 

255  NANKING  EAST  ROAD.  SEC. 3,  TAIPEI 

TAIWAN, REP  OF  CHINA 

TELEX/ 25977  28930  BROHOTEL 

FAX/1021717-3334  7?  7-5657 

TEL/ 1021 7 12-3456 
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WE  PROVIDE 
THE  TOOLS 

FOR  A 
SUCCESSFUL 
PRESENTATIO 


CLUB 


It  clijnt;Ls  til 


face  ot  hiisiiKss  travel  with  amenities  like  gourmet  ciiisme,  fine  wine  and  a     RDIXICH  A  I  R WAY 
siipr.iiKK  tomtiirtable  seat,  in  addition  to  the  full  complement  of  courtesies  you  see  above.  So  that  you  emerge     Ptvl  I  Ijll  AAllvVV/M 

froni  your  (light  not  only  feeling  refreshed,  but  looking  that  way.  Club  Class.  It's  a  most  attractive  way  to  tly.         The  world's  favounte  airline.'V, 


»VERS&  SHAKERS  I 


)iTED  BY  ANDREA  ROTHMAN 

RADING  THE  BIG  APPLE 
OR  AN  ORCHARD 


^fter  12  years  at  a 

^stock  brokerage, 

iseph  Cerniglia  packed 

)  and  set  off  to  grow 

»ples  in  Vermont.  But 

3  Wall  Street  sensibil- 

es  remained  with  him. 

bile  his  orchard  pros- 
red,  Cerniglia  resent- 
losing  money  on 

ulls,"  the  20%  of  his 

pies  that  came  out 

)  small  or  otherwise 
salable  for  eating, 
ther  than  sell  to  juicemakers  at  a  discount,  he  decided  three 
irs  ago  to  seek  profit  from  them — by  making  wine, 
foseph  Cerniglia  Winery  Inc.  is  now  the  largest  of  36  New 
gland  wineries,  with  sales  of  $700,000  in  1988,  up  from 
54,000  in  1987.  It's  also  one  of  very  few  in  the  world  to 
icialize  in  varietal  apple  wines — made  from  a  single  type  of 
)le,  such  as  a  Granny  Smith.  The  toughest  challenge,  says 
•niglia,  49,  is  getting  over  "the  Boones  Farm  stigma." 
)ugh  popular  with  the  younger  crowd,  Boones  Farm  and 
er  fruit  wines  have  a  sweet,  syrupy  taste  that  drives  oeno- 
les  away. 

'-emiglia  has  to  persuade  consumers  his  wines  are  different, 
seems  to  be  succeeding.  Priced  at  $5  to  $7  a  bottle,  his 
I  ietals  run  from  dry  to  semisweet  and  have  won  awards  and 
3  reviews.  "They  are  truly  superior  apple  wines,"  says 
vard  Goldberg,  wine  writer  for  The  New  York  Times. 
9  far,  Cerniglia's  wines  are  distributed  in  only  14  states.  He 
is  to  expand  both  here  and  abroad,  where  fruit  wines 
ady  enjoy  great  popularity.  Still,  despite  what  he  calls  "the 
;  jrior  quality"  of  the  farming  life,  he  doesn't  recommend  it 
ill  disgruntled  Wall  Streeters.  "If  they're  interested  in 
:  ing  money,"  he  warns,  "they  should  stay  right  where  they 
;  '  Or  maybe  that's  just  another  holdover  from  his  Wall 
i  et  days:  He'd  like  a  minimum  of  competition. 

By  Robert  B.  Duffy  in  Proctorsville,  Vt. 


1  ESE  WALLS  HAVE  EARS 
I  R  MUSIC  AND  BUSINESS 


'  le  1985  "USA  for  Af- 
ica"  concert  raised 
B  ons  for  drought- 
P  ged  Ethiopia.  It  has 
a  done  wonders  for 
orothers  in  Los  An- 
'     Kevin  and  Karl 
Their  Radio  Vi- 
International  Inc., 
1  sells  worldwide 
01  dcast  rights  for 
concerts,  had  bare- 
gotten    off  the 
■  id  when  they  heard  about  the  benefit.  Without  taking  a 

*  hey  offered  to  act  as  middlemen  between  the  concert's 

*  icers  and  foreign  broadcasters.  The  dollars  have  been 


ig  m  ever  smce. 


The  Walls'  show-biz  career  began  in  1974  when  Kevin  found 
a  job  erecting  scaffolding  for  concerts.  Watching  a  television 
crew  trail  the  Rolling  Stones  one  day  gave  him  an  idea.  He 
began  talking  with  concert  producers  about  buying  their 
broadcast  rights  to  sell  to  foreigners.  "I  knew  I  could  score  a 
hit,"  he  recalls. 

He  was  right.  By  1985,  Kevin,  now  37,  and  Karl,  now  38,  had 
formed  RVI.  And  European,  Latin  American,  and  Asian  mar- 
kets have  proven  hungry  for  their  fare.  They  now  distribute 
broadcast  rights  to  63  countries  at  as  much  as  $250,000  a  pop. 
This  year,  concerts  by  the  likes  of  Elton  John  and  Paul  Simon 
will  boost  revenues  to  $22  million,  from  $200,000  in  1985. 

Concerts  are  just  the  beginning.  This  fall,  the  Walls  plan  a 
one-hour  weekly  report  on  pop  music  called  Go  Global.  Pro- 
duced along  with  the  British  Broadcasting  Corp.,  it  is  to  air  on 
the  113-station  Fox  network  and  in  14  other  countries.  By  1990, 
RVI  plans  to  open  a  marketing  unit  that  will  match  rock  groups 
and  advertisers  seeking  events  to  sponsor.  They're  aiming  for 
$50  million  in  sales  by  1992.  Even  if  they  don't  reach  that  goal, 
the  job  pays  better  than  setting  up  scaffolding. 

By  Patrick  Cole  in  Los  Angeles 


D.  LARRY  CRUMBLEY:  LAYING  BARE 
THE  FLESHPOTS  OF  ACCOUNTING 


Lenny,  a  mild-mannered  ac- 
countant, finally  finagled 
a  tete-a-tete  with  the  lovely 
Dana.  She  ran  a  diamond 
shop;  his  hobby  was  gems. 
They  laughed,  they  giggled, 
they  cooed.  Then  Dana  really 
turned  Lenny  on.  Leaning 
over,  she  murmured:  "Inven- 
tory is  out  of  control." 

Last  Tango  in  Paris  it's 
not.  But  then,  Accosting  the 
Golden  Spire,  the  new  novel 
from  which  this  episode  is 
drawn,  offers  something  Last 
Tango  doesn't:  juicy  informa- 
tion about  that  most  titillating 
of  subjects,  accounting.  Credit 
goes  to  D.  Larry  Crumbley,  a 
Texas  a&m  University  accounting  professor  who  aims  to  lend 
excitement  to  the  study  of  debits  and  credits  by  couching  the 
stuff  in  romantic  prose. 

With  three  novels  published  and  four  ready  to  go,  Crumb- 
ley,  48,  seems  well  on  his  way  to  becoming  an  established 
author.  But  working  his  way  onto  bookshelves  wasn't  easy. 
He  began  his  first  thriller  nine  years  ago.  When  publishers 
rejected  it,  Crumbley  quickly  conceded  any  artistic  ground  he 
held.  "I  added  sex  to  it,"  he  says.  Arizona  publisher  Thomas 
Horton  &  Daughters  called  in  1984,  but  asked  him  to  cut  the 
sex  for  fear  of  offending  professors.  Crumbley  has  worked 
with  assembly-line  efficiency  since,  churning  out  titles  such  as 
The  Ultimate  Ripoff:  A  Taxing  Tale — about  tax  accounting, 
of  course. 

In  Accosting,  Lenny  nabs  international  jewel  thieves  by 
tracking  invoices.  And  the  villain  lectures  a  maitre  d'  about 
goodwill  when  he  fights  for  a  restaurant  table.  Now,  Crumb- 
ley hopes  to  share  his  talents  with  other  students.  He  has 
collaborated  on  a  chemistry-as-romance  novel:  "I  can  really 
write  about  anything.  Coming  from  someone  who  has  penned 
romances  about  accountants,  that  goes  without  saying. 

By  Todd  Vogel  in  College  Station,  Tex. 
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idyear  Investment  Outloo 


If  it  were  at  all  possible,  some  investors 
would  probably  like  to  close  the  books  on 
1989  right  now.  After  all,  the  stock  mar- 
ket has  climbed  higher  than  most  dared 
to  hope.  Long-term  interest  rates  have 
fallen  faster  than  anyone  imagined  only 
weeks  ago.  And  the  dollar,  not  long  ago 
the  old  maid  of  foreign  exchange  mar- 
kets, is  now  the  world's  hottest  paper. 
Where  do  you  go  from  here?  The  Dow  is  up  Id.o'vc,  the 
Standard  &  Poor's  500  is  up  16.7"%,  and  over-the-counter 
stocks  are  18-^<  higher  than  at  the  start  of  the  year.  Do  you 
chase  stocks  now?  Maybe,  maybe  not — especially  when  you 
consider  that  there  aren't  too  many  years  when  stocks  do 
better  than  they  have  already  done.  Fixed-income  investors 
who  remember  the  9^'  yields  on  long  bonds  only  six  weeks 
ago  may  balk  at  accepting  only  8.2^^  now.  But  on  the  other 
hand,  bond  yields  could  approach  7/c  by  yearend.  And  what 
about  the  soaring  dollar?  Do  you  stick  with  the  greenback 
or  try  to  play  contrarian  and  buy  sterling,  yen,  or  marks? 

Several  months  ago,  such  decisions  could  be  put  on  hold. 
Investors  in  doubt  could  simply  put  their  money  into  Trea- 
surj-  bills  and  other  short-term  instruments.  Interest  rates 
were  climbing,  and,  as  many  market-watchers  noted,  inves- 
tors were  getting  "paid  well"  to  sit  on  the  sidelines.  Now 


interest  rates  are  sliding,  and  short-term  instruments  « 
losing  their  allure.  Moreover,  the  markets  are  mo\ing 
fast  that  waiting  for  a  better  opportunity  could  cost  t 
investor  dearly. 

That's  why  BUSINESS  week's  annual  Midyear  Investm( 
Outlook  is  especially  vital  this  year.  It  can  help  you  plai 
new  investment  strategy-  or  perhaps  some  midcourse  r 
neuvering.  Maybe  you  had  some  money  in  blue-chip  stocl 
which  have  done  fine.  But  did  you  know  that  small-comj 
ny  stocks  are  outpacing  the  big  names?  And  that  they 
expected  to  do  so  for  some  time  to  come  (page  96)?  Ca 
pick  which  ones  to  buy?  How  about  a  mutual  fund  tl 
specializes  in  the  lesser-known  issues  (page  98)'' 

We  know  it's  not  easy  to  move  you  to  action.  A  Han 
Poll  commissioned  by  BW  reveals  that  40%  of  the  pulj 
believes  that  another  big  stock  market  crash  is  likely  (p: 
110).  On  the  Street,  such  bearishness  is  considered  extreij 
ly  bullish. 

You  can't  blame  people  for  being  nervous.  At  varic 
times  this  year,  headlines  proclaimed  a  dangerous  accele 
tion  of  inflation,  and  just  as  often  they  raised  the  specter 
recession  as  the  Federal  Reserve  Board  tightened  monet 
policy.  Now  it  appears  that  the  Fed's  preemptive  str 
against  inflation  is  beginning  to  pay  off.  The  prize  ii 
"soft  landing,"  which  allows  interest  rates  to  continue  f 
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ig  and  profits  to  stay  strong.  That's  a  powerful  prescrip- 
on  for  higher  stock  prices  (page  94). 
Most  skeptics  concede  that  Fed  Chairman  Alan  Green- 
)an  has  come  much  closer  to  producing  a  soft  landing  than 
ley  expected.  The  current  consensus  among  economists  is 
lat  real  gross  national  product  will  grow  at  an  annual  rate 
P  less  than  2%  for  the  second  half  of  the  year.  That  pace 
lould  keep  the  core  rate  of  inflation  from  rising  above  5% 
id  allow  some  further  easing  of  interest  rates. 
LOBAL  FORCES.  The  Fed  is  still  vigilant  about  inflation, 
tting  up  the  reins  of  monetary  policy  ever  so  gingerly, 
ver  a  span  of  more  than  a  month,  it  allowed  the  federal 
inds  rate — now  at  9.25% — to  decline  by  three-fourths  of  a 
;rcentage  point.  In  the  meantime,  the  markets  have  all 
it  declared  inflation  tamed.  Investors  bid  aggressively  for 
mds  and  drove  long-term  interest  rates  down  nearly  one 
;rcentage  point  in  six  weeks  (page  102).  In  fact,  "the  bond 
arket  has  done  the  easing  for  the  Fed,"  says  Nicholas 
;ma,  chief  economist  at  Connecticut  National  Bank. 
Although  the  Fed  can  take  some  credit  for  good  funda- 
entals,  powerful  global  forces  are  also  improving  the 
/estment  climate  in  the  U.  S.  A  crackdown  against  the 
o-democracy  forces  in  China  has  frightened  investors 
'ay  from  the  Pacific  Basin  countries,  and  they're  taking 
fuge  in  dollar-denominated  assets.  That's  helping  to  push 


After  a  surprising 
first  half,  here's 
how  the  rest  of  1989 
is  shaping  up 


the  dollar  to  levels  not  seen  in  two  years.  The  shift  in  the 
greenback  has  made  foreign  markets  less  rewarding  to 
U.  S.  investors,  but  our  analysis  indicates  that  business  is 
booming  abroad,  and  tempting  plays  shouldn't  be  over- 
looked (page  100). 

These  global  forces  have  also  captured  the  attention  of 
the  crowd  in  the  commodity  pits.  A  stronger  dollar  damp- 
ens commodity  prices  in  general.  And  there's  a  China  play, 
too.  Traders  have  been  dumping  futures  contracts  on 
wheat,  sugar,  and  cotton — all  goods  that  China  was  expect- 
ed to  import  (page  108). 

The  news  over  the  past  months  has  been  so  positive  for 
U.  S.  investments  that  some  fear  any  whiff  of  bad  news 
could  jolt  the  markets.  A  higher-than-expected  monthly  in- 
flation report  could  drastically  alter  the  outlook  for  prices. 
A  rebound  in  an  indicator  of  business  activity  could  suggest 
that  instead  of  a  soft  landing,  the  economy  is  refueling  in 
midair.  A  worsening  trade  deficit  could  mean  that  the 
strong  dollar  is  no  longer  a  big  plus  because  it  is  making 
U.  S.  exports  less  attractive. 

That's  all  true.  Then  again,  these  worries  have  been  with 
us  all  year,  and  look  how  well  the  markets  have  performed. 
The  only  time  you  have  to  be  worried  is  when  everybody 
else  isn't. 

By  Jeffrey  M.  Ladei-man  in  New  York,  with  bureau  reports 
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IN  A  SOARING  MARKET, 
THERE'S  STILL  ROOM  AT  THE  TOP 


Wall  Street's  rally  is  irresistible  to  hungry  foreign  and  institutional  investors 


■S 


Six  months  ago,  only  the 
boldest  bulls  dared  pre- 
dict that  the  Dow  Jones 
industrial  average  would 
make  it  to  2400  in  1989. 
That  would  have  been  a 
nifty  250-point  rise.  Well, 
the  Dow  crossed  that  threshold  more 
than  a  month  ago  and  has  vaulted  over 
the  2500  mark.  And  indications  are  that 
before  the  year  is  out,  stocks  could  chalk 
up  a  few  more  century  marks,  challeng- 
ing— and  even  surpassing — 
the  all-time  high  of  2722. 

It's  not  that  the  bulls  of 
December  were  too  timid. 
It's  that  the  environment 
for  U.  S.  stocks  has  gotten  a 
lot  friendlier.  The  chances 
are  good  that  the  economy 
will  be  able  to  make  a  soft 
landing,  allowing  interest 
rates  to  continue  falling  and 
profits  to  stay  strong.  The 
turmoil  in  China  and  rising 
interest  rates  and  inflation 
in  Europe  are  driving  for- 
eign investors  to  the  U.  S. 
The  dollar  is  up  20%  so  far 
this  year,  as  global  inves- 
tors increasingly  seek  a  safe 
haven.  Dollar-denominated 
assets  have  become  the  in- 
vestment of  choice. 

PLENTY  OF  CASH.  But  the 

case  for  stocks  doesn't  end 
there.  Merger  mania,  which 
had  cooled  down  earlier  in 
the  year,  is  revving  up 
again.  In  the  last  month,  the  bidding  has 
become  fast  and  furious  on  nwa  Inc. 
And  Paramount  Communications  Inc.'s 
$10.7  billion  all-cash  bid  to  bust  up  the 
no-cash  Time  Inc. /Warner  Communica- 
tions merger  is  a  sign  that  corporate 
assets  are  still  undervalued — and  there's 
plenty  of  money  around  to  gobble  them 
up  at  higher  prices.  "High  short-term 
interest  rates  slowed  the  deal  market," 
says  John  D.  Connolly,  an  investment 
strategist  at  Dean  Witter  Reynolds  Inc. 
"But  rates  are  coming  down,  and  there 
are  plenty  of  deals  to  be  done." 

So  powerful  are  the  forces  behind  the 
rally  that  Carmine  Grigoli,  chief  equity 
strategist  at  First  Boston  Corp.,  flat  out 


predicts  the  Dow  will  hit  2600  this  sum- 
mer and  2850  by  early  1990.  The  Dow,  at 
2504,  is  already  up  15.5%.  The  broader 
Standard  &  Poor's  500-stock  index  has 
done  even  better — up  16.7%.  And  don't 
forget  to  add  1.7%  to  each  of  those  for 
dividends.  The  Dow  is  within  10%  of  its 
all-time  high;  the  S&P  500  only  a  little 
less  than  5%  shy.  The  Dow  transporta- 
tion average  smashed  through  its  old 
high  two  months  ago.  The  utility  aver- 
age has  another  12%  to  go,  but  with 


interest  rates  on  the  decline,  it  may  well 
make  it  this  year. 

Small-company  stocks  are  once  again 
outpacing  the  big  ones:  The  American 
Stock  Exchange  Index  is  up  19%>  and  has 
matched  its  old  record.  The  NASDAQ 
Composite  Index,  the  broadest  measure 
of  the  over-the-counter  market,  is  up 
more  than  18%'  and  is  near  its  1987  peak. 

All  told,  the  market  has  come  so  far, 
so  fast  that  many  investment  advisers 
are  raising  yellow  flags.  "I  went  to  the 
library  and  pulled  out  lots  of  articles 
from  the  summer  of  1987,"  says  David 
E.  Nelson,  director  of  research  at  Legg 
Mason  Wood  Walker  Inc.,  a  regional 
brokerage  firm.  "And  a  lot  of  the  same 


rm 


people  are  saying  the  same  very  bu' 
things  now  as  they  said  then."  Nels| 
firm  has  been  bullish  since  stocks 
barely  off  their  postcrash  lows  in 
cember,  1987.  More  than  600  Dow  pi 
later,  stocks  don't  look  like  great 
gains  to  him.  Still,  Nelson's  firm  h; 
diverse  list  of  recommended  stocks 
includes  such  beaten-down  big  nam 
Digital  Equipment,  Eastman  Ko 
Ford  Motor,  and  K  mart,  along  wi' 
handful  of  utilities  and  regional  bai 
Nelson's  fears  about 
notwithstanding,  the  di, 
ences  between  the  sumi| 
of  1989  and  1987  are 
ing.  For  one  thing,  ear 
are  about  50%  higher 
then  they  were  then, 
means  the  S&P  500,  at  31 
selling  at  only  abou 
times  this  year's  earn 
That  is  slightly  below 
long-term  average  for 
market's  p-e  ratio.  In 
the  p-e  was  about  20.  I 
ratio  were  to  reach  onl 
then  the  S&P  would  be 
and  the  Dow  woulc 
above  3000. 

POISED  TO  BUY.  Just  alii 
portant,  interest  rates||r 
now  falling,  and  the 
has  found  new  muscle 
years  ago,  rates  were 
and  the  greenback  wa 
weak  sister  of  the  cur 
markets.  The  strengtl 
dollar  creates  demam 
U.  S.  investments.  And  falling  in1 
rates  make  stocks  an  attractive  all 
tive  to  bonds. 

Just  how  attractive  is  shown  i 
accompanying  chart  (page  95 ).  The 
onal  line  shows  the  relationship  be 
long-term  interest  rates,  the  yield 
30-year  U.  S.  Treasury  bond,  and  tl: 
500-stock  index.  The  data  come 
Morgan  Stanley  &  Co.,  and  they  a? 
that  the  S&P  500  will  earn  about 
this  year — not  an  overly  optimistii 
mate.  Right  now,  the  stock  mar 
undervalued.  At  the  current  8.2%  r; 
bonds,  the  s&P  should  be  at  356, 
10%  higher.  That  would  put  the 


over  2700. 
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Of  course,  even  if  stocks  were  to  fol- 
w  the  Morgan  Stanley  model,  it 
ouldn't  be  an  easy  ride  up  the  ladder. 
5  the  market  moves  up,  volatility  is 
so  picking  up  steam.  The  wild  intra- 
ly  swings  associated  with  program 
ading  have  become  more  evident  of 
te.  And  market  technicians  warn  that 
ere  hasn't  been  a  correction  to  this 
ill  run.  Should  one  come,  it's  unlikely 
turn  into  a  rout. 

Money  managers  who  have  missed  the 
lly  are  poised  to  buy  on  dips.  Take 
hn  Maurice,  portfolio  manager  of  the 
billion  Putnam  Fund  for  Growth  & 
come.  Because  of  the  market's  swift 
e,  some  of  the  stocks  he  wanted  to 
y  got  away  from  him.  Now,  he's 
idy  to  snap  them  up  on  a  pullback.  "I 
spect  there  are  a  lot  of  players  who 
!  light  on  equities  right  now,"  he  says, 
d  together  they  create  a  strong  de- 
nd  for  equities,  while  the  supply  has 
•unk  by  25%  over  the  last  five  years 
;ause  of  takeo  vers,  mergers,  and 
ok  buybacks.  Here's  where  the  de- 
nd  will  be  coming  from: 
'oreign  investors.  They  vanished  after 


The  economy  seems  headed 
for  a  soft  landing, 
making  the  outlook  rosier 
for  cyclical  stocks 


cheap  from  abroad.  Says  Andrew  Bark- 
er, head  of  North  American  equities  at 
London-based  Foreign  &  Colonial  Man- 
agement Ltd.:  "We're  quite  optimistic 
about  the  U.  S.  market  in  relation  to  oth- 
er share  markets." 

■  Pension  funds.  Pension  funds  poured 
plenty  of  cash  into  stocks  in  the  past 
few  months.  Yet,  their  appetite  for  equi- 
ties may  not  be  sated.  Charles  T.  Ca- 
sazza,  director  of  investment  strategy  at 
Cowen  &  Co.,  notes  that  over  the  past  15 
years,  the  equity  portion  of  balanced 
pension  funds — those  that  buy  stocks 
and  bonds — has  ranged  from  as  little  as 
46%  to  as  much  as  68%.  Today,  the  aver- 
age allocation  to  stocks  stands  at  only 
49%.  That,  says  Casazza,  shows  the  pen- 


to  draw  investors  from  the  sidelines. 
New  money  has  begun  to  flow  into  mu- 
tual funds.  "People  are  starting  to  call 
unsolicited  and  ask  for  investment 
ideas,"  says  Chuck  ReCorr,  a  Merrill 
Lynch  &  Co.  account  executive  in  Ra- 
leigh, N.  C.  But  stocks  are  still  far  from 
the  people's  choice.  The  level  of  block 
trades — those  of  10,000  shares  or 
more — is  high,  notes  Steven  Goldstein,  a 
market  analyst  for  Knight-Ridder  Trade- 
center.  "It's  all  institutional,"  he  says. 
"No  individuals  in  sight."  And  a  recent 
BUSINESS  WEEK/Harris  Poll  (page  110) 
indicates  that  only  5%  of  the  public  puts 
common  stocks  at  the  top  of  their  invest- 
ment list.  But  as  far  as  the  stock  market 
is  concerned,  historj'  shows  that  this  is  a 
bullish  sign.  When  the  public  is  clamor- 
ing for  stocks,  it's  usually  the  top  of  the 
market. 

So  far,  the  rally  has  been  concentrated 
in  the  noncyclical  companies  that  cater 
to  the  consumer.  Such  stocks  as  Pep- 
siCo, Philip  Morris,  and  Walt  Disney 
have  led  the  pack.  Cyclical  stocks,  on  the 
other  hand,  have  barely  moved.  Inves- 
tors fear  that  the  economy  will  wind  up 


STOCKS  HAVE  CLIMBED  MIGHTILY  THIS  YEAR  -  AND  COULD  MOVE  EVEN  HIGHER 
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▲  STANDARD  &  POOR'S  500-STOCK  INDEX 


The  chart  to  the  right  shows  how  interest 
rotes  should  affect  stock  prices.  Point  A  on 
the  line  indicates  that  when  the  long-term 
rate  is  8.8%,  the  S&P  500  should  be  325. 
If  the  rate  falls  to  8.6%,  then  the  market 
should  rise  to  334  on  the  S&P  (point  B  on 
the  line).  Currently,  the  long-term  rate  is 
8.2%,  which  means  that  the  S&P  should  be 
356  (point  C  on  the  line).  But  the  S&P  now 
is  only  324  (point  D,  below  the  line).  This 
suggests  that  the  market  is  undervalued  by 
some  32  points  on  the  S&P,  or  about  220 
points  on  the  Dow  Jones  industrials. 
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'.rash  and  tiptoed  back  earlier  in  the 
Now,  it's  almost  a  stampede,  and  it 
ids  from  big  institutions  down  to 
ndividual.  Since  the  crash,  "we've 
telling  investors  that  U.  S.  stocks 
the  least  expensive  assets  in  the 
1,"  says  Beniko  Tsubaki,  a  vice- 
dent  at  Salomon  Brothers  Asia  Ltd. 
okyo.  "Now,  that's  beginning  to 
."  With  the  newspapers  full  of  sto- 
ibout  Mitsui  Trust  &  Banking  Co. 
)ther  big  investors  pouring  several 
1  yen  into  U.  S.  stocks,  she  adds, 
r  Japanese  investors  are  nervous 
;  being  left  out."  What  they're  buy- 
re  the  usual  brand  names:  Boeing, 
Cola,  General  Motors,  and  IBM. 
'in  with  the  rally,  U.  S.  stocks  look 


sion  funds  could  buy  a  lot  more  stock 
before  they  have  filled  their  plates. 

■  Corporate  investors.  Cash  flow  is  the 
force  that  allows  companies  to  make 
deals  or  buy  back  their  own  stock.  Free 
cash  flow — what's  left  over  after  all 
cash  commitments  are  met — should 
grow  at  a  solid  7%  this  year,  says  Ken- 
neth S.  Hackel,  president  of  Systematic 
Financial  Management  Inc.  Companies 
that  don't  put  their  cash  flow  to  good 
use  often  become  the  takeover  targets 
of  those  that  do.  Among  the  stocks 
Hackel  finds  attractive  because  of  their 
cash  flows  are  Georgia  Gulf,  Meredith, 
Pfizer,  and  Rohm  &  Haas. 

■  Individual  investors.  The  stock  mar- 
ket's meteoric  rise  this  year  is  beginning 


in  recession  and  earnings  will  suffer. 

But  as  the  soft  landing  comes  into 
view,  cyclicals  could  really  break  out. 
Alexander  P.  Paris,  president  of  Bar- 
rington  Research  Associates,  says  heart- 
land industrials  have  restructured  and 
greatly  reduced  costs  since  the  last  slow- 
down. Among  his  favorites  are  A.  M. 
Castle,  Clark  Equipment,  and  W.  W. 
Grainger.  Paris'  prediction:  The  manu- 
facturers will  get  through  a  slowdown 
far  better  than  most  investors  think.  If 
he's  right,  the  rush  to  cyclicals  will  give 
the  stock  market  yet  another  boost.  But 
the  way  things  are  going  right  now,  that 
may  be  just  icing  on  the  cake. 

By  Jeffrey  M.  Lademian  in  New  York, 
with  bureau  reports 
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IF  YOU'RE  PLAYING  THE  SPECS, 
LOOK  HARD  AT  THE  TECHS 


Among  the  stocks  that  could  soar:  Computer-graphics  and  video-game  companies 


No.  The  stock  market 
hasn't  been  swamped  by 
an  overdose  of  specula- 
tive betting.  Despite  the 
19%  rise  so  far  this  year 
in  the  American  Stock 
Exchange  Index  and  an 
lS'/(  jump  in  the  NASDAQ  Composite  In- 
dex, the  market's  speculative  fervor 
shows  no  sign  of  approaching  the  dan- 
ger zone. 

The  reaso/i,  say  market  watchers,  is 
that  the  small  investor  who 
usually  feeds  on  the  low- 
priced  but  risk-laden  stocks 
has  yet  to  join  the  buying 
spree.  Institutions  and  for- 
eign investors  have  been  do- 
ing almost  all  the  buying. 

Small-capitalization  stock.s, 
where  most  speculative  plays 
are  found,  have  lots  of 
fans — even  in  the  big  broker- 
age firms.  Abby  Joseph  Co- 
hen, Drexel  Burnham  Lam- 
bert Inc.'s  senior  investment 
strategist,  and  Burt  Siegel, 
chief  investment  officer, 
point  out  that  the  smaller 
companies  in  the  first  quar- 
ter had  better-than-expected 
earnings.  In  fact,  they 
showed  a  higher  percentage 
of  positive  earnings  surprises 
than  did  the  large-cap  stocks 
in  a  number  of  sectors,  in- 
cluding technology. 
BIG  JUMP.  Indeed,  some  pros 
believe  that  the  lucrative 
plays  are  to  be  found  in  the 
depressed  technology  group. 
Not  just  plain  high  techs, 
though.  The  juicy  pickings 
are  in  the  emerging-growth 
technology  area,  says  Sam 
Navarro,  managing  director 
of  technology  research  at  La- 
(lenburg  Thalmann  &  Co. 

Navarro  is  betting  that 
companies  engaged  in  com- 
puter graphics  will  be  among 

j  the  top  winners,  because 
otorv  powerful  microproces- 
-o/s  and  high-performance 

!  ? 01 '.ware  require  higher-reso 

I  lutiijsi  graphics.  His  choice: 


Tseng  Laboratories,  a  leading  designer 
of  graphics  integrated  circuits  or  chips 
and  printed  circuit  boards.  These  are 
plugged  into  PCs  to  improve  the  graphics 
and  used  in  IBM  clones,  or  IBM-compati- 
ble PCs.  The  Tseng-designed  chips  give 
PCs  the  capacity  to  produce  graphics 
that  match  the  quality  of  IBM's  newer 
PCs,  explains  Navarro. 

Tseng  has  been  a  strong  performer, 
leaping  from  less  than  $2  a  share  in 
March  to  more  than  $5.  But  Navarro 
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Company 

Business  1988-89 
high 

Recent 
price 

ACCLAIM 
ENnRTAINMENT 

Home  video  products 

678 

33/4 

DIAGNOSTIC/RETRIEVAL 
SYSTEMS 

Antisub  warfare  technology 

17 

EVEREST  &  JENNINGS 
CUSSB 

Wheelchairs  and  medical 
equipment 

17  72 

nVe 

NBi 

Office  computer  systems 

13  72 

1  Ve 

PARUIX  FRAGRANCES 

Fragrances  and  beauty  products 

7% 

SVb 

SCAN-GRAPHICS 

Hardware  and  software  for  faxes 

1% 

56  t 

SEiTEL 

Seismic  data  bank 

sys 

6% 

TSENG  LAeORATORIES 

Designer  of  integrated  chips 

DATA:  BW  SURVEY  Of  INVESTMENT  BANKERS 

insists  that  investors  should  not 
turned  off  by  the  big  jump.  He  still  se 
a  doubling  in  the  stock.  Navarro  expe<| 
revenues  to  jump  to  $42  million  this  ye 
and  to  $60  million  in  1990,  up  shar 
from  $2L5  million  in  1988.  Earnir 
should  rise  to  42$  a  share  this  year 
to  60(t  in  1990,  up  from  18$  last  year.] 
Tempting  turnarounds  in  technolc 
companies  are  also  attracting  some  pr| 
Take  NBI,  a  stock  that  was  trading  in 
50s  in  1983  until  things  went  suddeJ 
sour.  A  maker  of  compui 
systems  for  office  applil 
tions,  NBI  started  going  doi 
in  1984,  after  it  had  acquiJ 
an  office-supply  business  | 
1982  that  put  the  compa 
deep  in  the  red.  Its  sti 
skidded  below  $2  a  sha 
where  it's  currently  tradij 
"NBI  is  on  the  threshold  o| 
major,  classic  turnarour 
says  Frederic  S.  Greenwjl 
executive  vice-president  T 
Woodmere  Securities  Inc.  ( 
A  new  management,  lec 
President  Stephen  Jerri| 
who  came  aboard  in  Ji 
1988,  slashed  NBl's  exper 
by  50%.  Based  on  estima 
annual  sales  growth  of  31 
Greenwald  expects  earnii 
of  $1  to  $1.25  a  share  in  [ 
year  ending  June  30,  lij 
vs.  an  estimated  loss  of  $^ 
in  fiscal  1989. 

Also  on  the  comeback 
is  the  video-game  busiw 
which  all  but  collapsed 
1985.  The  revival  is  being 
by  Nintendo  Co.,  a  Japar  ^^jj^^j^ 
manufacturer  that  accoi  ^ 
for  70%  of  the  U.  S.  mar 
The  company  in  1988 
about  5  million  video-gi 
systems  in  the  U.  S.  and, 
pects  to  sell  another  5  mi| 
this  year. 

One  way  to  play  the 
tendo  craze  is  through  A-  ~!\f' 


claim  Entertainment,  a 
lisher  and  distributor* 
home  entertainment  pji 
ucts,  including  video-g 
cartridges  for  the  Nint(l 
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tertainment  System.  It  signed  an  ac- 
•d  with  Nintendo  of  America  early 
s  year  to  market  Nintendo-compatible 
leo  games.  Acclaim  products  are  dis- 
puted through  large  outlets,  including 
ys  'R'  Us,  K  mart.  Sears  Roebuck, 
i  Wal-Mart.  Acclaim  has  other  video 
ftware  products.  Among  them: 
mbo,  WrestleMania,  and  Airwolf. 
sales  have  grown  from  under  $1  mil- 
1  in  fiscal  1987  to  $38.5  million  in  the 
ir  that  ended  last  August  and  are  ex- 
ited to  soar  to  nearly  $100  million  this 
cal  year,  with  earnings  rising  to  50(t  a 
ire  vs.  14(t  last  year.  One  analyst  be- 
res  that  the  stock,  currently  trading 
3%,  will  hit  10  this  year. 
)Ome  savvy  traders  are  buying  shares 
3can-Graphics,  a  maker  of  high-speed, 
itinuous-feed,  oversize  document 
nners  for  fax  machines.  The  scanners 
used  for  the  transmission  of  docu- 
nts  such  as  engineering  drawings. 
n-Graphics'  products  and  services  are 
rketed  primarily  to  equipment  mak- 
and  corporate  customers. 
THE  CARDS.  Scan-Graphics  recently 
led  an  agreement  with  GTX  Corp.  to 
ply  large  document  scanners  for 
's  drawing  processor  system,s.  Scan- 
phics  was  also  chosen  recently  by 
to  be  an  authorized  specialist  under 
i  Business  Partners  program.  Scan- 
I  phics  products  will  be  combined  with 
j  hardware  in  its  imaging  systems. 
,  3  IBM  decision  validates  Scan-Graph- 
;|  little-known  scanning  technology," 
t  Kazi  Hasan,  director  of  investment 
I  tegy  at  J.  F.  Lowe  &  Co. 

;her  companies  that  use  Scan-Graph- 
)■  iCanners  include  Digital  Equipment, 
rican  Telephone  &  Telegraph,  and 
on  Telegraph  &  Telephone.  Hasan 
"  cts  the  company  to  earn  5<t  a  share 
t  vear  and  20$  in  1990,  vs.  a  loss  last 
A  tripling  of  Scan-Graphics'  stock, 
f  ntly  trading  at  56$  a  share,  is  in  the 
says  Hasan. 

!iargain  hunters  are  also  sniffing 
unities  in  another  corner  of  the 
riced  investment  arena.  They  like 

P  IX  Fragrances,  a  maker  of  fra- 

?  .'es  and  beauty-related  products, 
as  the  Anne  Klein  H  line.  Company 

I   rs  have  been  busy  buying  shares, 

i  ntly  trading  at  5%. 
nagement  and  insiders  already  own 

■   68%  of  the  nearly  2  million  shares 
inding.  One  insider.  Ilia  Lekach, 

<i  heads  a  Miami  investment  group, 

0  )ls  about  30%.  He  has  made  a  bid 
luire  Alfin  Inc.,  another  fragrance 
■.  but  his  bid  has  been  rejected  by 
board.  So  the  whispers  are  that 
sht  go  after  Parlux  instead.  With 
hout  a  takeover,  however,  invest- 
adviser  Stephen  Leeb  believes  the 
IS  worth  $12  a  share  based  on  its 

H  and  growth  prospects. 
M     By  Gene  G.  Marcial  in  New  York 


BY  GENE  G.  MARCIAL 


ARE  MCA  AND 
DISNEY  READY 
TO  CO-STAR? 

Hollywood  film  and  entertain- 
ment biggie  MCA  has  been  men- 
tioned as  a  protagonist  in  the 
takeover  battle  for  Time.  But  that's 
not  why  the  stock  jumped  from  56  to 
58  on  June  13,  and  another  2  points  the 
next  day  after  zigzagging  between  53 
and  56  since  early  May. 

True,  a  much-rumored  buyout  has 
failed  to  materialize  since  February, 
when  the  stock  started  moving  from 
the  mid-40s.  But  now  a  deal  may  be 
just  around  the  corner.  The  word  in 
April  was  that  Sony  was  interested  in 
acquiring  MCA.  Sony  denied  the  report. 
The  latest  whisper:  A  stock  merger 


MCA  STOCK 
GETS  MIXED  REVIEWS 

60-1  


58- 


50- 


makes  movies,  owns  a  cable-TV  chan- 
nel, and  operates  several  theme  parks. 

A  hostile  takeover  would  be  tough  to 
pull  off,  since  Wasserman  owns  15.5% 
of  the  company.  Along  with  the  shares 
held  by  other  insiders,  management 
controls  nearly  19%.  If  Wasserman  an- 
nounces a  deal,  he  would  be  putting 
MCA  in  play.  "In  all  likelihood,  droves 
of  friendly  and  unfriendly  suitors 
would  then  go  after  the  company," 
notes  one  New  York  investment  strate- 
gist. MCA  didn't  return  calls,  and  Dis- 
ney declined  to  comment. 

Lisbeth  Barron,  an  analyst  at  Mc- 
Kinley  Allsopp,  thinks  that,  based  on 
earnings,  MCA  is  fully  priced.  Based  on 
its  assets,  though,  "MCA  is  way  under- 
valued." Barron  figures  those  assets 
are  worth  about  $75  a  share. 


HASBRO  MAY  LEAVE 
ITS  FAMHY  HOME 

Shares  of  Hasbro,  the  world's 
largest  toymaker,  have  been  gy- 
rating since  February  as  a  result 
of  takeover  rumors  and  the  failing 
health  of  Chairman  and  CEO  Stephen 
Hassenfeld  (page  152).  Word  of  Has- 
senfeld's  hospitalization  in  late  May 
bolstered  talk  that  the  Hassenfeld  fam- 
ily, which  owns  18%-,  would  sell  out. 
The  stock,  which  had  risen  to  nearly  22 
in  late  May  from  16  in  February,  has 
quieted  down  and  is  now  trading  at  21. 

But  Hasbro  may  start  stirring  again. 
Family  representatives  are  said  to  be 
talking  with  investment  bankers. 
Warner  Communications  owns  13.4%^'  in 
a  trust  whose  three  trustees  include 
Hassenfeld  and  his  40-year-old  brother, 
Alan,  Hasbro's  president.  Warner  isn't 
interested  in  Hasbro,  says  a  pro. 

But,  say  several  pros,  one  company 
does:  Nintendo,  the  Japanese  electronic 


is  in  the  offing  between  Walt  Disney 
and  MCA,  similar  to  what  Time  and 
Warner  Communications  set  out  to  do 
before  Paramount  Communications 
sprang  its  $10.7  billion  bid  to  buy  Time. 

One  New  York  investment  manager 
contends  that  MCA  Chairman  Lew  Was- 
serman, who  is  75,  is  finally  thinking  of 
relinquishing  control  through  a  friend- 
ly merger.  This  pro  says  that  Disney 
Chairman  Michael  Eisner  has  been 
chatting  with  Wasserman  for  quite  a 
while  about  teaming  up. 

The  proposed  deal:  Each  share  of 
MCA  will  be  entitled  to  at  least  four- 
fifths  of  one  new  share  of  Disney 
stock,  worth  roughly  $73  to  $75  a 
share.  Disney  fell  IVi,  to  91,  on  the  day 
MCA  ran  up  2  points.  Like  MCA,  Disney 


toymaker.  Word  is  that  Nintendo, 
whose  video  games  have  gained  wide- 
spread popularity  in  the  U.  S.,  is  ex- 
pected to  make  a  $30-to-$35-a-share  bid 
for  Hasbro.  A  Hasbro  spokesman  de- 
clined comment. 

If  Stephen  Hassenfeld's  condition 
worsens,  expect  the  stock  to  react. 
Hasbro's  recent  move  in  putting  up  a 
poison  pill  "only  confirms  that  Hasbro 
is  vulnerable  to  a  takeover,"  says  John 
Calgagnini,  analyst  at  13F  Opportuni- 
ties Report.  "The  company  is  very  at- 
tractive to  a  lot  of  toymakers  and  other 
companies  in  related  fields,  such  as 
Walt  Disney,"  he  says.  Hasbro  prod- 
ucts include  the  popular  G.  I.  Joe, 
Playskool  toys  for  preschoolers,  and 
Milton  Bradley  board  games. 
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MOST  FUNDS  ARE  BOOMING, 

BUT  THE  BIGCEST  BANG  IS  IN  SMALL-CAPS 

Little-company  funds  are  outperforming  the  S&P  500.  But  pity  the  poor  gold  bugs 


Will  the  1990s  be  the  de- 
cade of  the  small  compa- 
ny? The  rumblings  in  mu- 
tual-fund land  seem  to  be 
saying  yes.  For  the  first 
half  of  the  year,  11  funds 
specializing  in  small 
growth  companies  made  the  top  50  list, 
and  6  placed  in  the  top  10.  So  far  this 
year,  Morningstar  Inc.'s  "small  compa- 
ny" and  "aggressive  growth"  categories 
were  the  only  fund  groupings  to  better 
the  Standard  &  Poor's  500-stock  index. 
Morningstar's  70  small-company  funds 
racked  up  a  20.8%'  total  return — price 
appreciation  plus  dividends — vs.  19.5% 
for  the  S&P  500  through  June  9.  Aggres- 
sive growth  funds  edged  the  broad 
index,  returning  19.9% 

But  investors  didn't  have  to  stick 
to  small-stock  or  high-risk  funds. 
Diversified  equity  funds — the  um- 
brella term  for  most  stock  mutual 
funds — have  scored  an  average  to- 
tal return  of  18.4%  so  far  this  year; 
last  year,  they  dragged  almost  two 
points  behind  the  S&P's  gain. 

The  damper  on  all  the  good  news 
comes  for  investors  in  funds  special- 
izing in  gold  and  other  precious 
metals.  There's  just  too  much  bull- 
ishness around  to  leave  much 
oomph  for  an  investment  that  typi- 
cally soars  in  dire  times.  Financial 
Strategic  Gold's  1989  loss  of  7.29% 
was  sharp  enough  to  make  it  fifth- 
worst  among  the  50  losers;  on  aver- 
age, precious-metals  funds  stum- 
bled by  1.1%. 

FADING  SKITTISHNESS.  International 
funds  were  hammered  by  the 
strengthening  dollar.  Although 
many  foreign  stocks  rose  in  their 
own  currencies,  the  gains  were 
more  than  offset  by  the  declining 
value  of  those  currencies.  Even  the 
popular  Japan  Fund,  which  has  av- 
eraged a  19.6%  total  return  for  10 
years,  wasn't  immune,  as  its  9.29% 
loss  put  it  at  No.  3  among  the  los- 
ers. The  77  international  funds 
tracked  by  ?4orningstar  eked  out  a 
paltry  8.97%  return  through  June  9. 

In  general,  though,  the  perfor- 
mance of  funds  lent  credence  to  the 
notion  that  the  individual  investor's 


postcrash  skittishness  is  beginning  to 
fade.  In  1988,  people  pulled  a  net  $3.8 
billion  from  the  equity  funds'  coffers. 
That  left  the  funds  with  some  $200  bil- 
lion, but  it  was  the  first  such  decline  in 
10  years.  Through  April,  the  trend  is 
back  to  the  plus  side,  with  more  than  $1 
billion  flowing  in,  according  to  the  In- 
vestment Company  Institute. 

But  the  recent  champs,  the  small-com- 
pany funds,  are  still  waiting  for  Mr.  and 
Ms.  Investor  to  wake  up  and  buy  in.  For 
example.  Twentieth  Century  Vista  In- 
vestors ranked  sixth  among  top  per- 
forming funds  with  its  total  return  of 
36.35%.  Even  so,  Vista  manager  Robert 
Puff  says  there  has  been  a  net  outflow 


of  money.  Overall,  during  the  12  mon| 
ended  May  31,  prices  of  Morningsl 
small-company  funds  rose  by  more  tl 
24%.  But  the  assets  they  managed 
creased  by  just  15% — another  way 
saying  that  people  are  redeeming  mj 
shares  than  they're  buying. 

How  come?  Wayne  Leizear,  vice-prj 
dent  of  AIM  Distributors  Inc.,  which  sj 
four  equity  mutual  funds,  says  it's 
sign  of  caution:  "The  first  step  for 
investor  is  to  look  for  funds  that  cone 
trate  in  larger-capitalization  stocks 
modicum  of  protection."  Indeed,  for  le 
past  couple  of  months,  the  bull  marst 
has  been  led  by  the  large-capitalizato 
stocks.  That  leaves  many  in  the  indus 
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FIXED-INCOME  FUNDS 


WINNERS 

Total 

return* 

FIDELITY  CONVERTIBLE  SECURITIES 

15.06% 

PRU-BACHE  INCOMEVERTIBLE  PLUS 

13.81 

AMERICAN  CAPITAL  HARBOR 

13.35 

SBSF  CONVERTIBLE  SECURITIES 

13.04 

VANGUARD  CONVERTIBLE 

12.88 

PUTNAM  CONV.  INCOME-GROWTH 

11.58 

HERITAGE  CONV.  INCOME-GROWTH 

11.48 

DREXEL  SERIES  CONVERTIBLE 

11.12 

CALAMOS  CONVERTIBLE 

11.11 

DEAN  WITTER  CONVERTIBLE 

10.92 

LOSERS 

Total 

return* 

T.  ROWE  PRICE  INTL  BOND 

-11.279 

KLEINWORTH  BENSON  GLOBAL  INC. 

-8.16 

AMERICAN  INVESTORS  INCOME 

-6.58 

MERRILL  RETIREMENT  GLOBAL  BD.  B 

-5.81 

MERRILL  RETIREMENT  GLOBAL  BD.  A 

-5.53 

PAINEWEBBER  MASTER  GLOBAL  INC. 

-5.24 

NEW  ENGLAND  GLOBAL  GOVT. 

-4.74 

SCUDDER  INTERNATIONAL  BOND 

-4.49; 

INTERNATIONAL  CASH  PORT. 

-3.71  j 

JOHN  HANCOCK  WORLD  FIXED-INC 

-3.39 

"Appreciation  plus  income  distnbutions. 
Dec.  31  through  May  31 


TAXABLE  FIXES-INCOME  FUND  AVERAGE*     4.21   data  morningstar 
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EQUITY  FUNDS: 
FIRST-HALF  HEROES  AND  HEAVIES 


ith  the  firm  belief  that  small-cap  stocks 
•e  a  relative  bargain. 
"The  momentum  for  small-cap  stocks 
ill  last  a  long  time,"  says  Binkley 
lorts,   manager  of  the  Over-the- 
junter  Securities  Fund.  The  NASDAQ  is- 
les,  composed   largely  of  small-cap 
ocks,  take  turns  running  ahead  of  and 
'hind  the  S&P  in  cycles  that  last  four  or 
re  years,  notes  Shorts.  The  S&P  had 
en  on  top  since  1983,  but  last  year  the 
.uation  began  to  reverse.  "The  major 
3ssage  is  that  smaller-cap  stocks  rep- 
sent  a  much  more  attractive  risk-re- 
ird  situation  than  blue  chips,"  says 
larles   E.   Albers,   manager  of  the 
lardian  Park  Avenue  Fund. 
Harry  Hutzler  manages  two  aim 
ids:  Constellation,  a  small-cap  portfo- 
and  Weingarten  Equity  Fund,  a 
re  broadly  diversified  fund,  both  of 
ich  have  outperformed  the  S&P  500 
!r  five-  and  ten-year  periods.  Histori- 
ly,  the  price-earnings  ratio  of  stocks 
Constellation's   portfolio   has  been 
)ut  twice  Weingarten's.  But  both 
ds  have  a  p-e  ratio  now  of  about  13. 
tzler's  conclusion  is  the  same  as  that 
Shorts  and  Albers:  Small-cap  stocks 
{  undervalued,  with  a  ways  to  run  yet. 
I  jORILLA.'  Among  the  winners,  tele- 
,  imunications  in  general  and  cellular 
nes  in  particular  did  more  than  their 
re  to  boost  net  asset  values.  "MCI  has 
1  a  gorilla  of  a  stock  for  us,"  says 
1  H.  Laporte,  president  of  T.  Rowe 
e  New  America  Growth  Fund.  Over 
past  year,  MCI  Communications  Corp. 
soared  from  about  13  to  about  41. 
Twentieth  Century  Ultra's  biggest 
ing.  Cellular  Communications,  has 
ed  from  around  11  in  late  1987  to 
under  40  on  June  12. 
the  fixed-income  category  (table), 
)ig  winners  are  the  convertible  bond 
s.  Convertibles  have  one  foot  in  the 
d  of  bonds,  one  in  equities.  Their 
■ns  are  enjoying  the  best  of  both 
ds,  though  not  on  a  par  with  the 
!st  stock  funds.  For  the  12  months 
d  May  31,  convertibles  have  had  a 
return  averaging  13.75%,  of  which 
oints  was  income — far  richer  than 
■AJo  dividend  yield  of  the  s&p  500. 
long  the  10  largest  equity  funds, 
59  billion  Fidelity  Magellan  Fund 
d  the  highest.  Its  total  return  was 
through  June  9,  according  to 
ingstar,  and  managers  attribute 
af  the  gain  to  a  heavy  position  in 
s  of  the  Federal  National  Mort- 
Assn.  Runners-up  among  the  big- 
vere  Washington  Mutual  Investors 
.4%  and  Investment  Company  of 
ica  at  18.8%.  Don't  look  for  them  to 
issing  around  much  with  small-cap 
!.  But  don't  let  that  stop  you  from 
■g  for  funds  that  do. 
'David  Zigas  xvith  Larry  Light  m  New 


LEADERS 

Fond  Total  return* 


Alger  Small  Capitalization  47.46% 

Delaware  Group  Trend  40.94 

Twentieth  Century  Ultra  Investors  39.52 

Fidelity  Select  Broadcasting  &  Media  37.52 

Founders  Frontier  37.47 


Twentieth  Century  Vista  Investors  36.35 

Twentieth  Century  Giftrust  Investors  36.30 

Lehman  Capital  36.07 

Hartwell  Emerging  Growth  35.95 

Kaufmann  35.14 


Fidelity  Select  Telecommunications  34.86 

Putnam  Information  Sciences  Trust  34.01 

Shearson  Lehm.  Hutton  Aggr.  Growth  33.95 

Fidelity  Select  Medical  Delivery  33 . 76 

Mass .  Investors  Growth  Stock  33.10 


Philadelphia  32.94 

American  Telecom  Trust-Growth  32.47 

T.  Rowe  Price  New  America  Growth  32. 1 5 

Scudder  Capital  Growth  32.05 

IDEXII  32.01 


Pasadena  Growth  31.89 

Fidelity  Select  Regional  Bonks  31.85 

IDEX  31.80 

AARP  Capital  Growth  31.67 

Pacific  Horizon  Aggressive  Growrth  31.53 


Janus  Twenty  31.47 

Flag  Investors  Emerging  Growth  31 .36 

MFS  Managed  Sectors  Trust  3 1 . 20 

Janus  31.00 

Twentieth  Century  Growth  Investors  30.95 


Bull  &  Bear  Special  Equities  30.88 

Legg  Mason  Special  Investment  Trust  30.73 

Financial  Strategic  Leisure  30.57 

Oberweis  Emerging  Growth  30.52 

Hartwell  Growth  30.48 


IDEX  3  30.37 

Founders  Growth  30.22 

Founders  Special  30. 1 6 

MFS  Lifetime  Managed  Sectors  30.14 

Alliance  Quasar  29.91 


Equity  Portfolio:  Growth  29.41 

AMEV  Special  Fund  29.24 

AMEV  Growth  Fund  29.19 

IDS  Growth  29.11 

Oppenheimer  OTC  29.04 


Sherman  Dean  28.94 

AMEV  Fiduciary  28.84 

T.  Rowe  Price  Science  &  Technology  28.82 

Steadmon  Associoted  Fund  28.81 

Financial  Strategic  Health  Sciences  28.49 


*Appreciation  plus  reinvestment  of  dividends  through  June  9 


LAGGARDS 

Fund  Total  return* 


Merrill  Lynch  Pacific  B  -13.01  % 

Merrill  Lynch  Pacific  A  -12.67 

Japan  .  -9.29 
Keystone  International  -8.82 
Financial  Strategic  Gold  -7.29 


John  Hancock  World  Pacific  Basin  -7.25 

Colonial  International  Equity  Index  -7.19 

Sigma  World  -6.52 

Colonial  Advanced  Strategies  Gold  -6.15 

Blonchard  Precious  Metals  -5.70 


Strategic  Gold /Minerals  -5.07 

United  Services  New  Prospector  -4.96 

Thomson  McKinnon  Prec.  Met.  -4.44 

Scudder  Gold  -4.44 

Strategic  Silver  -4.40 


Nomura  Pacific  Basin  -4.24 

Benhom  Gold  Equities  Index  -4.20 

Von  Eck  World  Trends  -3.92 

Lexington  Goldfund  -3.65 

Fidelity  Pacific  Basin  -3.58 


Van  Eck  Gold / Resources  -3.56 

United  International  Growth  -2.96 

Vanguard  World  International  Growth  -2.72 

Shearson  Lehmon  Prec.  Met.  -2.59 

USAA  Investment  Trust-Gold  -2.56 


International  Equity  -2.49 

USAA  Investment  Trust  International  -2.28 

IDS  Precious  Metals  -2.28 

Fidelity  Overseas  -2.17 

Kemper  International  -1.83 


Vanguard  Specialized  Gold/Prec.  Met.  -1 .78 
Equity  Strategies  -1 .75 

Fidelity  Select  American  Gold  - 1 . 74 

Bull  &  Bear  Gold  Investors  -1.58 
IDS  International  -1.48 


Shearson  Lehman  Prec.  Met./Min.  -1.41 

Rodney  Square  International  Equity  -1 .26 

Prudentiol-Boche  Global  -l.Ql 

lAI  International  -0.92 

FT  International  -0.89 


Financial  Strotegic  Pacific  Basin  -0.77 

First  Investors  Value  -0.75 

IDS  Strategy  Pan  Pacific  -0.56 

DFA  United  Kingdom  Small  Compony  -0.20 

United  Gold  &  Government  -0.17 


Keystone  Precious  Metals  Holdings  -0.06 
Excel  Midas  Gold  Shares  0.00 
Fidelity  Select  Prec.  Met.  0.18 
Fidelity  International  Growth  &  Income  0.34 
Strotegiclnvestments  0.36 


DATA:  MORNINGSTAR  INC. 


S&P  500'  19.50% 
ALL-EQUITY  AVERAGE*  1 8.4 1  % 
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FOREIGN  BOURSES 

ARE  CATCHING  EXPORT  FEVER 


Investors  bet  on  America's  appetite  for  goods  made  cheaper  by  the  dollar's  rise 


The  mark  and  yen  are 
sinking,  West  German 
and  Japanese  interest 
rates  are  on  the  rise, 
and  China  is  in  turmoil. 
You  would  think  that 
global  money  mavens 
would  be  telling  clients  to  stick  to 
the  safety  of  the  U.  S.,  right?  Not  ex- 
actly. Foreigners  may  be  flocking  to 
American  stocks  and  bonds,  but  they  are 
hardly  forsaking  their  own  markets. 

Reasoning  that  a  healthier 
dollar  will  make  it  cheaper 
for  Americans  to  buy  foreign 
wares,  savvj-  stock  pickers 
abroad  are  snapping  up  near- 
ly anything  that  hints  of  ex- 
port. For  Americans,  the  hap- 
py news  is  tempered:  When  it 
comes  time  to  sell  a  foreign 
stock,  it  can  cost  so  much  to 
swing  back  into  dollars  that 
the  stock  profit  is  wiped  out 
(table). 

EXPORT  FEVER.  Still,  export- 
fueled  economic  growth  may 
be  strong  enough  to  be 
worth  the  risk.  Indeed,  ex- 
port fever  is  carrying  Frank- 
furt's stock  market  to  near- 
record  highs — and  some  say 
Tokyo  won't  wait  too  long  to 
catch  up.  "If  Japanese  com- 
panies were  competitive  at 
125  yen  to  the  dollar,"  says 
fund  manager  Gregory  M. 
McKee  at  Tokyo's  Yasuda 
Trust  &  Banking  Co.,  "just 
think  how  powerful  they  are  at  140." 

With  the  West  German  mark  down 
sharply  against  the  dollar  this  year, 
smart  investors  have  been  buying  Ger- 
man export  stocks  by  the  bushel.  Mi- 
chael Zlotnik,  an  analyst  at  Bank  fiir 
Gemeinwirtschaft,  likes  machinery  mak- 
ers Hoeseh,  Mannesmann,  and  Gilde- 
meister,  all  of  which  registered  257'  in- 
creases in  incoming  orders  when  the 
dollar  began  rising  in  April. 

Vv  iih  the  German  economy  booming, 
many  fund  managers  are  also  buying 
const)  ' iction  companies  and  insurers. 
And  wiiile  another  interest  rate  hike  by 
the  Buni!f-sbank  could  take  some  of  the 
steam  out  of  the  rally,  many  observers 


remain  unfazed.  "You're  going  to  see 
really  strong  earnings."  says  Gerhard 
Eberstadt,  deputy  managing  director  of 
Dresdner  Bank.  "This  will  be  a  driving 
force." 

Even  if  the  dollar's  surge  tails  off  as 
the  U.  S.  economy  slows,  many  central 
bankers  and  fund  managers  believe  that 
it  will  stabilize  at  a  higher  level  than  it 
found  only  two  months  ago.  Thus,  ana 
lysts  say,  stick  with  the 
strong-dollar  theme.  And  be 


cause  not  every  market  is  as  robust  as 
Frankfurt's,  they  recommend  buying 
along  industry  rather  than  country  lines. 

Capital-goods  makers,  basking  in  a 
worldwide  investment  boom,  are  a  lead- 
ing choice.  Frank  V.  Jennings,  managing 
director  at  New  York's  .\IG  Global  Inves- 
tors, is  keen  on  Italian  construction  com- 
pany Danieli,  Swedish  drilling-equipment 
company  Copco,  France's  Schneider,  and 
the  Swedish-Swiss  conglomerate  Asea- 
Brown  Boveri.  Jennings  is  high  on  bio- 
technology, with  Finland's  Cultor  and 
Australian  yeast  maker  Burns,  Philp  & 
Co.  among  his  top  picks. 

Patrizio  Merciai,  an  analyst  with  Gene- 
va's Lombard,  Odier  &  Cie.,  is  betting  on 


deeply  entrenched  consumer  compani 
including  Swiss  pharmaceutical  gij 
Ciba-Geigy,  retailer  Carrefour,  and  ap 
itif  maker  Pernod  Ricard  of  France, 
also  favors  a  few  technology  issi 
among  them  Ericsson  of  Sweden 
Stet  and  Italcable  of  Italy.  But  he  s| 
gests  steering  clear  of  auto  stod 
which  likely  will  suffer  from  hea^ 
Japanese  competition. 

Not  even  Britain's  wearj'  economy  ■ 
dishearten  these  stock  picl< 
now.  Margaret  Thatchc 
supply-side  miracle  is  rap:] 
souring,  with  inflation  at| 
and  interest  rates  at 
Not  to  worry,  says  Cha 
Brown,  an  analyst  with  GJ 
man,  Sachs  &  Co.  He  if 
British  companies  that 
made  multibillion-dollar 
acquisitions  in  the  last 
years  and  that  now  are 
lated  against  Britain's  w(| 
TAKING  A  BREATHER.  Ar 

the  multinationals  Bri| 
money  managers  fai 
Grand  Metropolitan 
which  owns  Pillsbury  Co.] 
expects  half  of  its  profits  | 
year  to  come  from  the 
Another  favorite,  Max| 
I  ,j      Communications  Corp., 

I       J,    T?    generate  90^^  of  its  earn 
'       ^    \  i    in  the  U.  S.  by  1990.  Anc 
chael  Hughes,  chief  st 
gist  at  Barclays  de  ZJ 
Wedd  Securities,   goes  - 
conglomerate  Hanson 
B.\T  Industries,  which  is  rumored  to  | 
Hanson  takeover  target. 

Careful  stock-picking  is  more  ir 
tant  than  ever  in  high-priced  Tc 
After  rising  27%  since  last  Septenl 
the  Tokyo  exchange  appears  to  bej 
ing  a  breather.  Trading  volume  is 
to  a  third  of  last  summer's  volur 
nearly  3  billion  shares  a  day,  and  Jl 
continues  to  suffer  from  the  politicaj 
sis  of  the  Recruit  scandal.  China's  s| 
has  hurt,  too:  Because  Japan  is  ChJ 
biggest  lender  and  its  biggest  tra 
partner,  some  investors  have  been  1 
ing  away  for  China-related  real 
alone. 

Still,  some  say  the  dollar's  strf] 
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kes  big  Japanese  export  companies 
5sistible.  They  are  selling  at  an  aver- 
3  30  times  earnings,  which  is  about 
ice  the  price-earnings  ratio  for  the 
indard  &  Poor's  500-stock  index  but  a 
al  by  Tokyo's  lofty  standards.  Jeff 
hrenburg,  market  strategist  with 
rrill  Lynch  Japan,  suggests  Canon, 
achi,  Matsushita  Electric,  and  Sony, 
d  he  and  others  are  positive  on 
nda,  now  23%-  off  last  summer's  peak, 
th  61%  of  its  sales  overseas,  the  auto 
ker  stands  to  cash  in  if  the  dollar 
ys  strong. 

>r  VALUE.  A  few  daring  fund  manag- 
even  see  buying  opportunities  in 
ng  Kong,  where  stock  prices  have 
tered  since  Beijing's  military  clamp- 
m.  But  that's  a  minority  view.  And 
pite  the  China  fears,  analysts  contin- 
to  be  upbeat  on  other  fast-growing 
in  markets.  AIG's  Jennings  suggests 
rism  and  real  estate  issues  in 
fapore  and  construction  companies  in 
iland. 

aura  E.  Luckyn-Malone,  portfolio 


HOW  THE  WORLD'S 
BOURSES  ARE  FARING 

Percent  change  Jan.  1-June  12 


In  local 
currency 

In  U.S. 
dollars 

ANADA 

12% 

11% 

lETHERLANDS 

21 

7 

RANCE 

14 

4 

RITAIN 

19 

-1 

fEST  GERMANY 

9 

-5 

WITZERLAND 

10 

-6 

JSTRALIA 

5 

-9 

ALY 

1 

-9 

ONG  KONG 

-11 

-11 

PAN 

5 

-12 

16 

16 

-H  1000  index 


DATA:  SALOMON  BROTHERS 


j'T  with  the  Scudder  New  Asia 
lac,  favors  South  Korea,  where 
sell  for  12  times  annual  earnings 
■'ifits  are  growing  by  25%'  a  year, 
'  some  political  turmoil.  Scudder's 
Fund  Inc.,  a  closed-end  fund  trad- 
•3%'  above  the  market  value  of  its 
'ying  shares,  plans  to  sell  $50  mil- 
orth  of  new  shares  in  the  U.  S.  this 
er.  Yes,  the  rising  dollar  has  some 
ational  investors  heading  for 
ca.  But  for  many  others,  there 
to  be  plenty  of  value  left  in  the 
'  the  world. 

Uanca  Riemer  in  Paris,  with  Michael 
I  Bonn,  Victoria  English  in  London, 
Iden  in  Tokyo,  and  William  Glasgall 
<  York 


Two  Ways  to  Index  with  Vanguard 

NOW  REACH  ALL  OF 
AMERICAS  STOCK  MARKETS 


Vanguard  Extended  Market 
Portfolio  oflfers  you  a  way 
to  capture  the  performance  of 
medium-  and  small-sized  compa- 
nies as  tracked  by  the  Wilshire  4500. 

This  Portfolio  complements 
the  original  Vanguard  liidex  Trust 
500  Portfolio,  which  tracks  the 
S&P  500.  Owning  shares  in  both 
Portfolios,  appropriately  weighted, 
enables  investors  to  participate  in 
the  total  U.S.  stock  market  universe. 

With  index  investing,  you  bene- 
fit from  broad  diversification,  low 
costs  and  performance  that's  pre- 
dictable relative  to  the  index.  The 
minimum  investment  per  Portfolio 
is  $3,000,  or  $500  for  IRAs. 

Vanguard  Index  Trust  is  neither  sponsored 
by,  nor  affiliated  with,  Standard  &  Poor's 
Corporation  or  Wilshire  Associates. 
S&P  500  and  Wilshire  4500  are  unmanaged 
indices. 


Call  1'800-662-SHIP 

24  Hours,  7  Days  for  our  Index 
Investing  Information  Kit 


'Please  send  me  a  free  Vanguard  Index  ^ 
Investing  Information  Kit.  I  under- 
stand the  Kit  contains  a  Vanguard  Index 
Trust  prospectus,  including  information 
on  advisory  fees,  distribution  charges 
and  other  expenses  which  I  will  read 
carefully  before  I  invest  or  send  money 
Also  send  me  information  on 
□  IRA  (71)  DSEP-IRAiGS). 
Vanguard  Index  Trust 
Investor  Information  Dept.  40 
Valley  Forge,  Pennsylvania  19482 

Name  

Address  

City  State  

Phone  Zip  


TH^ariOTardGROUP 

•i^OF  INVESTAAENT  COMIVkNIES 


BusinessWeek 
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THE  NEXT  BEST  THING 

TO  BOND  MARKET  NIRVANA 


So  far  the  Fed  is  cooling  inflation  without  freezing  the  economy — but  some  big  ifs  remain 


It  looked  like  a  disaster. 
The  May  producer  price 
index  came  out  at  a  tor- 
rid 11.1%  compound  an- 
nual rate  on  Friday  morn- 
ing, June  9 — double  the 
market's  expectations. 
Yet  bond  investors  reacted  with  glee, 
driving  prices  up  and  yields  down  to 
8.14%  from  8.29%  on  the  30-year  Trea- 
sury bond.  Why  didn't  the  market  col- 
lapse as  it  had  in  January  and  February 
when  the  PPI  number  also 
showed  twice  its  projected  in- 
crease? Because  this  time 
traders  could  cushion  the 
news  with  a  robust  green- 
back, weakening  commodity 
prices,  a  slowing  economy, 
and  tight  money — all  por- 
tending less  inflation  in  the 
future. 

Indeed,  investors  world- 
wide are  singing  hosannas  to 
the  Federal  Reserve  Board. 
"The  conventional  wisdom  is 
that  the  Fed  has  never  navi- 
gated a  soft  landing,"  says 
David  H.  Resler,  chief  econo- 
mist at  Nomura  Securities 
International  Inc.  Until  now. 
The  Fed  looks  to  have  damp- 
ened inflation  without  chill- 
ing the  economy  into  a  reces- 
sion. Interest  rates  are  likely 
to  move  lower  as  the  Fed 
eases.  Says  August  Arace, 
vice-president  at  Tucker,  An- 
thony Inc.:  "The  tide  has 
turned.  The  disinflationary 
environment  has  been  reaffirmed." 

Also  reaffirmed  is  the  importance  of 
monetarist  principles  in  guiding  Fed  poli- 
cy and  shaping  investor  expectations. 
"Fed  Chairman  Alan  Greenspan  believes 
that  in  the  long  run,  monetarism  still 
works,"  says  Edward  E.  Yardeni,  econo- 
mist at  Prudential-Bache  Securities  Inc. 
And  money  supply  growth  has  been 
;ne;iger  for  well  over  a  year — hardly  fer- 
tile soil  for  inflation  (chart,  page  104). 

li^deed,  an  esoteric  new  Fed  indicator 
called  P-star  (P*)  looks  to  be  resurrect- 
ing orthodox  monetarist  ideas,  which  as- 
sume that  the  price  level  ultimately  de- 
ix.:ids  on  the  money  stock.  The  P* 


refinement  divines  inflationary  pres- 
sures by  calculating  the  long-run  price 
level  consistent  with  a  given  level  of 
money  supply.  The  calculus  doesn't  pre- 
dict inflation  rates  but  whether  inflation- 
ary forces  are  mounting  or  ebbing.  In- 
flationary pressures  tend  to  surge  if  P* 
is  above  the  current  price  level,  and  vice 
versa.  Right  now,  it  looks  as  if  P'  will 
soon  converge  with  actual  prices  for  the 
first  time  since  1985 — a  signal  that  infla- 
tionary pressures  are  abating. 


Money  managers  are  cheering.  "I'm 
just  sitting  back  and  enjoying  the  appre- 
ciation in  bond  prices,"  says  Dale  B. 
Krieger,  head  of  New  York-based  Carne- 
gie Hill  Asset  Management.  "And 
there'll  be  more  time  to  enjoy  this  rally." 
Japanese  investors  agree,  by  some  esti- 
mates snapping  up  $3  billion  in  30-year 
Treasury  bonds  on  June  9  alone.  Econo- 
mist Yardeni  expects  that  Treasury  bond 
yields  will  drift  down  to  the  5%'  range  by 
1993.  And  many  less-optimistic  firms,  in- 
cluding Salomon  Brothers  Inc.,  predict  a 
7.5%'  yield  by  yearend. 

Does  all  this  add  up  to  bond  investor 
nirvana?  Not  quite.  True,  the  long-run 


trend  looks  good.  But  current  bond  m 
ket  conditions  assume  that  little  will 
wrong  from  here  on — a  risky  proposit 
when  unforeseen  events  can  change 
atile  market  psychology  overnight, 
wit:  Mortgage  rates  are  below  10%, 
the  prime  rate  is  heading  south  of  1 
That  could  reignite  a  consumer  spend: 
boom  and  stoke  inflation,  which  wo 
send  interest  rates  higher  again.  B( 
investors  could  take  fright  if  the  Fe( 
perceived  as  easing  too  aggressively 
stagflation  bind  could  de' 
op  if  tight  money  stif 
growth  faster  than  it  cho 
inflation.  And  the  dolk 
fortunes  in  foreign  exchai 
markets  are  a  wild  card. 
NO  CREDIT  RISK.  Nervous? 
are  some  bond  market  pi 
"We're  sitting  on  the  fen( 
says  Ian  A.  MacKinnon, 
nior  vice-president  at  mul 
fund   company  Vangu 
Group.  MacKinnon  has 
gered  his  fixed-income  p 
folios  into  a  market-neu 
posture.  For  example 
long-term  Treasury  port: 
averages  9V2  years.  If 
were  less  skittish,  he  w( 
extend   that   fund  to 
years.  William  H.  Gross 
Pacific  Investment  Man; 
ment  Co.  is  somewhat  n 
optimistic.  He  believes 
fundamentals  point  to  lo 
interest  rates   in  the 
term.  But  after  a  spectac 
rally  that  pushed  yields  f 
the  9%  level  to  near  8%  in  a  few  we 
investors  can  expect  periodic  bout; 
nerve-racking  interest  rate  hikes. 

What's  the  best  strategy  to  pun 
Treasury  securities  are  most  m( 
managers'  favored  investment.  If 
own  bonds,  sit  back  and  count 
blessings.  If  you  don't,  "it's  time  to 
for  an  opportunity  to  buy  at  lower  p: 
and  higher  yields,"  says  Pacific's  G 
For  individuals  willing  to  put  their  1 
earned  money  at  risk  for  more  than 
eral  months,  medium-term  Treasi 
look  most  attractive.  Five-year  Trea 
notes  now  yield  8.269^,  and  10-year  r 
8.21%'.  Those  rates  are  comparabl 


102  BUSINESS  WEEK/JUNE  26,  1989 


COVEF 


La 

long-term  bond  yields,  but  prices  are 
less  volatile  because  these  securities  are 
exposed  to  the  ravages  of  inflation  for 
far  fewer  years.  And,  of  course,  there's 
no  credit-risk  worry  with  Treasury  secu- 
rities if  a  recession  does  strike. 

Investors  eager  to  tap  a  slightly  high- 
er income  stream  might  want  to  check 
out  Government  National  Mort- 
gage Assn.  securities.  Better 
known  as  Ginnie  Maes,  these  bonds 
are  created  by  pooling  individual 
mortgages  insured  by  the  Federal 
Housing  Administration  or  guaran- 
teed by  the  Veterans  Administra- 
tion and  the  Farmers  Home  Admin- 
istration. Interest  and  principal  are 
paid  out  of  the  cash  flow  from  the 
underlying  mortgages.  Timely  pay- 
ment on  Ginnie  Maes  is  backed  by 
the  full  faith  and  credit  of  the  U.  S. 
Many  Ginnie  Maes  yield  about  1.25 
percentage  points  more  than  com- 
parable Treasuries. 

What  about  the  tax-exempt  secu- 
rities of  state  and  local  govern- 
ments? The  investment  picture 
here  is  decidedly  mixed.  In  the  mu- 
nicipal market,  yields  on  general- 
obligation  bond  issues  hover 
around  6.8%,  and  A-rated  revenue 
bonds  yield  7.2%'.  Those  yields 
translate  into  9.4%  and  10%  for 
someone  in  the  28%  tax  bracket. 
Not  bad.  The  same  can't  be  said  for 
shorter-term  munis,  however. 
Strong  demand  by  corporations  in 
the  34%  tax  bracket,  and  eager 
buying  by  individuals  edgy  about 
the  long-run  inflation  outlook  have 
driven  yields  down  to  unappetizing 
levels.  "The  individual  investor  will 
get  a  better  yield  on  taxable  Trea- 
sury securities,"  says  Peter  J.  D. 
Gordon,  head  of  municipal  bonds 
for  T.  Rowe  Price  Associates  Inc. 
'EVENT  RISK.'  Turning  from  the 
public  sector  to  the  private  econo- 
my, corporate  bonds  in  general  do 
not  excite  many  institutional  inves- 
tors. The  wholesale  substitution  of 
debt  for  equity  in  the  1980s  is  be- 
ginning to  take  its  toll.  According 
to  Merrill  Lynch  &  Co.,  net  interest 
payments  by  nonfinancial  corpol-a- 
tions  absorbed  an  estimated  27.3% 
of  cash  flow  in  the  first  quarter  of 
1989.  That's  sharply  higher  than 
the  18.5%  level  a  mere  four  years 
ago  and  almost  equal  to  the  record 
27.6%  drain  during  the  1974-75  re- 
cession. Clearly,  despite  the  re- 
prieve of  lower  interest  rates  right 
now,  it  doesn't  take  a  Cassandra  to 
see  that  debt  will  be  a  burden  in  an 
e'-onomic  slowdown. 

Indeed,  with  corporate  restruc- 


turings on  the  upswing  after  a  fallow 
winter,  the  leveraging  trend  will  contin- 
ue. Specifically,  the  takeover  imbroglio 
between  Time,  Warner,  and  Paramount' 
(with  goodness  knows  who  else  ready  to 
join  the  fray)  has  once  again  focused 
investor  attention  on  "event  risk." 
That's  Wall  Street  lingo  for  the  mug- 
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ging  corporate  bond  investors  get  wlin 
their  investment-grade  company  sudc 
ly  becomes  a  candidate  for  junk-bd 
status.   Prices  of  blue-chip  corporj 
bonds  typically  plummet  at  the  prosp 
of  a  pristine  balance  sheet  being  abn; 
ly  marred  by  billions  in  new  debt. 
Some  investment-grade  companij 
such  as  Caterpillar,  Grumman, 
Federal  Express,  have  adopj 
"poison  put"  bond  covenar 
These  legally  pledge  the  issuer 
limit  investor  losses  in  any  futjje 
corporate  upheaval.  Generay. 
however,  investors  in  blue-chip!- 1 
dustrial  debt  "are  still  not  ae- 1 
quately  compensated  for  the  p 
of  a  takeover  or  other  restruc1ir-ii 
ing,"  says  John  V.  Malvey,  heaci)- ■ 
corporate  bond  research  at  Kid«r 
Peabody  &  Co.  Moreover,  the  fi); 
expect  that  many  companies  tia 
issued  bonds  several  years  agC: 
higher  rates  will  call  them  sh- 
ly — which  puts  a  lid  on  their  pri 
FINANCE  TOOL.  Then  there  are  j  i 
bonds.  These  less-than-investmv 
grade  securities  are  yieldini 
mouthwatering  five  percent! 
points  or  so  above  Treasuries.! 
course,  it's  a  market  axiom  i 
those  steep  rates  mean  big  ri| 
The  danger  is  widespread  defal 
by  junk  bond  companies  durin| 
recession.  J.  Thomas  Madden 
his  colleague  Mark  Durbiano, 
manage  more  than  $750  millioj 
corporate  bonds  for  mutual 
operator    Federated  Reses 
Corp.,  say  they're  ready.  Thej 
vor  junk  issues  by  companies 
able  to  withstand  a  recess 
Among  them:  RJR  Nabisco, 
cell,  and  Harcourt  Brace  Jov| 
vich.  But  Madden  and  Durbianc 
avoiding  consumer  cyclicals 
as  Federated  Department  St 
and  Allied  Stores.  "Bring  onj 
recession,"  says  Madden. 

Whether  or  not  Madden  get 
wish,  all  signs  suggest  that  I 
bond  market's  disinflation  hi 
are  not  misplaced.  "Most  Ail 
cans  today,  knowingly  or  not  I 
pend  on  the  bond  market  to  fin 
their  retirement,  their  hospi 
their  schools,  their  jobs,  their 
ductivity,  their  defense,"  wrot 
late  and  legendary  Sidney 
of  Salomon  Brothers  back  in 
As  long  as  inflation  is  dvnni 
and  bond  prices  are  strengthe| 
all  that  financing  can  be  done 
cheaply — not  to  mention  more 
itably  for  investors. 

By  Christopher  Farrell 

York 
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THE  BEIJING  FACTOR 

MAKES  THIS  THE  YEAR  OF  THE  SLIDE 


But  some  commodity  traders  see  the  current  declines  as  a  short-term  buying  opportunity 


Normally,  the  news 
that  came  on  June  5 — 
that  the  U.  S.  had  agreed 
to  sell  nearly  2  million 
tons  of  wheat  to  China — 
would  have  caused 
futures  traders  to  rejoice. 
But  when  that  announcement 
came  this  year,  it  was  on  the 
day  after  at  least  500  pro-de- 
mocracy Chinese  protesters 
were  killed  by  soldiers  in  Beij- 
ing. Wheat  traders,  suddenly 
worried  that  violence-torn  Chi- 
na would  be  unable  to  follow 
through  on  its  buying  commit- 
ment, began  dumping.  As  a  re- 
sult, July  wheat-contract  trad- 
ing at  the  Chicago  Board  of 
Trade  closed  at  $3.88  per  bush- 
el, down  6'/2(t. 

The  panic  over  China  spread 
quickly  to  futures  markets  in 
New  York.  Sugar  prices  on 
the  Coffee,  Sugar  &  Cocoa  Ex- 
change also  dropped  sharply. 
Rumors  spread  that  China 
would  not  proceed  with  the 
planned  purchase  of  50,000 
tons  of  raw  sugar.  And  cotton 
prices  fell  by  the  maximum 
daily  limit  on  the  New  York 
Cotton  Exchange.  Since  last 
August,  China  has  imported  some 
646,000  bales  of  cotton  from  the  U.S., 
and  is  this  nation's  second  largest  cotton 
customer,  behind  Japan. 
STRONG  STOMACHS.  The  pandemonium  in 
China  has  forced  commodity  traders  to 
make  wrenching  decisions — without  the 

benefit  of  solid  infor-  

mation.  Many  futures 
prices  already  have 
taken  a  hit  since  the 
trouble  started  in  mid- 
May.  The  question 
now  is  whether  com- 
modity prices  have 
fallen  as  far  as  they're 
likely  to  go.  Investors 
v/ith  strong  stomachs 
vvi!'.'  believe  that  such 
is  t.-ie  case  are  em- 
bra,  v'.;-  the  price  de- 
cline; as  short-term 
buying  opportunities. 


Looking  for  commodities  on  the  re- 
bound, analysts  pinpoint  sugar  as  the 
best  buying  opportunity  of  the  summer. 
Tom  Lowsley,  research  director  at 
Merrill  Lynch  Futures  in  New  York, 
says  sugar  prices  could  rise  nearly  50% 
if  normal  Chinese  commerce  resumes. 


Sugar  is  "going  to  make  a  big  move  up," 
adds  Peter  Borish,  research  director  at 
Tudor  Group,  a  money  management 
company. 

Most  "traders  think  that  the  U.  S.  dol- 
lar will  continue  to  glitter.  To  bet  on  the 
greenback,  they  are  shorting  foreign 


currencies — particularly  the  yen — in  tt 
futures  or  options  markets.  "There'^n 
feeling  that  the  Japanese  are  the  min 
involved  of  the  major  countries  to  trse 
with  China,"  says  Trevor  Woodlandte 
vice-president  at  Harris  Bank  in  Chii 
go.  "There's  considerable  interest  oufe 
Asia  to  buy  the  dollar."  Nojt 
money  manager  Dinesh  Deji 
in  Mountain  View,  Calif.:  "'!:e 
dollar  still  has  quite  a  waysc  , 
go  on  the  upside." 
WILD  CARD.  Since  the  viole  ■ 
began  in  China,  the  dollar  i: 
risen  about  7%  against  the  jr 
in  futures  trading  on  the  |.i 
ternational  Monetary^  Maij? 
of  the  Chicago  Mercantile 
change.  Even  when  an  uiji 
vorable  producer  price  in|\ 
report  was  released  on  Junl£ 
Treasury  bonds  and  the  do'i.> 
both   rallied.   Says  Dona 
Howe,  a  Chase  ManhatJ 
Bank  bond  analyst:  "This 
one  of  those  classic  ca| 
where  people  said,  'I  dj 
care  what  the  PPI  is,  I'm 
ing  anyway.'  " 

The  China  factor  has 
responsible  for  some  of 
wildest  trading  days  in 
government  bond  pits  duJ 
the  past  year.  The  combination  ol 
slowing  U.S.  economy  and  the  influjj 
foreign  money  sent  T-bonds  to 
highest  levels  in  two  years,  as  yn 
tumbled  to  8.2%. 

The  other  major  wild  card  for  agrjil 
tural  commodities  is,  of  course, 


THE  TURMOIL  IN  CHINA  PLAYS  HAVOC  WITH  COMMODITIES 
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to  another  Whatever  the  product,  there  are 
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sharing  knowledge.  And  there 
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THE  TROUBLE  IN  CHINA 
ISN'T  SCARING  OFF  THIS  TRADER 


/eather.  In  1988,  the  prolonged  U.  S. 
rought  coupled  with  lOOF  heat  with- 
red  crops  in  the  fields  and  catalyzed  the 
liggest  boom  in  agricultural  futures  in 
5  years. 

Worldwide  supplies  of  wheat  are  the 
ightest  since  1973.  Sugar  supplies  also 
re  tight.  And  the  lack  of  rain  in  the 
Vestern  plains  from  September,  1988,  to 
'lay  meant  a  bad  winter  wheat  harvest 
,nd  continued  short  supplies. 

"The  grain  market  has  been  an  abso- 
ute  classic  post-drought  market,"  ob- 
erves  Richard  A.  Brock  at  Brock  &  As- 
ociates  in  Milwaukee.  "The  Greed 
'hase  was  last  summer.  The  Wishful 
'hinking  Phase  was  last  winter  when 
A'erybody  thought  we'd  have  another 
Irought." 

iELLiNG  SPREE.  Right  now,  corn  is  sell- 
ng  for  $2.49  a  bushel.  Investors  who 
emember  last  summer's  highs  of  $3.50 
.  bushel  for  December  corn  are  hoping 
.nother  drought  might  push  prices  a  lot 
ligher.  If  a  hot,  dry  summer  doesn't 
naterialize,  they'll  sell  off,  analysts 
ay.  Brock  expects  an  early  selling 
pree  in  corn  and  soybeans  this  summer, 
vith  lows  coming  as  early  as  late  July. 
Vhy?  The  corn  and  soybean  belt  of  the 
entral  Midwestern  states  continues  to 
fet  rain. 

In  some  areas,  there  has  been  too 
nuch  rain.  Downpours  in  the  eastern 
)art  of  the  Corn  Belt  have  delayed  plant- 
ng.  If  the  rains  don't  stop  soon,  produc- 
ion  in  states  such  as  Ohio  and  Indiana 
:ould  be  down,  giving  some  boost  to 
;orn  prices. 

After  a  sharp  climb  in  April  in  the 
vake  of  the  Exxon  Valdez  oil  spill  and 
mrest  in  Panama,  oil  prices  have  leveled 
)ff  and  appear  to  be  headed  down.  Some 
raders  expect  crude  to  fall,  to  $15  a 
)arrel  from  today's  $20.  They  point  to 
)PEC's  inability  to  agree  on  production 
luring  its  spring  meeting.  "Crude  oil 
las  had  everything  going  for  it  the  last 
"ew  months.  Now  those  factors  have 
?one  by  the  board,"  says  Lowsley. 

The  slowing  economy  has  knocked  the 
)rop  out  from  under  metals.  Copper,  for 
?xample,  has  fallen  to  $1.08  a  pound 
-•ompared  to  $1.52  at  the  beginning  of 
.he  year.  Slower  growth  and  the  surging 
lollar  are  also  hitting  precious  metals 
lespite  the  unheaval  in  China.  Gold,  usu- 
illy  a  big  gainer  during  political  crises 
n  foreign  countries,  is  down  to  $360  an 
)unce  from  $410  back  in  early  January 
ind  S39C  just  two  months  ago. 

Whether  or  not  the  turmoil  in  China 
subsides  is  anyone's  guess.  But  what  is 
;lear  is  chat  the  China  factor  has  intro- 
luced  a  new  element  of  risk  into  the 
ilready  davr^erous  commodity  pits. 

By  Darid  Greising  in  Chicago 


Daniel  C.  Henning  has  a  lot  more 
at  stake  than  most  Americans 
in  what  is  happening  in  China. 
This  year,  Henning,  president  of  the 
Chicago-based  commodities  firm,  Hen- 
ning-Krajewski  Trading  Co.,  had 
planned  to  visit  Beijing  to  meet  with 
government  officials.  He  hoped  to  win 
them  as  clients  who  would  trade 
through  his  firm  in  U.  S.  futures  mar- 
kets to  hedge  against  the  changing 
prices   for  agricultural  commodities. 


his  own  trades.  He  has  had  good  luck 
in  the  pits:  In  1977,  he  met  Deborah 
Roach,  then  a  floor  manager  for  Kipnis 
&  Co.,  and  they  were  married  in  1979. 

Henning  had  planned  shrewdly  for 
his  move  into  China.  His  company's 
chief  representative  in  Taiwan  is  Al- 
fred H.  Gruetzmacher,  69,  who  made 
contact  with  the  Chinese  when  he  was 
chairman  of  the  CBT  back  in  1980.  And 
he  had  been  in  touch  with  agriculture 
officials  before  the  upheaval. 


HENNING  IN  CHICAGO:  "WE'RE  WAITING  FOR  THE  FIRES  TO  BURN  DOWN  A  LITTLE" 


much  the  same  as  U.  S.  grain  compa- 
nies do.  But  the  turmoil  that  began  in 
China  in  mid-May  and  the  subsequent 
bloodshed  have  put  his  plans  on  hold. 
"We'd  still  like  to  make  those  con- 
tacts," says  Henning,  44.  "We're  wait- 
ing for  the  fires  to  burn  down  a  little." 

Henning  sees  China  as  a  crucial  step 
in  his  company's  Asian  development. 
Last  October,  his  firm  opened  offices 
in  Tokyo  and  Taiwan.  The  notion  of 
worldwide  free  markets  has  advanced 
to  a  point  where  even  a  medium-size 
firm  such  as  his,  with  150  employees 
and  500  trading  accounts,  could  hope  to 
establish  a  foothold  in  mainland  China. 
LOVE  IN  THE  PITS.  Henning  has  always 
thought  big.  As  a  native  of  Glen  Ellyn, 
a  Chicago  suburb,  he  had  long  been 
attracted  by  the  futures  business.  In 
1972,  after  four  years  of  working  for 
other  firms  at  the  Chicago  Board  of 
Trade,  he  borrowed  $42,000  from  asso- 
ciates to  trade  for  himself.  By  1974,  he 
had  enough  capital  to  begin  clearing 


Many  traders  have  been  worried  that 
the  turmoil  would  reduce  China's  de- 
mand for  wheat,  soybeans,  and  corn, 
and  even  that  the  White  House  might 
feel  compelled  to  impose  an  embargo 
on  grain  exports  to  China.  But  while 
such  fears  have  sparked  selling  that 
sent  prices  tumbling,  Henning  is  confi- 
dent that  the  market  will  not  fall  prey 
to  continuous  panic-selling.  "The  wheat 
market  is  pretty  orderly,"  he  says. 
"The  market  is  there  to  digest  the 
news,  and  that's  what  it  has  done." 

At  the  CBT,  wheat  futures  fell  from 
$4.28  per  bushel  on  May  11  to  $3.89  on 
June  12,  and  there  was  no  single  day 
when  it  came  close  to  falling  by  the 
trading  limit  of  20$.  "If  the  market 
was  really  concerned  that  there  was 
going  to  be  a  revolution  in  China," 
says  Henning,  "and  it  was  going  to 
interfere  with  long-term  trade  rela- 
tions, then  the  market  would  have  re- 
acted more  severely." 

By  David  Greising  in  Chicago 


)8  BUSINESS  WEEK/JUME  26,  1989 


COVER  STOR^i 


Eastman  Kodak  Company, 


The  arts  of  page  makeup,  color  separating 
and  color  correcting  are  all  becoming  part  of 
computer  science.  Once  again,  Kodak  leads. 

The  once  complex  process  of  producing  color 
separations  for  printing  is  now  incredibly  simple. 
Manual  cut-and-paste  operations  can  now 
be  accomplished  on  the  screen  of  a 
computer  And,  a  state-of-the-art  color 
system  permits  image  manipulation— a 
truly  magical  ability  to  enhance  photo- 
graphs and  artwork— with  equal  ease. 

We  are  more  than  photographs. 
We  are  the  world's  premier  graphics 
imaging  company.  For  more  details  on 
enhancing  the  graphic  arts  tradition, 
call  1 800  445-6325,  Ext.  960F. 


THE  PUBLIC  IS  SKITTISH  ABOUT  THE  MARKETS 


Americans  are  fairly  anxious  about 
the  economy  as  a  whole,  and 
they're  particularly  skeptical  about  the 
markets.  The  public  is  gloomy  about  un- 
employment, interest  rates,  recession, 
and,  especially,  inflation.  Fully  64%  ex- 
pect prices  to  start  rising  quickly  in  the 
next  year.  That's  up  from  54%  the  last 
time  we  asked  that  question,  in  April, 
1988.  And  the  public  missed  some  bull- 
ish news:  Despite  the  Dow's  nearly  350- 
point  rise,  the  vast  majority  of  the  public 
believes  the  stock  market  hasn't  gone  up 


much,  if  at  all,  in  the  past  six  months. 

That  may  be  why  so  few  think  stocks 
or  mutual  funds  are  a  good  investment. 
A  growing  perception  that  the  market  is ! 
rigged  against  the  little  guy  doesn't 
help.  Now,  68%  of  Americans  think 
small  investors  don't  stand  a  chance  on 
Wall  Street — up  from  52%  in  1986. 
And  the  public  has  been  shying  away 
from  the  market.  Although  31  %  have 
owned  stocks  or  mutual  funds  in  the  pas^ 
two  years,  only  15%  say  they  have 
made  such  investments  in  the  past  year.l 


WHERE  IS  THE  ECOHOMY  HEADED? 


■  A  year  from  now,  as  a  result  of  economic 

conditions, 

do  you  feel 

or  not 

that  .  .  .  ? 

Not 

Yes 

No 

sure 

1 .  Prices  will  be  going  up  much  faster 

64% 

33% 

3% 

2.  Unemployment  will  start  to  go  up  again 

55% 

42% 

3% 

3.  Interest  rates  will  begin  to  climb  again 

69% 

26% 

5% 

4.  You  will  be  more  cautious  in  spending  as 

a  consumer 

78% 

20% 

2% 

5.  The  country  will  be  going  into  another 

recession 

44% 

49% 

7% 

WHAT'S  THE  MARKET  BEEH  DOING? 

■  Is  it  your  impression  that  over           Gone  up  a  lot 

17% 

the  past  six  months  the  stock  mar-  Only 

a  little 

29% 

ket  has  gone  up  a  lot,  only  a  little,           Stoyed  about  th 

e  same  .... 

33% 

stayed  about  the  same,  or  gone           Gone  down 

9% 

down?                                              Not  sure  

.  12% 

HOW  WILL  IT  FARE  OVER  THE  NEXT  YEAR? 

■  Over  the  next  year,  do  you  think  stocks  will  go  up,  stay  about  the  same,  or 
go  down? 


Go  up 

Stay  about  the  same 
Go  down 
Not  sure 


Oct.  '87 

50% 
31% 
12% 
7% 


Apr.  '88 

29% 
42% 
20% 
9% 


June  '89 

36% 
38% 
18% 
8% 


HAVE  YOU  OWNED  STOCK  IN  THE  PAST  TWO  YEARS? 

■  Have    you    owned    common  Sept.  '86  June  '89 

stock  or  shares  in  a  mutual  fund  Owned  20%  31% 

at  any  time  in  the  post  two  years,  Not  owned  79%  68% 

or  not?  Not  sure  1  %  1  % 

HAVE  YOU  BOUGHT  INTO  THE  MARKET  LATELY? 

■  Have    you    bought    common  Hove  bought   15% 

stocks  or  shares  in  a  mutual  fund  Hove  not  bought   84% 

within  the  past  year,  or  not?  Not  sure  1  % 

WHAT'S  THE  BEST  INVESTMENT  TODAY? 


■  If  you  hod  to  choose  the  one  in- 
vestment that  you  think  would  be 
the  best  to  make  right  now,  which 
would  it  be? 

Common  stock   5% 

Mutual  funds   8% 

Corporate  bonds  3  % 


Government  bonds   15% 

Money-morket  funds   1 1  % 

Bank  and  savings  &  loon  deposits  8% 

Real  estate   40% 

Gold  or  other  precious  metals  .  .  8% 
Not  sure   2  % 


^Ji&^OTHER  CRASH  LIKELY? 

*  Ovs  -  ihfj  next  12  months,  how 
v/ouid  you  rate  the  chance  of 
onother  big  crash  in  the  stock 
market — very  likely,  somewhat 
llke'y,  not  very  likely,  or  not  likely 
at  ail? 


Very  likely  12% 

Somewhat  likely  28% 

Not  very  likely   40% 

Not  likely  atoll  17% 

Not  sure  3% 


DOES  THE  SMALL  INVESTOR  HAVE  A  CHANCE? 

■  Do  you  think  that  on  individual  investor  gets  treated  fairly  on  Wall  Streel 
or  do  you  think  that  on  individual  doesn't  stand  a  chance  against  the  big  inst 
tutionol  traders  and  market  professionals? 


Gets  treoted  fairly 
Doesn't  stand  a  chance 
Not  sure 


Sept.  '86 

31% 
52% 
17% 


June  '8 

23 
68 
9 


HAVE  THE  FEDS  CLEANED  UP  THE  MARKETS? 

■  As  you  probably  know,  the 
government  has  prosecuted  a 
number  of  people  who  work  on 
Wall  Street  for  insider  trading 
over  the  past  few  years.  How  ef- 
fective do  you  feel  these  efforts 
hove  been  in  cleaning  up  the 
stock    market — very  effective. 


somewhat  effective,  not  very  effei 
tive,  or  not  effective  at  all? 

Very  effective  6 

Somewhat  effective  48' 

Not  very  effective  29' 

Not  efFective  at  all  12' 

Not  sure  5 


DO  YOU  TRUST  WALL  STREEFS  BIGWIGS? 

■  As  far  as  people  in  charge  of 
running  Wall  Street  ore  con- 
cerned, would  you  soy  you  hove 
0  great  deal  of  confidence,  only 
some  confidence,  or  hardly  any 
confidence  at  all  in  them? 


Greot  deal  of  confidence  ....  8 

Only  some  confidence  56 

Hardly  any  confidence  at  ail  .  31 
Not  sure  5' 


WHAT  MOTIVATES  YOU  TO  INVEST? 


■  what  are  the  main  reasons 
why  you  invest  and  save — to 
hove  a  nest  egg,  to  odd  to  your 
retirement  funds  from  Social  Se- 
curity or  a  pension  plan,  for 
mounting  medical  costs  over  and 

To  hove  0  nest  egg   38% 

To  add  to  retirement   47% 

For  mounting  medicol  costs  ...  14% 
Way  to  keep  ahead 

of  inflation   19% 

For  college  education   24% 


above  your  insurance,  as  a  way 
keep  ahead  of  future  inflation 
hove  money  to  send  your  children 
college,  to  buy  o  new  car  or 
house,  or  to  make  a  quick  killing 
the  market? 

To  buy  a  cor  or  house  22 

To  make  a  quick  killing 

in  the  market   4 

Not  applicable  4 

Not  sure  1 


Edited  by  Mark  N.  Vomos 


Poll  of  1,249  adults  conducted  on  Jtne  2-6,  1989.  Prior  polls  cited  wereei 
ducted  OS  tollows:  1,255  adults  on  Sept.  15-16,  1986;  1,250  odults  on  C 
23-25,  1987;  1,250  adults  on  Apr.  1-5,  1988.  Surveys  were  conducted 
Louis  Harris  &  Associates  for  BUSINESS  WEEK.  Overall  results  should  be 
curate  to  within  three  percentage  points. 
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Because  they  combine  high  quality  and 
ease  of  use,  Kodak  printing  plates  satisfy  the 
most  demanding  printers  and  customers. 

Whether  the  printing  press  is  a  small  sheet-fed 
model  or  a  web-fed  monster,  there  is  a  Kodak 
printing  plate  to  fit.  Kodak  plates  offer  wide 
exposure  and  processing  latitude  and  consistent 
performance  on  press.  That  means  less  downtime, 
fewer  makeovers,  longer  runs... all  the  things 
that  increase  productivity  and  make  printers'  lives 
easier  and  more  profitable. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960H. 


he  new  vision  of  Kodak 


Hill 


inners 


THE  BEST  OF 
1989  SO  FAR 


*■  CELLULAR  PHONES 
ARE  THE  RAGE  — 
AND  SO  IS  THE 
STOCK  GROUP 


►  SIERRA'S  208% 
GAIN  IN  1989  PUTS 
IT  ON  THE  TOP  RUNG 
OF  AMEX  STOCKS 


In  contrast  to  the  hand- 
wringing  anxiety  that 
dominated  the  invest- 
ment world  a  year  ago, 
1989  is  shaping  up  in 
sprightly  fashion.  Lofty 
earnings  expectations 
are  fueling  speculative  fervor,  and 
small-capitalization  stocks  are  on  the 
march — two  themes  that  dominate  this 
compilation  of  the  best  investments  of 
the  year  to  date. 

BEST  NYSE  STOCK  

L.  A.  Gear  Inc.  sneakers  have  a  devoted 
following  among  fashion-conscious 
teens — and  a  gaggle  of  more  elderly 
fans  on  Wall  Street.  Its  stock  has 
climbed  10  times  in  value  since  1986,  and 
this  year  has  risen  176%,  easily  the  best 
performance  of  any  New  York  Stock  Ex- 
Ahnge  issue.  Investors  are  betting  that 
L.  A.  Ge:^r's  growth  days  aren't  over. 

The  stock's  joyride,  however,  is  derid- 
ed by  cridcs,  including  a  small  army  of 
shori-sellers.  If  they're  right,  L.  A.  Gear 
siockhoiders  should  forget  about  foot- 
wear and  v/at  on  crash  helmets. 


BEST  AMEX  STOCK 


Health  maintenance  organizations  are 
on  the  rebound — as  indicated  by  the  ap- 
pearance of  two  H.MO  companies  on  the 
roster  of  best  investments  of  1989.  The 
stock  of  Sierra  Health  Services  Inc.  has 
climbed  2087^,  to  5,  since  the  beginning 
of  the  year,  the  best  performance  of  any 
American  Stock  Exchange  stock. 

Like  many  HMO  companies.  Sierra 
erred  by  overexpanding  in  its  early 
years.  But  it  has  shed  laggard  units  and 
is  beginning  to  creep  into  profitability. 
Earnings  more  than  doubled  in  the  first 
quarter — a  hopeful  sign  for  the  future. 
Alas,  investors  who  bought  into  Sierra 
at  the  public  offering  in  1985  have  yet  to 
rejoice.  They  paid  $12.50  a  share. 


be  11 


$104.7  million,  and  by  yearend  its  co 
mon  stock  was  trading  at  94$ — al 
one-tenth  of  its  price  in  early  1987. 

But  H.MO  America  may  be  back 
track.  It  turned  a  profit  in  the  first  qu 
ter,  and  its  shares  have  climbed  733%,, 
7%,  since  Dec.  30.  HMO  America 
President  David  B.  Citron  notes  tl 
health  insurance  rates  in  the  Chica 
area  are  rising,  giving  the  HMO  brea 
ing  room  to  hike  its  rates. 


BEST  STOCK  GROUP 


Judging  from  the  performance  of 
lar  telephone  companies'  stocks,  yo'  l^^f 
think  that  the  ability  to  dial  telephoi  j/"" 
in  the  great  outdoors  is  as  vital  as  mc  ^j,. 


er's  milk. 


BEST  OTC  STOCK 


As  its  name  implies,  HMO  America  Inc. 
operates  a  health  maintenance  organiza- 
tion in  America — Chicago,  to  be  exact.  It 
is  the  holding  company  for  Chicago  HMO, 
one  of  the  Windy  City's  leading  medical 
groups.  In  1988,  the  company  recorded  a 
loss  of  $11.2  million  on  revenues  of 


Telephone  services  com|; 

j  re 

mation  Systems  Inc.  The  group  has  n|- '  ^ 
some  467c  since  Dec.  30. 

The  leader  of  the  pack  has  beei; 
British  cellular  company,  Racal  Telec| 
PLC,  whose  American  Depositary  Sha; 
have  climbed  1337  this  year.  Other 
gainers  in  the  group  have  been  M(: 


nies — chiefly  cellular  outfits — have  ji^.^, 
corded  the  best  performance  of  ^ ;  ^ ' 
stock  group  compiled  by  Bridge  Inl]t 
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►  THE  STRONGEST  REAL 
ESTATE  MARKET  WAS 
COLUMBUS,  OHIO 


■i  DAVID  ALGER'S 

SMALL-CAP  Eoumr 

FUND  LEADS 
THE  PACK 


▲  UNLEADED 
GASOUNE  LED 
ALL  COMMODITY 
FUTURES 


HMO  AMERICA,  Inc. 


•«  AN  HMO  STOCK 
WAS  THE  BEST 
OVER-THE-COUNTER 
PERFORMER 


!  CTS  Inc.  and 
unications  Inc. 


McCaw  Cellular 


MUTUAL  FUND  MANAGER 

.\lger  isn't  perfect.  He  recently 
n  his  positions  in  cellular  phone 
.  !i>r  example,  before  they  peaked, 
il'lers  of  the  Alger  Small  Capital- 
Fund,  which  he  manages,  have 
f.  The  fund  has  climbed  47%  since 
'  making  it  the  best  equity  mutu- 

>(  the  year  to  date, 
r  maintains  a  diversified  portfolio 
•mall-cap  stocks,  none  making  up 
l,an  4%  of  total  holdings.  Thus  he 
indiiy  latched  onto  the  rally  in 
ar>'  issues.  His  more  successful 
.js  include  FHP  International,  a 
nia-based  operator  of  h.mos,  and 
3,  a  restaurant  chain.  Alger  be- 
the  good  times  are  not  yet  over: 
Dw,  he  feels,  will  reach  4000  bv 
•  1994. 

r  OMMODITY  fUND  MANAGER 

-  been  a  mi.xed  year  for  traders 
'idities  futures.  Of  all  the  com- 


modities funds  that  have  managed  to 
make  the  best  of  things,  none  has  sur- 
passed the  LaSalle  Street  Futures  Fund, 
managed  by  John  W.  Henn,'  &  Co.  of 
Newport  Beach,  Calif.  The  fund  realized 
a  63.2%  percent  return  through  May  31, 
the  highest  of  the  156  publicly  offered 
futures  funds  tracked  by  Managed  Ac- 
count Reports  newsletter. 

Much  of  the  fund's  gain  was  realized 
from  trades  in  currency,  crude  oil,  and 
stock-index  futures.  Fund  manager  John 
W.  Henry  notes  that  the  fund  does  much 
of  its  trading  abroad,  in  such  out-of-the 
way  exchanges  as  Sydney.  Also  unusual 
is  the  fund's  long-term  approach:  It 
holds  some  positions  as  long  as  two 
years  and  uses  data  "going  back  as  far 
as  the  late  1800s,"  observes  Kenneth  G. 
Tropin,  president  of  Henr\^  &  Co. 

BEST  COMMODITIES  FUTURE  

Bad  news  for  motorists  means  jolly  tid- 
ings in  the  commodities  trading  pits.  Un- 
leaded gasoline  futures  prices  have 
jumped  41%  since  Dec.  30,  from  47.9$  to 
67.4(!;  a  gallon.  The  E.xxon  Valdez  oil  spill 
and  production  problems  in  the  North 


Sea  contributed  to  this  runup  in  prices. 

But  the  gas  rally  may  be  out  of  gas. 
Prices  have  been  on  the  decline  since 
April  and  are  likely  to  continue  to  slide. 
"Gasoline  can  easily  go  down  by  about 
2(f/c.  The  market  has  topped  out,"  as- 
serts Dinesh  Desai  of  Desai  &  Co.,  a 
commodities  trading  firm. 

BEST  REAl  ESTATE  MARKET  

For  most  folks,  their  best  investment  is 
right  around  them — their  home.  And 
that  has  certainly  been  the  case  in  the 
heartland  of  America:  the  Columbus 
(Ohio)  metropolitan  area.  According  to 
the  Federal  Home  Loan  Bank  Board, 
home  sale  prices  there  rose  on  average 
from  S89,000  in  December  to  S123,000  in 
May,  a  38%  gain.  Columbus'  economy 
has  generated  more  than  20,000  new 
jobs  a  year  over  the  past  five  years. 
Unlike  cities  that  depend  on  hea\T  indus- 
try, Columbus  is  not  as  susceptible  to 
economic  swings — and  the  resulting  lay- 
offs that  send  real  estate  prices  into  a 
tailspin. 

By  Gary  Weiss  in  New  York,  with  bu- 
reau reports 


BUSINESS  WEEK/JUNE  26,  1989113 


inance 


MONEY  &  BANKING  I 


THE  WORLD'S  BIGGEST  BANKS  ENJOYED 
A  BOUNTIFUL  YEAR 


IW 

Kim 


Japan's  powerhouses  dominated  the  scene,  but  there  were  profits  everywhere 


misniui 


— — ; — ;  mm 

capital  and  to  support  m 
expansion.  By  adjusting 
turns  on  equity  for  dif: 
ences  in  capital  ratios  { 
national  inflation  and 
rates,  the  Scoreboard  g 
behind  the  figures  to  m 
sure  earnings  quality 
result,  an  index  of  "if^lWllS 
profitability,"  shows 
each  bank  would  stand  ii 
operated  under  similar  c 
ditions.  P™' 
While  many  banks  pnwi 
close  in  the  prof itabi!  BiDllillll 
rankings,  some  stand  ( nrsoiiui 

Among    the    50  larg  

banks,  the  most  profits"*" 
is  J.  P.  Morgan  &  Co.  wl  Mm 
scores  1.221  on  the  index  IBUIHIIST 
the  same  company  as  I  Mtthi 
don's   Lloyds  Bank  Iimnjnui 

Most  others  fell  consid  ■  ^ 

bly  below  those  perform  *I'USIKIII 
But  some  of  the  most  p  WllcilOii 
itable  banks  aren't  in 
top  50.  Ohio's  Bank  '  ^^^^ 
Corp.,  with  an  index  rating  of  1.25 
the  most  profitable  in  the  U.  S.,  larj 
because  of  its  lucrative  consumer  b  Mum,, 
ness  and  its  lack  of  foreign  loans  ibs 
assets,  it  ranks  149  in  the  world, 
after  taking  profits  on  stock  sales, 
anese  banks  rank  far  lower,  with  mi 
around  1.1  or  below.  " 

If  many  global  banks  expect  a  toi 
er  1989,  at  least  developing  coun 
pose  less  of  a  problem.  U.  S.  baj 
alone  disposed  of  $11  billion  wortl] 
LDC  debt  in  1988,  says  IBCA  Manai 
Director  Robin  Monro-Davies,  an 
lot  intend  to  do  the  same  this  year 
fact,  bankers  don't  seem  too  worj 
about  bad  news  from  developing  o; 
dustrial   countries.   With  econ 
growth  healthy,  and  with  bal 
sheets  reinforced,  the  banking  in' 
try's  appetite  for  new  challenges  ii 
creasing  again.  As  banks  around 
world  battle  it  out  in  new  fields — an 
the  Japanese  press  ahead — expect' 
scramble  for  position  on  the  1990  S(ll*!t 
board  to  heat  up  by  the  week. 

By  William  Glasgall  in  New  York, 
bureau  reports 


When  it  comes  to 
ranking  the  big- 
gest banks  in  the 
world,  there  are  the  big 
ones — and  then  there  are 
the  Japanese.  In  the  past 
few  years,  Japan's  banks 
have  ridden  an  exploding 
economy  and  a  surging  yen 
to  take  the  uppermost  eche- 
lon of  the  world  of  money. 
As  BUSINESS  week's  annual 
International  Bank  Score- 
board shows,  the  past  year 
was  no  exception.  And  the 
Japanese  show  no  signs  of 
slowing  their  powerful 
growth  machine. 

The  power  of  Japanese 
money  is  awesome  indeed. 
Led  by  Dai-Ichi  Kangyo 
Bank,  with  a  mind-boggling 
$384  billion  in  assets  and  a 
stock  market  value  of  near- 
ly $69  billion,  the  Japanese 
took  8  of  the  Scoreboard's 
top  10  slots.  In  so  doing, 
they  bumped  Citicorp  to  10th  place, 
from  No.  7  in  1988.  But  even  with  the 
Japanese  drive  for  market  share,  there 
were  plenty  of  profits  to  go  around. 

The  1989  International  Bank  Score- 
board, prepared  for  BUSINESS  WEEK  by 
London's  IBCA  Banking  Analysis  Ltd., 
shows  who  grew  the  fastest  and  who  is 
worth  the  most  on  the  world's  stock 
exchanges.  The  results  jibe  with  long- 
time gripes  by  Western  competitors 
that  the  Japanese  would  rather  gain 
market  share  than  build  up  profits  and 
capital.  Indeed,  the  Japanese  banks  still 
had  to  turn  to  Tokyo's  pumped-up  stock 
market  over  the  past  year  to  boost 
profits.  Bedeviled  at  home  by  financial 
deregulation,  rising  interest  rates,  and 
big  bond-trading  losses,  big  Japanese 
hanks  sold  off  at  least  $8  billion  worth 
of  corporate  stock,  which  they  bought 
-h'^ip  and  had  owned  for  years. 

Western  banks  generally  lack  such  a 
cuiihion.  For  them,  1989  won't  be  as  fat 
as  :ji-evious  years.  In  much  of  the 
woiid.  rising  interest  rates  are  squeez- 
ing baiik  earnings.  Competition  within 
the  European  Community  is  heating  up 
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as  the  EC  prepares  to  drop  all  internal 
barriers  to  trade  and  capital  flows.  Says 
Credit  Suisse  Chairman  Rainer  E.  Gut: 
"We  are  entering  into  troubled  seas." 
MORE  CAPITAL.  If  the  global  banking 
business  is  expecting  a  leaner  year,  at 
least  it's  better  fortified  than  it  was  a 
few  years  ago.  Most  big  banks  now 
meet  new  capital  standards  adopted  by 
the  industrial  countries  last  year.  But 
to  continue  to  abide  by  the  new  rules, 
banks  will  have  to  raise  even  more  capi- 
tal if  they  want  to  keep  growing.  By 
showing  which  banks  earn  the  highest 
returns  on  their  assets  and  equity — the 
best  measures  of  continued  strength — 
the  International  Bank  Scoreboard 
helps  gauge  their  ability  to  amass  new 


Interest  rates  and 
European  deregulation  will 
make  things  tougher  for 
Western  banks  in  1989 
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ASSETS  PERFORMANCE  MKT.  VAIUE 


$  MIL. 

CHANGE 
FROM 
1987 

% 

NET 
INCOME 
$  MIL. 

CHANGE 
FROM 
1987 

% 

REAL 
PROFIT- 
ABILITY 

5/31/89 
$  MIL. 

>Ai-ICHI  KANGYO  BANK  (a) 

Japan 

383,767.8 

10.40 

1.360.1 

28.00 

1.095 

68,859 

.UMITOMO  BANK  (a) 

Japan 

368,981.8 

13.57 

1,500.0 

69.20 

1.110 

71.341 

UJI  BANK  (a) 

Japan 

354,026.5 

12.22 

1.301.1 

27.50 

1.097 

66.604 

AITSUBISHI  BANK  (a) 

Japan 

346,169.4 

11.10 

1,266.3 

31.20 

1.097 

61,313 

ANWA  BANK  (a) 

Japan 

338,399.4 

12.82 

1.176.2 

28.80 

1.094 

50,823 

NDUSTRIAL  BANK  OF  JAPAN  (a) 

Japan 

259,509.1 

8.01 

707.3 

18.70 

1.069 

73.903 

lORINCHUKIN  BANK  (a) 

Japan 

243,761.7 

5.21 

308.6 

12.50 

1.043 

NT 

OKAi  BANK  (a) 

Japan 

222,879.7 

6.21 

455.4 

14.00 

1.054 

31.463 

REDIT  AGRICOLE 

France 

210,595.8 

-2.85 

643.7 

39.80 

1.047 

NT 

iTiCORP 

U.  S. 

207,666.0 

1.99 

1.858.0 

NM 

1.150 

9.602 

IITSUi  BANK  (a) 

Japan 

205,053.7 

5.90 

600.6 

23.70 

1.077 

30.424 

ANK  OF  TOKYO  (a) 

Japan 

199,735.2 

22.86 

472.0 

22.30 

1.055 

23,732 

ANQUE  NATIONALE  DE  PARIS 

France 

196,954.8 

7.82 

534.6 

-5.10 

1.059 

NT 

ARCLAYS 

Britain 

189.368.4 

15.86 

1.616.0 

313.60 

1.144 

8.485 

REDIT  LYONNAIS 

France 

178,877.5 

6.26 

356.2 

-19.30 

1.043 

NT 

ATIONAL  WESTMINSTER  BANK 

Britain 

178,505.2 

10.25 

1.708.3 

111.10 

1.157 

7.895 

\m  KOBE  BANK  (a) 

Japan 

174,972.8 

5.02 

404.7 

22.90 

1.062 

17.689 

)NG-TERM  CREDIT  BANK  OF  JAPAN  (a) 

Japan 

173,630.9 

4.05 

535.6 

31.90 

1.079 

33.687 

IITSUBISHI  TRUST  &  BANKING  (a) 

Japan 

172,906.2 

9.38 

587.0 

12.70 

1.079 

25.728 

EUTSCHE  BANK 

West  Germany 

167,133.3 

0.81 

675,6 

59.70 

1.089 

9.892 

IMITOMO  TRUST  &  BANKING  (a) 

Japan 

161,171.7 

15.14 

556.7 

10.80 

1.082 

23.616 

KIETE  GENERALE 

France 

155,482.9 

1.61 

590.5 

17.70 

1  085 

4.496 

■TSUI  TRUST  &  BANKING  (a) 

Japan 

143,624.1 

6.64 

458.4 

12.50 

1.075 

18.016 

KESDNER  BANK 

West  Germany 

127,312.1 

-1.30 

291.6 

-1.10 

1.049 

4.607 

VIWA  BANK  (a) 

Japon 

123,272.3 

10.30 

295.8 

5.70 

1.054 

16.688 

IRIBAS  GROUP 

France 

121,617.4 

-0.54 

732.5 

18.90 

1.114 

4,455 

PPON  CREDIT  BANK  (a) 

Japan 

119,675.5 

8.84 

287.4 

17.00 

1.065 

17.743 

iSUDA  TRUST  &  BANKING  (o) 

Japan 

117,854.8 

8.33 

396.4 

17.20 

1.079 

12,672 

)NGKONG  &  SHANGHAI  BARKING 

Hong  Kong 

113,151.2 

6.60 

634.7 

7.80 

1.056 

4,618 

HON  BANK  OF  SWITZERLAND 

Switzerland 

109,396.8 

-12.18 

517.5 

-12.40 

1.087 

8.219 

rOWA  BANK  (a) 

Japan 

104,999.2 

1.83 

273.1 

1.60 

1.067 

11.912 

nSS  BANK 

Switzerland 

101,487.6 

-10.48 

448.9 

-12.30 

1  081 

6,122 

IDLAND  BANK 

Britain 

100,848.7 

11.88 

760.0 

NM 

1.111 

4,355 

MMERZBANK 

West  Germany 

99,633.6 

-0.94 

275.0 

2.80 

1.064 

2,528 

iNK  OF  CHINA 

China 

97,827.5 

20.13 

1,135.0 

9.00 

1.064 

NT 

;  ASE  MANHAHAN 

U.S. 

97,455.1 

-1.76 

1.058.9 

NM 

1.159 

3.206 

1  ITAMA  BANK  (a) 

Japan 

96,851.0 

11.29 

219.4 

14.60 

1.060 

10.986 

NKAMERICA 

U.S. 

94,647.0 

1.95 

726.0 

NM 

1.098 

4.754 

)YDS  BANK 

Britain 

93,800.2 

12.26 

1,118.3 

NM 

1.220 

4.919 

YO  TRUST  &  BANKING  (a) 

Japan 

91,924.4 

9.25 

310.1 

3.20 

1.080 

11,373 

OKO  CHUKIN  BANK  (a) 

Japan 

91,754.9 

-0.09 

71.1 

43.93 

1.019 

NT 

i  YERISCHE  VEREINSBANK 

West  Germany 

91,319.4 

-2.35 

152.8 

2.80 

1.039 

2,337 

1 

1  iSTDEUTSCHE  LANDESBANK  GIROZENTRALE 

West  Germany 

90,726.7 

-3.84 

90.4 

43.90 

1.020 

NT 

;  NCA  NAZIONALE  DEL  LAVORO 

Italy 

87,782.4 

-5.02 

-46.7 

NM 

0.942 

1.371 

1  MSHINREN  BANK  (b) 

Japan 

85,925.8 

32.16 

209.7 

32.40 

1.067 

NT 

iEMENE  BANK  NEDERLAND 

Netheriands 

85,176.3 

0.36 

313.6 

5.80 

1.086 

2.402 

ISTERDAM-ROnERDAM  BANK 

Netheriands 

84,072.0 

3.83 

295.1 

8.10 

1.085 

2,220 

j  >.  MORGAN 

U.S. 

83,923  0 

11.28 

1,001.8 

NM 

1.221 

6,754 

'  NK  OF  YOKOHAMA  (a) 

Japan 

82,389.6 

7.34 

153.6 

6  40 

1.047 

10,937 

YAL  BAHK  OF  CANADA  (c) 

Canada 

82,389.6 

14.19 

591.0 

NM 

1.126 

4.694 

■at  ended  l^ar.  31,  1989  (b)  Fiscal  year  ended  Mar.  31,  1988  (c)  Fiscal  year  ended  Oct,  31,  1988  NM  =  not  meaningful.  NT  =  not  traded.  DATA:  IBCA  BANKING  ANALYSIS  LTD. 
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When}Durfinancial  iiture 
is  atslakie,there!s  nothing 
more  imporlant  tlian  someone 

yDucantmsL 


There's  only  one  thing  we 
can  be  absolutely  sure  the  future 
i    v/i!l  bring.  Change, 
j       The  ups,  downs,  twists  and 
j    turns  that  stand  in  the  way  of 
achieving  your  financial  goals. 

t  |*i<l  Merrill  Lynch  4  (>)  ,  Im 


/\1  Merrill  Lynch,  we  know 
change.  We've  understood  it, 
managed  it  and  turned  it  to  our 
clients'  advantage  for  over  70 
years.  And  they've  come  to  trust 
our  ability  to  deal  with  it. 


You  see,  we're  determined  to  be 
a  firm  in  which  your  trust,  as  well 
as  your  money  is  well  placed. 

Merrill  Lynch 

A  tradition  of  trust. 
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PUTERSI 


;  THE  U.S.  SELLING 

fS  HIGH-TECH  SOUL  TO  JAPAN? 


ny  startups  are  looking  East  for  capital — and  giving  up  a  lot  to  get  it 


's  Silicon  Valley's  version  of  Let's 
dake  A  Deal.  In  a  glitzy  high  rise  in 
lowntown  San  Jose,  Calif.,  a  new 
inese  consulting  firm  is  on  the 
A.  Its  name,  the  Osaka-California 
age  Technology  Center,  says  it  all. 
3  backers,  mostly  Osaka-based  com- 
3S  in  smokestack  industries  desper- 
0  diversify  into  fast-growth  technol- 
i,  set  up  their  Silicon  Valley  outpost 
fall  to  screen  U.S.  companies  for 
ntial   deals.  OCL's 

match  is  already  in 
making:  Two  Japa- 

companies  are  vying 
fights  to  develop  a 
ocal  startup's  design 

computer  that  does 

ical  analysis. 

-  is  just  one  sign  of 
som.e  might  call 

ica's  Great  Technol- 

5ell-0ff — a  Japanese 

g  binge  that  could 

n  some  of  the  most 

ising  new  ideas  be- 

developed  by  U.  S. 

ups.  The  surging 

has  already  helped 

lese  investors  buy 

real  estate,  chemical 

anies,   and  steel- 

rs.  Now,  it's  time 

igh  tech.  The  latest 

On  June  12,  Canon 

announced  a  $100 

in   investment  in 
Inc.,   Steven  P. 


mainframe  distributor.  National  Ad- 
vanced Systems.  Britain  and  the  Nether- 
lands still  own  more  U.  S.  businesses, 
"but  Japan  is  by  far  the  outstanding 
player  in  Silicon  Valley,"  says  Masazumi 
Ishii,  a  Redwood  City  (Calif.)  consultant. 

How  grave  a  threat  these  tie-ups  pose 
to  the  U.  S.  technology  base  sparks  in- 
tense debate.  With  his  track  record  and 
industry  clout.  Jobs  was  able  to  cinch 
the  deal  with  Canon  Senior  Managing 


JOBS  AND  CANON'S  TANAKA:  NEXT  HAS  MADE  ONE  OF  THE  RARE  SAVVY  DEALS 


;  hot  computer  startup.  Canon  gets 
7%  stake  in  Next  and  exclusive 
to  sell  Next  machines  in  Asia. 
*  BELLS.  No  one  officially  tracks 
)lume  or  value  of  such  deals,  but 
are  a  few  indicators.  Venture  Eco- 
,  s  Inc.  in  Needham,  Mass.,  reports 
^  n  the  past  three  years  Japanese 
firs  have  pumped  at  least  $650  mil- 
minority  positions  in  120  compa- 
uostly  technology  businesses  that 
first  backed  by  U.  S.  venture  capi- 
hen  there  are  a  few  major  deals 
tt'  IS  Nippon  Mining's  $1.1  billion  pur- 
^  last  year  of  electronics  maker 
'0  and  Hitachi's  recent  $309  million 
'J  ise  of  an  80%  stake  in  its  U.  S. 


Director  Hiroshi  Tanaka  without  giving 
up  rights  to  his  technology.  But  lesser 
startups  have  been  forced  to  seek  Japa- 
nese help  in  manufacturing  and  develop- 
ment as  well.  And  in  the  process  they 
wound  up  transferring  their  technology. 
For  example,  when  Japanese  tractor 
maker  Kubota  Ltd.  paid  $69  million  for 
44%  of  Ardent  Computer  Inc.,  it  secured 
rights  to  manufacture  the  minisuper- 
computer  maker's  designs  and  share  its 
technologies. 

As  such  deals  proliferate,  there's 
growing  alarm  in  Silicon  Valley  and 
Washington  that  Japan  will  come  to 
dominate  computers,  new  materials,  bio- 
technology, and  other  high-tech  indus- 


tries the  way  it  has  taken  the  lead  in 
semiconductors,  consumer  electronics, 
and  machine  tools.  The  erosion  of  those 
businesses  can  be  traced  partly  to  licens- 
ing agreements  with  Japan  in  the  1970s 
and  early  1980s  that  lacked  adequate 
safeguards  for  U.  S.  technology.  This 
time,  the  vehicle  is  equity.  "Japanese  in- 
vestment is  used  as  a  vacuum  cleaner 
for  acquiring  technology  and  porting  it 
home,"  warns  John  P.  Stern,  vice-presi- 
dent of  Asian  operations 
in  the  American  Electron- 
ics Assn.'s  Tokyo  office. 
"If  America  intends  to 
win  the  race  based  on  in- 
novation, it  must  stop 
selling  its  running  shoes 
to  the  competitors." 

Some  of  the  blame  may 
lie  with  U.  S.  investors. 
Public  markets  have 
soured  on  high  tech.  And, 
with  overall  profits  lag- 
ging, venture  capital 
funds  are  seeking  faster 
returns  than  many  high- 
tech companies  can  pro- 
duce. By  contrast,  Japa- 
nese investors  tend  to  be 
more  patient.  "Japan  will 
keep  buying  U.  S.  tech- 
nology companies  be- 
cause neither  private  nor 
public  markets  here  are 
willing  to  support  them," 
says  Donald  T.  Valentine 
of  Sequoia  Capital,  a 


leading  Silicon  Valley  venture  fund. 

By  becoming  the  investors  of  last  re- 
sort, the  Japanese  are  keeping  some 
leading-edge  technology  startups  afloat. 
But  the  long-term  effects  on  the  U.  S. 
are  disturbing.  One  by  one,  building- 
block  processes  are  being  lost.  Already, 
suppliers  of  many  technologies  for  mak- 
ing key  materials,  such  as  polycrystals 
used  in  semiconductors,  have  been 
bought  up  by  Japanese  investors. 
"We're  losing  the  whole  food  chain  of 
supporting  technologies,"  laments  Sheri- 
dan Tatsuno,  a  Japan  consultant  for  Da- 
taquest  Inc.,  a  market  researcher. 

Few  startups  can  afford  to  consider 
the  big  picture,  however.  Take  Menlo 
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Technologies  Inc.  When  the  Fremont 
(CaHf.)  startup  approached  U.  S.  venture 
capitalists  for  seed  money  two  years 
ago,  President  Sandy  Kakihana  says,  the 
best  offer  it  got  was  $2  million  for  an 
80%  stake.  Investors  had  little  interest  in 
Menlo's  plan  for  building  microwave 
telecommunications  chips  using  new  gal- 
lium arsenide  technology.  But  Nippon 
Mining,  eager  to  get  into  electronics, 
was  happy  to  pay  $2  million  for  a  30% 
stake.  And,  in  exchange  for  marketing 
and  manufacturing  rights,  Menlo  got  the 
use  of  the  Japanese  compa- 
ny's engineers  and  plants. 
"You  don't  get  that  kind  of 
deal  in  this  country  these 
days,"  Kakihana  says. 

That's  an  understatement. 
Canon's  infusion  into  Next 
gives  the  Palo  Alto  (Calif.) 
startup,  with  expected  1989 
sales  of  roughly  $50  million, 
an  indicated  market  valua- 
tion of  $600  million.  Chair- 
man Jobs's  $12  million  in- 
vestment swells  to  $300 
million.  That  "goes  beyond 
the  bounds  of  the  U.  S.  fi- 
nancial markets  by  a  wide 
margin,"  says  Eff  W.  Mar- 
tin, vice-president  at  Gold- 
man, Sachs  &  Co. 
BOUND  TO  JAPAN?  And  that 
may  be  a  trap.  By  accepting 
Japanese  funding  at  strato- 
spheric valuations,  the  start- 
ups may  have  forever  priced 
themselves  out  of  the  U.  S. 
financial  markets.  That's 
fine,  as  long  as  the  young 
companies  continue  to  grow. 
But  if  they  stumble,  they  may  have  to 
go  back  to  Japanese  investors,  who  then 
might  demand  control.  "We've  gone  to 
bed  together.  Now,  if  we  need  more 
money  and  the  U.  S.  won't  invest,  my 
greatest  fear  is  that  we'll  have  to  sell 
out  to  Japan,"  says  Tu  Chen,  chairman 
of  Komag  Inc.  of  Milpitas,  Calif.,  a  pub- 
licly held  maker  of  computer  disks  that 
has  received  a  $32  million  infusion  from 
Asahi  Glass  Co. 

Whether  the  recent  investment  trend 
ultimately  dooms  U.  S.  companies  to  Jap- 
anese ownership,  it  already  is  reshaping 
some  high-tech  industries.  The  Japanese 
now  dominate  Komag's  business  of  pro- 
ducing platters  coated  with  thin  metallic 
film  used  in  disk  drives.  Aside  from  Asa- 
hi's  stake  in  Komag,  Hitachi  and  Kubota 
have  bought  two  thin-film  companies, 
leaving  three  of  five  leading  U.  S.  suppli- 
ers backed  by  Japanese.  The  new  back- 
ii'n  have  sustained  at  least  two  players 
ihal  otherwise  would  have  gone  out  of 
husiness  in  a  recent  market  downturn, 
analysts  say.  And  that  has  spurred 


price-cutting.  "Their  staying  power  has 
been  a  critical  change,"  says  David  B. 
Pearce,  president  of  market  leader  Do- 
main Technology  Inc.  Now,  Domain's 
market  share  has  slipped,  and  Pearce  is 
looking  for  Japanese  backing,  too. 

For  their  part,  Japanese  buyers  deny 
any  sinister  intentions.  Many,  in  fact, 
claim  dependence  on  U.  S.  partners  for 
growth  into  the  21st  century.  Kubota, 
whose  domestic  sales  of  tractors  and  in- 
dustrial equipment  are  stagnant,  aims  to 
get  50%  of  its  revenues  from  a  new  com- 
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SOME  JAPANESE  INVESTMENTS 
IN  U.S.  HIGH  TECH 

INVESTOR 

COMPANY  OWNERSHIP 

Product  Percent 

COST 

Millions 

CANON 

NEXT  Workstations 

16.7% 

i;inn  n 

FUJITSU 

INTELLIGENT  STORAGE 

Computer  storage  controllers 

BURROUGHS'  IMAGING  SYSTEMS  DIV. 

Facsimile  machines 

VIA  TECHNOLOGIES 

High-speed  RISC  computer  chips 

100.0 
100.0 
NA 

NA 
20.0 
NA 

HITACHI 

NATIONAL  ADVANCED  SYSTEMS 

Mainframe  computers 

TRIMEDIA 

Thin-film  magnetic  computer  disks 

80.0 
100.0 

309,0 
NA 

KUBOTA 

ARDENT  COMPUTER 

Graphics  minisupercomputers 

MIPS  COMPUTER  SYSTEMS 

High-speed  RISC  computers 

AKASHIC  MEMORIES 

Thin-film  magnetic  computer  disks 

44.0 
21.0 
100.0 

69,0 
27.6 
22.4 

KYOCERA 

MINORITY  EQUITY  INVESTMENTS  IN  19  COMPANIES 

22.0 

TDK 

SILICON  SYSTEMS 

Chips  for  disk  drives 

DISPLAY  COMPONENTS 

Personal  computers,  displays 

100.0 
100.0 

200.0 
5.0 

NA  =  NOT  AVAIUBLE 

DATA:  BW 

Washington  has  a  hard  time  grappig 
with  the  dilemma.  Free-traders  arae 
that  regulations  of  any  kind  on  for^ 
investment  would  kill  needed  capital 
fusions  and  cause  Japan  and  other  cq 
tries  to  stanch  any  flow  of  technolog 
the  U.  S.  As  a  result,  the  Reagan  Add 
istration  last  year  helped  defeat  leg! 
tion  that  would  have  required  fori 
buyers  to  report  equity  purchases  o^ 
or  more  in  domestic  companies. 

So  far,  the  only  issue  that  has  ra^aM 
protectionists'  hackles  has  been  lie  " 
threat  of  losing  technol!^- 
crucial  to  national  secuily 
That's  what  eventually 
in  Fujitsu  Ltd.'s  1987  bid 


puter  unit  by  the  mid-1990s.  "Everything 
we  know  now  about  computers  comes 
from  [U.  S.  investments]  Ardent  and 
MIPS  [Computer  Systems  Corp.],"  says 
Managing  Director  Masahiro  Yoshida. 
In  all,  Kubota  has  invested  $169  million 
in  six  U.  S.  computer  makers. 
NATIONAL  SECURITY  LEAKS.  That's  fine 
for  Kubota,  but  American  companies 
may  ultimately  pay  a  dear  price.  When 
Amgen  Inc.,  the  Thousand  Oaks  (Calif.) 
biotechnology  leader,  was  strapped  for 
capital  in  1984,  it  let  Japan's  Kirin  Brew- 
ery Co.  buy  50%  of  a  joint  venture 
formed  to  develop  key  drugs  for  treat- 
ing anemia  and  cancer.  These  drugs  now 
drive  Amgen's  growth.  Kirin  is  limited 
to  selling  them  in  Asia.  But  through  the 
partnership,  it  has  acquired  the  where- 
withal to  develop  other  products  that 
wouldn't  be  limited  to  Asia  in  the  future. 
"It's  been  a  rewarding  relationship," 
says  Lowell  E.  Sears,  Amgen's  chief  fi- 
nancial officer.  "That  said,  we're  very 
concerned  about  the  competitive  pres- 
sure from  Japan— including  Kirin." 


Fairchild  Semiconduc 
Corp.  And  that,  in  ti 
sparked  the  Exon-Fk 
Amendment  to  last  yei 
Omnibus  Trade  Act,  gi\| 
the  President  power  to  bl 
a  takeover  of  such  stratd 
importance  (BW — June 
The  problem  is  that  with 
a  better  tracking  syst 
"there  is  no  serious  infor 
tion  on  the  scope  and  vel 
ty  of  such  investment 
complains  Chalmers  Jo 
son,  a  Japan  expert  and  | 
fessor  of  international  r 
tions  at  the  University 
California  at  San  Die 
"We  should  license  and 
pervise  foreign  investm 
the  same  way  Japan  doe 

Despite  the  risks,  techil- 
ogy  leaders  such  as  J)S 
know  that  they  must  teiB 
up    with    global  powr- 
houses — often  Japanese — or  be  left  fr 
hind.  Their  only  real  choice,  say  I 
experts,  is  to  negotiate  smarter  de; 
Many  companies,  therefore,  are  takfi 
funds  only  from  Japanese  investors  til 
don't  compete  directly  with  them — } 
Others  have  made  sure  that  Japan 
joint-venture  partners  will  not  obtain 
cess  to  technology  that  they  could  i 
independently. 

At  bottom,  the  trend  underscores  hv 
difficult  it  is  for  any  startup — inde^, 
almost  any  company  acting  alone-ic 
bring  high  technology  successfully  i|o 
a  global  market.  "Whether  it's  good^i 
bad,  the  structural  change  away  frj 
single  firms  to  international  teams  is 
evitable,"  says  Katherine  R.  Harrigi, 
director  of  the  Strategic  Research  Ci- 
ter  at  Columbia  University.  The  ri 
challenge  for  America's  technology 
ers  is  to  learn  how  to  play  the  gal 
without  winding  up  on  the  B  Team. 

By  Jonathan  B.  Levine  in  San  Fran\- 
CO.  with  Neil  Gross  in  Tokyo  and  M 
Carey  in  Washington  ' 
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One  of  the  world's  leading  economic 

powers  doesn't  have  its 
3wn  currency;  army  or  Olympic^am. 


And  our  readers  are  leaders,  in  Europe,  Asia,  Latin  America. 
In  fact.  Business  Week  International  leads  all  other 
International  business  magazines  in  cost-efficiency  in  reaching 
senior  and  chief  executives  in  Europe  and  Asia. 
And  as  an  advertiser,  you  reach  them  when  and  where 

they're  thinking  business  and  talking  business. 
Business  Week  International.  The  world's  only  international 
newsweekly  of  business. 
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CALIFORNIA  REPUBLIC 


Welcome  toThe  Califomias,  the 
sixth  largest  economy  in  the  world.  Just 
behind  France,West  Germany,  Japan, 
Soviet  Union  and  the  United  States. 

One  of  the  most  durable  myths 
about  this  part  of  the  world  is  that  it's  on 
the  edge-the  edge  of  the  continent,  the 
edge  of  the  Pacific,  the  edge  of  change. 

That's  veiy  romantic  and  very  very 
misleading.The  Califomias  are  the  cen- 
ter, not  the  edge.  If  you  want  to  be  in  the 
middle  of  thiQgs,you  have  to  be  here. 

The  Califomias  are  the  wealthiest, 
fastest-growing  market.  Six  hundred 
billion  dollars  last  year  And  growing. 


The  Gross  State  Product  has  in- 
creased steadily- 40%  over  the  past 
four  years. 

Since  1983,  over 2000  companies 
have  located  or  expanded  their  opera- 
tions here.  Fully  one-third  of  United 
States'  high-tech  companies  are  here. 

US.  trade  with  Asia  now  surpasses 
trade  with  Europe.  One  hundred  billion 
dollars  of  forei^  trade  passes  through 
The  Califomias  each  year. 

Remember  that  saying  about  the 
right  place  at  the  right  time?  Forget  it. 

you're  in  the  right  place,  it 
doesn't  matter  what  time  it  is. 


The  Califomias^ 

Calilomia  Department  of  Commerce 
1121  L  Street,  Suite  GOO,  Sacramento,  CA  95814  •  (916)  322-5(i65. 
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A\  iintamiento  de  Madrid 

■'.(■I         Muni(.i|i.i!  (k'Tunsmo 

MADRID 
r  ^AMIGO 


Stopping  over  in  Madrid  between 
any  two  international  fligtits  is  now  free. 
Ttie  City  Council  of  fVladrid  invites  you 
to  enjoy  its  MADRID-AMIGO  Programme: 
a  niglit's  stay  at  one  of  ttie  best  hiotels 
in  ttie  city,  dinner,  a  stiow  and  a  car  for 
completely  no  ctiarge.* 

'Certain  restrictions  applied 


Fastiionable  fVIadrid,  witti  its 
unique  combination  of  art,  culture  and 
entertainment  24  hiours  a  day  You  hiave 
a  friend  in  fVladrid  now.  Call  your 


travel  agent  or  1-800-SPAIN-IB. 

WARM  TO  THE  EXPERIENCE. 
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n  you're  looking  for  some  good  reading, 
you've  just  found  it.  The  tree  Consumer 
Information  Catalog. 

The  Catalog  lists  about  200  federal 
publications,  many  of  them  free.  They  can 
help  you  eat  right,  manage  your  money,  stay 
healthy,  plan  your  child's  education,  learn 
about  federal  benefits  and  more. 

So  sharpen  your  pencil.  Write  for  the  free 
Consumer  Information  Catalog.  And  get 
reading  worth  writing  for. 


Consumer  Information  Center 
Department  RW 
Pueblo,  Colorado  81009 


A  public  service  ot  this  publication  and  the  Consumer  Information  Center  of  the  U  S.  General  Services  Administration 


The  most  efficient  fax  machine  is  sitting  right 
on  your  desk.  With  Western  Unions  OfficeAccess ' 

software  and  messaging 
services,  anyone  in  your 
office  can  now  fax  directlv 


Now  you  can  fax 
om  the  desktop  computer 
irminals  you  already  ownfi^s S :S 

2.  Eliminate  waiting  in  line 

at  the  tax  machine. 


he  fax  machine  has 
)me  the  water  cooler  of 

80  s  office.  But  with  OfficeAccess.  your  people 
avoid  those  long  trips  to  the  fax  machine. 


ause  they  wont  be  using  it. 

Send  up  to  999 
)pies  all  at  once. 


Another  way  we've  made  faxing  faster  is  '"broad- 
cast faxing""  or  the  ability  to  fax  a  document  to  as 
many  as  999  different  locations  at  one  time,  Just 
compose  the  message  once,  and  one  keystroke  auto- 
maticallv  sends  it  to  evervone  on  vour  mailing  list. 


ecause  Western  Unions  transmission  is  all  dig- ^  tll^  ClCSIlGSt 


you'll  send  consistently  higher  quality  faxe 
ead  of  sending  muddy  streaky  spott\ 
?s  full  of  broken  up.  hard-to- 
it}i)e. 


ivspottv  .  Ill  • 

most  readable  copies  ever. 


J       1 o  4"i  n  ^'^^'-^^       ^^^'^    ^^'^^^^  ^^"^^  calling  to  find 

VjrCr  SlirOIllclllC  ^^'^     through  because  Western  Union 

^  I  automatically  confirms  delivery  right  on  your  terminal 

"^"ntlVTYl  QTirVTI  ^^^'^^^    ^^^^        message  reaches  its  destination. 
JIUll  liiClllUll    Whether  you're  currently  using  Wang.  DEC.  IBM.  Apple  or 

P  J  ^1  •  jfy^  J  just  about  any  other  system,  call  Western  Union  at  1-800-247-1373. 

L  UvllVcl  Vi    Dept.  140.  And  find  out  how  fast  and  easy  Desktop  Faxing  can  be. 
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GOLF  I 


GOLF'S  OLD  GREATS 

ARE  REALLY  SWINGING  AGAIN 
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Corporate  America  has  discovered  the  Senior  Tour — where  a  little  ad  money  goes  far 


ill 

r/na 


If  they  had  played  any  sport  other 
than  golf,  Arnold  Palmer,  Gary  Play- 
er, Chi  Chi  Rodriguez,  and  Billy  Cas- 
per would  long  ago  have  been  relegated 
to  the  memories  of  their  fans  and  a  spot 
in  some  Hall  of  Fame.  But  thanks  to  the 
Senior  PGA  Tour,  these  and  other  greats 
over  50  are  still  vying  for  a  spot  on  the 
leader  board.  And  their  fans  can't  seem 
to  get  enough  of  them.  The  se- 
niors will  take  part  in  41  tourna- 
ments this  year,  not  far  behind  the 
regular  PGA  Tour's  50,  and  up 
from  only  two  in  1980.  That  year, 
total  prize  money  for  the  seniors 
was  $250,000.  This  year,  it's  bud- 
geted at  $18.6  million — still  far  be- 
hind the  regular  tour's  $45.2  mil- 
lion, but,  all  in  all,  not  a  shabby 
growth  rate. 

'NO  BETTER  VALUE.'  Much  of  this 

success  is  due  to  the  enthusiastic 
support  of  Corporate  America.  Al- 
most four-fifths  of  the  events  on 
the  Senior  Tour  are  now  backed 
by  a  corporate  sponsor,  compared 
with  only  one  third  in  1983.  And 
the  list  is  increasingly  blue-chip.  It 
includes  Digital  Equipment, 
Chrysler,  PaineWebber,  GTE,  and 
RJR  Nabisco,  to  name  just  a  few. 
The  reasons  aren't  hard  to  find. 
For  one  thing,  the  Senior  Tour 
generally  costs  less  to  back. 

The  key  to  the  success  of  the 
Senior  Tour,  however,  is  its  effi- 
ciency in  reaching  a  small  target 
audience  of  high-income,  decision- 
making corporate  executives. 
"There  is  no  better  value  in  sports 
than  senior  golf,"  says  R.  Michael 
Franz,  chief  executive  officer  of 
Murata  Business  Systems,  which 
recently  became  title  sponsor  of 
the  Dallas-based  Murata  Senior 
Reunion.  "It's  a  great  way  to 
reach  customers."  Similarly,  GTE, 
which  sponsored  one  senior  tour- 
nament tliree  years  ago,  is  back- 
ing five  in  1939.  And  Transamerica 
Corp.,  which  for  years  sponsored  a 
major  ttmnis  tournament  on  that 
sport's  Grarvd  Prix  circuit,  aban- 
doned tennis  last  year  in  favor  of 
?..  senior  golf  tournament. 


The  appeal  of  seniors  golf  is  personal, 
too.  Many  top  executives  are  about  the 
same  age  as  the  golfers.  And  being  a 
corporate  sponsor  entitles  a  company  to 
set  up  a  hospitality  tent  for  guests  or 
reserve  a  spot  for  customers  in  the  pro- 
am  when  pros  play  with  ordinary  duf- 
fers. The  opportunity  for  anecdotes  to 
take  back  to  the  office  is  far  higher  than 


THE 


many 

iW,  ( 


mm 


on  the  regular  tour,  v/here  executr 
can  wind  up  playing  with  a  young  ] 
who  hits  his  drives  out  of  sight  but  m 
relatively  unknown  (page  123). 

The  success  of  the  Senior  Tour  Mi  is 
come  swiftly.  As  recently  as  1978,  tb 
was  only  one  tournament  for  pros  c 
50:  the  PGA  Seniors'  Championship,  sts 
ed  in  1937  with  the  support  of  the  1 
endary  Bobby  Jones.  Then, 
1978,  a  tournament  called  Legei 
of  Golf  was  launched  as  a  TV  sh 
featuring  former  greats.  It  was 
successful  that  in  1980,  the 
Tour  sponsored  two  tournamei 
"I  thought  it  had  the  potential 
someday  expand  to  maybe  ei, 
events,"  says  PGA  Tour  Comr 
sioner  Deane  R.  Beman. 

Beman  and  others  underestin§gl5i 
ed  the  tour's  potential  in  part 
cause  many  people  equated  the 
nior    Tour    with    the  ann 
nostalgia  trips  offered  by  ot 
sports,  notably 
old-timers'   gar  ur 
for  baseball 
basketball.  But  gl| 
ing  greats,  un" 
their  colleagues 
other  sports, 
play   a  credits 
game.  No 
claims  they're 
good  as  the  plaj 
on  the  regular  t< 
"The  younger  p 
ers'  eyesight  is 
ter,  and  their  boi 
don't  hurt," 
Jim  Ferree,  58 
m.ainstay  of  the  Senior  Tour, 
estimates  that  head-to-head. 
Senior  Tour's  stars  would  Si 
about  12  to  16  shots  behind 
regular  tour's.  But  compel 
among  themselves,  the  sen 
still  put  on  an  exciting  show. 

Until  the  creation  of  the  Se 
Tour,  if  a  sponsor  wanted  to 
into  golf  but  found  the  reg 
tour  to  be  too  expensive,  the  a 
native  was  usually  the  Ladies 
fessional  Golf  Assn.  But  for 
past  few  years,  the  lpga's  gro 
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i  has  flattened  out.  "They  would 
e  been  more  successful  if  the  Senior 
ir  had  not  come  along,"  says  Beman. 
■  lpga's  problems  may  have  been 
sed  more  by  faulty  management, 
rever.  "We  never  had  a  well-orga- 
;d  marketing  plan  before,"  says  Wil- 
1  A.  Blue,  the  LPGA  commissioner 
;d  last  November  to  turn  it  around, 
s  optimistic  despite  the  Senior  Tour: 
i're  appealing  to  different  markets." 
eman,  once  a  doubter,  now  thinks 
Senior  Tour  has  just  begun  to  tap  its 
intial.  It  already  earns  $1.3  million 
n  TV  rights  and  is  in  the  final  stages 
legotiations  with  ESPN  on  a  new  con- 
it  that  will  increase  the  number  of 
•naments  shown  on  the  cable  net- 
k  to  16  by  1992,  up  from  13  this  year, 
lan  is  demanding  that  many  of  these 
■naments  be  shown  via  tape-delay  af- 
the  week's  regular  tour  so  that  the 
•s  do  not  compete  for  viewers. 
SING  THE  PURSE.  The  additional  TV 
;nues  will  make  the  Senior  Tour  even 
e  attractive  for  the  players,  most  of 
im  earned  far  less  on  the  regular 
•  during  their  prime  than  they  do 
•.  Palmer,  for  example,  played  in  18 
•naments  last  year  and  won  only  one, 
ling  $185,373— good  enough  for  17th 
e.  But  that  was  still  more  than  he 
led  in  any  other  year  in  his  extraordi- 
f  career,  except  1971,  when  he  made 
at  $210,000.  Bob  Charles,  the  leading 
ley-winner  among  the  seniors, 
ight  home  $533,929,  far  less  than  the 
winnings  of  $1,147,644  raked  in  by 
tis  Strange  on  the  regular  tour  last 

eman  wants  sponsors  to  raise  the 
•nament  purses  from  an  average  of 
1,000  to  $500,000.  That  will  mean 
king  with  sponsors  to  improve  the 
ncial  performance  of  individual  tour- 
lents.  In  1988,  only  30%  were  in  the 
k.  This  year,  with  increasing  corpo- 
support,  closer  to  half  will  make 
tey.  A  key  reason  for  the  poor  per- 
(lance  is  that  while  the  Senior  Tour 
3als  to  affluent  executives,  it  has 
3r  been  known  for  large  galleries  of 
•age  fans.  This  failing  is  hardly  sur- 
ing  since  many  events  on  the  tour 
I  so  new,  they  haven't  yet  had  time  to 
j  ime  well  known  within  the  communi- 

where  they  are  held. 
I  ook  for  the  galleries  to  swell  soon, 
I  igh.  Next  year.  Jack  Nicklaus  and 
Trevino,  two  of  the  most  popular 
I  stars  ever,  will  turn  50  and  move  to 
I  seniors  circuit.  For  fans  who  got 
^  in  by  the  golf  bug  when  Palmer, 
I  daus,  and  Trevino  came  battling 
!  n  the  back  nine  Sunday  after  Sun- 
!  in  the  1960s,  the  Senior  Tour  may 
<  be  just  like  old  times.  But  it's  likely 
^  e  close  enough. 

1  By  Willimn  C.  Symonds  in  Ponte 
}  ra,  Fla. 


'SO  I'M  AT  THE  TEE  WITH  ARNIE  PALMER, 
AND  HE  SAYS  TO  ME . . 


It  was  a  scene  designed  to  quicken 
the  pulse  of  even  an  armchair  duf- 
fer. As  the  200  executives,  doctors, 
and  other  professionals  sipped  drinks, 
they  could  watch  films  of  the  immortal 
Bobby  Jones  flicker  on  the  wall  or 
shake  hands  with  a  real,  live  immortal, 
such  as  Billy  Casper.  Finally,  there 
was  a  call  for  silence  from  Deane  R. 
Beman,  commissioner  of  the  PGA  Tour, 
and  Motoyuki  Katsube,  executive  vice- 
president  of  Mazda  Motors  of  America, 
title  sponsor  of  the  Mazda  Senior  Tour- 
nament Players  Championship  in  Ponte 
Vedra,  Fla.,  one  of  the  most  important 
events  on  the  Senior  Tour.  It  was  time. 

As  everyone  watched,  Beman  and 
Katsube  began  a  lottery  to  determine 
which  amateur  foursomes  would  play 
with  which  of  the  54  pros  in  the  next 
day's  pro-am  event  before  the  main 
tournament.  After  several  drawings, 
the  crowd  fell  silent  as  the  name  of 
"The  King,"  Arnold  Palmer,  was 
drawn.  The  quiet  was  broken  by  a 
cheer  from  Hamilton  Bisbee,  president 
of  Coastal  Plastics  Inc.  and  one  of  the 
chosen.  "I've  always  dreamed  of  this," 
he  beamed. 

Welcome  to  what  Casper  calls  "the 
lifeblood  of  the  senior  tour."  To  be 
sure,  the  regular  PGA  Tour  has  long 
featured  one-day  pro-am  games  ahead 
of  its  tournaments.  But  at  most  senior 
tour  events,  the  pro-am  runs  for  two 
days  because  the  senior  tour  needs  the 
money  provided  by  the  pro-am. 
INTO  THE  WOODS.  At  both  regular  and 
senior  tour  pro-ams,  the  cost  of  playing 
a  round  with  a  pro  can  vary  from  $500 
to  $5,000.  It  was  $3,750  at  the  Mazda 
Seniors,  which  offered  only  one  day  of 
golf  for  the  amateur  participants.  The 
$500,000  or  so  raised  was  unusually 
high.  More  typically,  about  $250,000  is 
raised  from  a  Senior  Tour  pro-am 
event,  and  this  money  goes  to  offset 
the  costs  of  running  the  match. 

For  many  corporations,  "golf  is  the 
most  important  vehicle  for  customer 
entertainment,"  explains  R.  Todd  Lin- 
coln, manager  of  special  events  and 
sports  markebg  for  Merrill  Lynch  & 
Co.  "And  nothing  is  more  effective 
than  a  pro-am  spot  in  attracting  CEOs 
and  other  top  executives  to  an  outing," 
he  adds. 

The  method  of  play  at  the  Mazda 
pro-am  was  typical.  "There  were  four 
amateurs  with  each  professional,  play- 
ing as  a  team,  and  the  idea  was  to 
keep  moving.  Whenever  an  amateur 
shanked  a  ball  into  the  woods  or  the 


adjoining  green,  he  was  encouraged  to 
drop  out  until  the  next  hole.  Time  could 
not  be  wasted  while  he  searched  for 
his  ball.  Amateurs  are  forbidden  to  re- 
ceive cash  prizes,  so  the  winners  got 
merchandise. 

Because  the  senior  pros  are  general- 
ly the  same  age  as  the  amateurs,  they 
tend  to  be  much  better  at  relating  to 
the  corporate  executives  in  their 
groups,  "and  they're  not  as  intense  as 
players  on  the  regular  tour,"  says  Be- 
man. As  Chi  Chi  Rodriguez  arrived  for 
his  tee  time  at  the  Mazda,  for  example, 
he  immediately  began  looking  for  ways 
to  help  the  amateurs  relax.  "It's  natu- 
ral for  these  guys  to  be  nervous,"  Rod- 
riguez reasons,  since  they  know  their 


BISBEE,  PALMER:  THE  AMS  MEET  THE  PROS 


game  will  look  poor  in  comparison  with 
the  pros.  Told  that  one  of  the  amateurs 
in  his  foursome  was  a  city  councilman, 
Rodriguez  inquired  in  a  loud  voice: 
"Are  they  investigating  him?"  and 
drew  a  huge  laugh  from  the  amateurs 
and  the  gallery.  When  the  councilman 
later  proceeded  to  hit  a  poor  tee  shot, 
Rodriguez  turned  to  the  gallery  and 
remarked:  "Those  are  your  tax  dollars 
at  work." 

Palmer,  meanwhile,  helped  his  four- 
some select  clubs  and  line  up  putts,  all 
the  while  asking  about  their  business- 
es. "We  had  a  great  time,"  says  Bis- 
bee. "It  was  the  biggest  thrill  of  my 
life  in  golf."  The  more  duffers  who 
agree  with  Bisbee,  the  more  successful 
the  seniors  golf  tour  is  likely  to  be. 

By  William  C.  Symonds  in  Ponte 
Vedra,  Fla. 


S  BUSINESS 


BUSINESS  WEEK/JUNE  26,  1989123 


'IBMs  newest  Proprinter  models 
have  arrived  with  another  load 
of  features  and  functions  to  please  users 


-PC  Mag' 


Proprinte 
oets  an  A. 

V     y  -PC  Ifeek 


"IBM  has  souped  up 
both  Proprinters^ 

nd  the  wide-carriage  XL 
^  nodel  reallyhauUr 


-PC  Ma^dziup 
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At  last  count  there  were  nearly  one  hundred  9-pin 
printers  to  choose  from. 

So  when  you're  about  to  put  your  money  down, 
you  need  all  the  help  you  can  get.  And  when  that  help  is 
from  some  tough  critics  it  means  sometliing. 

IBM  Proprinters  have  always  been  popular.  In  fact, 
our  Proprinter  ^II  model  has  been  one  of  the  best  selling 
printers  in  its  price  range  for  the  last  three  years. 

And  our  latest  models  are  better  than  ever. 

The  new  Proprinter  III  and  wide-carriage  III  XL 
are  so  efficiently  designed  they  will  make  everyone 
in  the  office  more  productive.  They're  easier  to  learn, 
easier  to  use,  they  operate  much  faster,  make  your 
documents  look  better  and  have  fewer  parts  that  can 
go  wrong. 

And  they're  so  simple  to  operate.  WIkmi  switching 
from  continuous  forms  to  single  sheets  to  envelopes,  you 
can  do  it  just  by  using  the  one-touch  Propark  button. 

Combine  that  with  much  faster  throughput 
and  it's  easy  to  see  why  our  new  Proprinter  models  will 
be  more  po})ular  than  ever. 

If  \buVe  Looking  To  Makelbur  Business 
Run  Faster,  Look  No  Further. 

To  find  out  more  about  the  Proprintt^- 1 1 1  or 
our  complete  family  of  printers,  see  your  IBM  /Xuthorized 
Dealer  or  your  IBM  marketing  representative  today,  lb 
find  the  dealer  nearest  you,  call  1  800  IBM-2468,'ext.  130. 

You'll  discover  why  our  printers  continue  to  get 
such  rave  reviews. 
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THE  ADMIHISTRATIONI 


HOW  'SAM  THE  HAMMER' 
COULD  HAIL  THE  AIRLIHES 


Transportation's  Sam  Skinner  pushes  for  more  competition 


When  President  Bush  reached 
beyond  his  cadre  of  Washing- 
ton veterans  to  tap  Chicago 
attorney  Samuel  K.  Skinner  as  Trans- 
portation Secretary,  the  Establishment 
curled  its  collective  lip.  A  politician  with 
little  experience  outside  his  home  state, 
the  slightly  rumpled  Skinner  stood  out 
from  the  Bush  Cabinet  like  a  cheap  poly- 
ester suit  in  a  rack  of  expensive  pin- 
stripes. Washington  insiders  saw  the  ap- 
pointment as  a  payoff  to  Illinois 
Governor  James  R.  Thompson,  Skinner's 
political  mentor  and  architect  of  Bush's 
victory  in  the  Illinois  primary. 

But  less  than  five  months  into  the  job, 
Skinner  has  surprised  the  cognoscenti 
by  handling  some  of  the  thorniest  issues 
around  with  all  the  savvy  of  a  Washing- 
ton pro.  When  Congress  expressed  out- 
rage over  the  terrorist  bombing  of  Pan 
Am  Flight  103,  Skinner  promptly  im- 
posed new  security  measures  at  air- 
ports. When  contract  talks  collapsed  at 
Eastern  Air  Lines  Inc.,  Skinner  opposed 
federal  intervention  and  threatened  leg- 
islation to  block  secondary  boycotts  by 
unions.  As  a  re- 
sult, Skinner  has 
won  star  status  in 
the  Bush  Cabinet, 
and  he  is  enjoying 
a  honeymoon 
with  airline  man- 
agement. "We've 
been  very  im- 
pressed with 
Sam,"  says  Delta 
Air  Lines  Inc. 
President  Mollis 
L.  Harris. 


"He  has  a  very  practical  approach." 

But  that  approach  still  faces  some 
huge  tests.  With  dismay  over  the  state 
of  the  deregulated  airline  industry  grow- 
ing in  Congress,  Skinner  must  come  up 
with  big  reforms  to  forestall  drastic  in- 
tervention by  legislators.  Says  Skinner: 
"It  was  not  the  intent  of  deregulation  to 
give  anybody  a  monopoly." 
RELENTLESS  ZEAL.  That  sentiment  repre- 
sents a  departure  from  the  philosophies 
of  Elizabeth  H.  Dole  and  James  H. 
Burnley,  Skinner's  predecessors  at 
Transportation.  Dole  and  Burnley  were 
ardent  deregulators.  But  for  Skinner, 
pragmatism — and  a  shrewd  sense  of 
self-promotion — have  always  come  first. 
A  Chicago  native,  the  51-year-old  Skin- 
ner attended  DePaul  University's  law 
school  at  night  while  he  worked  selling 
IBM  computers.  Later  he  was  a  federal 
prosecutor  and  U.  S.  attorney.  Nick- 
named "Sam  the  Hammer"  by  the  Chica- 
go press  for  the  relentless  zeal  of  his 
prosecutions,  Skinner  came  under  fire 
for  being  a  publicity  hound — though 
most  of  the  political  corruption  cases 


:'5r-rea 


that  he  took  to  trial  ended  in  convict 
By  1984,  when  he  was  named  ch 
man  of  the  Regional  Transportation 
thority,  operator  of  Chicago's  commu 
rail  system.  Skinner  was  a  well-km 
figure  in  the  Illinois  Republican  Pa 
He  had  backed  George  Bush  in  his 
primary  struggle  with  Ronald  Reaj 
Later,  in  1988,  when  Bush  campaig 
in  Illinois,  Skinner  stuck  so  close 
Bush  that  campaign  workers  jok 
took  to  calling  him  "Velcro."  Yet 
reputation  as  a  Republican  stalv/art 
er  affected  his  friendships  with  pr 
nent  Democrats.  He  is  a  regular 
partner  of  Representative  Dan  Rosjtfi'r'''' 
kowski  (D-Ill.) 

Like  Rosty,  Skinner  is  a  practical 
cago  pol.  Take  the  Exxon  oil  spil 
Alaska:  An  instinctive  conservat  fe^B 
Skinner  at  first  left  Exxon  Corp.  a 
to  grapple  with  the  cleanup.  But  w  -■■ 
the  company  failed  to  move  as  fas 
the  Administration  wanted,  Skii 
turned  on  a  dime  and  publicly  bla 
Exxon.  The  company  redoubled  its  eoto 
forts,  and  Skinner  scored  big  point  ipsnii 
the  media. 

Skinner  will  need  similar  flexibilit 
he  tackles  the  task  of  making  the  ai  w  i&i 
industry,  now  dominated  by  seven  c 
ers,  more  competitive.  He  has  alr( 
balked  at  us.\ir's  plan  to  buy  eight  g 
from  Eastern  in  Philadelphia,  w 
US.'^ir  now  controls  15  gates.  On  Jui 
the  Justice  Dept.  sided  with  Skinner, 
for  now  the  deal  has  stalled.  Ski 
also  has  asked  Justice  to  challenj 
proposal  by  American  Airlines  Inc 
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REGULATION 

Congress  and  the  airlines  want  t( 
end  political  interference  in  the 
Federal  Aviation  Administration 
making  it  a  separate  agency.  Skii 
ner  opposes  such  a  spinoff. 
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AIRLINE  COMPETITION 

Lawmakers  and  consumer  activii 
worry  that  major  carriers  may 
dominate  hubs  and  force  up  air- 
fares. Skinner  wants  to  enhance 
competition  while  encouraging  a 
lines  to  modernize  their  fleets, 
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AIRPORT  UPACITY 

Environmentalists  and  others  fij§ssi 
enlargement  of  existing  airports 
and  construction  of  new  ones. 
Skinner  must  overcome  opposi 
tion,  work  out  construction  finai 
ing,  and  oversee  improvement  c 
air  traffic  control. 
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ta  to  merge  their  computerized  reser- 
on  systems. 

he  real  test  for  Skinner  will  be  reduc- 
the  tremendous  marketing  clout  of 
big  carriers.  A  recent  General  Ac- 
iting  Office  study  found  that  at  air- 
;s  where  there  is  little  competition, 
'S  are  27%  higher  on  average  than  at 
;e  where  more  carriers  compete.  Con- 
5S  now  feels  some  sort  of  reregula- 
is  needed  to  prevent  price-gouging. 
i  will  give  Skinner  a  chance  to  act, 
1  we  will  take  the  matter  into  our 
hands,"  warns  Senator  John  Dan- 
h  (R-Mo.),  ranking  minority  member 
he  Senate  Commerce  Committee. 
D  IDEAS.  Danforth's  staff  is  prepar- 
its  own  list  of  measures  to  promote 
iter  airline  competition,  and  the  sena- 
wants  to  see  action  from  Skinner 
ire  the  fall.  Already,  Skinner  has 
e  far-reaching  proposals  in  mind, 
idea  is  to  force  the  big  airlines  to 
off  their  computerized  reservation 
ems,  whose  services  are  sold  to  trav- 
jents.  Although  the  reservation  sys- 
i  list  the  scheduled  flights  of  all  air- 
3,  smaller  rivals  feel  that  the 
ems'  owners  develop  such  close  rela- 
ihips  with  agents  that  they  can  use 
mission  incentives  and  other  tactics 
in  favorable  treatment. 
:inner  also  wants  to  address  the  is- 
of  airport  gates.  By  holding  on  to 
ious  long-term  leases  for  gates  at  an 
f  )rt,  one  or  two  airlines  can  block  the 
rrts  of  a  third  carrier  to  introduce 
I  ice.  A  possible  solution:  Mandate  the 
of  long-term  leases, 
related  change  would  be  to  reallo- 
[  landing  and  takeoff  rights,  which 
Transportation  Dept.  has  parceled 
to  carriers  flying  to  Washington's 
onal,  Chicago's  O'Hare,  and  New 
:'s  LaGuardia  and  Kennedy  airports, 
iccessful  effort  by  the  government 
edistribute  some  of  these  slots  to 
r  airlines  could  increase  competitive 
ice. 

lother  move  could  be  the  abolition 
'equent-flier  programs,  which  build 
3mer  loyalty  but  distort  consumers' 
;e  of  airlines.  Skinner  believes  it 
d  be  better  for  carriers  to  compete 
i  directly  on  price  and  service, 
actical  or  not,  Skinner's  proposals 
1  guaranteed  to  provoke  an  attack 
he  very  airlines  that  now  sing  his 
.es.  But  by  publicizing  his  wish  list, 
aer  is  giving  the  industry  a  chance 
imply  voluntarily  before  either  he  or 
jress  has  to  take  action.  Whatever 
ens,  compromise  will  not  be  reached 
y,  and  both  airline  executives  and 
tors  will  soon  learn  firsthand  about 
ner's  hard-charging  Chicago  style, 
the  Hammer,  it  seems,  is  about  to 
'3  a  reappearance. 

'  I  Seth  Payne  in  Washington,  with  bu- 
reports 


''#1  performance.  That's  why 
Vm  with  Scudder  Capital 
Growth  Fund!' 

Help  maximize  your  growth  potential  with  the  Fund 
ranked  #  1  in  its  class  for  one -year  performance. .  .and 
with  a  long-term  record  to  match.  Call  1-800-225- 
2470  ext.  8310  or  fill  out  the  coupon  below  to 

^ learn  more  about  this  top-performing  pure  no- 
load™  fund. 
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Scudder  Capital  Growth  Fund 
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Ranked  ttl  by  Upper  Analytical  Services,  Inc..  for  the  12  months  ending  3/31/89  among  199 
growth  funds  with  assets  of  $10  million  or  more.  Of  course  past  performance  is  no  guarantee  of 
future  results.  This  Fund  involves  above  average  stock  market  risk  in  exchange  for  its  above 
average  return  potential.  Contact  Scudder  Fund  Distributors,  Inc.,  Underwriter  for  a  free  pro- 
spectus containing  more  complete  information  including  management  fees  and  expenses.  Read 
it  carefully  before  you  invest  or  send  money. 
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POLICY  I 


MICHAEL  BOSKIN  ISN'T 

JUST  ANOTHER  IGNORED  ECONOMIST 


When  the  current  CEA  chairman  talks,  the  President  lends  an  ear 


Chairman  of  the  President's  Council 
of  Economic  Advisers.  The  title 
sounds  grand.  But  as  many  high- 
powered  economists  who  served  in  the 
post  have  learned  to  their  regret,  "advis- 
er" is  Washington-speak  for  "no  real 
power." 

Herbert  Stein  couldn't  stop  Richard 
M.  N'ixon  from  imposing  wage 
and  price  controls.  Charles  L. 
Schultze  watched  from  the  side- 
lines as  Jimmy  Carter  stumbled 
his  way  into  double-digit  infla- 
tion and  20%  interest  rates.  Mar- 
tin S.  Feldstein's  warnings 
against  the  dangers  of  massive 
budget  and  trade  deficits  were 
ignored  by  the  Reagan  White 
House.  And  Feldstein's  succes- 
sor, Ber\i  W.  Sprinkel,  was  re- 
duced to  being  little  more  than  a 
Ronald  Reagan  cheerleader. 

George  Bush's  chief  econo- 
mist, Michael  J.  Boskin,  is  doing 
his  best  to  breathe  some  life  into 
the  CEA.  The  43-year-old  Califor- 
nian's  secret?  Unlike  many  aca- 
demics who  disdain  politics,  Bos- 
kin seems  to  enjoy  it.  And  unlike 
most  of  his  predecessors,  the 
Stanford  University  economist  is 
no  stranger  to  the  rfian  he 
serves.  "The  President  likes 
him,"  says  White  House  aide 
James  Cicconi.  "There  is  a 
rapport." 

Access  to  the  President  makes 
Boskin  a  player  in  the  inner  cir- 
cles of  the  Administration.  Says 
Lawrence  A.  Kudlow,  a  former 
top  Reagan  Administration  econ- 
omist: "A  CF..-^  chairman  is  only 
as  good  as  his  relationship  with 
the  President.  Period."  Boskin 
and  Rush  talk  as  often  as  twice  a 
day — on  the  phone,  in  formal 


when  he  was  Senate  Majoritj'  Leader. 

Boskin  has  made  the  most  of  his  ac- 
cess, putting  his  stamp  on  key  trade  and 
environmental  policy  decisions.  He  took 
an  unusually  active  role  in  the  debate 
that  led  to  Bush's  June  12  proposals  to 
revise  the  Clean  Air  Act.  And  Boskin 
was  able  to  steer  the  decision  toward 


BOSKIN'S  PRIORITIES 


►  Defend  free  trade 


►  Reduce  the  federal  budget  deficit 

►  Provide  incentives  for  private  saving 


►  Invest  in  human  capital 


►  Support  corporate  research  and  development 
without  picking  winners  and  losers 

►  Improve  quality  of  government  statistics 


m.eetings,  and  on  the  White  House  ten- 
uis court. 

T     two  men  first  met  a  decade  ago 

.;i  not  begin  to  build  a  relationship 
■  -.■'{■  when  candidate  Bush  began 
.  -.'c;i;r,g-  Boskin's  economic  advice.  Bos- 

•:  f.^'K.eci  prepare  Reagan  in  1980  for 
-  nates  with  Carter  and  served  as 

'  ■  .rd  H.  Baker  Jr.'s  economic  adviser 


more  market-oriented  solutions  that  will, 
in  many  cases,  allow  industry-  to  come 
up  with  its  owTi  ways  to  meet  standards. 

He  also  scored  points  in  the  White 
House  arguments  over  whether  to  name 
Japan  as  a  potential  target  of  U.  S.  trade 
sanctions.  A  free-trader,  Boskin  took  on 
Commerce  Secretary'  Robert  A.  Mos- 
bacher  and  U.  S.  Trade  Representative 


Carla  A.  Hills  in  an  effort  to  keep  Ja] 
off  the  list.  He  was  fated  to  lose:  Foil 
ing  Boskin's  advice  would  have  cause 
firestorm  on  Capitol  Hill.  But  the  (  ii^' 
chairman  persuaded  Bush  to  soften 
blow  by  naming  other  countries  as 
and  by  limiting  the  complaints  agai 
Japan  to  relatively  few.  "Boskin  ca  r-x' 
out  of  it  well,"  says  William  1 
kanen,  a  former  CEA  membei 
the  Reagan  Administration, 
cards  were  stacked  against  hi 
Boskin's  views  aren't  ideol 
cal.  He  mi.xes  a  belief  in  tax 
centives  with  a  recognition  of 
impact  of  both  fiscal  and  mc 
tarj-  policy.  And  the  CEA  ch 
man  even  admits:  "I  don't 
Keynesianism  as  a  dirty  wordL 
J  an  opinion  that  would  have  b  :.. 
f  heretical  during  the  Reaj  •^"•^ 
years.  "He's  solution-orient*  .^ojia 
says  American  Enterprise 
tute  economist  John  Makin. 
UPHILL  FIGHT.  Like  his  boss, 
kin  wants  to  cut  tax  rates 
capital  gains.  Some  in  the  Adf 
istration — notably  White  He  j-;. -T;^ 
aide  Lawrence  B.  Lindsey,  a 
mer  Harvard  economics  pre 
sor — promote  the  capital-gi  j^..,. 
cut  as  a  revenue-raiser.  But  "~ ' 
kin  favors  it  as  sound  tax  po 
"Whether  it  gains  or  loses  a  1 
revenue,  it  will  be  good  for 
economy,"  he  says. 

Boskin's  fellow  council  i 
bers  are  equally  pragmatic. 
Taylor,  a  Stanford  colleague 
close  ties  to  Federal  Resi 
Chairman  Alan  Greenspan, 
strong  analyst  with  middle 
theroad  views.  The  council' 
croeconomist  will  be  Rid 
Schmalensee,  a  specialist  ir 
dustrial  organization  from 
sachusetts  Institute  of  Technology 
three  are   "solid,   professional  ec 
mists,"  says  Harvard  economist 
rence  Summers. 

Boskin  will  have  to  fight  to  mair 
his  credibility  in  an  Administration 
has  little  use  for  economists.  Budge 
rector  Richard  G.  Darman  is  publicly 
missive  of  the  profession  and  has  yt 
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le  his  own  chief  economist.  The  top 
nomist's  job  at  the  Treasury  Dept. 
I  remains  unfilled. 

et  Boskin  is  thriving.  Before  busi- 
5  groups,  congressional  committees, 

journalists,  he  functions  as  the  Ad- 
istration  spokesman  on  a  wide  range 
iconomic  issues,  sticking  to  the  party 

and  almost  never  airing  internal  dis- 
3S  in  public. 

oskin  has  been  careful  to  avoid  up- 
;ing  Treasury  Secretary  Nicholas  F. 
dy,  a  close  friend  of  Bush  and  the 
ninistration's  nominal  economic 
<esman.  Similarly,  Boskin  defers  to 
man  on  matters  of  budget  policy. 

knows  how  to  pick  his  fights,"  says 

Administration  aide. 
ilNCED.'  The  CEA  chief's  personal 
3  fits  in  well  with  Bush's.  Says  one 
linistration  insider:  "Boskin's  views 
balanced.  His  style  is  not  adversarial 
ogmatic."  And  unlike  some  predeces- 
,  Boskin  does  not  assert  that  sound 
lomics  should  always  shape  policy, 
economic  analysis  the  only  input?" 
;  Boskin.  "Of  course  not.  There  are 
r  considerations  involved." 
ich  as  politics.  Boskin  has  avoided 
>ming  ensnarled  in  the  almost  theo- 


Ithough  the  White  House 
d  some  Fed-bashing  early 
1,  Boskin  now  has  nothing 
but  praise  for  the  board 


:al  debate  about  the  economic  impact 
adget  deficits.  He  believes  that  defi- 
are  bad  but  isn't  obsessed  with  the 
tion. 

)skin  has  written  extensively  on  the 
to  increase  personal  savings,  his 
emic  specialty,  but  is  cautious  about 
tax  incentives  as  long  as  the  budget 
:it  remains  high.  "We  have  to  be 
we  don't  increase  the  deficit,"  he 
.  "That  will  only  transfer  the  prob- 
— boosting  private  saving  by  rais- 
jovernment  borrowing, 
iskin  has  also  been  building  bridges 
le  Federal  Reserve.  Although  the 
inistration  indulged  in  a  bit  of  Fed- 
ing  early  on,  Boskin  now  has  noth- 
)ut  praise  for  the  central  bank.  He 
almost  daily  to  both  Greenspan 
Vice-Chairman  Manuel  H.  Johnson, 
far,  Boskin  has  made  all  the  right 
js.  He  has  raised  the  profile  of  the 
and  scored  some  modest  successes 
haping  policy.  His  political  skills, 
iver,  won't  really  be  tested  until  the 
Dmic  going  gets  rougher.  And  then 
juestion  will  be  whether  Mike  Bos- 
an  keep  the  President's  ear. 
By  Howard  Gleekman  in  Washington 


FIGHT 


DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fig^t  some  ^ 
of  the  worst  diseases  of 
our  time 


)me^ 


LEAVING 
YOUR  JOB? 

You  will  have  only  60  days  to 
reinvest  the  money  you  receive 
from  your  pension  or  profit- 
sharing  plan— or  have  it  taxed 
as  ordinary  income. 

Vanguard's  free  Retirement 
Plan  Kit  answers  important 
questions  you  may  have  about 
how  to  keep  those  retirement 
savings  tax-deferred. 

Is  rolling  the  money  over 
into  an  IRA  the  best  way  to 
avoid  taxes?  What  are  the 
alternatives?  What's  an  IRA 
conduit? 

Vanguard  can  giv  you  answers. 
For  a  Free  Retirement  Plan  Kit 
Call  1-800-662-SHIP. 

For  more  complete  mformation,  includ- 
ing advisory  fees,  charges  and  expenses, 
call  for  a  free  prospectus  and  Retirement 
Plan  Kit.  Read  it  carefully  before  you 
invest  or  send  money 

TH^^OTardcROUP 

*JOf  INVESTMLNTT  COMrWNItS 


Ihkecaieof 

business. 


Ath\ 
your  present 
Business  Week 
niailins;  lahel 

here 


I    I  I'm  nnninj;.  please  eh.inye       jddicss  as  indi- 
cated helm^ 

I    I  Please  extend  ni\  Business  Week  subsenptmn  lo 
one  year  at  $39.95  (In  Canada,  CS  ^A.^^) 

I    I  I'd  like  to  become  a  subscriber  lor  one  \ear  (51 
issues)  at  $39.95 


Name  i  please  print  i 

Address 


Cit\ 


State  Zip 
J    I     I  Cheek  enclosed  Hill  me  later 


To  take  care  ol  an\  other  business,  call  toll-lree 


1-800-635-1200 

BusinessWeek 

SUBSCRIBER  SERVICE  - 


Mail  entire  ad  lo 
Business  V\eek 
P.O.  Box  421 
iKhlsloHn,  \.|  0X520 
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After  16  months  of  Chapter  11,  stockholders  still  can't  agree  on  a  reorganization  plan 


MANAGEMiNT 


ALLEGHENY'S  BATTLE 

TO  COME  BACK  FROM  THE  ABYSS 


On  Feb.  20,  1988,  Allegheny  Inter- 
national Inc.'s  Oliver  S.  Travers 
Jr.  was  in  high  spirits  for  a  chief 
executive  who  had  just  filed  for  reorga- 
nization under  Chapter  11.  A  few  days 
later,  he  even  clowned  for  a  photogra- 
pher by  pretending  he  was  about  to 
jump  from  his  ISth-floor  window  at  Al's 
Pittsburgh  headquarters.  Chapter  11, 
Travers  reasoned,  would  allow  manage- 
ment finally  to  bring  its  $1  billion  house- 
wares business  back  into  the  black. 

These  days,  hijinks  are  the  last  thing 
coming  from  Travers.  "[It's]  not  a 
friendly  environment,"  he  laments. 
"There  are  a  lot  of  distractions  for  man- 
agement. And  employees  don't  like  liv- 
ing in  suspense."  Although  .A.I  planned  to 
emerge  from  bankruptcy  in  less  than  a 
year,  board  and  courtroom  squabbles 
have  kept  it  from  delivering  a  viable  re- 
organization plan  to  the  court.  Five  pro- 
posals have  already  fallen  through— 
I  partly  because  management's  eight  di- 
;  rectors  have  been  at  odds  with  the  other 
;  rive  Timbers  representing  stockholders. 
'     Mean  vvhile,  AI  keens  losing  money — as 
\  :l  ha  J  for  the  past  :<)\xr  years.  For  the 
I  six  rnonihs  ended  on  Apr.  2,  Al's  operat- 
j  I'.g  earnings  were  dov-'n  25%  from  a 
!  y-av  ^;arlier.  That  prompted  Donaldson, 
I  Ljfk;n  &  Jenrette  Securities  Corp.  (DU) 


to  ask  in  May  for  a  $70  million  cut  in  its 
$750  million  offer  to  buy  AI.  DU  was 
rebuffed,  and  it  walked.  The  board's  cur- 
rent plan:  to  reorganize  Al's  operating 
divisions  and  run  them  with  a  new  board 
and  CEO.  Creditors  expect  the  surviving 
company  to  be  renamed  Sunbeam  Corp. 
Travers  would  step  down. 

Time  is  running  out.  While  the  AI 
units  that  make  patio  furniture  and 
grills  is  thriving,  the  division  that  pro- 
duces small  electrical  appliances,  which 
account  for  46%  of  sales  (table),  keeps 
slipping.  Sunbeam  and  Oster  appli- 
ances— including  food  processors,  mix- 
ers, and  blenders — carry  strong  brand 


ALLEGHEMY  INTERNATIONAL'S 
CHANGING  FACE 

Division  1984  sales     1988  sales 

Millions  of  dollars 

SMALL  APPLIANCES  $455  $442 

Mixers,  blenders,  electric  blankets 

OUTDOOR  PRODUCTS  118  313 

Patio  furniture,  grills 

CLOCKS,  SCALES,  OTHER       937  213 

TOTAL  SALES  $1,510*  $968 

^Includes  discontinued  operations 

DATA:  COMPANY  REPORTS 


names,  but  the  division  is  plagued 
weak  product  development,  revolvi; 
door  management,  and  poor  morale. 

Several  creditors  believe  that  some 
set  sales  are  inevitable,  and  a  few  pr 
erties  are  appealing.  Al's  units,  wh 
make  barbecue  grills  and  patio  fui 
ture,  have  grown  nearly  265%,  to  $i 
million — a  third  of  total  sales — sii 
1984.  The  company's  three  smallest  bi 
nesses — electric  blankets,  clocks,  i 
bathroom  scales — have  solid  mar 
shares  and  profit  margins. 

If  AI  were  to  sell  its  recently  cons 
dated  Sunbeam  Appliance  Co.  (SAC)  i 
Oster  units,  it  would  have  to  take  a  ' 
tressed  price.  One  ai  banker  estima 
that  SAC/Oster  would  probably  fe 
about  $200  million.  That's  some  $60  i 
lion  less  than  Black  &  Decker  Corp.  s 
it  was  willing  to  pay  six  months  agl 
before  a  close  look  at  the  company' Jj 
nancials  prompted  it  to  back  out.  f 
TECHNICAL  GLITCHES.  Sunbeam  has  bl 
losing  ground  for  years.  For  one  thii 
product  development  funds  have  bl 
limited  and  ill-spent.  For  three  yeJ 
Sunbeam  hasn't  had  a  big  winner  s| 
as  its  well-designed  minifood  proces; 
Oskar,  introduced  in  1985,  or  its  ai 
matic  shutoff  iron,  launched  a  year  ei 
er.  Last  year,  ai  was  counting  on  a  s 
lar  smash  with  its  Venture  I  over 
fast-cooking  countertop  convection  o 
to  be  marketed  as  an  alternative  to 
crowaves.  But  the  project  flopped 
cause  of  the  oven's  slow  heat-up  per 
and  AI  took  about  a  $5  million  write- 
Worse,  some  retailers  say  they  are 
luctant  to  promote  Sunbeam  product 
give  them  prominent  shelf  space  i 
they  know  who's  going  to  own  and  o 
ate  the  business.  While  retailers  hav 
abandoned  Sunbeam — and  many  rer 
strong  supporters — some  have  scl 
back  purchases.  K  mart  Corp.,  for| 
stance,  has  cut  its  purchases  of  f6 
beam  appliances  by  about  15%  in  h 
past  two  years,  ai  says  that's  partlyij 
cause  it  has  trimmed  its  product  lini 
Competitors  in  the  $7.5  billion  doif 
tic  housewares  market  smell  hlii 
When  manufacturers  see  a  compex 
"having  a  difficult  time  breathing,  e 
step  on  the  windpipe,"  says  a  majoin 
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Risk  control  for  businesses  that  bruise  easily* 

When  you  ship  $1.2  billion  worth  of  bananas 
worldwide,  a  small  flip  in  currency  exchange  rates 
could  make  a  big  difference  in  profits. 

Chiquita,  like  many  smart  international  compa- 
nies, gets  a  good  grip  on  those  risks  with  currency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  -  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
national Monetary  Market,  they've  found  it  easy  to 
slip  in  and  out  of  currency  options  quickly 

"The  IMM  is  where  all  information  that  impacts 
foreign  exchange  prices  comes  together,"  says  David 
Groelinger,  Chiquita  VP  and  Treasurer  "That's  where 
the  most  efficient  pricing  takes  place.  " 

Even  more  efficient  when  Globex™  becomes 
available  next  summer  The  new  electronic  system 
will  operate  after  regular  trading-hours, 


If  you're  like  the 
top  bananas  at  Chiquita, 
and  don't  want  your  international  earnings  frittered 
away  the  CME's  currency  f  utures  and  options  should 
hold  great  appeal  for  you. 

CHICAGO 
:ss5ss  MERCANTILE 
^'l'  EXCHANGE 

The  Exchange  of  Ideas 

1-800-331-3332  (US)  01-920-0722  (Europe)  03-595-2251  (Pacific) 


By  the  timeyou  finish 
this  sentence,  aBoeing  jetliner  will 
take  off  or  land  somewhere  in  the  world., 


ven  p  oment  of  any  day, 
V '  people  are  taking  off 
'  iUf^  jetliners.  Th(;asands 
i>'')uM  landing. 


This  ebb  and  flow  of  passengers 
and  planes  goes  on  around  the  clock 
at  major  airports  around  the  globe. 
At  Heathrow.  De  Gaulle.  Narita.  JFK. 


LAX.  And  hundreds  of  others. 

It  ail  adds  up  to  nearly  two  r 
lion  people  flying  on  Boeing  airp) 
Day  after  day  Every  day  of  the  y( 


even;  11, 


PRESERVATION 

PLAN  ON  IT 


BELLE  GROVE  MIDDLETOWN.  VA  A  NATIONAL  TRUST  PROPERTY 


Planning  on  restoring  a  house,  saving  a  land- 
mark, reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a  wealth  of 
experience  and  help  preserve  our  historic  and 
architectural  heritage.  Join  the  National  Trust 
for  Historic  Preservation  and  support  preserva- 
tion efforts  in  your  community. 

Make  preservation  a  blueprint  for  the  future. 


Write.- 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


tailer's  small-appliance  buyer.  Black 
Decker,  which  has  the  biggest  line 
small  home  appliances,  has  won  mc 
than  50%  of  the  $375  million  U.  S.  ir 
market — much  of  it  from  Sunbeam. 

But  Sunbeam  has  always  been 
"sleeping  giant,"  says  a  competit 
When  AI  swept  in  as  a  white  knight 
1981  to  save  Chicago-based  Sunbe; 
from  IC  Industries  Inc.,  it  paid  a  he 
$534  million  without  doing  much  1 
search.  Sunbeam  was  losing  $30  mill^ 
a  year  at  the  time  and  has  been  prol- 
able  only  once  since  the  acquisition,  ii. 
the  time  of  the  Chapter  11  filing,  howl- 
er, Travers  had  made  some  headw;-. 
Seven  of  nine  Sunbeam  plants  \c 
closed,  and  Sunbeam  and  Oster  mergil 
NEW  FOCUS.  To  finish  Sunbeam's  mai^ 
over,  the  board  tapped  James  D.  Mii' 
gan,  a  private  investor,  to  head  Sunbeii 
Corp.  if  their  new  plan  is  approved  y 
the  court.  The  position  had  been  filo 
four  times  in  seven  years.  But  Milligr. 
appears  to  be  uniquely  qualified  to  tap 
le  a  sick  company.  | 

In  1981,  while  serving  as  presidendliM'j'Y 
the  food  division  of  Borden  Foods,  Mji 
gan  was  asked  by  DU  principal  Dait 
Lufkin  to  repair  the  struggling  $500  lii 
lion  Toledo  miniconglomerate  Quesbi 
Corp.  A  CPA  by  training,  Millip 
slimmed  down  Questor  and  in  two  yi 
moved  from  a  loss  of  $13  million 
the  black. 

As  DU's  choice  to  head  Al  before 
deal  fell  through,  Milligan  had  aire: 
drafted  a  strategy.  While  he  won't  o 
ment  now,  he  said  in  an  interview  h 
fall  that  he  plans  to  focus  the  compaiff 
products  better.  Rather  than  sell? 
items  at  all  price  levels,  he'll  mark 
Sunbeam  in  the  quality,  moderate-pj}< 
niche.  He  plans  to  exploit  the  br|ii 
name  and  broaden  the  product  line' 
slapping  the  nameplate  onto  Al's  Al 
Lawnlite's   lawn  furniture  and  o 
products.  He  also  believes  he  can 
$100  million  in  costs  by  reducing  un 
capacity  and  winnowing  out  slow-se! 
products.  "Sunbeam  is  troubled,"  he 
admitted,  "but  don't  forget  that  Al's 
er  businesses  have  acceptable  retur: 
Milligan  has  plenty  of  work  ahi 
But  will  he  get  the  chance  to  sta; 
turnaround?  It's  hard  to  say.  On  Ju 
U.  S.  Bankruptcy  Judge  Joseph  L. 
setti,  normally  mild-mannered  but 
rently  fed  up,  invited  competing  reo; 
nization    proposals    from  credl 
groups — and  even  hinted  at  a  pos; 
liquidation.   Unsecured  creditors 
put  their  two  cents  in,  and  bankers 
supposed  to  announce  a  plan  soon 
Ollie  Travers  faces  his  waning  da; 
the  helm  of  AI,  the  nightmare  just  k 
getting  worse. 

By  Michael  Schroeder  in  Pittsb 


m 
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A  hundred  or  a  hundred  million  dollars  at  a  time, 
Tandem  database  systems  are  transfernng  pay- 
ments. From  bank  to  bank,  around  the  world. 

We  also  make  sure  each  transfer  is  completed 
and  recorded.  At  the  same  time  creating  a  system- 
A/ide  view  of  cash  flow-so  bankers  can  make  smarter 
decisions,  while  their  customers  get  faster  service. 

Whenever  critical  information  has  to  be  delivered 


without  fail,  Tandem  is  being  called  on  by  more  and 
more  of  the  world's  largest  corporations.  From 
banks  and  brokerages  to  automakers  and  retailers. 

Call  us  at  1-800-482-6336,  and  ask  how  our 
computer  systems  can  bnng  you  more  money. 

^iTANDEM 

f  Its  your  business  on  the  line. 


"Language  is  the 
picture  and  counterpart 
of  thought." 


Mark  Hopkins 


How  will  man  and  machine  work  together 
in  the  futurei* 

This  intriguing  philosophical  and  functional 
question  has  a  promising  answer: 
with  the  spoken  word. 

And  the  machines  will  understand  the  words 
and  respond. 

They  will  weld,  or  drive  screws,  or  paint,  or 
write  -  they  will  even  understand  different 
languages. 

To  convert  language  into  information  a  com- 
puter can  comprehend,  the  AEG  division  of 
Daimler-Benz  is  currently  researching  and 


7  AG,  Merceclesstrasse  136,  D-7000  Stuttgart  50,  Federal  Republic  of  Germany 


developing  sophisticated  new  word-based 
systems.  Man  will  talk  to  Machine  and 
Machine  will  respond  -  for  the  benefit  of 
Man. 

Together  with  its  work  in  electronics,  automa- 
tion and  communications  technology,  this  is 
one  example  of  the  vital  and  future-oriented 
activities  being  undertaken  today  by  AEG. 
Working  together  with  vehicle  manufac- 
turing, aviation  and  aeronautics,  our  resear- 
chers are  finding  intelligent  solutions  to 
major  challenges  that  concern  us  all. 
At  Daimler-Benz,  we  speak  your  language. 


Daimler-Benz 
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WASHING  THE  GRAY  OUT 
AT  ALBERTO-CULVER 


Chairman  Lavin  finds  new  blood — right  in  the  family 


obody  has  ever  accused  Leonard 
H.  Lavin  of  ignoring  details.  The 
chairman  of  Alberto-Culver  Co. 
has  been  known  to  station  himself  at 
Alberto's  front  door  in  Melrose  Park, 
III,  checking  who  arrives  on  time  in  the 
morning.  He  cruises  the  halls  riding 
herd  on  product  managers.  He  has  even 
walked  the  shop  floor  griping  about  bot- 
tle caps  that  have  fallen  off  the  produc- 
tion line.  "If  you're  easily  intimidated, 
he's  not  the  best  person  to  work  for," 
says  one  of  his  former  marketers. 

But  La\in  is  starting  to  loosen  his 
grip.  Last  fall,  he  promoted  his  son-in- 
law  and  daughter,  Howard  and  Carol 
Bernick,  to  powerful  positions  within  the 
S605  million  hair-care  and  household 
products  company.  As  chief  operating 
officer,  Howard  Bernick  is  heir  appar- 
ent. Carol  was  named  head  of  new  prod- 
ucts. With  the  Bernicks  minding  the 
store,  Alberto's  69-year-old  founder  is 
now  more  likely  to  be  found  scouting 
markets  on  the  company's  Falcon  50  jet 
than  catching  laggards  by  the  door.  And 
Alberto  is  undoubtedly  better  off  for  it. 

Lavin  actually  began  delegating  more 
authority  a  few  years  back.  The  result: 
After-tax  operating  earnings  have  leapt 
33'"c  annually  since  1984,  to  $24.6  million 
in  the  fiscal  year  ended  last  September. 
Operating  margins — a  mere  o''c  in 
1984— hit  9.3^:^  in  1988  (chart).  Profits 
should  slow  a  bit  this  year.  But  that's 
largely  from  buying  175  Save-Way  beau- 
ty stores — a  move  analysts  applaud.  Al- 
berto's Class  B  shares  have  leapt  34'a 
since  early  April,  to  a  record  price  of 
almost  $45. 

NO  HOLD.  Lavin's  pullback  came  none  too 
soon.  Known  for  his  keen  marketing  in- 
stincts but  demanding  management 
style,  he  had  lost  many 
key  executives  over  the 
yeat-s.  Moreover,  dwin- 
cilin-  sales,  mounting  in- 
V(.n:'jrics  overseas,  and 
ili-a-h-ised  plan  by 
Ki  ■  ::-d  i'ernick  to  diver- 
sify ii.io  leather  goods 
su<  >!  .i  I'rj-e  boots  cut 
earnings  599;  in  1983. 

The  i^ompany  was  out 
of  i  -:,;U-ol.  "Alberto  had 
'ci.cho.l  ihe  size  that  no 


matter  what  I  said  there  was  no  way  I 
could  keep  it  all  under  my  fingertips," 
Lavin  says.  So  in  early  1984,  he  put 
Howard  Bernick  at  the  head  of  a  newly 
formed  management  committee  charged 
with  solving  Alberto's  problems.  A  for- 
mer First  Boston  Corp.  bond  salesman, 
Bernick  had  joined  Alberto  in  1977  short- 
ly after  marr\ing  Carol.  The  committee 
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ALBERTO'S  MARGINS: 
MORE  BODY 


m 


dumped  the  money-losmg  leather  goods 
units  and  replaced  top  management  at 
Alberto's  international  di\ision.  Bernick 
also  instituted  new  management  and  ac- 
counting controls  and  expanded  Sally 
Beauty  Co..  a  chain  of  successful  stores 
that  supply  stylists  and  retail  customers. 
Carol  Bernick,  in  turn,  created  several 
products  that  helped  bol- 
ster the  household  goods 
division.  Mrs.  Dash,  a 
salt-free  seasoning  intro- 
duced in  1983,  now  repre- 
sents nearly  4%  of  Alber- 
to's sales.  It  was 
followed  by  Molly  McBut- 
ter,  a  low-cholesterol  but- 
ter-flavored sprinkle. 

With  more  free  time, 
Lavin  went  looking  for 
new  products.  In  1984,  he 


EST. 


DAIA:  VALUE  UNE  INC 


saw  a  hair  mousse  in  Europe  and  de^ 
oped  one  for  American  consumers  wit' 
90  days — ^just  two  weeks  after  L'Ori 
launched  the  first  such  product  in  ' 
U.  S.  Alberto  Mousse  is  now  No.  2  ini 
categon."  and  dominates  the  comparj 
S50  million  in  styling  product  sales,  i 
SHELF  SPACE.  Wall  Street  credits  B 
nick  for  modernizing  the  company  La 
founded  in  1955.  But  while  he's  laui 
for  shedding  the  leather  goods  divis: 
buying  it  was  his  idea  in  the  first  pli 
And  his  effort  to  create  two  classes 
stock  to  raise  capital  and  make  acqi 
tions  without  diluting  family  control 
confused  investors.  The  family,  inc 
ing  Laxin's  wife  and  corporate  se 
tan,-,  Bemice,  controls  47%  of  the  \ 
thanks  to  its  wad  of  more  powe: 
Class  B  stock.  But  the  Class  A  sh£ 
trade  at  a  much  lower  price,  mail 
them  of  little  use  in 
quisitions. 

For   now.  Alber 
growth — led  by  the  S 
Beauty  chain — silen 
most  critics.  Sally 
rently  accounts  for 
of  Alberto's  sales 
from  18%  in  1983.  W 
the  Save- Way  acquisi 
has  squeezed  Sally's  r 
gins  temporarily,  the 
stores  serve  similar 
tomers  and  should 
into  Sally  nicely. 

As  good  a  growth 
gine  as  it  is,  howe 
Sally  Beaut}-  is  by  na 
a  low-margin  busin 
Says  industry  consul 
Allan  G.  Mottus:  "It's 
coming  the  tail  wag 
the  dog."  To  keep  pr 
up,  Alberto  must  m 
Sally  Beauty's  gro 
with  new  products  in 
er  divisions.  Bold  Hold,  a  line  of 
haii'-care  products,  is  helping.  But  s 
analysts  argue  that  Alberto  could 
shelf  space  more  cheaply  with  acc 
tions.  Not  that  it  hasn't  tried.  In  19^ 
went  after  Lamaur  Inc.,  a  hair-care 
pany  in  Minneapolis,  only  to  be  ox 
by  Dow  Chemical  Co. 

But  with  low  debt  and  strong 
flow,  Bernick  will  have  more  chai 
And  count  on  Lavin  to  keep  looking 
Alberto's  next  winning  product.  Fc 
his  management  foibles,  Alberto  itb: 
miss  Lavin's  creative  spark  when  h 
tires.  But  that  won't  be  anytime 
"They'll  have  to  carry  him  out  of  hlig^jj 
says  P.  Douglas  McAuley,  head  o: 
berto's  consumer  products  divi: 
That'll  give  the  Bernicks  some  tin 
learn  a  few  more  of  his  tricks. 
By  Julia  Flynn  Siler  in  Melrose  Pari 
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Think  dependable. 


Relax.  With  a  Toshiba  copier  on  your  team,  you  never  have  to  worry  about 
lelivering  clean,  clear  copies. 

We  make  sure  our  copiers  go  the  distance.  We  subject  them  to  drop  tests, 
loise  tests,  impact  tests.  We've  even  run  two  tons  of  paper  straight  through  the  BD-91 10 
without  a  single  misfeed.  ' 

Sign  the  copier  that  comes  through  in  the  clutch.  Call  1-800-GO-TOSHIBA.  si 


hel  Hershiser.  Pitcher,  LA.  Dodgers.  1988  World  Series  Most  Valuable  Player. 


In  Touch  with  Tomorrow 

TOSHIBA 

Copier  Systems 


^^Around  the  world  or  around  th 
country,  well  go  as  far  as  it  tak^ 
to  prove  our  point  about  the 
Gulfstream  IV/'  | 

"Not  long  ago,  we  flew  our  by  Allen  E.  Paulson  ^^^HHI^HHSHH^Hr^"''' 

Gulfstream  IV  around  the  world  in  Chairman  and  Chief  Executive  Officer  ^^^^H^HIr^li|^^H|#l 

record  time.  Not  once,  but  twice.  Gulfstream  Aerospace  Corporation  ^^^^^^^^m  ^^^^^H 

The  first  time,  we  went  westbound  ^^^H^^^H  Ih^HI''''^'' 

from  Paris  and  came  back  in  about  ^^^^^^^^P  .^^^^BkM\ 

46.5  hours.  The  second  time,  we  went  ^^^^^^^B  I^JH^^^ 

eastbound  from  Houston  and  returned  anything  you  ask  of  it.  That  maybe  the  ^^|^H^|^    /  Bi^^Kill  >i 

in  a  little  over  36  hours.  Gulfstream  IV  could  very  well  be  all  ^^^^^^^^^  '^'^^-^^^^^Ir'^^'^ 

These  two  flights  went  far  beyond  the  business  airplane  you  ever  need 

what  any  other  commercial  or  corpo-  to  own.  |^^^^^|^H^^^fl^H|^Hi'ieiii 

rate  aircraft  had  ever  done,  and  in  most  Certainly,  a  business  jet  that  can  fly  ^^^^^^^^^^v^l^^^^^H^^^ 

cases,  could  do  at  all.  non-stop  from  Hobby  to  Shannon  ^^^^^^^K  vs^^^^^ttitiveln 

Theres  no  doubt  we  proved  that  the  ought  to  be  able  to  make  a  trip  from,  ^^^^^H^^  ^  jH^^^^Htebig, 

Gulfstream  IV  is  everything  we  say  it  say,  Palwaukee  to  Dullesandback  ina  ^^^^^^^    jpT  W^^^^^UpM. 

is:  unquestionably  superior  in  range  single  day.  In  the  case  of  the  Gulfstream  ^^^m    \^,^f//m^  ^^KftBS^^^^ 

and  speed;  that  its  engines  and  systems  IV,  it  can  add  several  other  airports  to  ^^^L^^j^^^Hk.  ^^^Hpwo 

areincredibly  reliable;  and  that  we  an  itinerary  like  that,  and  go  the  whole  ^^Htj^^^^^l^.  ^Kmki^ 

have,  in  fact,  designed  and  built  a  truly  day  without  refueling.  ^^^^I^^H^^^^^^^^^wnibini 

amazing  airplane  for  use  by  the  world  s  Those  airports  don  t  have  to  be  major  IHi^^^H^^HlHMHI^Heiiisioii 

major  corporations  and  governments.  ones.either  TheGulfstream  IV  can  As  a  pilot,  Alien  Paulson  has  an  innate  undtVpv^neiH 

We  like  to  think  we  also  made  a  get  into  and  out  of  hundreds  of  places  standing  of  aircraft  design  and  performanAponun 

strong  case  for  our  position  that  the  where  you  normally  only  find  jets  half  JoVp^raTe'opeTatiTnSS  mL^^^ 

Gulfstream  IV  can  handle  almost  its  size.  And  that  snot  only  because  ol  aerospace  industry  leader.  Wwik 


)erformance,  but  also  because  it's  a 
id  neighbor. 

.peaking  of  size,  that's  another 
ion  the  Gulfstream  IV  can  do  so 
:h  more  than  other  business  jets, 
'he  Gulfstream  IV  is  a  big  airplane, 
purpose.  It  has  a  big,  comfortable 
in  that  will  hold  a  big  payload  of 
>engers  and  baggage.  (Remember, 
m  take  more  people  more  places 
er  than  any  other  jet  designed  for 
:utive  travel.) 

t  has  big,  reliable  Rolls-Royce 
ines  that  also  power  airliners, 
t  has  a  big  cockpit,  with  the  biggest 
lication  of  advanced  flight  systems 
inology  in  any  business  aircraft. 
Everything  about  the  Gulfstream 
;eems  to  instill  big  confidence.  (In 
experience,  people  seldom  pass  up 
opportunity  to  ride  in  it  and  pilots 
ays  want  to  fly  one.) 
I',   can  show  you  why  that's  true. 


Executives  have  always  preferred  the 
spaciousness  of  the  Gulf  stream-size  cabin, 
in  which  custom-designed  interiors  can  be 
engineered  to  provide  optimum  comfort  on 
flights  of  any  duration. 

and  we  can  do  it  on  an  actual  business 
trip  you  and  your  key  executives  have 
to  make. 


If  you  need  to  go  to  five  or  six  cities 
where  commercial  airline  service  is 
either  token  or  forgotten,  we'll  show 
you-perhaps  in  a  single  day-how  easy 
the  Gulfstream  IV  makes  it. 

If  you  need  to  go  between  cities 
separated  by  5,000  miles  or  so,  we'll 
show  you  why  there's  nothing  quite 
like  making  the  trip  non-stop  in  a 
Gulfstream  IV. 

Call  Robert  H.  Cooper,  our  Senior 
Vice  President,  Gulfstream  Marketing, 
at  (912)  964-3234,  and  discuss  your 
requirements  with  him.  One  thing 
you'll  learn  is  that  we'll 
go  as  far  as  it  takes  to 
prove  our  point  about 
the  Gulfstream  IV." 


V/A 

Gulfstream 
/Icrospacc 

A  CHRYSLER  COMPANY 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 


^Gulfaream  Aerospace  Corporation,  RO.  Box  2206,  Savannah.  Georgia  314&3 


PAST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESI 

OUT  IT'S  SOMETHINGTO  CONSIDER. 


Mutual  funds  ha\en't  alvva_\s  been  your 
e\er\(Ja\  in\estment.  Forty  years  ago  there 
weren't  many  kinds  of  funds. 

Just  some  common  stock  funds  and 
Mime  bond  funds.  But  Jack  Dreyfus  thought 
AC  were  poised  for  growth. 

In  i95i  he  began  managing  one  of  the 
OJrlie.^?  fund^  to  actively  seek  growth  of  cap- 
-\)x  ii<  ■•I'areholders. 

n".^  a  -.I'-  h  that  paid  off.  Not  just  for 
s:i.ircr:oidcrs  o:  T'^e  Dreyfus  Fund,  but  for 
•-haieh»!der.s  O'  iljc  man\'  growth  funds  that 
toi lowed  it  in  th-  !950s'and  1960s.  In  the 
wheii  using  interest  rates  were 


strandmg  sa\ers  in  low-pa\mg  FDIC  insured 
passbook  accounts,  we  de\eloped  Dre\fus 
Liquid  .Assets. 

.And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  compan_\  worth  its  800  number 
that  doesn't  offer  a  wide  range  of  money  mar 
ket  and  tax  exempt  funds. 

Toda\  everyone  talks 
about  the  need  to  allocate 


The  right  fund  at  the  right  time. 


assets,  but  a  \ear  ago  we  created  a  fund  s 
cificallv  designed  to  shift  freelv  amons  st(  '.t^ 
bonds  and  money  market  instruments.  dep(p;^  .j.,  ^ 
ing  on  the  climate. 

Dre\fus  Capital  \'alue.  like  otht 
Dre\fus  funds  before  it.  is  a  product  o 
time.  Will  it  too  give  rise  to  a  whole  r 
categor}  of  funds  ?  No  one  know  s. 

But  one  thing  is  certain:  our  past.  / 
that's  one  wa_\  to  e\aiuate  the  future.  Obt 
a  prospectus  from  \our  securities  dealei 
call  1-800-648-9048 
Please  read  the  prospec 
carefulK  before  invest! 
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:  AND  MAY:  THEIR  DREAMS  OF  BUILDING  A  CHEMICAL  EMPIRE  HAVE  FALLEN  FLAT 


ELSON  PELTZ:  SHOPPING 
y  CHASE  THE  BLUES 


royal  was  a  setback — but  his  Avery  has  money  to  spend 


k  fter  years  of  controversy,  Uni- 
1^  royal  Chemical  Co.  caved  in.  In 
1^  early  June,  the  company  an- 
ced  it  was  voluntarily  halting  U.  S. 
of  the  pesticide  Alar,  which  envi- 
lentalists  have  attacked  as  a  carcin- 
.  For  Uniroyal,  the  solution  wasn't 
hreatening.  The  company  claims  do- 
le sales  of  Alar,  which  helps  keep 
iS  crisp,  account  for  less  than  1%  of 
revenues.  But  removing  Alar  from 
narket  is  only  the  most  visible  twist 
labyrinthine  corporate  tale, 
liroyal  is  a  subsidiary  of  Avery 
-a  holding  company  controlled  by 
on  Peltz  and  Peter  W.  May.  In  the 
1980s,  the  pair  used  Drexel  Burn- 
Lambert  Inc.'s  junk-bond  machine 
•ansform  their  Triangle  Industries 
into  the  one  of  the  nation's  largest 
aging  companies.  Peltz  and  May, 
eventually  pocketed  $835  million  in 
>  after  selling  Triangle  to  French 
inum  giant  Pechiney  for  $3.5  billion, 
hoped  to  work  similar  magic  on 
y,  which  was  a  tiny  coal  company 
1  they  bought  it  in  1982.  But  their 
to  create  a  world-class  chemical 
5rn  through  acquisitions  fell  flat 
1  competition  from  foreign  buyers 


drove  prices  beyond  Avery's  reach.  Af- 
ter trying  unsuccessfully  to  peddle  Uni- 
royal, Avery's  board  on  June  12  ap- 
proved a  plan  to  sell  the  subsidiary  to  a 
group  led  by  its  management.  "You 
can't  bat  a  thousand,"  says  Peltz. 
STEP  UP.  That  isn't  keeping  him  from 
stepping  up  to  the  plate  again.  The 
group  formed  to  acquire  Uniroyal  has 
agreed  to  pay  $240  million  in  cash  and 
assume  $560  million  in  debt.  That's  not 
bad — Avery  bought  Uniroyal  Chemical 
in  1986  for  $710  million.  Peltz  figures  his 
company  will  clear  $50  million,  leaving 
Avery  with  the  coal  business  and  a  pool 
of  cash.  But  not  for  long.  Avery  has 
authorized  Peltz  and  May  to  look  for 
acquisitions.  Avery  officials  say  they  are 
seeking  U.  S.  smokestack  companies, 
with  price  tags  of  about  $250  million. 


Uniroyal  attracted  plenty  of 
browsers,  including 
Rhone-Poulenc  and  ICI, 
but  no  serious  buyers 


Although  hardly  a  financial  disaster, 
Uniroyal's  sale  represents  a  strategic 
setback  for  Peltz  and  May.  Peltz  blames 
the  failure  on  poor  timing.  As  the  dollar 
continued  to  slip  in  1986,  well-heeled  for- 
eign buyers  began  to  scout  the  U.  S. 
chemical  market  for  acquisitions.  The 
competition  was  too  much  for  Avery. 
The  company  bid  on  Chesebrough- 
Pond's  Stauffer  Chemical  unit  in  1987, 
for  example,  but  lost  out  to  Imperial 
Chemical  Industries  PLC.  The  contest 
wasn't  close — ICl's  offer  of  $1.69  billion 
topped  Avery's  bid  by  some  $500  million, 
according  to  Anthony  W.  Graziano, 
Avery's  vice-president  for  legal  affairs. 
"We  got  blown  away,"  he  says. 
BROWSERS.  It  was  a  lesson  Avery's  man- 
agement took  seriously.  By  early  1988, 
Peltz  realized  he  would  be  unable  to 
build  a  chemical  empire  and  put  Uni- 
royal up  for  sale.  Avery  officials  say 
there  were  plenty  of  browsers,  including 
Rhone-Poulenc  and  ICI.  But  no  serious 
buyer  emerged.  Peltz  maintains  that 
Uniroyal's  basic  business  is  sound,  with 
fiscal  1988  operating  earnings  up  17%,  to 
$85.9  million,  on  sales  of  $734  million.  He 
attributes  the  buyer  malaise  to  Uni- 
royal's diverse  product  line  of  specialty, 
rubber,  and  agricultural  chemicals,  an 
unwieldy  mix  for  many  companies.  At 
the  same  time,  shared  manufacturing 
operations  make  selling  off  individual 
products  difficult. 

Some  competitors  and  industry  ana- 
lysts are  less  sanguine.  Mounting  envi- 
ronmental concerns  have  forced  agricul- 
tural chemical  makers  to  develop 
expensive  new  products  that  are  less 
toxic  and  can  work  with  lighter  applica- 
tions. "Their  product  line  just  wasn't 
very  good,"  says  George  J.  Krug,  a 
chemical  analyst  with  Oppenheimer  & 
Co.  The  debate  surrounding  Alar  hasn't 
helped.  One  U.  S.  competitor  says  the 
intense  public  scrutiny  of  Alar  made 
Uniroyal  less  desirable. 

Although  the  experience  hasn't  dulled 
Peltz's  penchant  for  making  acquisi- 
tions, he  may  find  future  deals  harder  to 
finance.  To  build  Triangle,  Drexel's  Mi- 
chael R.  Milken  used  junk  bonds  to  raise 
a  blind  pool  of  cash.  That  gave  Peltz  and 
May  hundreds  of  millions  of  dollars  to 
play  with — before  planning  a  specific 
deal.  But  lower  returns  have  made  in- 
vestors wary,  and  these  days  it  is  more 
difficult  to  arrange  blind  financing. 

Perhaps  it's  not  surprising,  then,  that 
Avery's  acquisition  plans  are  not  as  am- 
bitious this  time  around.  And  after  their 
misstep  in  the  chemical  industry,  Peltz 
and  May  are  likely  to  consider  acquisi- 
tions more  carefully.  But  with  the  mon- 
ey they  cleared  on  the  sale  of  Triangle, 
they  can  afford  to  be  patient. 

By  Kathleen  Deveny  in  New  York 
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At  a  cost  of  $166  million,  the  (j^j)  SAMSUNG  GROUP  has  built  the  lai 
'-olor  picture  tube  plant  in  existence,  expanding  its  annual  capacity  to  11.5  million  ti 

making  it  the  number  one  producer  in  the  \a 
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COMPUTERS  I 


HOW  COMPAQ  GETS  THERE  FIRSTEST 
WITH  THE  MOSTEST 
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A  unique  consensus-building  process  helps  it  beat  out  even  IBM  with  the  latest  technology 


later 
'For 


It  seemed  like  a  great  idea  at  the 
time.  Compaq  Computer  Corp.,  the 
leading  supplier  of  IBM-compatible 
PCs  to  major  companies,  would  merge 
with  Tandy  Corp.,  the  top  U.  S.-based 
supplier  of  inexpensive  PC  clones  to 
small  businesses  and  homes.  The  idea, 
say  former  executives  from 
both  companies,  was  that  Com- 
paq's high-class  engineering 
and  Tandy's  low-cost  produc- 
tion would  transform  the  two 
Texas-based  partners  into  an 
unbeatable  PC  powerhouse.  But 
at  the  last  minute,  in  early 
1986,  Compaq  President  Rod 
Canion  stunned  Tandy  Chair- 
man John  V.  Roach  by  calling 
off  the  deal.  "The  bride  was  at 
the  altar,"  gripes  a  former 
Tandy  executive.  "But  their 
egos  got  in  the  way." 

Not  egos.  Neither  company 
will  comment  officially.  But 
what  kept  Compaq  from  taking 
the  plunge,  insiders  say,  is 
something  called  "the  process." 
Deceptively  simple  but  nonethe- 
less amazingly  effective,  it 
keeps  any  Compaq  executive — 
even  venture  capitalist  Benja- 
min M.  Rosen,  the  company's 
strong-minded  chairman — from 
railroading  an  idea  through  the  organi- 
zation. Canion  wanted  the  Tandy  deal. 
But  other  executives,  led  by  Michael  S. 
Swavely,  now  president  of  North 
American  operations,  convinced  him 
that  despite  Tandy's  strengths  its  Ra- 
dio Shack  image  might  undo  the  premi- 
um-brand reputation  that  Compaq  had 
esUi'Dlishcd. 

BARELY  A  HICCUP.  That  may  be  open  to 
question,  but  one  thing  isn't:  Compaq 
has  done  just  fine  without  Tandy. 
Sinto  the  aborted  merger  it  has  be- 
come .u;  industry  power:  This  year  its 
revenues  should  reach  $3  billion,  up 
five- Cold  .since  1986.  While  other  micro- 
■y'[ny.i\ii-:'  makers  have  had  setbacks, 
iriciijdiriL'  -surprise  dips  by  Apple  Com- 
pater  inc.  and  Sun  Microsystems  this 
year  Compaq's  cash  machine  has  had 
hare^  h  hiccup. 
Now,  after  years  of  watching  skepti- 


cally for  Compaq  to  trip  or  be 
squashed  by  IBM,  Wall  Street  has  sud- 
denly turned  bullish.  Since  early 
March,  Compaq's  stock  has  soared 
45%,  to  97.  It  even  briefly  cracked  100, 
putting  it  within  striking  range  of  Big 
Blue,  which  has  traded  lately  at  about 


The  key  consensus-building  grouj 
the  all-important  product  strat€ 
team.  Headed  by  Canion,  it  inclui 
Swavely,  Gary  Stimac,  Compaq's 
nior  vice-president  of  systems  ei 
neering,  and  a  dozen  top  engineers  i 
marketers.  In  8  to  12  hours  a  week 


sold  wi 


tevenC 
Ktem.  [ 


110.  With  analysts  predicting  a  24%' 
increase  in  1989  earnings,  to  around 
$7.76  per  share,  Compaq  sells  at  a 
higher  multiple  than  IBM.  Indeed,  as 
IBM's  share  of  U.  S.  PC  sales  slipped 
from  37%  in  1985  to  24%  in  1988,  Com- 
paq's share  doubled  from  4%  to  8%, 
according  to  market  researcher  Info- 
Corp.  And  overseas  sales,  which  ac- 
count for  nearly  half  of  Compaq's  to- 
tal, are  streaking  ahead  at  about  60% 
annually  (box,  page  150). 

That  kind  of  growth  often  over- 
whelms the  management  abilities  of 
entrepreneurs.  But  Compaq's  pro- 
cess— a  sort  of  endlessly  introspective 
consensus-management  system — has 
kept  the  company's  core  management 
team  intact  and  in  charge.  "The  pro- 
cess is  almost  synonymous  with  the 
culture,  with  the  way  we  do  business 
every  day,"  says  Swavely. 


meetings,  these  executives  soak  up 


latest  market  information,  incluc  '™fftjt 


technology  developments,  sales 
ures,  and  intelligence  reports  on 
competition. 

But  there's  more  to  this  than 
chewing  things  over.  To  ensure 
issues  are  thoroughly  discussed,  (I^ience 


ion  will  take  one  side  and  Swaveh 
Stimac  another.  The  point  is  to  P 
the  discussion  honest,  so  that 
group  chooses  the  best  idea — not 
the  one  backed  by  the  highest-ranl 
executive  in  the  room.  In  theory,  tl 
are  no  winners  or  losers,  only  contr 


tors.  "We  have  to  leave  our  ego.'  !;%of 


the  door,"  says  Swavely.  "But  we 


put  any  question  on  the  table  witl  '■'<ssci 


fear  of  being  wrong." 

The  team  may  wind  up  tos 
around  an  idea  for  months.  Du 
that  time,  Compaq  will  canvass  its  ''2, 
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ers  and  software  developers  to  see 
proposal  will  fly.  Once  a  project 
;  the  go-ahead  or  the  ax,  everyone 
xpected  to  fall  in  line.  "Above  all, 
want  team  players,  not  individual- 
"  says  Canion. 

•E  CONFLICT.  That  doesn't  mean  yes- 
,  however.  "Rod  will  tell 
I'm  about  as  hard-headed 
,hey  come,"  says  Swavely. 
1985,  as  a  tide  of  cheap, 
.n-built  PC  clones  hit  U.  S. 
puter  stores,  Swavely 
;d  Compaq  to  build  a  low- 
id  "Fox"  brand  in  Taiwan. 
;r  months  of  jawboning  oth- 
xecutives,  Swavely  gave  up 
n  dealers  rejected  the  idea. 
;  machines  probably  would 
!  sold  well,  but  they  would 
!  undermined  the  image," 
ays  now. 

3t  even  Canion  can  subvert 
system.  Shortly  after  Com- 
shipped  its  first  "luggable" 
Duters  in  1983,  he  set  up  a 
iion  to  design  battery- 
jred  laptops.  But  the  liquid- 
tal  display  screens  on  the 
T  prototypes  were  hard  to 
,  and  the  computers  were 
rpowered. 

'  1987,  laptops  were  about 
"astest-growing  niche  in  the 
ndustry,  and  companies 

as  Zenith,  Toshiba,  and 
were  cashing  in.  Compaq 

still  on  the  sidelines  and 
ing  out.  And  still  Canion 
in't  get  his  way — not  until 
f  the  product-strategy 
p  rejected  three  major  pro- 
pes.  The  process  made 
paq  late  to  market,  but  it 

off.  When  the  company's 

laptop,  the  286/SLT,  was 
)duced  last  October,  its 
i  and  crisp  screen  made  it 
rernight  sensation.  By  this 
s  first  quarter,  according 
larket  researcher  Store- 

1  Inc.,  Compaq  had  34%  of 
p  sales  through  dealers, 
id  only  to  Toshiba. 
lESCiENCE.  The  process  also 
given  Compaq  the  confi- 

2  to  pursue  a  far  more  ag- 
sive  role.  By  keeping  close 

on  the  market,  Compaq 
its  chance  to  become  a 
:r  rather  than  always  wait 
m.  In  September,  1986,  it  took  the 
g  step  of  leapfrogging  IBM  by  in- 
icing  a  PC  using  Intel's  80386  mi- 
•ocessor,  a  chip  as  powerful  as  a 
computer.  IBM  had  decided  to  wait 
1987,  when  it  planned  to  intro- 
a  new  line  of  PCs,  the  Personal 
;m/2,  and  a  new  operating  sys- 
the  basic  software  that  controls  a 


computer.  But  Compaq  knew  that 
thousands  of  customers  needed  the 
power  right  away. 

It  took  the  lead  in  what  has  become 
a  $5.5  billion  market,  and  now  has 
about  20%  of  sales  of  80386-based  PCs, 
about  the  same  as  IBM,  according  to 


COMPAQ'S  SUCCESS 

STAYING  AHEAD  OF  IBM... 


Product 

Compaq 
introduction 

IBM 

introduction 

PERSONAL  COMPUTER 
INCORPORATING  INTEL'S 
80386  MICROCHIP 

Sept.,  1986 

June,  1987 

PORTABLE 
80386-BASED  PC 

Sept.,  1987 

May,  1989 

PC  WITH  20-MEGAHERTZ 
80386  CHIP 

Sept.,  1987 

Sept.,  1987 

PC  WITH  25-MEGAHERTZ 
80386  CHIP 

June,  1988 

Sept.,  1988 

K  WITH  LOWER-PRICED 
80386SX  CHIP 

June,  1988 

May,  1989 

LAPTOP  WITH 
80286  INTEL  CHIP 

Oct.,  1988 

None  yet 

PC  WITH  33-MEGAHERTZ 
80386  CHIP 

May,  1989 

Expected 
soon 

DATA.  IBM,  COMPAQ  COMPUTER  CORP  ,  BW 
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Dataquest.  "By  understanding  the 
market,  they  saw  the  potential  for  the 
80386  way  ahead  of  everybody,"  says 
Frank  Gill,  senior  vice-president  and 
director  of  sales  at  Intel.  The  80386 
machines  have  boosted  Compaq's  over- 
all market  share  and  have  let  it  claim 
the  title  of  industry  leader — the  com- 
pany that  incorporates   the  newest 


chips  and  other  technical  innovations 
first.  Industry  sources  now  say  that 
Compaq  has  launched  a  crash  program 
to  beat  IBM  to  market  with  a  machine 
using  the  even  speedier  Intel  80486 
chip.  "The  386  showed  us  how  impor- 
tant it  is  to  get  out  in  front,"  says 
Swavely. 

IBM  has  stayed  ahead  in  one  area. 
When  it  brought  out  its  PS/2  line.  Big 
Blue  also  introduced  a  new  hardware 
architecture.  Called  microchannel,  it  is 
a  method  for  attaching  circuit  cards  to 
control  options  such  as  graphics 
screens.  IBM  says  microchannel  im- 
proves the  performance  of  PCs  by  let- 
ting them  do  several  jobs  at  once.  Al- 
though Compaq's  engineers  plunged 
into  a  year-long  effort  to  clone  the  IBM 
design,  Canion  denounced  microchan- 
nel as  an  unnecessary  and  proprietary 
alteration  that  would  lock  customers 
into  IBM  hardware. 

To  save  customers  from  this  fate, 
last  September  Compaq  took  its  bold- 
est step  yet.  It  led  a  group  of  nine  PC 
makers  in  proposing  an  alternative 
"standard"  to  microchannel.  This  could 
be  a  brilliant  move — or  Compaq's  first 
big  gaffe.  The  microchannel  already 
accounts  for  179^  of  all  IBM-compatible 
PCs  sold,  but  the  so-called  gang  of  nine 
won't  produce  a  product  before  the 
fourth  quarter.  And  setting  a  stan- 
dard, rather  than  improving  on  one, 
could  require  an  expensive  marketing 
effort  that  could  hurt  margins,  notes 
First  Boston  Corp.  analyst  Charles 
Wolf.  If  the  effort  fails,  Compaq  could 
wind  up  making  microchannel  clones 
and  reverting  to  its  pre-1986  role  as  an 
adroit  exploiter  of  IBM  standards. 
'POSSESSED.'  Meantime,  both  IBM  and 
Apple  are  starting  to  pressure  Com- 
paq. Those  companies,  with  gross  PC 
margins  of  50%  or  more  vs.  Compaq's 
41%,  have  been  priming  dealers — Com- 
paq's sole  channel  of  distribution — 
with  discounts  and  rebates.  In  April, 
Compaq  wound  up  pulling  its  merchan- 
dise from  Businessland  Corp.,  a  dealer 
that  accounted  for  7%  of  its  1988  sales, 
after  Businessland  demanded  that 
Compaq  match  IBM's  terms.  Canion 
says  that  other  dealers  have  already 
taken  up  the  slack. 

For  now,  analysts  say,  hot  new  prod- 
ucts should  keep  the  company  on  a 
steep  trajectory.  One  big  boost,  says 
Kimball  Brown  of  Prudential-Bache 
Securities  Inc.,  has  been  IBM's  May 
product  introductions,  which  he  calls  a 
"nonevent."  Without  stronger  IBM  am- 
munition, he  figures  that  Compaq  will 
have  relatively  clear  sailing  well  into 
1990. 

That  leaves  Canion  with  the  ever 
more  difficult  challenge  of  keeping  his 
process  going  while  Compaq  mush- 
rooms. As  the  company's  5,900  Hous- 
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He  also  doesn't  realize 
Hewlett-Packard  makes  PCs. 
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That's  unfoitunate.  Because 
Hewlett-Packard  has  a  line  of 
eight  higli-performance  per- 
sonal computers.  PCs  which 
range  from  desktop  and  floor- 
mount  Intel386"  based  power- 
houses to  entry-level  8086- 
compatibles.  PCs  which  offer 
you  a  better  way  of  doing 
business. 

Hewlett-Packard  personal 
computers  give  you  plenty  of 
opportunity  for  expansion.  As 


The  HP  Vectra  QS/20  PC  One  in 
a  line  of  eight  PCs  from  Hewlett-Packard. 
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well  as  plenty  of  options.  At  the 
high  end,  you  can  get  up  to  8 
accessory  slots,  620  Mbytes  of 
hard  disk  storage,  and  16  Mbytes 
( )f  RAM.  And  on  all  models,  you 
get  a  choice  of  video  solutions 
and  the  flexibility  of  using 
either  5.25"  or  3.5"  disks. 

Beyond  this,  an  investment  in 
Hew^lett- Packard  PCs  allows 
you  to  choose  confidently  from 
thousands  of  software  applica- 
tions and  peripherals.  HP's  strict 


adherence  to  industry  stan- 
dards insures  compatibility. 
Now,  and  into  the  future. 

But  the  most  important  feature, 
the  one  you  won't  get  with  any 
other  personal  computer,  is 
Hewlett-Packard  reliability  For 
50  years,  HP  has  promised,  and 
delivered,  exceptional  quality 
in  everything  fi"om  calculators 
to  HP  LaserJet  printers. 

Finally,  every  PC  made  by 


Hewlett-Packard  is  backed  by 
an  extensive  network  of  trained, 
authorized  dealers.  For  more 
information  and  the  name  of 
your  nearest  dealer,  call  1-800- 
752-0900.  You'll  soon  reaUze 
what  an  HP  personal  computer 
can  do  for  you. 

There  is  a  better  way 

What  HEWLETT 
m.HM  PACKARD 
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ton-based  employees  spread  into  more 
buildings  on  its  1,000-acre  campus,  as 
the  1,600-emploj'ee  overseas  payroll 
swells,  and  as  the  growing  complexity 
of  PCs  complicates  product  strategy, 
Compaq  executives  are  facing  super- 
human demands  on  their  time.  "You 
eat,  drink,  and  sleep  for  the  gipper," 
says  one  former  executive.  "You  get 
possessed." 


Canion  is  well  aware  of  the  stress. 
"People  work  hard  because  they  like 
to,"  he  says.  "We  spend  a  lot  of  time 
trj'ing  to  get  people  to  'balance'  their 
lives,  to  think  about  their  families." 
Canion  is  a  case  in  point.  The  former 
Texas  Instruments  engineer's  first 
marriage  crumbled  in  1987.  Remarried 
to  a  Houston  real  estate  broker,  he  is 
far  more  relaxed — and  bent  on  enjoy- 


ing his  $1.8  million  in  annual  com; 
sation  and  $32  million  paper  fortun 
Compaq  stock  and  options.  He  ma 
time  for  the  two  sons  and  three  dai 
ters  from  his  two  families  and  has 
soloed  in  his  Beechcraft  Bonanza, 
least  that's  one  place  where  he  ge 
call  all  the  shots. 

By  Mark  Ivey  in  Houston,  with 
Lewis  in  New  York 
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THE  POWER  BEHIHD  COMPAQ'S  EUROPEAN  POWERHOUSE 


For  weeks.  Wall  Street  analysts 
have  trekked  to  Elektrastrasse  6, 
a  drab  office  in  a  Munich  industri- 
al park.  They've  come  to  see  Eckhard 
Pfeiffer,  the  trim,  tanned  German  who 
managed  a  105%  jump  in  Compaq  Com- 
puter Corp.'s  overseas  sales  last  year, 
to  $809  million.  The  analysts  want  to 
know  if  Pfeiffer,  47,  can  keep  boosting 
foreign  revenues,  which  have  become 
Compaq's  engine  of  growth. 

So  far,  the  answer  is  yes.  In  the  first 
quarter,  foreign  sales,  mostly  in  Eu- 
rope, hit  $313  million,  up  57%  from  a 
year  earlier.  That  represented  46%  of 
Compaq's  overall  revenues.  The  compa- 
ny also  grabbed  more  than  10%  of  Eu- 
rope's business  PC  market,  propelling  it 
past  Italy's  Olivetti  and  Apple  Comput- 
er, to  No.  2,  says  researcher  Dataquest 
Inc.  Compaq  still  trails  IBM's  24.4% 
share,  but  Pfeiffer  figures  that  foreign 
sales  may  rise  60%^  this  year,  to  $1.3 
billion. 

What's  behind  this  European  surge? 
For  one  thing,  Pfeiffer  has  transplant- 
ed the  dealer-only  strategj'  that  Com- 
paq perfected  in  the  U.  S.  He  has  a 
powerhouse  network  of  European  deal- 
ers who  rely  on  Compaq  to  be  the  first 
with  products  using  the  latest  technol- 
ogy. Pfeiffer  is  also  in  the  right  place 
at  the  right  time:  European  demand 
for  PCs  is  soaring  an  estimated  33%;  a 
year,  a  third  faster  than  growth  in  the 
U.  S.  That's  largely  because  European 
companies  are  trying  to  become  more 
efficient  in  preparation  for  a  unified 
European  market  in  1992. 
TOUGH  RIVALS.  To  capitalize  on  that, 
Pfeiffer  is  pushing  into  more  countries. 
Since  April,  he  has  opened  subsidiaries 
iri  Nonvay  and  Denmark,  bringing 
Compaq's  European  total  to  12.  In  late 
May,  he  announced  a  $40  million  plan 
ro  nearly  double  capacity  at  Compaq's 
?ac:<ip.-  in  Scotland.  And  he's  consider- 
o-.j  [uiring  a  second  factory,  in 
'Urnna-iy. 

i'here's  still  plenty  of  tough  competi- 
for  Compaq.  IBM's  Personal  Sys- 
>  .  2  has  Of,  rrht  on  better  in  Europe 


than  in  the  U.  S.  And  Big  Blue  has 
cozied  up  to  European  dealers  by  scal- 
ing back  direct  sales  and  boosting  max- 
imum discounts  to  43%,  above  Com- 
paq's 41%.  Pfeiffer  says  he  won't  play 
"the  margin  game."  But  on  June  1,  he 
began  offering  dealer  rebates  of  up  to 
2%.  Pfeiffer  also  faces  a  resurgent  Oli- 
vetti. "We  lost  some  market  share  be- 
cause we  were  late  with  key  products," 
says  Olivetti  Chief  Operating  Officer 


er  at  Tl's  German  subsidiarj'.  By  19 
he  was  running  it.  Two  years  later, 
was  in  charge  of  Tl's  European  c 
sumer  products  group.  After  mov 
to  Tl's  Dallas  headquarters  in  1979, 
rose  to  vice-president.  Wlien  Can 
called  in  1983  to  check  references 
another  ex-TI  employee,  he  was  so 
pressed  by  Pfeiffer  that  he  hired  \ 
to  plot  Compaq's  overseas  expansi 
beginning  in  1984. 


Vittorio  Cassoni.  "We're  fixing  that." 

But  Pfeiffer  isn't  fazed.  "He  sets 
very  tough  objectives  and  then  drives 
himself  and  his  people  hard  to  meet 
them,"  says  Stewart  Carrell,  his  for- 
mer boss  at  Texas  Instruments  Inc. 
Pfeiffer  says  that  some  of  his  drive 
stems  from  his  unsettled  childhood. 
His  father,  who  fought  with  the  Ger- 
man army  on  the  Russian  front,  was 
held  in  a  prison  camp  until  1948.  Mean- 
while, at  age  four,  Pfeiffer  fled  with 
his  mother  from  Poland  to  Niimberg, 
West  Germany,  which  was  rising  from 
the  ashes  of  the  war.  "Maybe  it  was 
then  that  I  developed  the  need  to  build 
things  up  from  scratch,"  Pfeiffer  says. 

Like  Compaq  founder  Rod  Canion, 
Pfeiffer  started  at  Texas  Instruments. 
In  1964,  he  was  hired  as  office  manag- 


Also  like  Canion,  Pfeiffer  is  trjinj 
slow  his  grueling  schedule.  As  se; 
vice-president,  international  operati( 
he  heads  all  Compaq  operations  out 
North  America.  That  means  12-1 
days  built  around  frequent  trips  to 
U.  S.,  Asia,  and  the  rest  of  Eun 
Now  he's  delegating  more  work 
using  video  conferencing  to  cut  d« 
on  travel.  Pfeiffer,  whose  $893,000 
nual  compensation  is  second  onlj 
Canion's,  even  made  time  during  £ 
cent  computer  conference  for  an  a: 
noon  stroll  on  the  beach. 

But  Pfeiffer-watchers  know  he  w 
let  up  much.  That's  one  reason  C 
paq's  shares  have  soared.  Analysts 
figuring  out  that  Eckhard  Pfei 
delivers. 

By  Thane  Peterson  in  Mu 
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JDDENLY,  USX  IS  PLAYING 
IR.  NICE  GUY 


er  decades  of  hostility,  managers  are  teaming  up  with  workers 


July  21,  USX  Corp.  is  throwing 
]Ba  party.  The  steelmaker  is 
^coughing  up  as  much  as  $20,000 
lat  4,000  union  and  managerial  em- 
ees  at  its  Pittsburgh  mills  can  ride 
;r  coasters  together  at  nearby 
nywood  Amusement  Park, 
friendly  outing  would  be  no  big  deal 
ost  companies.  But  USX  is  different, 
decades,  the  former  U.  S.  Steel  has 
i  its  workers  with  an  iron  hand. 
1  after  the  recession  of  the  early 
5  cut  employment 
aghout  the  indus- 
n  half,  the  compa- 
argely  refused  to 
other  steelmakers' 
•ts  to  regain  com- 
;iveness  through 
cer-management 
eration.  Instead,  it 
■sified  into  oil  and 
roughshod  over  the 
ed  Steelworkers 
•act,  finally  facing 
1  the  union  in  a 
lonth  work  stop- 
!  that  began  in 

In  this  context, 
mywood  Day"  re- 
3  a  dramatic  shift. 
;he  past,  it  was  un- 
d  of  for  USX  man- 
s  and  workers  to 
nything  together," 

Don  Conn,  presi- 
of  USW  Local  2227 
est  Mifflin,  Pa. 
'ENING.  Why  the  change 
eart?  Quite  simply,  usx  has 
led  that  cooperation  is  the  key  to 
oving  quality.  So  the  company  has 
n  to  set  up  worker-management 
is  intended  to  grapple  with  quality 
s.  But  while  USX  is  changing  its 
,  it  hasn't  changed  its  stripes.  In- 
1  of  working  with  the  union,  USX  is 
iting  a  management-driven  strategy 
lild  worker  involvement  outside  the 
1  contract.  The  point:  to  go  around 
JSW  leaders  and  form  alliances  with 
:ers.  USX  declined  to  be  interviewed 
this  story,  fearing  the  publicity 
d  anger  union  leaders.  But,  says  a 
JSX  insider,  "we've  screened  the  In- 


ternational out.  We  want  worker  cooper- 
ation, but  we  don't  want  to  broker  it 
through  the  union." 

USX  is  softening  its  tough-guy  ap- 
proach primarily  out  of  necessity.  Grant- 
ed, restructuring  restored  the  steel  unit 
to  health  and  created  a  revived  company 
that  has  attracted  renewed  speculation 
about  raider  Carl  C.  Icahn,  who  used  his 
11%  stake  in  USX  to  mount  an  attack  two 
years  ago.  But  the  company  paid  a  stiff 


HOW  USX  APPROACHES 
TEAMWORK 

MIFFLIM,  PA.  Set  up  "All  Product  Ex- 
cellence Program"  in  late  1985  among 
mill's  1,500  employees.  Now  has  40 
APEX  teams  of  up  to  12  hourly  and  sala- 
ried employees.  Teams  meet  several 
times  a  month  to  solve  quality  problems 

GARY,  iND.  Launched  APEX  in  summer 
of  1987  among  7,700  workers.  Plant  since 
has  held  three  seminars  for  all  employees 
about  ways  to  boost  quality.  Expects  to 
form  APEX  teams  soon 

'RAIN,  OHIO  Since  late  1987  has 
formed  more  than  30  quality  control 
teams  among  2,900  employees.  Each 
team  usually  has  four  hourly  and  salaried 
employees  and  meets  daily 

PITTSBURG,  CALIF.  In  January,  manage- 
ment began  intensive  technical  training 
for  1,000  hourly  workers  to  give  them  di 
rect  responsibility  for  quality 

DATA:  USX  CORP.,  UNITED  STEELWORKERS 


price  for  its  past  intransigence.  Even  be- 
fore the  work  stoppage,  USX's  hardline 
stance  had  alienated  its  work  force, 
prompting  it  to  make  limited  cooperative 
efforts.  The  stoppage  reopened  old 
wounds  and  damaged  the  company's 
customer  base.  While  USX  won  a  compet- 
itive labor  contract  that  cut  annual  labor 
costs  by  $100  million,  one  company  offi- 
cial concedes  that  the  shutdown  cost  an 
estimated  $360  million.  So  USX  won't 
even  recoup  its  losses  until  next  year. 

In  the  meantime,  the  competitive  fo- 
cus of  the  industry  has  changed.  Most 


steel  companies,  including  USX,  have  al- 
ready achieved  big  cost  savings  from 
massive  job  cuts.  They  now  see  worker 
cooperation  as  a  key  to  further  gains  in 
cost  and  quality.  USX  has  come  to  see 
that  unhappy  workers  are  less  motivated 
to  handle  every  steel  product  with  care 
than  are  employees  at  rival  steelmakers, 
where  management  has  fostered  a  coop- 
erative relationship  with  labor.  "USX  fi- 
nally realizes  that  quality  takes  a  team 
effort  by  the  union  and  the  company," 
says  Al  Pena,  president 
of  Local  1104  at  the 
Lorain  (Ohio)  Works. 
"Management  never 
believed  that  before." 
RESULTS.  Having  said 
that,  labor  experts  point 
out  that  usx's  strategy 
of  circumventing  the 
union  is  a  risky  one. 
Companies  such  as 
National  Steel,  LTV, 
and  Wheeling-Pittsburgh 
Steel  have  signed  la- 
bor contracts  that  in- 
stitutionalize coopera- 
tive partnerships  with 
the  USW.  They  have 
built  good  relations  by 
working  painstakingly 
with  everyone  from 
USW  President  Lynn 
R.  Williams  to  rank-and- 
file  committees.  By  re- 
jecting such  "co-manage- 
ment," usx  wants  to  have 
it  both  ways.  While  it's  ask- 
ing employees  to  work  with  man- 
agers, USW  officials  say  that  the  com- 
pany continues  to  violate  the  union 
contract  by  subcontracting  work  to  out- 
side, non-USW  suppliers. 

This  was  the  major  issue  that  led  to 
the  work  stoppage.  Worker  involvement 
won't  succeed  with  "a  management-con- 
trolled process  where  the  company  does 
just  what  suits  them,"  says  Williams. 

Still,  usx's  program  is  showing  re- 
sults. The  idea  actually  started  as  a  local 
experiment  in  late  1985  at  its  West  Miff- 
lin (Pa.)  mill.  Dubbed  "All  Product  Ex- 
cellence," or  Apex,  the  program  there 
has  grown  to  mclude  40  quality  teams  of 
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salaried  and  hourly  employees.  Each 
team  meets  several  times  a  month  to 
spot  quality  problems  and  to  devise  and 
implement  solutions. 

At  the  Ir\in  mill  in  West  Mifflin,  a 
seven-person  Apex  team  devised  new 
ways  to  remove  speckles  from  the  sur- 
face of  finished  steel  coils.  The  tempera- 
ture was  increased  for  reheating  steel 
slabs,  making  the  steel  softer  and  easier 
to  clean.  In  addition,  water  spray  guns 
were  freed  of  particle  buildup  so  that 
they  could  evenly  clean  each  steel  slab. 

Such  cooperation  helped  slash  Irvin's 
customer  rejection  rate  on  appliance 
steel  by  two-thirds,  helping  USX's  Pitts- 
burgh mills  post  an  estimated  S125  mil- 
lion profit  in  the  past  18  months.  "USX 
has  made  exceptional  progress,"  says 
Robert  B.  Mulhall,  a  buyer  at  General 
Electric  Co.'s  appliance  division.  "You 
don't  get  quality  like  Irvin's  without 
good  worker  involvement  programs." 
WAR  OR  TRUCE?  This  success  has 
spawned  an  outbreak  of  cooperation  at 
other  mills  after  the  strike  (table,  page 
151).  Plant  managers  now  actively  seek 
input  from  union  officials  and  regularly 
send  hourly  workers  on  visits  to  custom- 
ers. At  a  mill  in  Lorain,  several  workers 
recently  visited  a  Cleveland  customer 
and  learned  that  faulty  steel  batches  had 
caused  the  customer  to  make  bad  bolts 
for  bridge  construction.  When  they  re- 
turned to  Lorain,  a  quality  team  devised 
improvements  in  the  metal  heating  pro- 
cess to  eliminate  the  bad  batches.  "The 
men  feel  much  more  involved  and  closer 
to  the  product  now,"  says  union  official 
Pena.  "Before,  management  didn't  care 
about  our  ideas." 

The  question  is  how  far  such  new  atti- 
tudes can  spread.  At  USX's  Fairfield 
(Ala.)  and  Fairless  Hills  (Pa.)  mills,  man- 
agers still  rule  autocratically.  And  at 
USX's  huge  Garj'  (Ind.)  Works,  manage- 
ment has  built  a  truce  with  one  USW 
local.  But  it's  in  open  warfare  with  an- 
other over  its  continued  subcontracting. 
"USX  hasn't  changed  a  bit,"  says  USW 
Local  1014  President  Larrj"  Regan,  who 
adamantly  opposes  cooperation.  "They 
slap  you  on  the  back  and  ask  for  cooper- 
ation with  one  hand  and  then  stab  you  in 
the  back  with  the  other  by  violating  the 
contract."  This  kind  of  reaction  may  be 
enough  to  slow,  if  not  scuttle,  USX's  ef- 
forts in  the  long  term. 

But  there's  another  possibility.  Union 
officials  say  that  managers  do  less  sub- 
j  cont'-acting  at  mills  where  cooperation 
I  thrives  The  local  managers  won't  talk 
[  .'  bo';"  it  but  they  apparently  realize  that 
1  '  It  -  onpiiny's  subcontracting  policy  un- 
■  "a.-risru  K  the  new  relationships  with  em- 
,  ''•v>:es.  If  so,  the  hardliners  in  top  man- 
I  ^y^  "ifiT'  rnay  find  that  they  have  set  in 
I  .ro..  !\  a  p'-ocess  that  requires  a  new 
t^  'tuie  all  the  way  around. 

By  G-rcgory  L.  Miles  in  Pittsburgh 


IT'S  KID  BROTHER'S  TURN 
TO  KEEP  HASBRO  HOT 


Alan  Hassenfeld  must  fill  big  shoes  at  the  toymaker 


Ian  G.  Hassenfeld  must  feel  a  lit- 
tie  bit  like  combat  veteran  Gl  Joe 
^^tL  right  now.  In  late  May,  the  41- 
year-old  president  of  Hasbro  Inc.  took 
command  of  the  nation's  largest  toy 
company  from  his  brother  Stephen,  4'7, 
who  was  hospitalized  with  pneumonia. 
Since  then,  he's  been  besieged,  working 
out  details  of  the  company's  planned  ac- 
quisition of  Coleco  Industries  Inc.,  wor- 
rying about  potential  raiders,  and  mak- 
ing contingency  plans  for  moving  the 
company's  production  out  of  China. 

If  any  toy  company  can  withstand  the 
pressure,  Hasbro  can.  It  has  a  broad 
product  line,  a  clean  balance  sheet,  and  a 
cadre  of  experienced  managers.  Still, 
Stephen  D.  Hassenfeld  has  been  the 
company's  guiding  genius.  He  remains 
in  intensive  care,  and  while  the  company 
says  it  expects  him  to  come  back  to 
work,  it  can't  say  when.  So  the  question 
is:  How  will  Hasbro  fare  in  his  absence? 

Chances  are,  quite  well.  Over  the  past 
six  years,  Stephen  Hassenfeld  has  me- 
thodically built  Hasbro,  once  dubbed 
"Has  been"  by  industry  wags,  into  the 
company  with  the  broadest  product  line 


in  the  business.  Starting  wit 
meager  collection  of  dolls,  I 
senfeld  branched  into  bo 
games  and  preschool  toys 
the  1984  acquisition  of  Mi 
Bradley  Co.  and  its  Playskoo 
vision.  Other  smaller  deals 
licensing  pacts  (table,  page 
rounded  out  a  product  line 
now  caters  to  all  ages. 

While  those  acquisitions  bo 
ed  sales  to  $1.4  billion  in 
from  $137  million  in  1983 
company  financed  most  of  tl 
internally  and  remains  virtu 
debt-free.  Profits  could  appr( 
$100  million  this  year  from 
million  in  1988,  analysts  pre 
even  though  sales  are  likely  t 
fairly  flat  in  the  absence 
blockbuster  toy. 

Hassenfeld  has  also  put  sti 
managers  in  key  positions  to 
the  company.  In  a  reorganize 
last  December,  he  placed  vet< 
executives  previously  in  ch; 
of  sales  and  marketing  at 
helm  of  each  toy  division.  "Nobod 
the  industrj'  has  demonstrated  the 
of  brilliance  Stephen  has,"  says  coi 
tant  Sean  McGowan,  president  of 
Money  Inc.  in  New  York.  "But  Alan 
be  in  a  better  position  to  delegate, 
he's  backed  by  a  well-oiled  machine 
FLYING  HIGH.  Quiet  and  reserved, 
Hassenfeld  is  known  in  the  toy  indu 
as  a  capable  manager.  While  Stej 
was  shaping  Hasbro,  Alan  was  boos 
international  sales  to  $433  million 
year,  from  $268  million  in  1985.  Hi 
proach:  take  a  toy  that  flopped  or  f 
in  the  U.  S.,  and  remarket  it  oversea; 
as  much  as  four  times  its  original  p 
In  recent  weeks,  Alan  has  seemt 
cover  all  fronts  at  the  company's 
tucket  (R.  I.)  headquarters.  Althoug 
one  is  known  to  be  accumulating  sh; 
a  2'/8-point  runup  in  Hasbro  stoci 
211/2,  following  Stephen's  hospitaliz; 
prompted  Alan  and  the  board  to  set 
poison  pill.  And  while  the  turmoil  in 
na  hasn't  disrupted  operations  at  th 
factories  there  that  account  for  40 
Hasbro's  sales,  the  company  has 
pared  to  shift  manufacturing  elsew 
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Vhzts  the  secret  to  keeping  your  phone  bills  down? 


costs  surprisingly  little  for  the  service  you  deserve. 

)  find  out  more  about  the  AT&T  Reach  Out®  America  Plan,  call  1  800  2  25-7466  Ext.  1012. 


AT&T 

The  right  choice. 
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YOUR  FINANCIAL  NEEDS  ARE  VERY  DIFFERENT 
YOUR  FINANCIAL  SOLUTION  SHOULD  BE,  TOO 


mim 


U(,(Oli 


On  the  surface,  financial  products  and  service 
can  appear  deceptively  alil<e.  So  how  do  you  decid( 
which  ones  are  right  for  you?  That's  easy:  Ask 
The  New  England. 

Our  philosophy  is  simple:  financial  solutions 
can  only  result  from  the  deepest  understanding  of 
client's  needs.  So,  by  taldng  the  time  to  listen  to  you 
our  representatives  can  help  you  determine  your 
financial  goals  -  whether  they  be  education  funding 
estate,  retirement  or  business  planning. 

Most  important,  our  representatives  can  help 
you  realize  these  goals  -  by  selecting  the  right  prod 
ucts  to  fit  your  specific  financial  situation.  They'll 
help  you  choose  from  an  array  of  financial  product; 
which  includes  life  insurance,  mutual  funds,  real 
estate  investments,  and  financial  planning  services 

Trust  your  goals  to  The  New  England.  Call 
today  at  1-800-222-2725,  Ext  455,  if  individual 
attention  and  quality  service  matter  to  you. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 
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!  Far  East  if  necessary,  says  Alfred 
rrecchia,  president  of  the  manufac- 
y  services  division, 
anwhile,  Hasbro  has  petitioned  the 
-uptcy  court  to  approve  plans  to 
^oleco's  assets  for  $85  million,  plus 
ro  warrants  valued  at  about  $5  mil- 
At  stake  are  such  popular  board 
s  as  Scrabble  and  Parcheesi,  and 
abbage  Patch  Kids  doll  line,  a  one- 
superstar  that  has  leveled  off  at  a 
)rtable  $60  million  in  annual  sales. 
)bage  Patch,  which  peaked  at  $600 
n  in  sales  in  1985,  plays  to  Has- 
strength:  developing  fad  products 
lines  that  throw  off  steady  sales 
rofits  year  after  year.  Some  of  the 
iny's  most  profitable  lines,  such  as 
.Formers  and  My  Little  Pony,  are 


HASBRO'S 
TOY-SHOPPING  SPREE 


isrtion 


Year    Price  Toys 

Millions 


CKERBOCKER   1983    $36    Plush  toys 

rOH  BRADLEY  1984    360    Board  games  includ 
ing  Candyland  and 
Chutes  and  Ladders 
Playskool  toys 

IIPLES  1985       5*  Boordgome 

.D  GUIDANCE/  1986  15  Parts  of  Child  Guid- 
i\l  once  preschool  toy 

line 


OBAU 


1987       5*  Riding  boll  toy 


(PER 


1987 


11 


Four  games  including 
Operation 


I  ICO 


1989  iir 


Cabbage  Patch, 
Scrabble,  Parcheesi, 
ride-on  toys,  outdoor 
furniture 


imoted  royalty  fees 

ludes  $21  million  already  paid  for  some  assets,  and  on  est! 
i  $90  million  for  pending  purchase  of  most  remaining  ossets 
DATA;  COMPANY  REPORTS.  PLAY  MONEY  INC. 


than  five  years  old — Methuselahs 
industry  of  short-term  wonders, 
ibro  has  kept  its  biggest  product, 
')-year-old  Gl  Joe,  at  $150  million  in 
,1  sales  by  giving  the  line  a  com- 
f ace-lift  and  a  new  set  of  accesso- 
very  two  years.  Even  top-sellers, 
as  a  $100  battleship  that  set  sail 
il  Christmases  ago,  may  be  moth- 
after  two  years  to  make  way  for 
Lems. 

FIASCO.  It's  a  good  thing  Hasbro 
;  how  to  keep  old  toys  alive,  be- 
lt isn't  as  good  at  coming  up  with 
iw  ones.  Over  the  past  two  years, 
•0  spent  more  than  $20  million  pro- 
g  a  handful  of  toys  that  it  ended 
nking  from  the  market.  These  in- 
1  Battle  Beasts,  Visionaries,  and 
in  unsuccessful  punk-rock  rival  to 
1  Inc.'s  Barbie  doll.  But  the  most 


painful  failure  was  Nemo,  a  $20  million 
video-game  project  Hasbro  discontinued 
last  year.  It  had  hoped  to  use  Nemo  to 
grab  a  piece  of  the  $3  billion  U.  S.  video- 
game business  dominated  by  Nintendo 
Co.  But  Hasbro's  system  was  more  than 
twice  as  expensive  as  Nintendo's  ma- 
chine, and  it  failed  to  impress  retailers. 

The  Nemo  fiasco  caused  Hasbro  to 
retreat  to  basic  toys  and  more  conserva- 
tive promotional  spending.  It  cut  its  bud- 
get for  ads  and  TV  cartoons  by  14%  over 
two  years,  to  $190  million  in  1988,  and 
concentrated  its  efforts  on  the  steady 
breadwinners.  That  has  yielded  some 
pleasant  surprises.  Maxie,  a  wholesome 
Barbie  look-alike,  proved  more  popular 
than  Jem  and  brought  in  sales  of  $25 
million  in  1988. 

Industry  analysts  expect  Has- 
bro to  be  more  aggressive  with 
new  products  now  that  Lawrence 
H.  Bernstein,  the  former  head  of 
sales,  is  running  the  Hasbro  Toy 
Division.  He's  already  moving 
fast.  This  September,  the  compa- 
ny will  start  shipping  Record 
Breakers,  superfast  battery- 
powered  toy  cars  that  are  hot 
items  in  Japan  this  year.  Hasbro 
didn't  show  them  at  the  Febru- 
ary American  International  Toy 
Fair  in  New  York  because  the 
company  thought  boys  weren't 
interested  in  anything  but  video 
games.  But  after  Bernstein  saw 
the  reaction  to  the  toys  in  Japan 
this  spring,  he  decided  to  rush 
them  out  for  Christmas  to  com- 
pete with  similar  cars  from  Ton- 
ka Corp.  and  others. 

Hasbro  is  even  getting  a 
chance  to  make  some  money 
from  video  games.  In  March,  the 
company  shipped  Marble  Mad- 
ness and  World  Games,  two  of 
five  Nintendo  cartridges  it  will 
market  through  Milton  Bradley  this 
year.  Industry  sources  say  Nintendo 
only  made  computer  chips  available  to 
Hasbro  once  it  abandoned  the  competing 
Nemo  system.  The  games  alone  could 
add  $50  million  in  sales — and  as  much  as 
$20  million  to  profits,  consultant 
McGowan  estimates. 

Even  if  it  fails  to  produce  a  blockbust- 
er, Hasbro  can  have  a  very  good  year. 
"Hasbro  has  shown  it  can  lose  money  on 
promotional  toys  and  still  make  money 
overall,"  says  McGowan.  "That  will  be 
the  legacy  and  lesson  of  Stephen  Has- 
senfeld"  It's  a  lesson  the  toy  industry 
learned  painfully  after  lack  of  diversifi- 
cation drove  such  one-hit  companies  as 
Coleco  and  World  of  Wonder  Inc.  into 
Chapter  11.  And  it's  a  legacy  that  Alan 
Hassenfeld  must  now  carry  on. 

By  Laura  Jereski  in  Boston 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

For  more  than  150  years  we 
have  offered  financial  security  and 
independence  to  our  clients.  As  our 
clients'  needs  have  grown  and  diver- 
sified, we've  changed  to  meet  them. 
Today  we  are  The  New  England 
-a  broad-based  financial  services 
organization  with  expertise  in  virtu- 
ally every  area  of  financial  manage- 
ment. Concentrating  on  individual, 
small  business,  and  institutional 
insurance  and  investment  needs. 
The  New  England  is  one  of  the 
nation's  top  20  money  managers, 
with  more  than  $50  billion  in  assets 
under  management. 

Insurance 

New  England  Mutual  Life 
Insurance  Company 

New  England  Variable  Life 
Insurance  Company 

Employee  Benefits 

The  New  England 

Employee  Benefits  Group 

Financial  Planning 

New  England  Financial  Advisors 

Investments 

Institutional  Investment  Croup 
New  England  Securities 
Loomis,  Sayles  &  Company 
Copley  Real  Estate  Advisors 
Back  Bay  Advisors 
Marlborough  Capital  Advisors 


The  New  England 

Your  Financial  Partner 
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SEMICOMDUCrORSI 


CAN  CHARLES  SPORCK 
CHIP  OUT  A  NEW  NICHE? 


He  wants  higher-margin  markets  for  National  Semiconductor 


I 


ndustry's  gain  was  National's  pain. 
For  the  past  few  years,  Charles  E. 
Sporck,  chief  architect  and  chief  ex- 
ecutive of  National  Semiconductor  Corp., 
has  been  guiding  his  creation  with  one 
hand.  With  the  other  he  has  been  play- 
ing elder  statesman,  lobbying  Washing- 
ton tirelessly  on  semiconductor  trade 
and  industrial  policy  issues,  and  prod- 
ding his  peers  to  back  Sematech,  the 
chip  industry  consortium  dedicated  to 
bolstering  U.  S.  competitiveness  in  chips. 

Meanwhile,  National  Semiconductor 
was  suffering.  Although  the  Santa  Clara 
(Calif.)  company  got  a  bargain  when  it 
bought  Fairchild  Semiconductor  Corp.  in 
1987,  merging  with  Sporck's  alma  mater 
generated  more  heartburn  than  expect- 
ed. Worse,  forays  into  new  markets 
mostly  stumbled,  leaving  National  domi- 
nant in  just  a  couple  of  standby  product 
lines:  chips  for  processing  analog  data 
and  high-speed  chips  used  in  big  main- 
frame computers. 

Unfortunately  for  National,  the  mar- 
kets for  analog  chips  and  mainframe 
chips  are  laggards  in  an  increasingly 
digital  and  desktop  world.  For  the  fiscal 
year  ended  May  28,  National  is  expected 
to  report  a  $185  million  loss  on  chip  reve- 
nues of  $1.6  billion.  Daniel  L.  Klesken, 
an  analyst  with  Montgomery  Securities, 
says  that  National's  strategic  position 
has  ebbed  to  where  "it's  like  being  a 
leader  in  the  over-50  league.'' 
FROM  SCRATCH.  But  Sporck  is  now  back 
at  the  helm  full-time,  and  he  is  deter- 
mined "to  make  National  one  of  the 
great  turnarounds  of  the  '80s."  His 
game  plan  calls  for  rebuilding  America's 
No.  4  chipmaker  almost  from  scratch.  As 
part  of  the  most  sweeping  reorganiza- 
tion in  nearly  a  decade,  Sporck  is  trim- 
ming National  back  to  its  core  chip  busi- 
ncr-s — at  least  for  now. 

Th.  new  vision  for  National  emerged 
at  a  i;  -inagement  meeting  late  last  year, 
when  Sporck  warned  that  painful 
;  h,  •-•'■■e  W'^re  coming.  Last  December, 
Nat-.;'  ;  i  sold  Datachecker/DTS,  a  unit 
'}'  ■'  ki';  point-of-sale  terminals.  And 
■:yvo  m  ■.-s  hs  ago,  Sporck  axed  National 
Ai'  .  anc  J  Systems  (NAS),  a  venture  into 
maii.fra.ne  computers  based  on  equip- 
•nent  pu»eha.sed  from  Hitachi  Ltd.  NAS 


was  supposed  to  provide  an  important 
outlet  and  proving  ground  for  National's 
high-speed  chips,  but  didn't. 

Sporck  still  believes  that  National 
must  be  a  player  in  computer  systems. 
It's  important  to  be  intimately  familiar 
with  the  company's  biggest  market,  he 


ing  National  from  a  manufactuif 
powerhouse,  specializing  in  spewing  | 
low-cost  chips,  into  a  fleet-footed  i 
keter  serving  higher-margin  niches. 

Today,  National  is  saddled  with  ni 
products  that  pull  in  gross  margin 
5%  to  7%,  estimates  Thomas  A.  Thon 
ni,  an  analyst  at  Shearson  Lehman  1 
ton  Inc.  It  needs  double-digit  margin 
get  back  into  the  major  leagues,  bu 
far  it  has  had  little  success  at  mo 
upscale.  "I  just  don't  see  a  wave  of  f 
products  coming  to  pull  them  out  offc 
slump,"  says  a  former  manager. 

Whether  Famham  can  take  the  he 
the  key  question.  The  17-year  veter; 
regarded  as  a  good  organizer  and 
cient  manager.  Last  year,  the  opera 
he  ran  posted  double-digit  net  pn 


explains.  National  has  the  cash  to  move 
up  to  higher-level  systems.  Even  after 
paying  off  some  long-term  debt  with  the 
million  collected  from  the  NAS  sale, 
the  company  has  $200  million  in  its  cof- 
fers. But  that  cornerstone  of  Sporck's 
long-range  strategy  is  on  hold  until  the 
chip  side  of  the  house  is  restored. 
THE  CRUCIBLE.  To  stanch  the  red  ink, 
National  has  closed  a  half-dozen  plants. 
In  January,  2.000  employees — some  5% 
of  the  work  force — got  layoff  notices. 
Then  several  senior  managers  left.  Exec- 
utive Vice-President  James  M.  Smaha, 
who  headed  the  Semiconductor  Group, 
took  early  retirement  in  March,  at  age 
.54.  F.  Joseph  Van  Poppelen,  61,  who  ran 
worldwide  marketing  and  sales,  did  the 
same  a  month  later.  The  other  executive 
vice-president,  David  N.  Martin,  manag- 
er of  NAS,  will  soon  leave  as  v/ell. 

Sporck  is  pinning  his  hopes  on  the 
newly  formed  VLSI  Div.,  headed  by  Vice- 
President  Raymond  J.  Famham.  This  di- 
vision will  be  the  crucible  for  transform- 


But  he  is  untested  as  a  senior 

Still,  Farnham  didn't  waste  ti 
making  some  much-needed  change: 
reoriented  National  along  market 
instead  of  products.  Groups  devot< 
such  markets  as  local-area  netw 
telecommunications,  and  graphics 
now  offer  complete  chip  solutions  tc 
tomers.  Says  Farnham:  "I  look  at 
VLSI  Div.]  as  a  startup  company"  tl 
off  to  a  $400  million  start. 

While  National  should  emerge 
the  red  by  yearend,  Sporck's  big 
around  doesn't  seem  to  be  in  the 
until  maybe  the  early  1990s.  "Cha 
one  of  the  gurus  of  the  industry,'' 
Robert  H.  Swanson  Jr.,  president  o: 
ear  Technology  Corp.  and  a  former 
ciate,  "and  I  wouldn't  bet  against 
But  National  is  too  big  to  be  a  one 
show  anymore.  Unless  Farnham 
others  outdo  themselves  in  the  nex 
years.  National  could  remain  a  se 
class  chip  company. 
By  Richard  Brandt  in  Santa  Clara, 
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e  M\  think  a  ^!p)frfftnpany 
at  makeOII  kin^Sf  otiiei  products 


sounds  like  a  very  good  idea. 


These  days,  it's  common  practice  tor 
copier  companies  to  make  everything  from 
toasters  to  bicycles.  However,  at  Mita,  we've 
refused  to  jump  on  the  bandwagon.  You  see, 
r^^p^we  still  believe  the  only  way  to  make 
great  copiers  is  to  make  only  copiers. 

Which  may  explain  why  the 
Mita  DC-5585  is  a  veritable  virtuoso  at  copying. 
-^=^^his  console  can  make  a  fast  55  copies 
per  minute.  Copy  on  both  sides.  Zoom  from 
64  to  141  %.  Make  transparencies  with 


backing  sheets.  Hold  3,550  sheets  of  paper. 
"U—^/  It  can  even  automatically  enlarge 
or  reduce  originals  to  fit  any  paper  size. 
To  hear  more  about  the  DC-5585,'^""- 5^ 


or  any  of  our  13  other  copiers,  simply  call 
^-^^^1-800-ABC-MITA.  And  listen  to  a 
copier  company  that  toots  its  horn  about  its 
copiers.  Not  about  its  alarm  clocks. 


^  For  more  information  write;  Mita  Copystar  America.  In'c  ^ 
Post  Office  Box  599.  West  Paterson,  New  Jersey  07424  I 
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A  NEW  GIMMICK  FOR  GETTING 
WEANED  FROM  NICOTINE 


Smokers  who  want 
to  kick  their  habit 
without  chewing  bit- 
ter nicotine  gum  may 
soon  be  able  to  cure 
their  craving  with  a 
Band-Aid.  Several 
companies,  including 
Cygnus  Research, 
Ciba-Geigy,  and 
Warner-Lambert,  are 
testing  so-called 
transdermal  patches 
that  release  nicotine 
so  it  is  absorbed  di- 
rectly through  the 
skin.  Available  by  prescription,  the  patches  will  be  worn  on  the 
upper  arm  or  torso  and  replaced  once  a  day  during  treatment, 
typically  lasting  for  three  months. 

Because  nicotine  is  a  toxic  compound,  the  patches  require 
delicate  tuning  of  drug  flow.  The  nicotine  equivalent  of  four 
cigarettes  injected  into  the  blood  can  be  lethal,  says  David  H. 
de  Weese,  president  of  Cygnus  Research  Corp.  in  Redwood 
City,  Calif.  His  company's  patch  is  made  up  of  multiple  layers 
that  release  the  nicotine  in  surges,  instead  of  a  steady  stream 
all  day  long.  "We're  trying  to  match  the  nicotine  profile  of  a 
smoker,"  says  de  Weese.  Smokers  would  wean  themselves  by 
using  progressively  smaller  patches.  Clinical  tests  are  still  in 
the  early  stages,  so  smokers  won't  be  able  to  try  the  patches 
until  1992. 


A  GUIDE  DOG 

THAT  DOESN'T  NEED  SHOTS 


It  won't  wag  its  tail  or  wolf  down  cans  of  Alpo,  but  a  robot 
being  developed  at  North  Carolina  State  University  may  be 
a  passable  substitute  for  a  blind  person's  guide  dog.  To  figure 
out  where  it  is,  what  hazards  lie  ahead,  and  what  path  to  take, 
the  robot  will  have  a  veritable  arsenal  of  sensors — ultrasonic, 
electromagnetic,  photoelectric,  and  laser  sensors,  all  linked  to 
an  on-board  computer.  A  synthetic  voice  will  warn  its  master 
to  watch  out  for  potholes  or  to  stop  for  traffic. 

Designed  by  electrical  engineer  Ren  C.  Luo,  the  robot  re- 
cently passed  a  major  hurdle  by  demonstrating  that  its  com- 
puter system  can  integrate  and  accurately  interpret  all  of  the 
information  from  the  robot's  eyes  and  ears.  So  now  Luo  is 
preparing  to  mount  the  hardware  on  a  wheeled  platform.  He 
hopes  to  finish  his  high-tech  pooch  in  about  18  months.  The 
first  model  will  be  about  the  size  of  a  file  cabinet,  but  Luo 
believes  it  would  be  possible  to  reduce  the  size  eventually. 


^'m  CHIPMAKERS  FORM 
TEAM  TO  TAKE  ON  JAPAN 


mn  both  the  U.S.  and  Europe,  chipmakers  have  banded  to- 
fflgether  to  stay  abreast  of  determined  foreign  competition. 
Now.  the  groups  may  create  a  superconsortium.  Europe's 
Joi)',:  Su'-opean  Submicron  Silicon  (.JESSI)  and  the  U.S.  group, 
Semaiech,  want  to  form  a  united  Western  alliance  to  stand  up 
ro  the  govertinient-aided  chip  industries  of  Japan  and  other 


Asian  nations.  Talks  are  under  way  to  grant  Sematech  me] 
bers  automatic  membership  in  JESSI  and  vice-versa. 

Combining  the  two  groups  should  yield  a  potent  synerj  ? 
Sematech's  main  thrust  is  next-generation  chipmaking  techn 
ogies.  Meanwhile,  Europe's  chipmakers,  unlike  most  of  th 
U.  S.  counterparts,  have  doggedly  refused  to  abandon  cc 
modify  memory  chips  despite  intense  price  pressures  fr  .•! 
Japan.  JESSl's  goals  reflect  that:  They  include  next-generat  b< 
chip  designs,  not  just  production  methods. 

IBM,  an  ardent  backer  of  Sematech,  reportedly  was  the  m! 
mover  in  launching  the  talks.  Although  Big  Blue  wants  to  j| 
JESSI,  the  Europeans  are  reluctant  because  they  are  excluo 
from  Sematech.  The  obvious  solution  was  to  exchange  m^ 
bership  privileges. 


THESE  CANCER-KILLING  DRUGS 
MAY  HAVE  PERFECT  AIM 


In  the  search  for  the  ultimate  cancer  drug,  an  impor 
requirement  is  that  the  drug  kill  cancer  cells  while  spar 
healthy  ones.  Now,  Upjohn  Co.  says  it  will  soon  begin  dim 
trials  on  a  potent  family  of  drugs  that  seem  to  do  just  th 
They  are  synthetic  versions  of  a  very  toxic  but  powei 
cell-killing  substance  that  was  isolated  from  the  bacteria  in 
nearly  a  decade  ago.  Because  the  compound  is  so  highly  to: 
it  was  almost  discarded.  But  Upjohn  chemists  managed 
separate  the  cancer-killing  portion  from  the  part  that's  ha: 
ful  to  healthy  cells. 

What's  so  special  about  these  compounds  is  that  they  si 
to  react  only  to  genetic  material  in  cancer  cells.  Put  the  d 
near  a  cancerous  cell,  and  it  will  latch  onto  the  cell's  DNA 
prevent  the  cell  from  reproducing.  Paul  Aristoff,  Upjol 
associate  director  of  cancer  and  infectious  disease  reseai 
says  that  tests  in  mice  have  been  very  promising.  The  Nati( 
Cancer  Institute  is  now  working  with  Upjohn  to  develop 
proved  versions  of  the  drugs.  Meanwhile,  human  clinical  ti 
should  begin  next  January. 


BIGGER  FISH  TO  FRY- 
COURTESY  OF  BIOTECH 


Raising  trout  or  shellfish  is 
1 


.like  any  other  kind  of  live 
stock  business:  Heftier  animals 
bring  fatter  profits  and  faster 
growth.  So  scientists  at  the  Uni- 
versity of  Maryland's  Center  of 
Marine  Biotechnology  are  looking 
to  speed  the  growth  of  fish  by 
enlisting  the  help  of  genetic  engi- 
neering. 

They  began  by  extracting  a 
growth  hormone  from  rainbow 
trout  and  isolating  the  gene  that 
makes  the  substance.  Then  they 
tried  putting  this  gene  into  a 
carp.  Not  only  did  it  slip  neatly 
into  the  carp's  own  DNA,  but  the 
transgenic  fish  produced  the 
trout  growth  hormone — and  grew  22%  bigger  than  ordii 
carp  in  the  same  amount  of  time. 

"Now  that  we  know  it  works,  we  can  extend  it  to  o 
aquaculture  species,"  says  researcher  Chunmean  Lin.  The 
entists  have  already  begun  to  tinker  with  catfish,  and 
have  evidence  indicating  that  the  basic  approach  should 
work  with  oysters. 
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The  walk  to  the  gate 

snoiddrit  be  mistaken  for 
From  Here  to  Eternity 


YouVe  been  to  Chicago's  O'Hare.  You  know  the 
feeling.  There  is  an  alternative.  Midway  Airlines* 
Midway  flies  out  of  convenient  Midway 
Airport.  It's  3  minutes  from  gate  to  door 
and  3  minutes  to  parking.  That's  just  the 
beginning.  There's  only  a  short  wait  for 
luggage  and  very  short  walks  from  gate  to  gate. 
Finally,  it's  only  20  minutes  from  downtown. 
O'Hare's  45  minutes.  Next  time,  save  time. 
Fly  Midway. 

400  flights  a  day.  Service  to  over  50  cities. 


Midway 


989  MKiwav  Airlines  in*. 


Call  your  travel  agent  or  Midway  Airlines  at  1-800-621-5700. 


Industry  experts  shook  their 
heads  when  youthful  pilots  Scott 
Phillips  and  Don  Lewandowski 
set  out  to  break  into  the  tight-knit 
world  of  corporate  aircraft  sales. 
The  marketing  of  private  airplanes 
was  a  business  dominated  by  big 
players  with  big  capital  — and  an 
average  of  30  years'  experience. 

The  difference 
ttie  rigtit  computer 
support  and  equipment 
canmal<e. 

■HBHH  Then  ComputerLand 
was  able  to  give  Don  and  Scott 
an  edge  the  big  boys  didn  t  have. 
A  unique  database  system  run  on 
IBM  PS/2  computers.  With  it, 
Maxfly  Aviation  can  track  every 
plane  ever  made  in  the  categories 
they  sell  — right  down  to  the 
number  of  hours  it  has  flown  and 
the  avionics  on  board.  And  a 
Maxfly  salesperson  can  pull  that 
information  up  at  a  moment's 


How 
ComputerLand 
turned  a  fleet  of 

IBM  PS/2 
computers  into  a 
unique  sales  tool. 


"ComputerLand 
wasn't  just 
selling  us;  they 
were  with  us  for 
the  long  haul." 


Scott  Phillips, 
President, 
Maxfly  Aviation. 


notice  when  discussing  options 
with  a  prospective  buyer. 

ComputerLand  Account 
Representative  Don  Bibb  chose 
IBM  computers  for  the  Maxfly 
system  because  "continuity  and 
reliability  were  key  for  them.  With 
IBM  computers,  they  got  state-of- 
the-art  quality,  and  a  company  that 
would  be  able  to  keep  up  with 
their  growth'.' 

From  a  home  business 
to  a  $24  million  operation. 

^^^^■^H  With  the  help  of  their 
one-of-a-kind  computer  system, 
Maxfly  Aviation's  sales  have  nearly 
tripled  over  the  last  three  years, 
and  it's  been  ranked  among  the 
100  fastest-growing  companies  in 
southwest  Florida?  What's  next 
for  these  high-fliers?  International 
sales,  says  Scott.  Bigger  jets  and 
commercial  planes,  says  Don.  In 
any  case,  ComputerLand  has  made 
sure  the  sky  won't  be  the  limit. 


ComputerUincI 

Business  to  business.  Person  to  person. 

©        CompurerLand  Corporation  IBM  and  Personal  System/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 

*Busineis  View  Magazine.  May.  NHK 
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UBERTl  EGAUTE — 
AHD  ONE  HELL  OF  A  PARTY 


The  best  hotel  rooms 
have  long  been  taken. 
And  getting  a  reserva- 
tion in  a  good  restaurant  will 
be  difficult.  But  if  you've 
made  plans  to  go  to  France  to 
celebrate  the  bicentennial  of 
the  French  Revolution,  you 
can  still  do  many  things  to 
make  sure  you  have  the 
best  of  times. 

Paris  is  bracing 
for  what  could  be 
a  logistical  night- 
mare. In  a  typical 
summer  month, 
the  capital  gets 
about  1.0  million 
tourists.  But  about  3.5  mil 
lion  are  expected  to  descend 
on  the  city  this  July,  when  bi- 
centennial festivities  will  be 
at  their  peak. 

NEW  OPERA.  More  than  200 
events  are  scheduled  this 
summer,  from  recreations  of 
Revolution  period  street 
scenes  to  what's  being  billed 
as  the  biggest  ball  ever,  held 
in  July  to  inaugurate  the 
opening  of  the  new  Paris  Op- 
era (table).  To  add  to  the  hec- 
tic scenario,  French  President 
Fran^'ois  Mitterrand  has 
picked  July  to  play  host  to  the 
industrial  nations'  economic 
summit.  All  seven  leaders,  in- 
cluding President  Bush,  plan 
to  participate  in  the  July  14 
Bastille  Day  parade,  a  pros- 
pect that's  probably  making 
the  Paris  security  chief  more 
than  a  little  nervous.  In  hopes 
of  averting  citj^wide  gridlock, 
the  center  of  town — the  area 
around  the  Champs-Elysees — 
will  he  closed  to  automobile 
traffic  July  12-17. 

To  help  avoid  overdosing  on 
Revolution  mania,  here's  a 
samplf-  of  best  bets  and  tips 
that  will  make  your  stay  in 
France  more  enjoyable: 

When  you  get  to  Paris, 
head  for  the  Tuileries  Gar- 
dens, next  to  the  Louvre  mu- 


u 


I  ^  J 

^^■^•B    major  loc 

f  ■  out  the  citi 

If  you'd  ra 

S  r\  mil-     A  with  fhp 


seum  on  the  Right  Bank.  The 
park  has  been  transformed 
for  the  summer  into  the  offi- 
cial bicentennial  visitors  cen- 
ter. You'll  be  able  to  find  out 
about  tickets  to  specific 
events  and  get  other  useful 
bits  of  information.  Ten 
francs  (about  $1.50) 
will  get  you  an  En- 
glish guidebook  to 
the  events, 
available  at 
special  infor- 
mation stands  at 
major  locations  through- 

the  city. 
If  you'd  rather  not  hobnob 
with  the  revolutionary 
masses,  consider  a  limousine 
tour  of  1789  Paris.  An  En- 
glish-speaking chauffeur  will 
wheel  you  to  all  the  hot  spots 
of  the  Revolution,  including 
the  site  of  the  infamous  Bas- 
tille prison  and  the  eerie  Pic- 
pus  Cemetery,  where  more 
than  1,000  guillotine  victims 
were  dumped  in  mass  graves. 
The  Marquis  de  Lafayette,  a 
hero  of  two  revolutions,  is 
also  entombed  here.  The 
eight-hour  tour  costs  roughly 
$350  per  carload.  (Call  Jean- 
Claude  Verger,  International 
Limousines,  45-74-77-12.) 

Individual  and  group  walk- 
ing tours,  led  by  English- 
speaking  guides  who  are  ex- 
perts on  the  Revolutionary' 
period,  are  also  available  for 
about  $20  per  person.  (Call 
Laurie  Lesser-Chamberlain, 
46-06-24-17.) 

WITH  FANFARE.  The  big-ticket 
events  will  begin  on  July  8 
with  a  no-holds-barred  Ameri- 
can homage  to  the  Revolu- 
tion. A  mammoth  marching 
band,  composed  of  50  differ- 
ent bands  from  the  U.  S.,  will 
trek  across  Paris  and  head  to- 
ward the  Eiffel  Tower,  where 
it  will  greet  a  squadron  of 
military  planes  flying  in  from 
New  York.  .4  fireworks  dis- 


play and  a  river  barge  concert 
will  follow  in  the  evening. 

For  a  true  taste  of  old-fash- 
ioned Gallic  fun,  plan  to  be  on 
hand  July  13  for  the  gigantic 
ball  at  the  new  Paris  Opera 
de  la  Bastille.  After  the  inau- 
guration gala,  the  party  will 
spill  out  into  Place  de  la  Bas- 
tille where  several  French  or- 
chestras will  serenade  the 
dancing  crowd  until  morning. 
A  dozen  additional  balls  will 
be  held  that  evening  in  Paris, 
and  cafe  owners  around  the 
capital  have  pledged  to  dis- 
pense for  free  some  of  their 
best  wine. 

The  ipiece  de  resistance  of 
the  celebration  is  expected  to 
be  the  July  14  parade  down 
Avenue  des  Champs-Ely- 
sees.  About  7,000  musi- 
cians and  dancers  gathe 


from  five  continents  v/ill 
ticipate  in  a  special-effect 
travaganza  that  will  fea 
the   Red  Army 
through  a  snowstorm  am 
British  delegation  plod 
through  a  dense  cloud  of 
and  rain.  The  Americans 
be  represented  by  a  250-r 
ber  band  from  Tallaha  \ 
Fla.,    headed    by    Tal  ' 
Heads   lead  singer  D 
Byrne.  The  band  plani 
moon  walk  (dance  backv  ^."jj 
dowTi  the  avenue. 

The  evening  will  end 
higher  note,  with  Ame: 
diva  Jessye  Norman  sir 
La  Marseillaise  in 
Place  de  la  Concorde 


m 
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orks  explode  around  the 
of  Light. 

few  historic  locations 
been  transformed  into 
d  street  scenes  for  the 
ner.  The  Palais  Royal  dis- 
near  the  Louvre  has  also 
rgone  a  facelift.  Period 
i  and  boutiques  have 
recreated,  and  wander- 
ninstrels  will  be  playing 
;ummer  long.  Masked 
are  planned  for  the  gar- 
of  the  Palais  Royal. 

IKLIN'S  HANGOUT.  Don't 

the  1789  street  scene  on 
ige  Louis-Philippe  in  the 
ct  near  the  Bastille.  The 

there  will  go  on  until 
13.  You  can  taste  18th 
xy  cuisine  at  the  300- 
old  Procope  restaurant, 
Idest  in  Paris,  at  13  rue 
A.ncienne  Comedie.  This 
to  be  the  neighborhood 
out  of  Revolutionary 
rands  Robespierre  and 
on.  Benjamin  Franklin 
ilso  an  habitue — so  much 
at  the  restaurant  closed 

day  when  he  died.  It 
iffer  a  special  bicen 
al  prix  fixe 

for  about 
11  summer. 


HIGHLIGHTS  OF  THE  CELEBRATION 

JULY  8 

The  Americans  honor  the  French  Revolution  bicentennial.  A 
mammoth  U.S.  band  will  march  through  Paris,  followed  by  an 
evening  concert  on  a  barge  on  the  Seine  and  a  fireworks  show 

JULY  12-16 

The  infamous  Bastille  prison  tower  will  be  reconstructed,  brick- 
by-brick — at  Pare  de  la  Villette,  Cite  des  Sciences,  Paris 

JULY  13 

The  "biggest  ball  in  the  world"  gets  under  way  in  the  new  opera 
house  on  Place  de  la  Bastille 

JULY  14 

Bastille  Day  parade.  7,000  musicians  and  dancers  from  around 
the  world  will  participate  in  a  special-effects  extravaganza. 
Among  the  highlights:  the  Soviet  contingent  marching  through  a 
snowstorm;  Talking  Heads  lead  singer  David  Byrne  in  his  trade- 
mark oversize  suit  leading  the  American  delegation  in  a  moon- 
walk  down  the  Champs-Elysees.  Diva  Jessye  Norman  winds  up 
the  evening  by  singing  La  Marseillaise  on  Place  de  la  Concorde 
amid  a  fireworks  display 


The  best  deal  in  town  is 
probably  the  special  pass  to 
museums  and  monuments 
that  gets  you  into  major  sites 
in  and  around  Paris  without 


having  to  wait  in  line.  One- 
day  passes  cost  about  $7;  a 
three-day  pass  costs  $15.  The 
pass  gives  you  access  to  such 
blockbuster  attractions  as  the 
Louvre  through  its  new  pyra- 
mid entrance,  the  Orsay  mu- 


seum, and  the  Palais  de  Ver- 
sailles, which  is  being 
refurbished.  In  July,  Ver- 
sailles will  mount  an  interna- 
tional opera  festival  and  a 
sound-and-light  show  docu- 
menting the  Revolution. 
SCIENCE  PARK.  Plan  to  check 
out  a  dazzling  special-effects 
show  on  science  at  the  time  of 
the  Revolution  at  the  new  sci- 
ence park  of  La  Villette.  And 
try  to  be  on  hand  on  July  12- 
16,  when  the  tower  of  the 
Bastille  will  be  reconstructed 
brick-by-brick.  Your  museum 
pass  will  also  admit  you  to  the 
La  Villette  center.  Passes  can 
be  bought  in  the  U.  S. 
through  Marketing  Chal- 
lenges Inc.,  10  E.  21  St.,  Suite 
600,  New  York,  N.  Y.  10010. 
(In  Paris,  call  42-77-12-33.) 

For  those  who  are  nostalgic 
for  the  pre-Revolution  way  of 
life,  there's  something  for 
you,  too.  A  few  nobles  have 
opened  the  doors  of  their  an- 
cestral chateaux  to  guests. 
One  of  the  most  charming  is 
the  14th  century  Chateau  de 
la  Tour,  about  150  miles  from 
Paris  near  the  Loire  Valley. 
The  Duchesse  of  Clermont- 
Tonnerre  and  her  family,  who 
own  the  castle,  live  there 
year-round  and  play  host,  of- 
ten in  period  dress,  to  small 
groups  of  visitors.  Rooms  run 
from  about  $75  to  $125  a 
night,  with  a  $7  supplement 
for  breakfast.  Dinner  with  the 
Duchess  can  be  arranged  on 
request.  (Call  Duchesse  de 
Clermont-Tonnerre,  54-47-06- 
12.  Chateau  de  la  Tour,  36800 
Rivarennes-Saint  Gaultier.) 

The  16th  century  Chateau 
de  Plessis,  also  near  the  Loire 
region,  is  another  favorite. 
Rooms  start  at  about  $70, 
with  a  $5  supplement  for 
breakfast.  Dinner  runs  about 
$30.  (M.  Benoist,  41-95-12-75, 
or  write  La  Jaille-Yvon-49220 
Le  Lyon  d' Angers.) 

If  escape  to  the  sea  starts 
to  seem  necessary,  drive 
down  along  the  Seine  toward 
Rouen  in  Normandy  to  see  a 
flotilla  of  tall  ships  from 
around  the  world  on  July  9-16. 
Or,  if  you  need  more  razzle- 
dazzle,  head  for  Metz,  about 
200  miles  east  of  Paris,  where 
on  July  26-30  almost  800  hot- 
air  balloons  will  brighten  the 
sky.  Pia  Farrell 
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Smart  Money 

A  WAY  TO  GIVE— 

AND  KEEP  ON  RECEIVING 


Since  tax  reform,  the  val- 
ue of  charitable  deduc- 
tions is  down — and  so  are 
charitable  contributions.  To 
boost  the  philanthropic  urge, 
charities  are  trying  to  make 
giving  seem  more  like  invest- 
ing. One  device  that  is  being 
promoted  by  all  sorts  of 
groups,  from  CARE  to  the 
National  Audubon  Society,  is 
the  charitable  gift  annuity. 

Basically,  it  works  like  a 
regular  annuity.  But  instead 
of  investing  your  lump  sum 
with  an  insurance  company, 
you  give  it — irrevocably — to 
the  charity.  In  return,  it 
guarantees  annual  payments 
at  a  fixed  rate  of  return  over 
your  lifetime.  Donors  can  opt 
either  to  begin  payouts  im- 
mediately or  defer  them  to 
some  future  point,  usually  at 
retirement.  As  with  any  an- 


Charitable  annuities 
offer  a  big  extra 
— a  tax  deduction 


nuity,  part  of  each  payout — 
usually  50% — is  considered  a 
tax-free  return  of  principal. 
But  there's  one  big  advan- 
tage over  commercial  annu- 
ities: Part  of  the  original  in- 
vestment qualifies  for  a 
charitable  deduction. 

The  younger  you  are,  and 
the  longer  you  defer  the  in- 
come, the  bigger  the  deduc- 
tion. A  40-year-old  who  buys 
a  25-year  deferred  annuity 
could  deduct  90%  of  the  prin- 
cipal, for  example,  while  a 
60-year-old  who  buys  an  im- 
mediate annuity  would  get 
about  a  49%  deduction. 

Charities  like  annuities  for 
.sevoiri'  reasons.  "It  helps  us 
in  p;:  iiiiing,  because  we 
kiiow  v;-"  have  a  certain  prin- 
cipal an  ount,"  says  Angela 
Scsdian,  planned-giving  offi- 
ce- of  the  Nature  Conservan- 


cy. And  when  the  charity  re- 
invests the  gift,  any  income 
beyond  the  fixed  rate  for  the 
donor  is  money  that  "the 
charity  gets  to  keep,"  says 
Laura  Kalick,  tax  manager 
for  Coopers  &  Lybrand. 

The  return  isn't  the  most 
competitive  rate,  as  the  char- 
ities readily  admit.  Most  use 
rates  set  by  the  Committee 
on  Gift  Annuities,  which  rep- 
resents 1,400  groups.  The 
range  on  immediate  annu- 
ities is  from  6%  to  14%-,  de- 
pending on  age.  A  donor  at 
60  would  receive  a  7%  return 
and  a  50-year-old  6.5%,  com- 
pared with  8.5%  or  9%  on  in- 
surance annuities  now. 
BIG  BITE.  However,  there  is 
an  instance  when  "the  chari- 
table route  will  give  you 
more  spendable  cash  than 
the  commercial  route,"  says 
Richard  Wagner,  a  Denver 
financial  planner.  This  would 
be  when  a  donor  faces  a  big 
tax  bite  because  of  a  sudden 
jump  in  income,  say  from 
selling  some  real  estate  or 
exercising  a  stock  option. 

Then,  donating  "appreciat- 
ed property"  avoids  much  of 
the  capital  gains  tax.  Say 
you  paid  $40,000  for  shares 
now  worth  $90,000.  Instead 
of  selling  them  and  paying 
tax  on  the  $50,000  gain,  give 
them  to  the  charity  and  de- 
duct the  allowable  portion  of 
the  $90,000  value— assume 
40%.  Only  the  remaining  60^ 
of  the  gain  is  taxable,  and 
even  that  would  be  spread 
out  over  the  years  you  re- 
ceive the  annuity  payments. 

The  primary  motive  for 
charitable  annuities  is  to  give 
to  your  favorite  cause,  not  to 
enjoy  a  high  rate  of  return. 
But  that  doesn't  mean  you 
should  throw  investment 
sense  out  the  window.  If  in- 
come is  a  main  concern,  you 
might  do  better  buying  an  in- 
surance annuity — and  leav- 
ing the  charity  something  in 
your  will.  Troy  Segal 


AIR  CONDITIONERS  THAT 
DON'T  HOG  YOUR  WINDOWS 


uyers  typically  begin 
snapping  up  air  condi- 
tioners as  summer 
starts,  but  sales  on  a  brand- 
new  type  are  hotter  than  high 
noon  in  Tempe,  Ariz.  They're 
virtually  noiseless  and  don't 
take  window  space  or  require 
a  big  cutout  in  the  wall. 
Called  "ductless  split"  air  con- 
ditioners, they  also  don't  rep- 
resent some  sort  of  high-tech 
breakthrough.  It's  simply 
their  design  that  makes  them 
different. 

Unlike  window  models  or 
central  air-conditioning  sys- 
tems, ductless  units  are  split 
in  two.  The  electric  motor  and 
relatively  bulky  compressor 
are  "roughly  the  size  of  car- 
ry-on luggage,"  says  a  Carri- 
er spokesman.  They  go  out- 
side. The  fan  and  cooling  coils 
are  installed  inside,  within  a 
grill-like  unit  that  mounts  on 
the  wall  like  a  picture.  Con- 
necting the  two  parts  are  thin 
strands  of  tubing  that  run 
through  a  small  hole  in  the 
wall  and  along  the  baseboard 
to  carry  the  coolant  and  any 
runoff  condensation. 
PRICEY.  Such  units  are  com- 
mon in  Japan  and  elsewhere 
where  homes  have  baseboard 
heating  and  no  hot-air  ducts 
suitable  for  central  air-condi- 
tioning— and  where  window 
space  is  at  a  premium.  Mitsu- 
bishi and  Sanyo  Electric  are 


among  foreign  makers 
tling  Carrier  in  the  U.  S. 

In  general,  prices  run  a 
50%  more  than  you'd  paj 
a  top-grade  window  air  ci 
tioner.  Most  makers' 
start  with  a  9,000  BTU  nr 
suitable  for  a  room  of  a 
400  square  feet.  Expec 
pay  $1,500  or  so,  with  insi 
tion.  To  cool  two  or  t 
large  rooms,  a  single 
pressor  unit  (18,000  to  2' 
BTUs)  can  feed  coolant  to 
eral  wall-mounted  "eva] 
tor  grills"  for  about  $3,0i 

Something  simpler  and 
expensive?  How  about  a 
piece  model  that  simply  \ 
into  a  socket  to  fill  a 
with  cold  air.  Looking  lik 
humidifiers  on  casters, 
carry  such  brand  name 
Delonghi  and  Koldwave 
cost  about  $1,000.  Some 
wave  models  have  "snoz 
to  blow  a  chilling  zephj 
rectly  on  you  while  you 
in  a  garage  or  even  outd 
Note,  though:  Condensec 
ter  collects  in  a  three-g 
container  that  needs  emp 
every  day  or  so.  Also,  h( 
removed  from  a  room  v 
the  unit  is  in  operation 
be  shunted  outside  throi 
small  window  opening 
another  part  of  the  hous 
a  flexible,  six-inch  exl 
hose,  like  that  used 
clothes  dryer.  Don 
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AUTOMATK 
ANXIETY 


REDUaiON 


AUTOMATIC  DOCUMENT  FEEDING 


AUTOMATIC  DUPLEXING 


AUTOMATIC  SORTING  OPTIONS 


■frantically  looking  for  a 
Dendable  25-cpnn  copier'j'  Relax. 
Canon's  new  Anxiety  Reduction 
ies  takes  the  worry  out  of  copying. 
Innovations  like  a  long-life  copying 
im,  sophisticated  fine-grain  toner 
d  self-diagnosing  control  panel 
re  specifically  designed  to  give  you 
ire  copies  and  fewer  headaches. 


AUTOMATIC  REPRODUCTION  RATIO 


AUTOMATIC  EXPOSURE 


AUTOMATIC  PAPER  SELECTION 


And  whether  you  choose  the 
NP3825  with  its  duplexing,  editing 
and  color  capabilities  or  the  more 
basic  productivity  of  the  NP3325,  you 
can  count  on  the  Anxiety  Reduction 
Series  to  deliver  what  you  need  most 
from  your  office  copier  Increased 
reliability  without  increasing  your 
blood  pressure. 


Come  see  the  Canori 
\  Gieaiei  HartlordOpen, 
I  July  6-9  .  Of  watch 
'  iiOf>CBSTelevis.on 


Canon  NP  3825/3325 

SXnxiety  deduction  Series 

For  more  information,  call  toll  free1-800-OK  CANON.  Or  wnte  Canon  U  S  A,,  Inc..  PO  Box  3900,  Peona,  IL  61614   ©  1989  Canon  US  A,  Inc. 


Efijoy  easy  eiiended  paymeois 
wiihiheCaoonCredii  Cafd  Ash  lor  details 
at  pariicipaiing  Canon  dealers  and  retailers 
AvaiiaWeonlyinUS 
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For  impecunious  status 
seelvcrs,  novelty  shops 
sell  the  Car  Phoney — a 
$5  plastic  replica  of  a  mobile 
telephone,  complete  with  a 
suction-cup  antenna.  Trouble 
is,  prices  on  cellular  phones 
have  -been  dropping  so  fast 
that  almost  anyone  can  afford 
the  real  thing. 

Just  two  years  ago,  mobile 
phones  cost  upwards  of 
$2,000,  but  new  full-feature 
models  are  as  little  as  $500. 
Yes,  Motorola  recently  intro- 
duced a  $3,000  model— its  12- 
ounce  Micro  Tac  folds  to  fit 
into  a  jacket  pocket.  But  that 
hefty  price  tag  went  against 
the  trend.  Such  far-flung 
makers  as  Finland's  Nokia- 
Mobira,  Japan's  Mitsubishi, 
and  Oki  Telecom  in  Norcross, 
Ga.,  have  cut  prices  by  hun- 
dreds of  dollars.  NEC  Ameri- 
ca's top-of-the-line  transport- 
able model  (P9100)  is  $1,299, 
vs.  $2,395  six  months  ago. 

Behind  the  reductions  is  a 
familiar  consumer  electronics 
story:  steadily  climbing  sales 
that  permit  mass-market  pro- 
duction economies.  In  Cellu- 
lar Subscribers  and  Fore- 
casts, researcher  Herschel 
Shosteck  Associates  in  Silver 
Spring,  Md.,  pegs  the  number 
of  cellular  subscribers  at 
500,000  in  1987,  1  million  in 
1988,  and  2  million  this  year. 
Another  million  will  join  in  an- 
nually over  the  next  few 
years,  Shosteck  predicts,  as 
prices  decline  further.  Al- 
ready, phone  prices  have 
dropped  70%  in  two  years' 
time,  and  connection  charges 
have  fallen  18%. 
CELL  DIVISION.  Unlike  low- 
power  portable  phones  used 
around  the  house,  cellular 
phones  transmit  radio 
signals  to  re- 


Electronics 


CELLULAR  PHONES  TO  MATCH 
YOUR  CAR— AND  WALLET 


ceivers  in  different  areas,  or 
cells,  of  a  city — 306  major 
metropolitan  areas  at  present. 
The  receivers  relay  calls  to 
other  cellular  phones  or,  aver 
land  lines,  to  ordinary  phones. 
Before  you  can  make  or 
receive  calls,  your 
phone  has  to  be  given 
its  own  number  by  a 
local  cellular  company 
Typically,  dealers  who  sell 
phones  do  the  paper 


battery  in  your  car  or  one  in  a 
book-size  shoulder  pack.  A 
handheld  portable  ($2,000  and 
up)  fits  in  a  briefcase  or 
roomy  jacket  pocket,  but  its 
small  rechargeable  bat- 
tery may  allow  only  30 
minutes  of  use. 

As  with  standard 
phones,  different  mak- 
ers offer  various  fea- 
tures. For  example,  NEC 
America's  mobile  M4700 


A  CELLULAR  SAMPLER 


Brand 

Weight 

Features 

Price 

MOTOROLA 
MICRO  TAC 

(PORTABLE) 

12.30Z. 

75-min.  talk  time;  120-number 
speed  dial;  call  screening;  call 
timer,  lighted  keypad 

$2,995 

MOBIRA 
HANDPORTABLE 

(PORTABLE) 

18  oz. 

1 .5-hr.  talk  time;  49-number 
speed  dial;  built-in  operating 
menu;  car  charger 

1,995 

MITSUBISHI 
DIAMONDTEL  95 

(TRANSPORTABLE) 

4.31b. 

2-hr.  talk  time;  100-number 
speed  dial;  automatic  redial; 
dual  number  capacity 

1,350 

NEC  AMERICA 
M4700 

(MOBILE) 

Four-number  registration 
capability;  hands-free  usage; 
answering-machine  option 

799 

DATA.  BW 

work  for  about  $40;  it  takes  a 
day  or  two. 

Then,  depending  on  your 
market  and  volume  of  calls, 
you  can  expect  to  pay  a 
monthly  fee  of  $15  to  $50, 
plus  per-minute  charges  that 
range  from  20(t  at  night  to  as 
much  as  90(t  in  peak  periods. 
The  average  is  34$  a  minute, 
says  Carol  Hanson,  an  indus- 
try analyst  in  Bland,  Mo.,  and 
the  Cellular  Telecommunica- 
tions Industry  Assn.  puts  the 
average  monthly  bill  at  $98. 
Of  course,  if  you  connect 
with  AT&T  or  other  long-dis- 
tance carriers,  it's  extra. 
Cellular  phones  them- 
selves fall  into  three 
classifications.  Least 
expensive  ($500  and 
up)  is  a  mobile  unit 
'/mounted  in  your 
car.  A  car-or-carry 
'/transportable 

($1,000   and  up) 
runs  off  either  the 


works  like  a  speakerphone 
and  automatically  connects  in- 
coming calls  after  two  rings 
so  you  talk  without  taking 
your  hands  off  the  wheel.  Mit- 
subishi's pocketable  Diamond- 
Tel  90X  holds  100  names  in  its 
memory  and  speed-dials  the 
numbers.  A  handheld  portable 
from  Oki  Telecom  sounds  a 
one-minute  tone  to  help  you 
trim  time  charges.  And  even 
if  you  lock  Nokia-Mobira's 
Handportable  500  to  prevent 
unauthorized  use,  anyone  can 
use  it  to  call  911. 
ROAMERS.  Because  cellular 
phones  can  make  and  receive 
calls  only  in  the  area  where 
they're  assigned  a  number, 
some  models  feature  multiple- 
number  capability.  Frequent 
travelers  who  drive  or  fly  rou- 
tinely between  several  cities 
can  have  that  kind  registered 
with  two  or  more  numbers 
from  different  companies.  Or, 
when  you're  visiting  another 


area,  you  can 
contact  the  local  com- 
pany—as a  "roamer 
pay  a  daily  fee  for  a  te 
rary  number. 

You  don't  yet  see  you 
as  a  customer  for  a  phot 
your-pocket?  At  least,  nof 
$3,000?  Well,  Motorola's  r 
are  racing  to  downsize 
phones  and  prices:  Aln 
Panasonic  is  introducin: 
19-ounce,  $1,300  model 
So,  hold  on.    D.  H.  D. 


( 


■  FAST  FAX.   Fax  n 

for  35,000  companies  are 
ed  in  The  National  Din 
ry,  $55  from  Pacific  Bell 
848-8000).  It  also  has  pi 
numbers  and  addresse; 
81,000  companies,  10,000 
ernment  offices,  and  h( 
and  restaurants  in  52  cit 

■  DIRECT  DEPOSIT.  Equil 

in  Philadelphia  has  just  s 
ed  an  automatic  savings 
that  lets  investors  lock  \\ 
8.64%"  rate  for  terms 
range  from  7  to  17  y( 
Monthly  contributions  to 
"Dollar  for  Dollar"  aco 
can  be  as  low  as  $20— 
automatically  withdr 
from  any  bank  accoun 
the  U.  S.  For  informa 
800  825-5226. 
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TODAYS  FACING  REALITIES, 
TAOd^  QAPINQ  TO  CHANGE 
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FACING  REALITIES 


THE  US.  FINDS  A  HOT  MARKET  IN  ASIA: 


WITH  MONEY  TO  SPEND, 
TAIWAN  LOOKS 
TO  US.  PRODUCTS 


■ml 

f]  lecer 

ciconsi 
ioidiisti 

[lirtDtd 
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What  IS  the  hottest  growth  market 
for  U  S. -made  products  these  days?  It 
just  might  be  Taiwan,  the  Republic  of 
China.  Through  the  first  eight  months 
of  last  year,  sales  of  U.S.  washing 
machines  were  up  more  than  230%; 
sales  of  U.S.  televisions  soared  330%; 
while  sales  of  U.S.  automobiles  climb- 
ed 250%. 

Overall,  U.S.  exports  to  Taiwan 
jumped  90%  in  1988.  With  Taiwan's 
shipments  to  the  United  States  actually 
down  by  1%,  this  bought  a  massive 
35%  reduction  in  the  R.O.C.'s  trade 
surplus  with  the  U.S.. 

Ten  years  ago,  even  five  years  ago, 
Taiwan  was  best  known  as  a  place  to 
source  low  cost  products.  Buyers 
came,  especially  from  the  U.S.,  in  great 
seasonal  migrations,  meeting  local 
manufacturers  to  lay  out  specifications 
for  goods  that  could  be  made  cheaply 
and  sold  in  North  America  and  Europe. 

Today  Taiwan  is  still  a  good  place  to 
source  imports  and  the  buyers  still 
come.  But  there  are  fewer  of  them  and 
they  are  after  products  in  the  middle 
and  top  end  quality  range  with  ever  in- 
creasing levels  of  technical  and  design 
sophistication.  They  know  Taiwan  as 
where  you  go  to  get  reliable,  high 
technology  products  and  components. 
But  there  is  no  glut  of  hotel  rooms  in 
Taiwan.  If  there  are  fewer  buyers,  there 
are  many  more  sellers,  especially  from 
the  U.S.. 

Taiwan  is  a  market  that  wants  U.S. 
products.  There  are  many  reasons  for 
the  popularity  of  U.S. .brand  names  in 
the  R  0-C.  and  the  trust  Taiwan  con- 
o'j.'M<;rs  put  in  U.S.  products.  Unlike 
.'■.:;r  '  :qrts  of  Asia,  the  links  between 
thf;  i'.-v...  economies  and  societies  re- 
mair,  strong.  The  links  range  from 
iiistof  family  and  education  to 
^  3seb?i!l  cind  business  partnerships. 


DARING  TO  CHANGE 

TAIWAN  BECOMES  A  CONSUMER  SOCIETY 


Lint  after  line  of  US-made  sedans 


THE  R.O.C.  TACKLES 
THE  TRADE  IMBALANCE 


U.S.  exports  to  TaiwaVi  are  boonning 
in  part  because  Taiwan  has  ennerged 
in  recent  years  as  one  of  Asia's  nnost 
dynannic  consumer  societies.  Imports 
of  consumer  products  increased  four- 
fold between  1976  and  1986  and  have 
climbed  another  150%  since  then. 

Although  the  island  has  virtually  no 
natural  resources,  decades  of  sensible 
economic  management  have  paid  off. 
Real  economic  growth  over  the  last 
twenty-five  years  has  averaged  a  solid 
9%  a  year. 

But  unlike  many  other  newly  indus- 
trialized countries,  from  the  outset  the 
R.O.C.  government  recognized  the  need 
for  the  economic  gams  to  be  distri- 
buted fairly.  Today  the  gap  between  the 
rich  and  poor  in  Taiwan  is  the  smallest 
in  Asia  and  far  narrower  than  that 
found  in  many  advanced  countries. 


With  the  unemployment  rate  at  a 
mere  1.6%  -  possibly  the  world's 
lowest  -  per  capita  income  now  totals 
US$6,178  a  year.  This  means  that  with 
Taiwan's  reasonable  cost  of  living,  the 
typical  worker  may  have  relatively  more 
disposable  income  than  his  betterpaid 
Japanese  counterpart,  for  example. 

It  also  explains  why  Taiwan  has 
become  one  of  the  fastest  growing 
markets  in  the  world  for  cosmetics, 
automobiles,  modern  household  appli- 
ances, high  quality  entertainment 
systems  and  fast  foods  -  all  product 
and  service  areas  in  which  U.S.  com- 
panies excel. 


Dedicated  action  by  the  R.O.C. 
government  is  another  reason  why 
sales  of  U.S.  products  are  soaring  in 
Taiwan  today  and  the  trade  imbalance 
between  the  two  countries  has  begun 
to  tumble. 

The  R.O.C.  government  recognizes 
that  a  big  surplus  with  the  U.S.  is  not 
only  unacceptable  to  the  U.S.,  it  is 
potentially  dangerous  to  both 
economies.  Taiwan,  for  one,  cannot 
risk  catching  pneumonia  everytime  the 
U.S.  economy  comes  down  with  a 
cold. 


There  is  also  a  keen  sense  of  respon- 
sibility on  the  R.O.C.'s  part.  It  is  the  fifth 
largest  trading  partner  of  the  United 
States.  Taiwan's  growth  benefited 
enormously  from  the  global  free  trade 
system  which  the  U.S.  established 

Thus,  the  R.O.C.  government  has 
progressively  adopted  policies  design- 
ed to  liberalize  Taiwan's  economy  and 
open  more  opportunities  for  foreign, 
especially  U.S.  companies,  in  keeping 
with  the  island's  increasing  prosperity 
and  success. 
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This  IS  easier  said  then  done.  Chang- 
ing a  successful  economy  risks  fun- 
damental dislocations  and  even 
political  unrest.  No  one  likes  to  have 
their  livelihood  put  at  risk  without  any 
apparent  need.  Yet  the  R.O  C.  govern- 
ment realized  its  part  to  help  and  cor- 
rect the  trade  imbalance. 

One  key  step  was  to  encourage 
Taiwan's  exporters  to  look  at  other 
markets  besides  the  U.S.  As  a  result, 
between  1986  and  1988,  Taiwan's  ex- 
ports to  Japan  and  Southeast  Asia 
almost  doubled,  while  shipments  to 
Europe  increa.sed  more  than  100%. 
This  reduced  Taiwan's  dependance  on 
the  U.S.  market  from  47%  to  38% 

THE  NTS  HAS 
APPRECIATED 
50%  SINCE  '85 


Perhaps  the  single  most  momentous 
step  the  R.O.C.  government  took  in  its 
effort  to  correct  the  trade  imbalance 
was  to  liberalize  foreign  exchange  con- 
trols. Instead  of  being  fixed  to  the  U.S. 
dollar,  Taiwan's  NT  dollar  has  been  able 
to  find  its  own  level. 

As  a  result,  the  Taiwan  unit  has  ap- 
preciated 50%  against  the  U.S.  dollar 
since  September  1985.  This  gam  is 
about  twice  as  much  as  the  rise  in  the 
value  of  the  Singapore  dollar  and  over 
four  times  the  increase  in  the  exchange 
rate  of  the  Korean  won. 

Even  with  these  lopsided  increases, 
the  R.O.C.  government  intends  to  con- 
tinue loosening  the  exchange  regula- 
tions. In  March,  for  example,  it  remov- 
ed the  residual  controls  that  smooth- 
ed out  day-to-day  currency  fluctua- 
tions. The  aim  is  to  enable  the  NT 
dollar  reflect  its  true  market  value  as 
closely  as  possible. 

In  the  long  run,  of  course,  deregula- 
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The  year's  enii  qrnHr.ji  election  is  gathering  momentum 


tion  of  foreign  exchange  will  signifi- 
cantly strengthen  Taiwan's  economy 
It  has  already  begun  to  hasten  the  shift 
from  labor-intensive  to  higher  value- 
added  production  and,  thus,  to  en- 
courage Taiwan's  graduation  into  the 
ranks  of  the  world's  technologically  ad- 
vanced economies. 

However,  in  the  short  term,  this 
reform  has  also  brought  considerable 
hardship  for  many  Taiwan  manufac- 
turers who  have  lost  markets  to  com- 
petitiors  in  Korea  and  other  low-cost 
producers. 


mRIFFS 
SLASHED 
BY  50% 


The  R.O.C.  government  has  long 
recognized  the  need  to  open  its 
markets  to  U.S.  and  other  foreign  pro- 
ducts as  fast  as  local  producers  were 
ready  to  stand  on  their  own  feet.  Bet- 
ween 1985  and  1987  therefore,  Taiwan 
trimmed  duties  on  over  4,805  items, 
reducing  the  average  effective  duty  on 
all  imports  to  6.9%,  less  than  half  the 
figure  before  1971. 

Progress  has  also  been  made  in 
loosening  import  controls  and  remov- 
ing non-tariff  barriers.  A  1987  decision, 
for  example,  cleared  the  way  for  the 
import  of  U.S.  wine,  beer,  and  cigaret- 
tes. Taiwan  has  also  made  it  easier  to 
bring  in  many  other  items  ranging  from 
U.S.  motion  pictures  to  fruit,  and  zinc. 
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DARING  TO  CHANGE 


At  the  beginning  of  last  year  the 
R.O.C.  governnnent  continued  its  trade 
reform  effort,  launching  a  far-reaching 
tariff  reform  that  has  touched  some 
80%  of  the  items  on  the  duty 
schedule.  Tariffs  were  removed 
altogether  from  154  items,  including 
air,  water  and  noise  pollution  equip- 
ment. There  are  now  a  total  of  454 
duty-free  items. 

For  the  rest  the  R.O.C.  slashed  duty 
rates  an  average  of  50.2%.  Cuts  were 
heaviest  amongst  industrial  products, 
but  also  came  in  agricultural  cate- 
gories. As  a  result,  the  average  effec- 


WANTED: 
PRODUCTS 


Taiwan  does  not  rely  on  better  ac- 
cess alone  to  boost  the  sales  of  U.S. 
products.  It  makes  a  special  effort  to 
reach  out,  find  and  buy  goods  from  the 
U.S.  Since  1978  local  businessmen. 


under  the  auspices  of  the  R.O.C, 
government  have  organized  14  buying 
missions  to  the  U.S.  which  made  over 
$11  billion  in  purchases,  in  addition  to 
regular  imports. 


tive  tariff  rate  fell  to  3.98%  only  slight- 
ly more  than  the  3.6%  figure  achiev- 
ed by  the  U.S. 

Taiwan  intends  to  go  further.  This 
month,  in  fact,  the  government  will 
again  halve  duties  on  some  400  key 
items.  This  reflects  the  R.O.C.  govern- 
ment's four-year  plan  to  eliminate  the 
trade  imbalance  with  the  U.S.  through 
improved  market  access,  the  diver- 
sification of  Taiwan's  export  market  and 
the  expansion  of  domestic  demand,  A 
measure  of  this  commitment  and  its 
success  was  the  90%  rise  in  imports 
of  capital  goods  last  year. 
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US.  COMPANIES  ENJOY 
PRIVILEGED  POSITION 


U.S.  companies  also  enjoy  a  favored 
position  in  the  Taiwan  market.  More 
than  40%  of  the  equipment  needed  on 
the  government's  current  list  of  14  ma- 
jor infrastructure  projects,  was  im- 


ported from  the  U.S.  In  addition,  the 
R.O.C.  government  has  reserved  key 
elements  in  its  new  telecommunica- 
tions development  and  the  entire  $2 
billion  subway  system  for  American 
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manufacturers. 

To  assist  U.S.  business,  CETRA  -  the 
China  External  Trade  Development 
Council-not  only  provides  permanent 
exhibition  space,  free  of  charge,  to  U.S. 
states  and  companies,  it  has  also  stag- 
ed exhibitions  specifically  to  promote 
U.S.  products.  Last  December,  41 
states  and  311  companies  participated 
in  the  highly  successful  U.S.  Products 
Promotion  &  Exhibition. 

U.S.  companies  also  enjoy  special 
advantages  in  Taiwan's  increasingly 
lucrative  service  sector.  U.S.  insurance 
companies  allowed  to  compete  in  the 
local  market  and  the  R.O.C.  government 
has  progressively  widened  their 
scope  of  operations.  U.S.  banks  and 
financial  service  companies  have  wide 
access  to  the  local  market.  Only 
U.S.  shipping  companies  can  establish 
branches  in  Taiwan. 


KICKING  OUT  THE  COUNTERFEITS 


R.O  C,/U,S,  reached  copy  right  agreement 


One  of  Taiwan's  most  troublesome 
problems  in  the  early  1980s  was  its 
reputation  as  a  haven  for  counter- 
feiters. It  was  a  reputation  not  entirely 
deserved  and  not  always  the  fault  of 
Taiwan  manufacturers.  Many  local 
companies  were  encouraged  to  copy 
foreign  products  by  overseas  buyers  in- 
terested in  a  quick  sale.  In  recent  years, 
after  reaching  a  total  accord  with  the 
U.S.  on  what  needed  to  be  done,  the 
R  O.C.  government  cracked  down.  It  ex- 
tended patent  and  trademark  protec- 
tion to  foreign  products.  It  granted 
automatic  copyright  protection  to  U  S 
authors  -  without  even  the  need  to 
rtyister  the  work.  It  increased  the  pro- 
tection on  most  videos,  films,  tapes 
and  photos,  from  ten  to  thirty  years. 

I  he  R.O.C.  also  enacted  a  tough  law 
In  1986  that  allowed  prison  sentences 
up  [o  3  years  and  stiff  fines  for  coun- 
terfeiters,and  then  expanded  the  en- 
'o^cement  effort. 

'cually  important,  the  government 
1 .  ■  ■:^,nod  a  sophisticated  and  lively 


public  education  campaign,  using  the 
media,  traveling  exhibits  and  seminars 
to  get  the  message  across  that  protec- 
tion of  everyone's  intellectual  proper- 


ty rights  was  essential  if  Taiwan  was 
going  to  mature  as  an  economy  and 
develop  its  own  proprietary  techno- 
logies. 
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DARING  TO  CHANCE 


Where  East  :id  West  meet 


A  RESPONSIBLE  MEMBER  OF 
THE  GLOBAL  ECONOMY 


Taiwan  now  is  the  world's  thirteenth 
largest  trader  and  sixth  biggest  manu- 
facturer of  information  industry  pro- 
ducts. On  a  per  capita  basis  it  imports 
more  commodities  then  any  other 
economy.  It  has  the  world's  second 
largest  foreign  exchange  reserves  and 
ranks  as  one  of  the  world's  best  credit 
risks.  It  has  achieved  not  only  strong, 
steady  growth  for  more  than  a  quarter 
of  a  century,  but  also  spread  the 
benefits  of  that  growth  throughout 
society.  Today  the  literacy  rate  stands 
at  92%  while  34%  of  all  its  high 
school  graduates  go  on  to  tertiary 
education. 

Taiwan  has  long  endeavored  to  play 
a  responsible  role  in  the  world 
economy  For  many  years  now  CETRA 
has  stationed  advisers  in  developing 
countries  to  advise  them  on  how  to  ex- 
pand their  exports  and  export-oriented 


industries.  More  recently,  the  R.O.C. 
government  announced  it  was  going 
to  formalize  its  commitment  to  help- 
ing other  developing  nations  by  esta- 
blishing a  $1  billion  development  fund 
and  a  $75  million  education  fund. 


Apart  from  aid,  Taiwan  has  emerg- 
ed as  a  major  direct  investor. 
While  the  island  itself  still  receives 
much  new  investment  from  the  U.S., 
Europe  and  Japan,  businessmen  from 
Taiwan  are  increasingly  adept  at  spot- 
ting good  opportunities  elsewhere. 

This  is  not  the  flight  of  capital.  It  is 
the  diversification  of  risk  and  max- 
imization of  opportunities.  Some  in- 
vestments provide  access  to  markets. 
Others  move  offshore  manufacturing 
which  can  no  longer  operate  com- 
petitively in  Taiwan, given  rising 
wages  and  the  appreciation  of  the  NT 
dollar. 

The  U.S.  has  long  benefited  from 
this  outward  investment  and  last  year 
the  flow  of  investment  increased  by 
over  76%.  More  recently,  companies 
from  Taiwan  have  made  substantial  in- 
vestments in  Thailand,  Malaysia,  In- 
donesia and  the  PhilippinesThis  has 
helped  accelerate  substantially  the 
economic  growth;  if  the  trend  con- 
tinues Taiwan  will  overtake  Japan  as 
the  largest  foreign  investor  in  South- 
east Asia. 
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BUILDING  TOMORROW'S 

TAIWAN 


Since  the  1960s  Taiwan  has  managed  to  combine  accelerating  economic  and  technological  develop- 
ment with  social  stability.  Traditional  values  and  family  ties  remain  strong.  Despite  the  impact  of 
the  West,  Chinese  culture  and  the  arts  are  thriving. 

Taiwan  has  also  been  able  to  accomodate  political  change,  without  generating  instability  Recognizing 
that  increasing  prosperity  would  bring  calls  for  greater  democracy,  in  the  miid-80s  the  R.O.C.  govern- 
ment began  a  steady  liberalization  of  the  political  arena.  Today  at  ieast  nine  political  parties  have 
been  formed,  several  are  fairly  strong,  others  may  not  have  much  appeal  at  the  polls,  but,  it  is 
the  process  that  is  important. 

As  in  reshaping  its  economy,  Taiwan  has  the  ability  to  see  what  the  realities  are  and  the  courage 
to  change.  This  promises  continued  stability  and  growth. 


'f  you  would  like  to  know. 
'Ore  about  Today's  TAIWAN, 
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Information  Division 
Coordination  Council  for 
North  American  Affairs 
Office  in  New  York 
159  Lexington  Avenue 
New  York,  NY  10157-0244 
Tel:  (212)  725  -4950 
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San  Francisco  CA 
The  Huntington 

Savannah  CA 
The  Mulberry  Inn 

Sedona  AZ 
lofin  Gardiner's 
Enchantment 

Vail  Valley,  CO 

The  Lodge  at  Cordillera 

Washington  DC 
The  klferson 

Williamstown,  MA 
The  Orchards 


For  a  comprehensive  directory,  send  $3  to 

SMALL  LUXURY  HOTELS  &  RESORTS 

337  S  Robertson  Blvd  ,  Suite  202 
Beverly  Hills,  CA  9021  I 

Reservations:  (800)  345-3457 
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MCI  details  all  the 
calls  from  all  your 
offices  on  one 
document. 
AT&Tonly  charges 
as  if  they  do. 


MCI  Corporate  Account  Service  provides  you  with  a  free  summary  of  long  distance  usage  for  every 
officeyou  have.  AT&T's  program  does  not,  and  yet  it  costs  more. 

With  MCI's  exclusive  monthly  i99fl98f!l!R9!l999f|R9Sffl^^      management  report,  you're  able 
to  quicldy  and  efficiently  analyze   \^J^J^J^£lggijg^^J^§g^gj^§jgj^  and  control  all  your  long  distance 
activity  and  expenditures.  Regardless  of  the  number  of  locations  your  business  has.  Also,  with  CAS,  every  o 
of  your  offices  receives  an  added  8  percent  discount  off  MCI's  regular  low  Dial  "1"  and  MCI  Card"  rates. 

For  companies  spending  more  than  S20,000  a  month  on  long  distance,  MCI  offers  CAS  PLUS.''^  A  uniqu 

prograii-j  that  features  reductions  on  your  monthly  PRISM  PLUS,' ^'   

PRIf  NA  I  and  MCI  Card  costs. 

A. !  of  which  proves  that  a  close  eye  on  the  phone  line  pays  off  on  the 
bottom  line. 

MCI  Corporate  Account  Service.  Another  reason  why  we  are  the  better 
long  distance  company'"'  1-800-888-0800. 


MCI 
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U.  S.  stocks 
$12,107 

-0.26% 


Treasury  bonds 
$11,983 

+  1.97% 


m 

Foreign  stocks 
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-3.23% 
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Money  market  fund 
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$7,839 

-1.70% 
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June  13  Mutuol  fund  returns  are  as  of  June  9.  Relative  portfolios  ■ 
detailed  explonation  of  this  page  is  ovoiloble  on  request 
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PULL  THE  PLUG  ON  SKINHEAD  POLITICS 


On  Capitol  Hill,  they  have  a  name  for  indiscriminate 
use  of  ethics  to  bash  politicians:  They  call  it  skin- 
head politics.  The  phrase  perfectly  captures  the  an- 
gry mood  of  a  new  generation  of  Republican  street-fight- 
ers—men such  as  House  GOP  Whip  Newt  Gingrich  (R-Ga.) 
and  Republican  National  Committee  Chairman  Lee  Atwater. 

Gingrich  and  Atwater  are  part  of  a  cadre  of  aggressive 
young  tacticians  who  are  waging  an  all-out  campaign  to 
destabilize  what  they  portray  as  a  corrupt  Democratic  ma- 
jority. The  score  so  far  includes  two  major  direct  hits:  House 
Speaker  Jim  Wright  (D-Tex.)  and  House  Majority  Whip  Tony 
Coelho  (D-Calif.).  At  least  10  other  Democratic  lawmakers 
have  been  targeted  by  Gingrich. 

But  recently,  the  GOP  jihad  has  spun  out  of  control.  For 
months,  rumormongers  have  been  whispering  that  Thomas 
S.  Foley  (D-Wash.),  the  newly  installed  Speaker,  is  a  homo- 
sexual. The  smear  campaign  backfired  when  a  top  RNC  staff- 
er circulated  a  white  paper  that  urged  Foley  to  "come  out  of 
the  liberal  closet"  and  compared  his  voting  record  with  that 
of  Barney  Frank  (D-Mass.),  an  openly  gay  member  of  the 
House.  The  aide  quickly  resigned,  Atwater  apologized,  and 
President  Bush  pronounced  himself  "disgusted"  with  the 
assault  on  Foley.  Case  closed. 

Or  is  it?  Throughout  his  political  career,  George  Bush  has 
proclaimed  his  respect  for  those  who  take  the  high  road.  At 
the  same  time,  he  has  assembled  a  crew  of  fierce  political 
infighters  ready  to  occasionally  work  over  the  opposition. 
Cases  in  point:  the  artful  mugging  of  Kansas  Senator  Bob 
Dole  on  the  eve  of  the  New  Hampshire  primary  and  the 
later  attempts  to  circulate  rumors  about  the  mental  stability 
of  Democratic  opponent  Michael  S.  Dukakis. 

Rather  than  distancing  himself  from  the  skinheads'  latest 
below-the-belt  assault.  Bush  should  take  responsibility  for  it. 
The  fact  is,  he  has  precisely  the  kind  of  GOP  he  wanted: 
kinder  and  gentler  at  the  top,  rough-and-tumble  at  the  politi- 


cal operative  level.  He  needs  to  call  his  young  surrogatt 
for  a  chat,  inform  them  that  the  fall  campaign  is  over, 
show  that  he  means  what  he  says  about  a  new  bipart 
spirit  by  punishing  those  who  don't  get  the  message 

Beyond  that,  both  Democrats  and  Republicans  hav 
find  ways  to  put  the  current  partisan  frenzy  behind  tl 
One  way  would  be  to  get  at  the  root  of  the  problem  an  i 
finally  do  something  about  the  scandalous  way  in  w 
campaigns  are  financed  in  this  country.  Political  action 
mittees  (PACS)  are  spewing  a  flood  of  money  into  the  pol 
system.  That  in  itself  is  a  corrupting  influence. 

But  for  years,  Democrats  and  Republicans  have 
unable  to  tackle  this  problem  head-on.  Democrats  favor 
lie  financing  of  congressional  elections,  which  ought  to 
en  dependence  on  special-interest  money.  Republicans  lo 
that  approach  and  instead  talk  of  eliminating  pacs  and 
ening  limits  on  individual  contributions — a  change 
Democrats  feel,  favors  better-heeled  GOP  donors. 

Both  sides  need  to  bridge  their  differences  and  focu 
the  blatant  abuses  in  the  current  system.  The  practk 
shuttling  "bundled"  pac  contributions  to  state  and  local 
ties,  a  ploy  aimed  at  evading  federal  spending  limits,  sb 
be  ended.  A  loophole  that  allows  lawmakers  to  convert 
excess  campaign  funds  to  personal  use  when  they 
should  also  be  closed.  And  the  porous  rules  on  "indepen 
expenditures,"  rules  that  supposedly  prohibit  outside  fin 
groups  from  coordinating  their  giving  with  official  camj 
committees,  need  to  be  stiffened  and  enforced. 

Here,  Bush  has  an  opportunity  to  provide  leader 
White  House  aides  are  reportedly  considering  some  for 
PAC  reform  measures  and  could  come  out  with  a  packa, 
options  soon.  It  would  be  a  perfect  time  for  the  PresBrti 
to  lend  his  hand  to  cleaning  up  the  campaign  fir 
cesspool — and  to  bring  the  era  of  skinhead  politics 
welcome  close. 
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AFFIRMATIVE  ACTION  AIN'T  BROKE,  SO . . . 


The  Reagan  Revolution  at  the  Supreme  Court  is  picking 
up  steam.  That  is  clear  from  the  justices'  rulings  on 
affirmative  action.  For  eight  years,  the  Reagan  Ad- 
ministration fought  unsuccessfully  to  reverse  the  court's 
steadfast  backing  for  hiring  and  promotion  plans  aimed  at 
ending  racial  discrimination.  Now  that  support  is  crumbling. 

Tiie  latest  move  came  on  June  12.  In  a  5-4  decision  written 
by  Qiief  Justice  William  H.  Rehnquist,  the  court  ruled  that 
white  fire  fighters  in  Birmingham,  Ala.,  may  challenge  a 
court-approved  affirmative  action  plan  that  they  said  illegal- 
ly >iiscri  ;  inated  against  them  on  the  basis  of  race.  Earlier 
this  tern;  the  justices  had  |»ssed  out  city  programs  that 
set  aside  a  percentage  of  contracts  for  minorities.  And 
more  receivLly,  the  court  made  it  harder  to  prove  discrimi- 


nation based  on  data  about  an  employer's  work  i 
An  even  more  important  case  involving  a  private  emp 
is  expected  shortly.  The  court  is  pondering  whether  to 
turn  a  1976  ruling  that  a  century-old  civil  rights  statute 
be  applied  to  bar  discrimination  in  private  contracts.  I 
court  changes  its  mind,  minorities  won't  be  able  to  su 
damages  in  discrimination  cases. 

The  court  is  moving  down  a  treacherous  road.  Most  c 
nation,  except  for  die-hard  Reaganites  and  a  few  mer 
of  the  judiciary,  has  accepted  the  notion  that  empl 
must  take  extra  steps  to  overcome  the  effects  of  pas 
crimination.  The  justices  should  think  long  and  hard  b 
tampering  further  with  a  system  that  by  now  is  part  o 
social  fabric,  is  accepted — and  is  working  well. 
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treasurer  is  in  his  kitchen,  in  Connecticut,  at  8:30  in 
the  evening. 

The  trader  who  alerted  him— and  who  made  the 
trade  succeed— is  at  Citicorp  in  New  York.  At  Citicorp's 
foreign  exchange  night  desk— the  first  night  trading  desk 
t  any  bank,  and  in  our  opinion,  still  the  best. 

icorp.  Number  one  in  foreign  exchange. 


Cilicorp  Citibank,  N.A.,  a  subsidiary  of  Citicorp 


ancoRPO' 


